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US $1 = 7.14 Shillings (TSh)
TSh 1 = US $o..14

1 millimeter (mm) = 0.039 inches
1 meter (m) = 39.37 inches
1 kilometer (kn) = 0.62 miles
1 hectare (ha) 2 2.471 acres
1 square kilometer (km ) = 0.386 square miles
1' ton (metric) = 2,205 lb (1,000 kg)
1 quintal (qq) = 100 kg
1 liter = 0.204 gallons

ACA - Agricultural Credit Agency
BRALUP - Bureau of Resource Assessment and Land Use Planning
CATA - Cashewnut Puthority of Tanzania
COMWORKS - Ministry of Communication and Labor
CUT - Cooperative Union of Tanganyika
DDC - District Development Council
DDPC - District Development and Planning Committee
DEC - District E&cecutive Committee
SRB - Economic Research Bureau
FFYP - First Five Year Plan
GAPEX - General Agricultural Products Exports Corporation
GEFCO - General Foods Company
KILIMO - Ministry of Agriculture
MCL - Mitchell Cotts Limited
NAFCO - National Agricultural and Food Corporation
NAPB - National Agricultural Products Board
NBC - National Bank of Commerce
NCCO - National Cold Chain Operption
NDCA - National Development Credit Agercy
NMC - National Milling Corporation
NRHC - National Road Haulpge Corporation
PMO - Prime Ministers Office
RTC - Rural Training Center
SFYP - Second Five Year Plan
SIDA - Swedish International D3velopment Association
STC - State Trading Corporation
TAMTU - Tanzania Agriculture Machinery Testing Unit
TANU - Tanganyika African National Union
TASCO - Tanganyika Spinning Company
TAT - Tobacco Authority of Tanzania
TCA - Tanzania Cotton Authority
TCB - Tanganyika Coffee Board
TCCC - Tanganyika Coffee Curing Company
TCGA - Tanganyika Coffee Growers Association
TDB - Tanzania Dairy Board
TECO - Tanganyika Extract Company
TFA - Tanganyika Farmers Association
TFC - Tanzania Fertilizer Company
TFNC - Tanzania Food and Nutrition Center
TLMC - Tanzania Livestock Marketing Company
TPB - Tanganyika Pyrethrum Board
TPC - Tanganyika Planting Company
TPL - Tanganyika Packers Limited
TRDB - Tanzania Rural Development Bank
TSA - Tanzanie Sisal Authority
TSC - Tanzania Sisal Corporetion
TSDC - Tanzania Sugar Development Corporation
TTA - Tanzania Tea Authority
TTRW - Tanganyika Twine and Rope Works
UCSC - Unified Cooperetive Service Commission
UFI - Ubungo Farm Implement Manufacturing Company
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Domestic Demand for Agricultural Commodities

A. Domestic Food Demand

Public Efforts to Improve Human Nutrition

1. Several Government Ministries are engaged in work on various aspects
of human nutrition in Tanzania, but coordination of such efforts is weak.
The Ministry of Health operates a central Human Nutrition Unit and a School
of Human Nutrition and is the main governmental body concerned with human
nutrition. Research and planning activities - particularly concerning food
supply - are carried out on a small scale in the Nutrition Section of the
Ministry of Agriculture. The overriding importance of improving nutrition
standards in Tanzania has been fully recognized and, as a first step, the
Government (with SIDA assistance) is considering setting up the Tanzania Food
and Nutrition center (TFNC). The main task of TFNC would be to provide sup-
port for the work of all Ministries and non-governmental organizations in-
volved in aspects of nutritional improvement.

2. Even though the Human Nutrition Unit of the Ministry of Health has
been in operation since 1965, the amount of information gathered to date is
inadequate for comprehensive planning in the nutrition sector. This work has,
however, contributed to an understanding of the degree of existing malnutri-
tion and has confirmed the fact that its incidence is very unevenly distributed
throughout the country. Surveys in five regions show that combined protein
calorie deficiency (PCD) is the most common form of malnutrition. Affliction
with PDC syndromes, as found in the surveys up to 1969, is shown in Table 1.1.

Table 1.1: PROPORTION OF TANZANIAN POPULATION AFFECTED BY PCD

Region and Pre-School All
Survey Year Children Ages

------------------percent--------------

Coast (1965) 7 31
Dodoma (1965) 4 22
Tabora (1967) 1 8
West Lake (1967) 3 12
Kilimanjaro (1968) 5 26

Source: M. Mzingi, Nutrition Activities in Tanzania as Carried Out by the
Ministry of Health, Seminar Report, Morogoro, 1973.
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3. Regional differences in nutrition are largely due to differences in
local availability and quality of food stuffs resulting from varying climatic
conditions throughout the country. Seasonal availability of foods also in-
fluences the dietary pattern. The Tanzanian diet is made up mostly of carbo-
hydrates, and the staple foods are cereals such as maize, rice and to a lesser
extent, millet, sorghum and wheat. Other starchy staples consumed are cassava
(in the savannah zone) and plantain, bananas or potatoes (in the highlands).
Livestock products are an important source of protein in areas where livestock
are raised. Legumes and edible oil seeds also supply valuable protein, parti-
cularly in areas where livestock production is less well-developed and fish
are not available.

4. Public efforts to improve nutrition in rural areas have in the past
mainly consisted of measures to stimulate subsistence production and dietary
education. Expansion of commercial food production has been slow and insuf-
ficient to adequately feed the small but growing non-rural population. In-
creasing attention has focused on possibilities for improving nutrition
through improvements in the food distribution system. Thought has also been
given to supplementing and fortifying rural diets by means of centrally organ-
ized food programs, but no concrete proposals have as yet materialized.

The Food Balance Sheet

5. The composition of the food supply can be conveniently summarized in
a national food balance sheet, even though such a balance sheet is not parti-
cularly relevant for nutrition planning since it does not show regional or
age group variations in nutrient intake. Food balance sheets are also useful
for projecting aggregate requirements of food which can be translated into
implications for agricultural production. Food balance sheets for Tanzania
have been compiled by various sources for past years, but these are not re-
liable because of the very poor data base.

6. In order to provide a framework for assessing domestic demand pro-
spects for food and their ramifications for human nutrition for the Plan
period 1975-1980, a food balance sheet was prepared by the mission for 1972.
This balance sheet reflects the latest available information on domestic pro-
duction and external trade, but its accuracy and completeness are also limited
by data deficiencies. Technical coefficients are generally based on FAO
estimates, with a number of revisions suggested by mission members.

7. Table 18 of the Statistical Annex shows the supply and disposition
of foodstuffs, as well as per capita availability for 1972; the underlying
technical assumptions are shown in Table 19 of the Statistical Annex. The
average daily intake per person as derived from that Table was 2,009 calories,
52.0 grams of protein and 33.2 grams of fat. Cereals accounted for 42% of
total calorie intake, with maize contributing the biggest share (28%). Starchy
root crops and bananas accounted for 29% of total calories. Cereals also pro-
vided 43% of total protein supply, followed by pulse, nuts and seeds with 16%.
Minimum requirements of nutrient intake are not known, but recommendations by
experts are around 2,300 calories and 61 grams of protein per person per day.
Nutritional levels in 1972 were thus 10-15% below the recommended standards.
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The Prospective Demand for Food

8. Within the context of this sector study, the pr-imary concern is to
evaluate prospective demand for foods rather than to develop a nutrition plan
for the country. The analysis is therefore not aimed at determining what the
population ought to be consuming in the future to satisfy given nutritional
standards, but at estimating what the likely consumption will be given certain
established tastes and expected increases in purchasing power and keeping in
mind the need for improvement.

9. It is estimated that in 1972 about 54% of the gross agricultural
sector product was accounted for by subsistence production. If the major
export crops are deducted from total sector product, subsistence production
amounted to nearly 72% of the remaining portion. On-farm consumption of food
varies among crops. Studies have shown that the marketed production in sub-
sistence agriculture is to a large extent determined by the size of the crop,
the cash requirements of producers, the size of the cash income derived from
various sources, and the demand/price situation in the commercial sector.
Consequently, farmers' home consumption may fluctuate considerably.

10. As it was not possible in this analysis to differentiate between
subsistence and other consumers because of the scarcity of available data,
global food consumption projections were made. These were based on prospec-
tive economic demand generated by the growth of the economy as a whole.
While this approach yields a reasonable overall forecast - since the relation-
ship between subsistence agriculture and the rest of the economy is not going
to change significantly over the next few years - it nevertheless conceals
important aspects of differential demand growth between rural and urban areas.
The marketing implications of the more rapidly rising urban requirements,
for example, do not become immediately apparent.

11. The prospective domestic demand levels for 1975 and 1980 have thus
been estimated by projecting the 1972 food balance sheet to reflect popula-
tion growth and income motivated consumption changes. The results are shown
in Table 20 of the Statistical Annex. Two of the crucial assumptions under-
lying these projections are that relative prices will remain as in 1972 and
that there will not be a change in consumption habits due to exogenous non-
economic factors. The growth parameters used in the projections include:

Population 1970 13.28 million

1972 14.00 million

1975 15.18 million

1980 17.50 million
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Annual growth rates per capita in 1970 constant terms:

GDP Private Consumption Expenditures (PCE)

1970-1975 1.9% 1.4%

1975-1980 2.3% 1.6%

1970-1980 2.1% 1.5%

The income elasticities of demand used in the analysis are hardly more than
guesses, as there are no comprehensive studies on the subject. The Tanzania
household budget survey has not yielded any usable results on elasticities,
and FAO assumptions 1/ were used as a guide for estimating elasticity values.

12. Based on these assumptions, it has been calculated that there would
be a total increase in per capita consumption of 6.6 percent for calories,
9.2 percent for protein, and 8.4 percent for fat between 1972 and 1980. The
animal portion of total intake would rise from 9.9 to 10.6 percent for calories
and from 27.3 to 28.9 percent for protein.

13. An evaluation of the nutritional sufficiency of the projected demand
levels is presented in Table 21 of the Statistical Annex. The main feature
of this evaluation is that the aggregate food supply in 1980 would still be
inadequate from a nutrition standpoint, although it would be relatively better
than in 1972. The caloric deficit would decline from 889 billion calories in
1972 to 673 billion in 1980, or from 8.0% of requirements to 4.7%. The
shortfall in protein would decrease from 50,589 tons in 1972 to 48,089 tons,
or from 16% of requirements to 11.7%. The relative decline in nutrient defi-
cits is smaller for the 1972-75 period than for 1975-80 because of the higher
assumed income growth for the latter period.

14. From a policy point of view, it must be noted that the indicated
improvement in aggregate nutrient consumption would be significant. Further
improvement would, however, require Government action, largely in the form
of supplementing consumers' purchasing power. In the absence of surplus pro-
duction at existing prices, it should be borne in mind that the general lower-
ing of food prices would not appear to be a feasible solution, as a higher
effective demand might then be confronted with shortages in production. 2/
Importation of food must be considered against the general background of
Government's goal of self-sufficiency and within the context of comparative
costs of specific items. Measures aimed at income redistribution, particu-
larly in the regional context, would likely lead to a net increase in food
consumption due to higher prevailing income elasticities of demand for food
among poorer consumers.

1/ FAO, Agricultural Commodity Projections, 1970 - 1980, Volumes I and II,
Rome, 1971.

2/ If an average price elasticity of demand for calories of -0.6 is assumed,
average food prices would have to decline by 7.8 percent to raise caloric
demand to sufficiency level. Similarly, assuming an elasticity of -0.8
for protein, food prices would have to drop by 14.6% to create an effec-
tive sufficiency demand.
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15. In summary, nutritional deficiencies cannot be entirely eliminated
during the Third Plan period merely by increasing output at current cost of
production. Unless there is an increase in consumers' purchasing power, the
population will simply not demand the necessary quantities or diet composi-
tion to bring their level of nutrition up to desirable standards. Rural
consumers are particularly vulnerable as rising cash needs generated by in-
creasing purchases of non-food consumer items are often met by curtailing
consumption of home grown foods so as to be able to sell a larger portion of
their crop. It is essential, therefore, to raise productivity in the subsis-
tence sector if the overall standard of living of the rural population is to
be raised.

Domestic Food Demand and Prospective Supply

16. The projected food budgets can be translated into aggregate commodity
requirements. If requirements for food and seed as well as wastage are added
to prospective food uses, an estimate of domestic utilization can be obtained.
Such estimates are presented in Table 22 of the Statistical Annex. It should
be noted that an item-by-item projection has been made, and the results thus
reflect the historic food budget composition. For planning purposes, this
exercise is only useful as a starting point. The projections (the validity of
which depends on the underlying assumptions) indicate that aggregate domestic
demand in 1980 will exceed the 1972 demand by 31% for cereals; 25% for starchy
foods; 36% for pulses, nuts and seeds, and for vegetables; 31% for fruits, 48%
for meats and 37% for dairy products.

17. These projections differ from some of the existing forecasts in
Tanzania in that most of the latter are based on recent trends. Some of these
trends are in sharp contrast to the above assumptions and defy explanation with
the available information. In a strictly controlled economy, statistical data
may not accurately reflect the real demand situation as backlogs of effective
demand may build up and distort historical consumption trends. The basic pro-
jections presented here need to be adjusted, therefore, as additional informa-
tion becomes available. To illustrate this point, the projected demand for
sugar seems understated in light of recent surges in demand. As soon as it
becomes apparent whether there has been a real shift in demand or whether cer-
tain factors have only temporarily inflated domestic requirements, the pro-
jections in this report will have to be revised upward or the trend forecasts
adjusted downward. Generally, the Mission's economic demand projections fall
below recent trends.

18. Aside from "fine-tuning", it is necessary to verify the technical
feasibility of supplying the projected quantitities. If these quantities are
unlikely to be forthcoming, alternatives for providing the projected nutrient
levels must be identified. Furthermore, an attempt should be made to increase
the supply above projected levels within the existing financial budget con-
straint. In practical terms, if the commodity composition can be changed in
such a way as to keep the farm value and the retail cost constant but to raise
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the nutritional value, a true economic benefit can be gained. The former con-
dition is necessary to guarantee production, and the latter to maintain
effective demand. The projected levels of demand merely show the historically
most likely alternative (from a consumer point of view) to satisfy future
requirements.

19. The rapidly rising food requirements have in the past been met to a
certain extent through increased imports. However, recent developments in
the world market for staple foods point toward increasing volatility in that
market and, hence, greater risks for importing countries. This does not mean
that there are no more advantages to be gained from international trade, how-
ever, and import substitution policies must be carefully studied and constantly
reviewed.

20. Two partly interrelated aspects of major importance in nutrition
planning and food marketing have not been covered. These are the general
skewness of the distribution of individuals' nutrient intake around the average
depicted in the food balance sheets, and regional problems arising from the
geographical non-conformity of production and demand for individual food items.
Even with adequate total supplies, Tanzania would still have a serious nutri-
tion problem today because of bad eating habits and the poor marketing system.
An improvement in the latter is a prerequisite for raising efficiency in agri-
cultural production as well as nutritional standards of the Tanzanian popula-
tion.

B. 'Domestic Demand for Non-Food ARricultural Commodities

21. Only relatively small portions of these commodities are at present
consumed domestically and, except for cotton, this situation is not expected
to change drastically. Even though domestic consumption has been rising at
a rapid rate, exports still account for the major part of production. In the
case of raw materials for manufacturing use, domestic consumption will depend
on Government's industrialization policy.

22. Projected domestic demand for coffee, tea, tobacco and cotton is
shown in Table 1.2. No projection has been made for sisal because most of
the sisal processed in Tanzanian manufacturing plants will be exported as
ropes and other products rather than used domestically. The entire pyrethrum
crop will also continue to be exported as pyrethrum extract.
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Table 1.2: DOMESTIC CONSUMPTION OF SELECTED NON-FOOD COMMODITIES, 1970 AND
1972 ACTUAL, AND 1980 FORECAST

Domestic Consumption
Actual Domestic as a Percentage of 1980 Consumption
Consumption Marketed Production Forecast

1970 1972 1970 1972 Mission Tanzania
Sources

----- tons --- ----- percent ------ ----- tons -----

Coffee 785 1,281 1.6 2.5 2,300 3,000

Tea 1,900 2,230 22.3 17.6 3,600 4,500 - 5,000

Tobacco 2,438 3,458 22.2 24.4 5,400 6,200 - 7,400

Cotton Lint 6,300 8,500 8.2 10.7 27,700 27,700

Source: Mission estimates and Market Development Bureau.

23. Very high rates of growth of domestic consumption are expected by
Tanzanian authorities for coffee, tea and tobacco. The Mission expects a
slower growth and has produced a more moderate forecast. As these are non-
essential commodities from a nutritional point of view, it would be in the
country's interest to restrain domestic consumption and maximize exports.
In the case of cotton lint, Government's own estimate of requirements for
domestic textile mills has been accepted as realistic.
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TANZANIA

AGRICULTURAL AND RIJRAL DEVELOPMENT SECTOR STUDY

Commodity Analysis

A. Export Crops

Coffee

1. Tanzania grows both arabica and robusta coffees. Mild arabica
accounts for about 75 percent of total production, robusta 20 percent and
hard arabica 5 percent. The main producing areas are Arusha, Kilimanjaro
and Mbeya Regions for mild coffees, and West Lake Region for robusta; the
total area planted with coffee trees is estimated at 86,000 ha. Yields~ vary
between 600 and 1,250 kg/ha of clean coffee for arabica and 500 - 1,500 kg/ha
for robusta, depending on growing conditions and management. Robusta coffee
is almost exclusively grown on small holdings by peasant farmers, while
approximately one-third of mild coffee is produced on large coffee estates.
Production and sales of coffee are shown in Table 2.1.

2. The stagnant production over the past several years is attributable
to various factors. Tanzania's last effective quota under the presently
defunct International Coffee Agreement was 42,000 tons and excess production
had to be sold to non-quota markets at lower prices. Diversification efforts
were underway to promote production of other crops and livestock in coffee
growing areas and to curtail the growth of coffee production. Recently 1 ,
coffee berry disease (CBD) has adversely affected production in the Arusha
and Kilimanjaro Regions.

Table 2.1: COFFEE PRODUCTION AND SALES, 1966-1972

Coffee Board Sales
Production Mild Hard Export

Mild Hard Total Volume Price Volume Price Volume Value Percent
…---- '000 tons- - ('000 (Tsh/ ('000 (Tsh/ ('000 (Tsh of Total

tons) ton) tons) ton) tons) million) Exports

1966 39.0 13.0 51.9 34.9 6,124 14.8 4,848 50.6 301 18.0
1967 29.7 10.4 40.2 30.4 5,530 10.9 4,592 44.4 237 14.4
1968 35.1 16.4 51.5 36.8 5,210 14.2 4,344 49.2 265 16.7
1969 35.9 10.3 46.1 40.7 4,754 13.2 3,850 49.5 257 15.4
1970 32.4 17.3 49.7 28.1 7,080 15.1 5,776 44.8 312 18.5
1971 33.9 11.9 45'.8 30.5 6,392 11.1 5,722 35.5 227 13.1
1972 38.3 13.3 51.6 32.4 6,804 14.7 6,098 54.7 383 18.6

Source: The Economic Survey, 1972-73.
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3. The marketing of coffee is controlled by the Tanganyika Coffee
Board (TCB). Growers deliver their parchment coffee to cooperative societies'
buying posts from where the respective Regional Union arranges for transport
to the curing works. In Westlake, the Bukoba Coffee Union (BCU) delivers the
coffee to its own curing factory in Bukoba. In the Kilimanjaro-Meru area and
the Southern Highlands, KNCU and the Tanganyika Coffee Growers Association
(TCGA) are responsible for delivering parchment coffee to the curing factory
in Moshi which are owned by the Tanganyika Coffee Curing Company (TCCC), a
subsidiary of TCB. While BCU and KNCU actually own the coffee they handle,
TCGA markets the coffee on behalf of its members on a commission basis. As
soon as curing is completed, TCCC issues an outturn certificate (analysis)
showing curing results on a grade scale of 10 and sends a sample-to TCB for
classification. TCB grades the coffee into 17 classes and releases it for
sale at auctions held weekly at KNCU facilities in Moshi. BCU's robusta coffee
is also auctioned off in Moshi, the delivery basis being f.o.b. Mombasa.
Arabica coffee is sold on the basis f.o.r. Moshi. The Auctions are attended
by coffee buyers licensed by TCB. Upon receipt of payment, TCB issues a
warrant releasing the lot through the export division of TCCC. At-no point
during the marketing process does TCB take title to the coffee.

4. TCB coffee sales fluctuated between 41,000 and 54,000 tons per year
during the years 1966-1972, but increased sharply in crop year 1972/73 when
sales during the first ten months totalled over 63,000 tons-. This-was due
mainly to increased export sales of mild arabica coffee after suspension of
the international coffee agreement. Coffee is Tanzania's single most important
export crop, and foreign exchange earnings have been increasing sharply since
1972. Realized average export prices of about Tsh 7,500 per ton through mid-
year of 1973 were the highest on record.

5. Typically, less than 4 percent of production is consumed domes-
tically, although this proportion has been rising (Table 2.2). There is a
factory in Bukoba producing instant coffee. The factory's capacity is 400
tons of coffee powder, and this could be easily expanded to 600 tons. Produc-
tion in 1972 was 250 tons of instant coffee of which 160 tons-was exported.
The low levels of local consumption of coffee are largely explained by its
relatively high price as compared with tea.
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Table 2.2: DOMESTIC CONSUMPTION OF COFFEE, 1966/67-1971/72

Mild Hard
Crop Year Arabica Arabica Robusta Total

… --------- tons

1966/67 340 54 394

1967/68 346 - 428 774

1968/69 256 229 48 533

1969/70 229 116 440 785

1970/71 577 508 747 1,832

1971/72 n.a. n.a. n.a. 1,281

Source: Tanganyika Coffee Board.

6. Despite the favorable export situation in the short run, the
country's longer-term aim should be to lessen its dependence on coffee.
TCB's policy should not encourage marginal producers but should aim at con-
solidation and improvement of existing plantations and processing plants.
Deficiencies in pulpery management and storage practices are in the process
of being alleviated, but they are still serious and should receive continued
careful attention. Control of coffee berry disease and of leaf rust should
continue to be emphasized. Intensified research on resistance to coffee
berry disease is essential. Improvement of quality is more important than
yield increases and should be given particular consideration. Diversifica-
tion efforts are particularly urgent in areas growing robusta coffee, as this
is generally grown under poor husbandry conditions.

Cotton

7. About 95 percent of the cotton crop comes from the Western Cotton
Growing Area (WCGA) which includes Mwanza, Mara, Shinyanga, Tabora and West
Lake Regions. The balance is produced in Morogoro, Coast, Tanga and Kiliman-
jaro Region. The area under cotton is estimated at 550,000 ha. Production
increased from 38,840 tons to 78,810 tons of lint between 1962 and 1966 -
due partly to improved seed and partly to area expansion - but has since
levelled off (Table 2.3). Production has stagnated somewhat due to competition
from other crops such as rice. There are also wide fluctuations in production
due to climate. Yields fluctuate between 350 and 550 kg/ha seed cotton 1/
depending on the season, and are slightly lower in Coastal growing areas

1/ Yields are calculated assuming a 33 percent ginning outturn.
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compared with the western growing area. Blackarm disease and Fusarium wilt
are being tackled by the use of resistant varieties. Insecticide spraying and
fertilizer campaigns have recently been introduced. Virtually all cotton is
grown by smallholder farmers who also grow food crops and keep cattle and
smaller stock. Cotton is the largest souce of farmers' income in several
regions in Western Tanzania.

Table 2.3: PRODUCTION AND EXPORTS OF COTTON, 1968-1972

Grade 1968 1969 1970 1971 1972

Lint Production AR 242.7 331.9 361.3 336.1 396.0
('000 Bales of 181.4 kg) BR 40.3 50.6 60.0 24.0 44.0

Average Grower's Price
for Seed Cotton AR 1.06 1.10 1.10 1.10 1.13
(Tsh/kg) BR 0.51 0.55 0.55 0.55 0.60

Value of Oilseed
Sales (Tsh million) 30 43 52 43 59

Value of Exports
(Tsh million) 283 235 247 245 336

Percent of Total Exports 17.9 14.1 14.6 14.1 16.3

Average Realization Price AR 4.47 3.81 3.99 4.91 4.96
(Tsh/kg) BR 3.05 2.85 3.19 3.21 3.25

Source: The Economic Survey, 1972-73.

8. Marketing of cotton is controlled by the Tanzania Cotton Authority
(TCA). Producers' seed cotton is delivered to cooperative societies and moved
to the Unions' ginneries (there are 19 ginneries in the WCGA). TCA takes
possession of cotton seed and lint as soon as ginning is completed. A ginning
fee is paid to the Unions by TCA. Lint cotton is sold by TCA to licensed trad-
ing firms and to local textile mills; sales are by auction or contract. Prices
paid to producers remained almost unchanged over the past several years, as
shown in Table 2.3, but are expected to increase sharply for the 1974 crop.
While up to 1971 all cotton was exported, a growing domestic textile industry
has been absorbing an increasing portion of the crop and is currently using
about 10% of total production. Export earnings from cotton stagnated with
production, but a boom situation developed in 1972 following a good crop.
Due to very favorable export prices, this situation is continuing.
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9. Cotton has a great potential for increased production, as a con-
siderable increase in productivity is evidently within reach. Whereas a
normal cotton yield per hectare in Tanzania is only in the range of 350-550
kg, farmers in the Lake zone who practice good husbandry get 1,000 kg/ha.
Research indicates a potential in the same area of 1,300 kg/ha and in the
Eastern Cotton Growing Area yields of more than 3,000 kg/ha have been achieved
on experimental plots.

10. The potential for yield increase has been demonstrated by the
Ukiriguru research institute, which has laid a firm basis for the improve-
ment of cotton production in Tanzania. Cotton planted in early December has
yielded 67% more than plots planted six weeks later - an indication of the
urgent need to extend ox cultivation in order to facilitate planting at the
onset of the rains. As seed is distributed to the farmers from TCA, the
benefits of progress in plant breeding will be distributed rapidly. Insect
control is another major factor in the improvement of cotton yields, and a
yield increase of 60-70% from an intensive spraying program has been achieved.
Fertilizer has yielded an additional 50% yield increases; the effect of ferti-
lizer is low on virgin land but increases rapidly with continued cultivation.
The yield increases from fertilizer and insect control will not be achieved
in the absence of good husbandry, however. Proper weeding can be expected
to increase the present yield by 15%. Overall a yield increase of 200% is
theoretically possible, but in view of the limited capacity of the extension
service, the necessary improvements are likely to be accepted at a slow pace.

11. Opportunities for increasing the area grown under cotton are
limited in the Lake Zone. In the Eastern Cotton Growing Area land is avail-
able for a substantial expansion, although some cotton is grown on land that
is not suitable for the crop, as well as on scattered plots susceptible to
insect damage.

Sisal

12. Tanzania produces about one-third of the total world supply of
sisal, and approximately three-quarters of the country's sisal is produced
in Tanga Region. Morogoro, Coast, Kilimanjaro, Arusha and Lindi Regions
supply the balance. The area under mature sisal fell gradually between 1967
and 1972 as a result of the decision to reduce industry output in the face
of sustained unfavorable world market conditions (Table 2.4). The trend
seems to have been reversed in 1973 when new plantings took place in response
to dramatic rises in world market prices. Average yields declined from just
under 1,000 kg/ha in 1966 to 748 kg/ha in 1972; these decreases reflected the
neglect of estates and unfavorable climatic conditions.

13. With the exception of small quantities of hedge sisal produced by
smallholders in the Lake Region, sisal is grown on estates. The Tanzania
Sisal Corporation (TSC), previously an independent parastatal and now a
subsidiary of the Tanzania Sisal Authority (TSA), controls about 50%lof
estate sisal production. The other half of production comes from private
estates, particularly the Amboni Group, Ralli Group (50% owned by TSC) and
Lugongo Estates.



ANNEX 2
Page 6

14. All marketing of sisal is to be taken over by TSA in the near future,
including exports from private producers who until now exported their own
production. The latter is a new artangement, but it is intended to preserve
individual brands since acceptability of such brands at premium prices has
been established with foreign buyers. After cutting, sisal is transported to
estate-owned factories where it is decorticated, dried, brushed into fiber,
graded and baled (250 kg per bale). There are six grades for line fiber:
1, A, 2, 3L, 3 and UG. Grades 3L and UG account for about 75% of all sisal
produced. Two, grades are distinguished for tow: 1 and 2.

Table 2.4: PRODUCTION AND SALES OF SISAL, 1966-1972

Exports
Percent

Mature of Total Export Domestic
Area Production Volume Value Exports Price Sales /1

('000 ha) ('000 tons) ('000 tons) (Tsh million) (%) ((Tsh/ton) ('000 tons)

1966 227 225 199 235 14.1 1,179 n.a.

1967 236 220 204 201 12.2 983 n.a.

1968 230 197 189 159 10.0 839 15

1969 227 209 172 160 9.6 928 18

1970 221 202 217 179 10.6 823 20

1971 215 181 161 134 7.7 832 22

1972 210 157 153 145 7.0 946 21

/1 14,000 - 15,000 tons are exported as cordage, cable, rope or twine.

Source: The Economic Survey, 1972-1973.

15. Exports of sisal declined from over 222,000 tons in 1963 to 153,000
tons in 1972 but are expected to show a sharp upturn in 1973. In 1972 export
earnings anounted to Tsh 138.2 million from sisal fibre, Tsh 7.2 million from
sisal tow and Tsh 40.5 million from sisal products. Sisal is sold to'Wesetern
countries through forward contracts which are negotiated by the Tanganyika
Sisal Marketing Association (UK) LTD., a commercial entity of TSA located in
London. Sales to Yugoslavia, the Peoples Republic of China and the USSR are
concluded in Dar es Salaam. There is evidence that forward buying by foreign
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manufacturers worked to the disadvantage of Tanzania in the face of rising
prices in recent months. Consequently, spot sales and shorter periods on
forward offers are now preferred terms of sale as they provide greater flexi-
bility.

16. Domestic processing capacity is about 67,000 tons of which 20,000
tons is owned each by the Tanganyika Spinning Co. (TASCO) and Tanganyika
Twine and Rope Works (TTRW). Expansion plans are currently being prepared or
implemented, i.e., TTRW expects to be able to handle 100,000 tons by 1976.
In 1973 it was originally estimated that between 40,000 and 50,000 tons of
sisal were utilized in domestic manufacturing. This estimate may turn out
to have been optimistic in view of the high export prices for unprocessed
fibre. There has been a rapid increase in the output of manufactured products,
mainly cordage, cable rope and twine; these rose from 14,000 tons in 1968
to 27,000 tons in 1971, then declining, however, to 23,000 tons in 1972.

17. Although this last two years has witnessed a considerable increase
in market prices, the long-term price forecast is not encouraging. Already
much of the previously abandoned sisal areas has been brought back into pro-
duction and many estates have been rehabilitated. A program for the further
modernization of factories should continue but it is doubtful whether an
expansion of planted area would be justified. A rapid and substantial increase
in output from existing plantations can be achieved through improvement of
husbandry and management techniques. The proper production methods are fairly
well known and improvements in production can be achieved through implemen-
tation of known techniques. Moreover, under ideal conditions, hybrid sisal
could produce up to 2,000 kg/ha a year as an average during the cycle. Hybrid
material is susceptible to disease, however, and its application in Tanzania
has been limited thus far.

18. Investigations into alternative end uses have not yet come up with
any realistic suggestions, but these should be continued. Recent efforts
have concentrated on local processing into carpets for export and on the
development of a sisal pulp mill.

Cashew

19. Tanzania is the second largest producer of cashewnuts after Mozam-
bique. About 75 percent of the crop is grown in Mtwara and Lindi Regions, and
the Songea and Tunduru Districts of Ruvuma Region. Other producing areas are
the Coast, Tanga, Morogoro and Iringa Regions. No accurate estimate of the
area grown is available but it is likely to be about 400,000 ha. Almost the
entire crop is produced by smallholders whose holdings average 1 ha. Produc-
tion was stagnant during the late 1960's but has shown an upward trend since
1970 (Table 2.5). Approximately one-third of the crop is of very poor quality.
Average yields are of the order of 310 kg/ha.

20, Until the recent formation of the Cashewnut Authority, cashewnuts
were purchased by the National Agricultural Products Board (NAPB) through
cooperative societies and Unions. Two grades were distinguished, standard
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and substandard, and prices were fixed for five buying stations serving the six
producing Regions. Prices for crop year 1973/74 were Tsh 950 per ton of standard,
and Tsh 750 per ton for undergrade nuts. About 10-15 percent of NAPB sales were
to local processors, and the entire balance was exported as rawnuts to the
Cashew Corporation of India. Selling to a monopsonistic foreign buyer became
rather difficult in recent years and NAPB began to accumulate stocks as well as
trade losses. By the end of 1972/73, stocks were reduced to a manageable 24,000
tons but accumulated losses amounted to Tsh 25 million. The exportation of
rawnuts rather than processed nuts has been made necessary by the lack of
domestic processing facilities. Cashew is one of Tanzania's principle foreign
exchange earners, averaging over 8 percent of total exports during the past
five years.

Table 2.5: PRODUCTION AND EXPORTS OF CASHEW, 1968-1972

1968 1969 1970 1971 1972

Marketed Production

Volume ('000 tons) 117.0 113.5 111.2 121.5 137.7
Value (Tsh million) 91.9 105.6 102.7 113.5 119.8
Producer Price (Tsh/ton) 785 930 924 934 870

Exports

Raw Nuts ('000 tons) 78.4 80.9 77.4 96.0 113.0
Kernels ('000 tons) 1.4 2.4 2.9 4.0 3.0
Total Value (Tsh million) 111.4 136.2 136.7 148.1 172.4
Percent of Total Exports 7.0 8.2 8.1 8.5 8.4
Export Price of Rawnuts 1,276 1,447 1,487 1,247 1,331

Source: The Economic Survey, 1972-73; and Annual Trade Reports.

21. Local consumption of cashewnut kernels is presently small. Rawnuts
are used locally by two mechanical processors. TANITA Co. Ltd. in Dar es
Salaam has a capacity to process about 12,000 tons of nuts annually, but
expects to be able to process up to 25,000 tons when expansion, currently
underway, is completed. The Mtwara Cashew Co. Ltd. has in the past been
concerned mainly with cashewnut shell liquid (CNSL) extraction, but has
recently begun to operate a newly renovated plant for kernel production with
an annual capacity of 8,000 tons which is planned to be expanded further to
reach a capacity of 20,000 tons. Furthermore, mechanical processing capacity
is currently being greatly expanded under the Cashewnut Development Project,
supported by a loan from the World Bank, which will provide five new factories
with an annual capacity of 40,000 tons of rawnuts producing about 9,000 tons
of kernels and 2,500 tons of CNSL. Besides mechanical processing there has
been hand processing of cashewnuts carried out by three companies under the
auspices of the National Development Corporation. The latter process about
7,000 tons per year.
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22. To fully realize the economic potential of cashew, major crop husbandry
problems have to be overcome. Existing stands of cashew trees are given little
attention, and about one-third of the crop is not harvested; cashew research
and extension have also been largely neglected. These factors suggest that
yields of existing plantations could be very much improved.

23. Clearing of weeds serves to improve the quality of the product as
fallen fruits can be collected more frequently and the nuts dried before
quality deterioration has started. Quality defects due to infrequent collec-
tion and incomplete drying account for a substantial part of production loss.
Another major cause of losses is insect attacks. It is estimated that the
output of standard grade nuts can be raised from 75% of total output to 90%
over a period of five years. To induce the farmers to improve their handling
of the product, quality differentiated payment should be strictly enforced.

24. Increase of the area under cashew should be given lower priority
than the improvement of quality and output per hectare. Initially resources
should be allocated to research and extension. Areas to be studiedlinclude
improved planting material, insect and weed control and other husbandry
measures, nutrient supply and quality improvement.

Tea

25. At present 57 percent of total tea production comes from the
Southern Highlands - in particular, the Mufindi, Tukuyu and Njombe areas -
and the bulk of the remainder from the Usambaras. The area under mature tea
and production grew steadily in the 1960's and growth has accelerated in the
1970's (Table 2.6). Average yields increased from 829 kg/ha in 1966 to
1,024 kg/ha in 1972. These figures refer mainly to estate production and
reflect the increased use of fertilizer. Before 1969 almost all tea was
estate grown, but by 1972 approximately 25 percent of the total area, including
immature tea, was grown by smallholders who contributed 13 percent of pro-
duction. Smallholder tea expansion is being promoted with external assist-
ance and is expected to provide one-half of total production by the mid-
1980's.

26. The tea industry is regulated under the wide powers of the Tanzania
Tea Authority (TTA). TTA has mainly been involved with the smallholder sector.
The cooperatives collect green leaf tea from smallholders at collection centers
and arrange with TTA for transportation to one of its three factories (Bukoba,
Lupembe and Mponde). A fourth factory near Tukuyu is under construction and
another six are planned to be established before 1982. Present TTA capacity,
including Tukuyu, is 3,600 tons, more than adequate to service present small-
holder production of about 1,200 tons. Farmers receive an initial payment
for green leaf delivered, and a second payment is determined by gross receipts
and TTA and cooperative costs. Realized farm prices are presently Tsh 0.77/kg
green leaf tea, compared with about Tsh 0.70/kg three years ago.

27. The tea estates own their own factories and sell for export - either
directly or through agents - for eventual sale at auctions held in London
and Mombasa; TTA sells its tea through similar channels. In 1971, over 65
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percent of all sales were made through London, 5 percent through Mombasa, 7
percent were direct exports and the rest was absorbed by the East African
market. The latter market was negligible in 1972, however. The percentage
of tea exports in total exports has remained steady over recent years; export
prices declined until early 1974 but since then they have improved considerably.

Table 2.6: PRODUCTION AND SALES OF TEA, 1966-1972

1966 1967 1968 1969 1970 1971 1972.

Area Under Production
('000 ha) /1 8.2 8.9 9.4 9.8 10.2 10.3 12.4

Production
('000 tons, made tea) 6.8 7.2 7.9 8.8 8.5 10.5 12.7

Exports /2
Volume ('000 tons) 6.3 6.1 6.7 7.6 6.9 8.3 9.2
Value (Tsh million) 45 43 45 48 42 49 54
Percent of Total Exports 2.7 2.6 2.8 2.9 2.5 2.8 2.6

Export Prices (Tsh/ton) 7,123 7,131 6,707 6,360 6,085 5,891 5,852

Domestic Sales
('000 tons) 1.3 1.4 1.8 1.7 1.9 2.7 2.2

/1 Planted for more than three years.
TY Outside East Africa.

Source: The Economic Survey, 1972-73; and Tanzania Tea Authority.

28. New plantings of 20,000 ha are anticipated during the Third Plan
period; this now appears to be too ambitious a target. Although average yields
are likely to increase, it is doubtful whether smallholder yields will exceed
1,000 kg/ha. Improved planting material will accounts for part of the expected
improvement, and as only vegetatively propagated material is planted this will
also lead to an improved quality in due course. Whether husbandry improvements
will enable the smallholder sector to reach the yield level of the estates is
largely a question of whether adequate resources are devoted to strengthen
extension and supporting services. It is also essential that the established
plantations be maintained on a high level of efficiency; this factor will be
as important a goal as any area expansion.

Tobacco

29. Seventy-five percent of the tobacco produced in Tanzania is flue-
cured and this total acreage is estimated at 16,000 ha. Production more than
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doubled between 1968 and 1972 (Table 2.7). Average yields in Tabora Region
and Chunya District are on the order of 580-600 kg/ha, while the expatriate
tobacco growers in Iringa achieve yields of 1,300 kg/ha. Present estimates
suggest that Tabora Region accounts for 65 percent of production, Iringa 27
percent and Chunya 8 percent.

30. The area under fire-cured tobacco has expanded steadily and was
estimated at 6,400 ha for 1972, with an average yield of 560 kg/ha. Pro-
duction has increased accordingly and is projected to exceed 4,000 tons by
1974. Almost the entire crop is produced in Ruvuma.

31. The Tobacco Authority of Tanzania (TAT) assumed responsibility for
the development of the tobacco industry from the Tanganyika Tobacco Board,
and it has been given extended powers not vested in the Board. At present
cooperatives act as buying agents for TAT. Farmers, either individually or
cooperatively, cure the tobacco and sell on a wet leaf basis at Government
controlled prices. After purchase by TAT tobacco is transported to Morogoro
for redrying and packing under contract with the Tanzania Tobacco Processing
Company, a parastatal owned in equal shares by TAT and NDC.

Table 2.7: PRODUCTION OF TOBACCO, 1967/68 - 1972/73

Flue-Cured Fire-Cured
Quantity Average Quantity Average Total

Crop Year /1 Produced Growers' Price Produced Growers' Price Production
('000 tons) (Tsh/kg) ('000 tons) (Tsh/kg) ('000 tons)

1967/68 5.1 5.27 2.1 1.78 7.2

1968/69 8.1 5.15 3.5 1.75 11.6

1969/70 8.9 5.13 2.1 1.69 11.0

1970/71 8.8 4.94 3.1 2.10 11.9

1971/72 10.6 5.80 3.6 2.36 14.2

1972/73 /2 12.5 5.85 4.8 2.55 17.3

/1 Crop year for flue-cured tobacco is between February of the year under
reference and January of subsequent year; that for fire-cured tobacco
is between July and June. The production of aromatic tobacco has|been
discontinued since 1968.

/2 Provisional estimate.

Source: Tobacco Authority of Tanzania.
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32. The Trans-Continental Leaf Tobacco Corporation, a German-based
organization, has been employed on a commission basis to classify tvobacco and
act as a sales agent for export. B.A.T. (Tanzania) Ltd., a parastatal owned
jointly by the National Development Corporation (NDC) (60%) and the East Africa
Tobacco Co. (UK) Ltd. (40%) is the only domestic cigarette manufacturer. TAT
sells directly to B.A.T. without the services of agents. Local sales have
increased eratically since 1967, while exports have risen more steadily, as
shown in Table 2.8. Domestic sales prices have generally been somewhat lower
than export prices - a circumstance which may reflect, at least in part, a
quality difference.

33. Prospects for the improvement of flue-cured tobacco yields are good.
The attainable potential in Iringa Region, for example, is about 1,500 kg/ha.
There are several reasons for the low yields presently obtained - especially
among smallholders. These include late planting, poor husbandry, and lack of
fertilizer. It has been estimated that the average farmer loses 10 percent
of his crop in the field due to lack of barn capacity, 10 percent in the
barn through poor curing techniques, and another 25 percent in inefficient
bulking and grading operations, mainly because of leaking roofs and poor or
non-existent grading sheds.

34. The quality of Tanzanian tobacco must be improved to strengthen its
position on the export market. The fuel supply problem is crucial in large
parts of the tobacco growing area where the high fuel consumption of the
industry has caused a rapid depletion of existing forest reserves. Unless
the problem is solved in the near future through forest plantations or the
introduction of drying methods utilizing alternative fuels, further expansion
of tobacco production will be jeopardized.

35. The development of flue-cured tobacco in the miombo woodland areas
in Tabora and Mbeya Regions is being assisted by an IDA credit. The develop-
ment is behiad schedule, and future expansion should await consolidation of
existing schemes. Prospects for expansion of the area under tobacco in the
woodlands of western Tanzania are good. The total production of 20,000 tons
projected for 1978 is by no means an upper limit for the country's production
potential. A prerequisite for the further development (in addition to solving
the fuel problem) is that water be made available for the irrigation needs of
nurseries and for human consumption.
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Table 2.8: SALES OF TOBACCO BY TOBACCO AUTHORITY, 1967/68 - 1972/73

Crop DDmestic Sales Exports I
Year Volume Value Price Volume Value Price

('000 tons) (Tsh mil.) (Tsh/kg) ('000 tons) (Tsh mill.) (Tsh/kg)

1967/68 1.7 11.8 6.99 4.3 33.8 7.93

1968/69 3.1 21.2 6.88 6.4 45.4 7.15

1969/70 4.3 34.4 8.03 5.1 44.2 8.60

1970/71 3.1 24.3 7.87 6.8 63.3 9.34

1971/72 2.7 24.2 9.13 8.4 89.8 10.70

1972/73 /1 5.0 48.6 9.72 8.8 84.0 9.58

/1 Provisional estimate.

Source: Tobacco Authority of Tanzania.

36. At present prices tobacco should be very attractive to producers.
Difficulties in the organization of production in expansion areas appear to
have been a major deterrent to a more rapid increase in the number of tobacco
growers. The production of fire-cured tobacco should continue to be de-
emphasized in view of less favorable world market prospects for this commodity.

Pyrethrum

37. Licensed area under pyrethrum has grown from 27,119 ha in 1968 to
33,200 ha in 1972, although growth in area during the period 1969-1971 lev-
elled off at about 31,000 ha. Total production fell from 4,799 tonslof dried
flowers in 1968 to 2,310 tons in 1970 due to falling world market prices; in
response to improved prices (Table 2.9) it has, however, since recovered to
4,271 tons in 1972. The two major producing areas are the Arusha and Kiliman-
jaro Regions in the North and Iringa, Njombe and Mbeya Districts in the
Southern Highlands; the share of the former declined from 44 percent of national
output in 1962 to under 10 percent in 19.72. Almost all pyrethrum is!now pro-
duced by smallholders. Average yields fell from 176 kg/ha in 1968 to 73 kg/ha
in 1970, then rose again to 129 kg/ha in 1972. Some of this fluctuation re-
flects climatic conditions as well as disinterest due to low prices. Average
pyrethrum content was 1.22% in 1972 and shows an inverse relationship with
yields. Crop yields are higher in the North, having been,as high as 600 kg/ha
with 1.27 percent pyrethrin.
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38. The Tanganyika Pyrethrum Board (TPB) was set up to bring about an
orderly development of the pyrethrum industry in Tanzania. TPB, unlike other
Boards or Authorities, neither purchases the commodity nor performs any direct
marketing function. It has instead concluded marketing agreements with appointed
agents.

Table 2.9: PRODUCTION AND EXPORT OF PYRETHRUM, 1968-1972

Production of
Dried Flowers Pyre- Average Exports

Licensed Northern Southern thrin Growers' Flowers Total
Area /1 Area Area Total Content Price & Powder Extract Value
(ha) -- … Tons----------- (%) (Tsh/kg) (Tons) (Tons) (Tsh mil.)

1968 27,169 811 3,988 4,799 1.17 3.92 476 131 20.2
1969 31,416 552 3,206 3,758 1.20 3.83 388 171 22.6
1970 31,480 344 1,966 2,310 1.25 3.71 272 86 12.5
1971 30,965 381 3,271 3,652 1.24 3.62 20 144 18.5
1972 33,200 417 3,854 4,271 1.22 3.72 - 162 21.7

/1 Licensed areas refer to the season ending June of the year under reference.

Source: The Economic Survey, 1972-73; and Annual Trade Reports.

39. The cooperatives collect the dry flowers from growers and sell
directly to the country's only extracting plant in Arusha in the Northern
area, and to collection centers operated by the Tanganyika Extract Company
Ltd. (TECO) in the South. The cooperatives are paid on the basis of weight
and pyrethrum content of flowers received at factory gate.

40. TECO is owned 49% by NDC and 51% by Mitchell Cotts Ltd. (MCL), a
UK based company. The Arusha plant with a capacity of 7,000 tons is owned
by TECO. A series of agreements (now contested by TPB), between TPB and TECO
form the central structure of the pyrethrum industry, particularly the market-
ing and processing components. When NDC acquired shares in TECO previously
wholly owned by MCL, a loan was negotiated with a foreign institution which
was linked to the "Marketing Agreement and Managing Agreement," involving NDC,
TECO, MCL and the finance company. Under these agreements MCL was appointed
as managing agents of TECO as well as the sole overseas selling agent. Under
the Refining Agreement between TECO and MCL, the latter undertakes to-refine
the crude extract produced by TECO for a fixed royalty fee of Tsh 2.00 per
pound of refined extract. The alleged limited disclosures by MCL of manufac-
turing profitability of pyrethrum extract beyond the crude stage have caused
TPB to contest some of the agreements. In addition, TPB has only limited
access to TECO's financial records.
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41. The marketing of pyrethrum flowers between the cooperatives and
TECO's extracting plant was regulated under the Flower Purchase Agreement
between TECO and TPB. That agreement expired in 1972 and' TPB has refused to
renew it on the grounds that it and all other long-term agreements should be
made subject to possible changes, after completion of a study by TPB - a
condition apparently unacceptable to TECO.

42. In the face of these uncertainties, TPB is proposing that it be
given more regulatory powers through reorganization into an Authority. It
also expects to gain leverage and room for independent action by setting up
its own processing facilities in the Southern Highlands, a plan which has
progressed beyond the physical appraisal stage with FAQ assistance. However,
at the time the Mission was in the country, a decision had not been made by
Government; this will apparently be made only after solution of such delicate
questions as withdrawal from existing contractural obligations and the feasi-
bility of alternative arrangements for external marketing.

43. Prospects for the future of pyrethrum are difficult to forecast as
the chemical industry is vigorously looking for a synthetic substitute with
the virtually instant and forceful but short duration effect and low toxicity
to mammals characteristic of pyrethrum. For the time being, however, there
is no sign of a substitute combining all desirable properties of pyrethrum.
Yield increases up to 500-600 kg/ha should be possible on well managed fields.
The improvements required would be planting of vegetatively propagated clones
with high yield and pyrethrin content, ridging of water-logged soils, ferti-
lizer application, proper weeding and picking and proper drying to maintain
quality. Further research is needed to make pyrethrum a more attractive crop.
Where climatic conditions are favorable, returns to farmers, labor and land
are relatively good.

B. Food Crops

44. There is much less information on food crops than on cash crops
since a large portion is grown on a subsistence basis or traded through un-
official channels. The area under food crops is estimated to be ab,out 3.0 -
3.2 million ha, accounting for 66 - 71% of the area under cultivation. The
main food and oil crops account for an estimated 2.8 million ha of this area
(Table 2.10).
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Table 2.10: ESTIMATED AREA UNDER MAIN FOOD CROPS, 1972

Crop Ha Hrcp Ha Ha

Maize 1,174,500 Beans 271,500 Cassava 285,000

Millet 256,400 Groundnuts 37,000 Irish Potatoes 22,900

Sorghum 295,000 Sesame 31,000 Sweet Potatoes 32,000

Wheat 80,000 Castor 67,000 Bananas 98,000

Rice 177,500

Subtotal 1,983,400 406,500 437,900

Total 2.827.O00

Source: Mission, based on Kilimo 1972 production estimates.

Maize

45. Maize is the most important cereal crop in Tanzania and the staple
food of much of the rural population. In 1971 the Ministry of Agriculture
(Kilimo) estimated the area grown at 735,000 ha by using an average yield of
900 kg/ha. The Mission believes the area is much greater and estimates a
total area of 1.17 million ha in 1972 based on average yields of 750 kg/ha.
Production has fluctuated around a slightly rising trend in recent years
(Table 2.11) though it has since probably declined significantly in 1974.
Yields vary widely throughout the country and from season to season with a
range of 600 - 1,800 kg/ba. Under good husbandry and in suitable areas yields
of 5,000 kg/ha may.be qbtaned, Maize is grown all over Tanzania, but the bulk
of production comes from Aruha, Tanga, Dodoma, Iringa, Mbeya and Tabora regions.
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Table 2.11: PRODUCTION AND MARKETING AND PRICES OF
MAIZE, 1968-1972 CROP YEARS

1968/72
Annual

1968/69 1969/70 1970/71 1971/72 1972/73 Average
---- ------------ '0_00 tons --------- ----------

Harvested Production 655 593 767 661 881 711

Marketed Production 148 117 278 123 227 /2 179

NAPB Purchases /1 128 54 185 43 114 /2 105

NAPB Imports - 47 - 92 79 /2 44

NAPB Exports 52 - 53 - - 21

Stocks, Year-end 46 23 37 12 51 34

Marketed as % of
Harvested Production 23 20 36 19 26 25

NAPB as % of Marketed
Production 86 46 67 35 50 59

Producer Prices (Tsh/ton) 265 275 250 242 264

/1 NAPB - National Agricultural Products Board.
/2 13 month provisional estimate, June 1, 1972 - June 30, 1973.

Source: Ministry of Agriculture.

46. Under the recent reorganization of marketing parastatals, the
National Milling Corporation (NMC) took over from the National Agricultural
Products Board (NAPB) marketing responsibilities for basic food crops including
maize, wheat, paddy, cassava, beans, sorghum and millets. As the new organi-
zational and legal framework for NMC had not been finalized by fall of 1973,
it is not clear what exactly the marketing procedures for these crops are
going to be. In the past, the cooperative system served as the exclusive
agent of NAPB in collecting crops from and in supplying cereal products and
animal feeds to farmers. Crops were sold to the cooperative society acting
as purchasing agent for the Cooperative Union and then physically moved
on behalf of the Union to a Union-owned or an NABP-owned or rented storage
facility for sale to NAPB. Physical and commercial transactions were subse-
quently carried out by NAPB. Cereals were largely sold to mills owned by
NMC, the Cooperative Unions or private individuals.
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47. Marketed surpluses of maize are determined primarily by the size
of the crop and producers' cash requirements. Where the opportunity exists,
farmers sell maize in the local market at generally more than double the
official price paid by the cooperative societies. Such sales are permitted
in small quantities and are made to local consumers rather than traders.
Over the 1968-72 period, annual marketed production of maize is estimated
to have varied by more than 100% and averaged 179,000 tons. This quantity
represented about 25% of the average annual maize production. Of the marketed
volume, less than 60% moved through NAPB. The strong variation in domestic
production has necessitated imports in some years and exports in others.
In calendar year 1972, net imports of maize and maize flour amounted to over
137,000 tons valued at Tsh 68 million. These declined somewhat in 1973 but

-in 1974 they are likely to increase dramatically to some 400,000 tons.

48. Processing of maize and other major cereals can be classified into
three categories: hand milling, contract milling and commercial milling.
Hand milling on farms is particularly prevalent for maize and paddy. This
method is time consuming but has the advantages of not requiring any cash
outlays and retention of by-products on the farm. Contract milling is done
by small local mills, mostly owned by private individuals. Farmers have
their grains for home consumption milled for a fee, ranging from 5 - 12 cents
per kilo, and generally leave milling by-products with the mills in lieu of
part of the milling fee. There are a large number of contract mills in the
country, but many villages still do not have access to one and service in
others is often interrupted by breakdowns. Commercial milling refers to the
milling of cereals entering commercial channels, i.e., other than for home
consumption. Licensed commercial maize milling capacity is over 200,000 tons
per year; NMC alone could mill as much as 100,000 tons per year. Existing
capacity is considered sufficient until 1980 on a global basis. However, maize
mills are concentrated in consumer centers and deficits in milling capacity
are common in areas such as Dodoma, Iringa, Kilimanjaro and Singida Regions,
which produce commercial surpluses. This distribution of mills is inefficient
and contributes to high marketing. costs.

49. Accelerated development of maize is favored by the crop's agronomic
and market potential. It has better prospects for yield improvement than any
other cereal in Tanzania, as it has a wide adaptability and can be grown through-
out the country except at the highest altitudes where frosts occur. 'As is
evident from Table 2.12, yields increase with increasing altitude; good yields
are obtained above altitudes of 900 m where hybrids are the highest- yielding
varieties. In trials over the last 6 years in Tanzania, the top four varieties
have yielded 29% more than local varieties. The difference will increase with
improved husbandry. For low rainfall areas like Dodoma,- the Table indicates
that only low yields are possible. Although sorghum and millets-are more com-
petitive in such areas, market demand and food preference tend to favor maize.
High lysine maize, i.e., maize with an improved protein quality is being
developed at Ilonga and will be available within 3-4 years. Maize response to
fertilizer has been encouraging and trials carried out by the Ukiriguru Research
Station indicate that with good husbandry and improved varieties a yield in-
crease from fertilizer of 65 percent can be achieved.
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50. An increase of the national maize yield by 100 percent could be
achieved over a period of time if all these opportunities were implemented
as a package. The attainable yield potential varies between 2,500 kg/ha
in Dodoma and 6,000 kg/ha in Arusha, Kilimanjaro and Mbeya. From a production
point of view self-sufficiency could be attained along with a considerable
surplus for export or fattening of animals. At what pace this development
will take place Is largely dependent on how soon supporting services can be
made more effective.

Table 2.12: RESEARCH YIELDS OF MAIZE IN TANZANIA DURING
THREE CROPPING SEASONS

Adjusted Yields, kg/ha
Altitude. m Variety All Sites Top 50%

Below 300 Ilonga Composite A 3,130 4,010
300 - 900 " 3,400 4,410
900 - 1,800 " 2,230 -
(low rainfall)
900 - 1,800 H 511 5,780 6,170
Above 1,800 H 613 6,370 7,740

Source: EAAFRO.

Wheat

51. While eight Regions produce wheat, one Region, Arusha, accounted
for 60% of total production and 90% of all the wheat marketed in 1972. The
area under wheat is estimated at 80,000 ha and production has been growing
rapidly since 1969 (Table 2.13). Yields average between 700 - 1,200 kg/ha,
although large scale growers around Arusha can achieve higher yields. In the
Southern Highlands yields are generally lower. Tanzania relies on wheat
varieties bred at Njoro in Kenya.
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Table 2.13: PRODUCTION AND MARKETING OF WHIEAT, 1968-71 CROP YEARS

1968/72
1968 1969 1970 1971 1972 Annual Average

…'----------------- '000 tons ------------…----------

Harvested Production 54 41 71 84 98 70
Marketed Production 28 13 34 49 62 37
NAPB Purchases 25 21 43 57 51 /1 39
NAPB Imports 37 36 12 46 n.a. n.a.
Marketed as % of

Ilarvested Production 52 32 48 58 63 53

/1 13 month provisional estimate, June 1, 1972 - June 30, 1973.

Source: Ministry of Agriculture.

52. The relative magnitude of marketed quantities indicates that
practically all wheat not consumed on farms is marketed through official
channels. Tanzania's domestic production falls short of domestic demand and
the country has to purchase wheat abroad. In calendar year 1972, net imports
of wheat and wheat equivalent of flour totalled about 42,000 tons valued over
Tsh 21 million. Wheat is processed in two mills owned by NMC and located in
Dar es Salaam and Arusha. Total capacity is under 70,000 tons per year which
barely satisfies present requirements. It may be necessary to plan an expansion
of up to double that capacity by 1980.

53. Experience gained thus far shows that the potential for growing
wheat at altitudes below 1,200 m is low due to disease infestation and
drought hazards. Further sizeable production increases from the present
acreage are possible. Fertilizer alone has increased yields in field experi-
ments by 30-40 percent and improved Kenyan varieties have added another
20 percent. Although yields in some cases have been extremely low, with good
management yields of up to 3,000 kg/ha should be attainable.

54. In parts of the southern regions a serious decline in yields has
been observed, and an investigation of the cause of this problem is underway.
Until the cause for the low yields is established, wheat growing should not
be launched on any significant scale in that area. In the northern area
there is limited room for expansion.

55. At present producer prices of Tsh 0.44/kg wheat is reasonably com-
petitive with other crops and continued expansion in production can be ex-
pected. Large scale expansion efforts similar to Government's State Farm
wheat program of the Second Development Plan - which performed poorly - should
be attempted only with caution until some crucial research findings become
available.
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Rice

56. Tanzania is now self-sufficient in rice in a normal crop year.
The self-sufficiency goal was adopted in the Second Development Plan and one
of the first measures taken was an increase in the producer price in 1968.
Since then, prices have remained relatively high (Table 2.14). Production
has been basically level since 1970, reaching a peak in 1971 and falling back
again thereafter. Yields average about 950 kg/ha, and range from 500 - 1,200
kg/ha under rainfed conditions. Yields of up to 3,000 kg/ha may be obtained
with irrigation. The main producing areas are Tabora, Mbeya, Morogoro, Mwanza
and Shinyanga Regions.

Table 2.14: PRODUCTION AND MARKETING OF PADDY, 1968-1972

1968/72
Annual

1968/69 1969/70 1970/71 1971/72 1972/73 Average
------------------- -00 tons ----------------- _____

Harvested Production 126 139 184 193 171 163
Marketed Production 54 72 102 69 72 74
NAPB Purchases 46 60 93 68 61 /1 66
NAPB Imports - - - - - -
Other Imports /2 15 8 7 10 6 9
NAPB Exports - - - 4 10 /1
Marketed as % of

Harvested Production 43 52 55 36 42 45
NAPB as % of

Marketed Production 85 83 91 99 85 89

Producer Prices (Tsh/ton) 472 517 580 524 565

/1 13 month provisional estimate, June 1, 1972 - June 30, 1973.
/2 Calendar Years.

Source: Ministry of Agriculture: Bureau of Statistics.

57. Licensed rice milling capacity is over 150,000 tons of paddy equi-
valent, and as such is well above requirements until the end of the decade.
However, as with maize mills, the location of rice mills is sub-optimal;
Tabora and Mara Regions seem to be particularly deficient in this respect.
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58. In the event of surplus production of rice, disposal through export
would be somewhat of a problem because of the generally low quality. Conse-
quently research on rice should look into varieties of a better quality than
those grown at present in Tanzania. Improved milling could also improve
quality and acceptability.

59. Rice cultivation is predominantly rainfed. Generally rice is grown
on more fertile soils than other cereals, but it is also grown on waterlogged
soils where no other cereals will grow. The yield potential is high; yields
of 3,000 - 4,000 kg/ha are not uncommon. In Kyela district, Mbeya Region,
yield potential is estimated at 3,500 kg/ha.

60. Since exports of Tanzanian rice are unlikely to be profitable in the
second half of the 1970's, "self-sufficiency" prices should be carefully main-
tained to avoid accumulation of surpluses. Such a policy could entail a
gradual deterioration of relative paddy prices vis-a-vis competing crops.

Sorghum and Millets

61. Both bulrush and finger millets are grown in Tanzania, although
their relative importance has declined in competition with maize. Neverthe-
less, Mission estimates suggest a total planted area of 256,000 ha with an
average yield of 500 kg/ha. Kilimo estimates 1972 production at 128,200
tons, of which 55,800 tons was marketed. Millet is mostly grown in the drier
central areas of Dodoma, Mara and Singida. Damage from birds is a major
production problem.

62. The area under sorghum has declined from 400,000 ha in 1968/69 to
an estimated 295,000 ha in 1972/73, again reflecting the change to maize.
Production in 1972 was thought to be 221,000 tons, of which 38,000 tons were
marketed. These estimates are the highest since 1964 and suggest excellent
yields. Average yields vary from 500-750 kg/ha, though higher yields are
possible with improved varieties. Dodoma, Kigoma and Singida Regions are
the major producers, although sorghum is grown in most Regions. Sorghum is
extensively used for making local beer. Marketing of sorghum and bulrush
millet has been controlled since the 1971/72 crop season, at which time
controls were established as a result of the maize crop failure during the
preceding season. However, NAPB purchased only 300 tons in the 1971/72
season, and over 3,000 tons in 1972/73. Finger millets are expected to come
under control in the near future. Production, marketing and prices are shown
in Table 2.15.



ANNEX 2
Page 23

Table 2.15: PRODUCTION AND MARKETING OF SORGHUM AND MILLETS,
1968-1972 CROP YEARS

1968/72
Annual

1968 1969 1970 1971 1972 Aveiage
…'____-----------'000 tons -----------------

Harvested Production 286 282 321 236 349 295

Marketed Production 58 53 65 69 94 68

NAPB Purchases - - - 3

Marketed as % of
Harvested Production 20 19 20 29 27 23

Producer Prices (Tsh/ton)
Sorghum 294 296 356 370 388
Finger millets 439 434 513 470 517

Source: Ministry of Agriculture: Bureau of Statistics.

63. The development of sorghum and millets should not be neglected
although their yield potential is lower than that of maize. In dry areas
such as Dodoma the ever-impending risk of crop failure in a drought year is
significantly reduced if maize is substituted by drought resistant crops like
sorghum and millets. Available data indicate that sorghum yields could be
improved by 100 percent under favorable conditions. The national average will
not increase to that extent, however, since sorghum is grown in areas where
drought years are frequent and the yield potential is not realized. In Mbeya
Region, the potential is estimated at 4,000 kg/ha. It might be possible in
exceptional cases to reach a somewhat higher figure.

Sugar

64. The total area under sugarcane has been estimated by BRALUP as
14,000 ha; this is divided mainly between four estates and some outgrowers.
The four estate companies, which together form the Tanganyika Sugar Manufac-
turers Association, are the privately owned Tanganyika Planting Company (TPC),
the Government-owned Kilombero Sugar Company, the Mtibwa Sugar Estates (owned
60% by Government and 40% privately), and Kagera Sugar Company Ltd., which is
a parastatal. Sugarcane is processed in estate-owned factories. The Kilom-
bero and Kagera plants receive some cane from outgrowers in addition to their
own estate production. T.P.C. produces approximately one-half of total
domestic output (Table 2.16).
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Table 2.16: ESTATES- SEB IN TOTAL SUGAR PRODUCTION, 1972/73 SEASON

Factory/Estate Togpaate Produced Percent of Total

T.P.C. 48,587 52.7

Kilombero 33,480 36.3

Kagera 6,571 7.1

Mtibwa 3t642 3.9

To;al 9 100.0

Source: Ministry of AgrijiIt4m.

65. Produotioz of Vu$4r stagna,teA over the pAst five years while
consumption increeed r.pU1y, * ,aa ilg *ports to soar (Table 2.17).
The substanttal. $rwth in m*qr in4mt pTiaQr to 1968 van maiuly due to can
area expansion. Yiql4ds at cute vary between 145 tons/ha under irrtgation
at Arusha, 95 tonqlha irrzgatsd #t KRlobero, 4nd 74 tons/ha rslufed. The
overall aver#ge yield of ugW iS Low 6S around 6.3 tons/ha, b1t would be
nearer 8.0 teias/ha it 1ngra o poQr production (1.83 tons suoarIha) is
excluded. At Kag*r;, =mb of tb crop haS recently not been harvested
because of shortages *! labor.

TabLe 2.17; PR 7OQMT hZS1 OPAN tMPIOF SUGAR, 1968-1972

a"4D li69 1970 1971 1972

Production ('000 tqa#) 82.4 92.0 87.3 95.8 88.5

Percent muaJ Qpwi +5.7 +11.7 -5.1 +9.7 -7.6

Consauption ('000 toa$) 82.9 88.7 107.6 125.3 136.6

Percent AamaJ tjge !e9.9 +7.0 +21.3 +16.4 +9.0
Consuwpti% o a 1 p I £i) 6.6 6,9 8.1 9.2 9.8

Imports

Volume ('000 tpw) 5.6 3.1 4.6 27.1 50.3
Value (Tch UliUoa) 3.2 2.0 3.3 25.9 73.3
Price (Tsh/tW $70 650 720 960 1,460

Source: The £conoPic Sury, ign-73; Annv# Trade Reports.
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66. The Tanzania Sugar Development Corporation (TSDC) is responsible for
controlling and regulating production and marketing of sugar in Tanzania.
It has a buying moniopoly on sugar and purchases all sugar produced in Tanzania
as well as all required imports. TSDC will also take over from NAFCO manage-
ment of the public sugar estates. The cooperative unions act as the exclusive
regional wholesalers, with the temporary exception of Kigoma and Singida Regions
where the State Trading Corporation (STC) performs that function. The rail-
ways are the predominant means of transport and allow special freight rates
for sugar. Hired truck transport plays an important role in the shipment to
and from rail loading points and in areas without railroads. The Unions and
sugar companies also provided transport services.

67. Difficulties in the administration of the highly complex control
mechanism and supply and distribution problems have resulted in temporary
shortages of sugar in various localities in recent months. The exact causes
are hard to pinpoint, but the uniform price policy (Annex 12), shortfalls in
domestic production and foreign procurement as well as transport bottlenecks
appear to have been major factors.

68. The yield of sugarcane grown on an estate basis is estimated in the
feasibility study on the Kilombero II Project as 108 tons/ha under irrigation
and 83 tons/ha rainfed. The estimate of 75 tons/ha from outgrowers' rainfed
cane seems optimistic.

69. It is evident that the capacity of the existing factories is in-
sufficient to meet the future demand. Since suitable land is available for
a considerable expansion of the production within the country, action should
be taken to: (i) improve the efficiency of the existing production units to
make sure that they are utilized to full capacity; (ii) implement planned
expansion of existing factories from the present capacity of 110,000 tons to
175,000 tons in 1984; (iii) complete the studies undertaken on new factories
in Kagera and Kilombero with a production capacity of 115,000 tons and take
prompt action on proposals made; and (iv) initiate studies on ways and means
to meet the remaining need for sugar in 1985.

Mixed Beans

70. A wide variety of beans and pulses (cowpeas, soybeans, chickpeas,
grams, bambara nuts, peas, etc.) are grown throughout Tanzania and these
provide an important source of protein in local diets. The estimated area
under mixed beans in 1972 was 271,500 ha, but beans are nearly always inter-
planted with other crops. Kilimo estimated production in 1972 at an excep-
tional level of 152,855 tons, of which about 46,500 tons was marketed. The
1968-72 annual average volume marketed of 27,000 tons was about 22% of
average annual production for the period. Mixed beans account for 80 - 90
percent of all pulses produced in Tanzania. It is difficult to give yield
figures for such a wide variety of beans, but the mixed beans seen in markets
would be likely to yield between 220 - 670 kg/ha. Beans are grown in most
Regions but Kigoma, Mwanza, Tanga and W4est Lake Regions are the math producing
areas.
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71. During the 1972/73 crop season it was decided that beans should be
brought under the control of NAPB, but that decision was subsequently modified
to exclude Arusha and Kilimanjaro Regions where the Cooperative Unions were
considered to provide adequate marketing services. NAPB was left with the
trade in inferior quality beans and served primarily as a channel to supply
famine stricken areas. Tanzania has been a net exporter of dried beans, peas
and other leguminous vegetables; exports in 1972 exceeded imports by 11,700
tons at a net value of Tsh 14.6 million.

72. In Arusha Region seed beans are grown on a large scale for export
to Europe. The potential for expansion of this product is good. In the
same Region navy beans are also grown for export. Elsewhere beans of various
kinds, mostly Phaseolus beans, are grown by smallholders for home consumption,
predominantly in medium altitude areas. In these areas yields are very low -
one major reason being heavy attacks from beans rust and bean anthracuose.
The yield potential of Phaseolus beans is estimated by the Mbeya research
station to be approximately 1,500 kg/ha under average field conditions.

Cassava

73. Cassava is grown widely as a food and famine reserve crop. The
main areas of production are Tanga, Tabora, Mara, Kigoma and Coast Regions.
The area under the crop is thought to be 285,000 ha, and an estimated 793,000
tons of dried cassava were produced in 1972. Yields vary between 2,500 and
3,300 kg/ha of dried cassava. During the 1968-72 period, average annual
marketed production was estimated at 198,000 tons of dried cassava, or 26
percent of harvested production; about 181,000 tons were marketed in 1972.
Domestic trade is left to the private sector and is restricted to the supply
of local markets. In 1972/73 NAPB handled 16,000 tons of cassava largely
destined for export as chips to the Federal Republic of Germany. Very small
quantities were supplied to local customers for industrial use.

74. There is still great scope for an increase in cassava production,
and alternative uses, e.g., starch preparation, should be looked into.
Cassava does not compete with other crops. It is grown on marginal land and
at the end of the cropping cycle as a fallow crop. It requires minimal care
and does not exhaust the soil.

Bananas and Plantains

75. Bananas and plantains are grown on a wide scale and provide the
staple food for a large part of the population in low and medium altitudes
and in wet areas. Major growiiig areas are West Lake, Mbeya, Kilimanjaro,
Tanga, Arusha and Kigoma Regions. The 1972 estimated production fror about
98,000 ha was 1.2 million tons, of which some 230,000 tons was marketed.
Average yields are on the order of 12-13 tons/ha.
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76. Improved husbandry practices such as proper de-suckering, weeding
and spacing would improve the production. Inter-cropping with other crops
tends to affect adversely these crops due to the heavy coverage and shadowing
provided by bananas, and the extension service should disseminate the recomr-
mendations worked out by the Lyamungo research station on the practice of
inter-cropping. Bananas have an advantage over annual crops in areas prone
to erosion, as being a perennial crop, they provide a protecting soil cover
year round.

Oil Crops

77. Groundnuts, sunflower, sesame, castor, copra, palm kernel and
soybeans make up the oil crop sector - excluding cotton seed which is a by-
product of the cotton crop. Groundnuts, palmfruit and copra are largely
consumed within Tanzania while the other crops are mainly grown for export.
The area under groundnuts, sesame and castor is estimated at 135,000 ha;
the area under the other crops is not known. Estimated production of oil
crops is shown in Tables 2.18 and 2.19. Apart from groundnuts, a large pro-
portion of these crops is marketed. The main producing regions are Morogoro,
Dodoma, Iringa, Shinyanga and Tanga, but individual crops may only be grown
in two or three regions.

Table 2.18: PRODUCTION OF OIL CROPS, 1967-1972

1967 1968 1969 1970 1971 1972
…-… '000----------'000 tons--------------------

Groundnuts 43.3 25.4 21.8 26.4 29.6 31.1
Sunflower 11.4 8.2 12.3 7.9 13.6 6.5
Sesame 9.3 11.3 10.2 10.8 9.9 6.7
Cotton seed 127.8 97.2 133.6 142.0 120.5 145.0
Castor seed 11.8 12.9 6.1 9.8 12.1 14.7
Copra 11.7 12.3 13.4 11.4 11.6 12.0
Palm kernels 1.1 1.1 1.1 1.0 1.1 1.1
Soybeans 0.3 0.2 0.4 0.4 0.2 1.5

Source: Ministry of Agriculture.
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Table 2.19: VALUE OF OIL CROP PRODUCTION, 1968-1972

1968 1969 1970 1971 1972
----------------- Tsh million----------------

Groundnuts 41 ¢9 25 20 31
Sunflower 4 4 2 2 3
Sesame 10 12 11 10 11
Cotton seed 30 43 52 43 59
Castor seed 7 9 9 8 9
Copra 7 11 6 8 10
Coconut 11 11 12 16 20

Source: The Economic Survey, 1972-1973.

78. Groundnuts are grown as a subsistence pulse crop in large parts of
the country at altitudes below 1,500 m. Yields range from 300 to 700 kg/ha
of shelled nuts. The crop is a valuable complement to cereals. Only a minor
fraction of the production is processed for oil production. From a nutritional
point of view an increased production of pulses is desirable, since the major
food crops, i.e., maize, bananas and cassava, are very poor in protein. With
improved husbandry and a good crop rotation, yields are about twice as high as
under traditional farming. Further yield increase can be achieved by control
of aphids transmitting rosette virus. Research at Hombolo research station
indicates a yield potential of about 1,500 kg/ha. The area grown per farmer
is small, as the labor requirements for lifting and shelling are high.

79. Sunflower and castor are frequently intercropped. Sunflower is con-
sidered to have a yield potential of about 2,000 kg/ha under favorable condi-
tions, but the crop is largely confined to rather dry areas where the attainable
yield is lower. Bird damage is a problem in some areas. Perennial castor,
which is the only type grown in Tanzania, has a very low yield potential and
is definitely a dry area crop. At the present yield levels of 200 - 300 kg/ha
the economics of growing castor is doubtful. If it is grown in pure stands,
it is heavily attacked by insects.

80. Sesame is drought resistant and grown at low altitudes, mostly in
the southeastern provinces. It does not possess a high yield potential, and
present yields are about 250 kg/ha. It is grown by peasants and is mostly
processed and consumed locally.

81. The relatively modest producer prices may not have provided enough
incentive for improvements in production of oilseeds. On an average basis,
prices received by farmers for groundnuts, sesame and sunflower in' 1972 (shown
in Table 38 of the Statistical Annex) were only about 60 percent of realized
export prices for those crops. Higher farm prices would most likely act as
a powerful stimulus to production.
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82. Coconuts are produced at low altitudes, mainly along the coast.
The total area grown in the country is difficult to estimate but seems to be
in the region of about 40,000 ha with a considerable scope for expansion.
Very little research has been done in the country, and the long-term prospects
for yield improvements are good, provided that growers are given a sufficiently
strong incentive. As the oil seeds produced in Tanzania are not sufficient to
cover domestic demand, efforts should be made to increase production within
the country. Opportunities for expansion of the production are good, but it
is evident that more research is needed to establish priorities between various
oil crops and the location of production. Emphasis should continue to be put
on local processing.

83. Soybeans are grown on small areas, mo§tly on large farms, and the
degree of success with the crop has varied. Good yields have been achieved at
low altitudes but the crop seems to be poorly adapted to altitudes above
1,350 P'. The nutritional value of soybeans is high but a special preparation
technique is required to make them palatable. Although little information is
available, the potential yield under field conditions is estimated to be the
same as for Phaseolus beans. The scope for increased production seems to be
very good, and soybeans should be given priority in the research program.
For the time being, export prospects are excellent and field scale production
should be encouraged in suitable areas as a pilot scheme.

84. Mlarketing arrangements for oil crops are not uniform. Controlled
crops have to move through.the one-channel system prescribed by law. The
General Agricultural Products Export Corporation (GAPEX) has marketing juris-
diction over sunflower, sesame, groundnuts and castor seed, the Cotton
Authority over cotton seed and STC and the Tanga Region Cooperative Union over
copra. Until the formation of GAPEX, oilseeds - with the exception of cotton
seed - were marketed through NAPB. The cooperative system serves as the
collection agent for the parastatal agencies. GAPEX assumes ownership of the
crops upon delivery to a depot of its up-country buying agent, generally the
cooperative UJnion. If NAPB's practices are continued by GAPEX, the oilseeds
will be sold to the domestic trade (NDL, Cooperative Unions, private traders),
to local oilmills and to foreign buyers. Purchases and exports of the major
oil seeds are shown in Table 2.20.

85. The Cotton Authority becomes owner of cotton seed after the seed
cotton is ginned at the Union-owned ginneries. The Authority distributes
the necessary quantities of seed as planting material free of charge to
farmers. The remaining production is allocated to local oil mills according
to quota arrangements at predetermined prices. Virtually all cotton seed
oil is consumed domestically.

86. While fresh coconuts are not subject to compulsary marketing
orders, copra marketing is controlled. In Tanga Region the Tanga Coop!erative
Union is the only authorized marketing agent. In Coast and Mtwara Reglions
STC has handled the selling of copra to local millers or for export onl behalf
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of the Unions without taking legal title to the product. It is not clear at
this time whether GAPEX will assume full marketing responsibility for copra
or will have simply an export function, or whether the new Regional Trading
Corporation will take over STCts present role. Tanzania has occasionally
exported sizeable quantities of copra and coconut oil, but recent trends are
sharply downward (Table 2.21).
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Table 2.20: PURCHASE 21, EXPCRT VAND PRICES / oF SELECTED OILSMMDS, 1966-1972

1966 1967 1968 196) 1970 1971 1972

Groundnuts

'urchases ('000 tons) 7.6 7.7 6.2 3.5 3.1 3.3 3.5
Buying Price (Tsh/ton) 1,230 1,230 1,230 1,345 1,380 1,450 1,48&
Ex)ort Volume ('000/tons) 4.9 5.9 3.9 1.2 1.3 0.3 0.1
Ex-,ort Value (Tsh ftl11.) 7.0 7.3 5.5 2.3 2.3 0.5 0.1.
Exoort Price (Tsh/ton) 1,430 1,250 1,430 1,890 1,690 1,430 1,590

Sesame

Purchases ('000 tons) 6.9 7.6 5.6 7.5 5.4 8.1 8.2
Buying Price (Tsh/ton) 1,210 1,400 1,400 1,380 1,340 1,340 1,600
Ex-port Voluiie ('000/tons) 7.4 6.5 7.1 7.3 5.3 6.4 9.6
Export Value (Tsh Mill.) 12.2 11.7 10.0 11.2 9.8 13.1 19.9
Export Price (Tsh/ton) 1,650 1,810 1,480 1,540 1,860 2,050 2,080

Castor Seeds

Purchases ('O00tons) 4/ 13.5 8.9 10.5 6.0 14.4 13.1 12.9
Buying Price (Tsh/ton) 740 685 830 920 820 780 860
Export Volume ('000 tons) 16.1 14.1 7.8 8.7 2.8 24.7 9.9
Export Value (Teh Mill.) 12.9 13.0 8.1 6.7 2.4 19.7 10.3
Export Price (Tsh/ton) 800 920 1,080 1,010 870 800 1,040

Sunflower Seeds

Purchases ('000 tons) 5/ 5.5 4.8 7.5 5.8 7.8 b.2 8.8
Buying Price (Tsh/ton) 560 535 535 565 555 575 740
Export Volume ('000 tons) 5.6 4.2 4.8 4.5 10.1 5.3 8.1
Export Value (Tsh Mill.) 5.2 3.2 3.5 3-5 8.9 L.2 7.1
Export Price (Tsh/ton) 940 760 730 770 890 790 870

1/ Purchases are for crop years beginning in reference year.
2/ Exports are for calendar years.

B/ 9uying prices are f.o.r. coast, i.e. into-store plus freight costs to Dar es
Salaam.

4/ FAQ Grade.
j/ Tanzania mixed; 1972 includes black variety.

Source: NAPB & Annual Trade Reports
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87. Palmnuts and kernels and soybeans have not been subject to any
marketing orders and are traded privately or through STC. Soybeans produced
on state farms are sold by Kilimo through STC. GAPEX is legally empowered
to handle any crop that is not specifically assigned to any other agency and
compulsory marketing of these uncontrolled crops is a future possibility.

88. Within their own District, producers may legally sell oilcrops to
consumers in that District. Prices in these transactions reflect local market
conditions rather than controlled official prices. In inter-District trade
strict enforcement of compulsary marketing orders is difficult since oilseeds
are relatively high-value, easily transportable crops. Illegal sales outside
the one-channel marketing system are occuring but the extent of such sales,
domestic as well as for export, is difficult to ascertain.

Table 2.21: EXPORT OF COPRA AND COCONUT OIL, 1968-1972

1968 1969 1970 1971 1972

Copra

Volume ('000 tons) 11.8 16.6 9.6 5.1 1.4
Value (Tsh mil.) 16.8 19.0 12.1 6.9 2.0
Price (Tsh/ton) 1,430 1,140 1,250 1,360 1,450

Coconut Oil

Volume ('000 tons) 1.5 4.7 8.9 5.1 3.0
Value (Tsh mil.) 4.4 11.1 22.0 13.9 8.3
Price (Tsh/ton) 3,030 2,390 2,460 2,730 2,720

Source: Annual Trade Reports.

Horticultural Crops

89. Fruits and vegetables are basically subsistence crops and only a
small part of the crop is marketed. As prices are high and as these crops are
frequently unavailable in the market place, per capita consumption in urban
areas is thought to be considerably less than in rural areas. The main crops,
in roughly the order of volume of sales, are for vegetables: tomatoes, spinach,
other leafy vegetables, green beans, cucumbers or pumpkins, and onions; for
fruits: cooking bananas, sugar cane, ripe bananas, pawpaw mangoes and citrus;
and for starchy roots; cassava, sweet potatoes, and Irish potatoes. Total
consumption in 1972 may have exceeded 600,000 tons for vegetables, 1,300,000
tons for fruits and 1 million tons for starchy roots (taking cassava on a dry
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weight basis). These estimates are considerably above trend values based on
1965 FAO estimates or the 1969 Household Budget Survey results, largely because
more recent appraisals (particularly at Kilimo), point towards an underestima-
tion in previous years.

90. The marketing of fruits and vegetables is not controlled and is
carried out by producers selling directly in the market as well as by a well-
established chain of middlemen operating in the larger markets. Product
perishability and weight and poor market organization are the main reasons
why vegetables are not sold beyond local markets. In rural areas where
commercial demand is highly limited, selling of produce is very time
consuming and prices fluctuate tremendously. Traditional trading arrangements
in urban areas are characterized by very large margins, particularly at the
wholesale level, and inherent inefficiencies have prevented these arrangements
from adequately serving either producers or consumers. Fruit is marketed
over wider geographical areas - particularly fruit with longer shelf lives -
but the marketing deficiencies are similar to those in the vegetable trade.

91. Tanzania has excellent possibilities for development of horticul-
tural crops. Although the mission visited few of the potential growing areas,
it understood that Regions such as Arusha, Kilimanjaro, Tanga, Iringa and
Mbeya have excellent prospects for the production of high value horticultural
crops. In addition, numerous irrigation projects all over the country have
a great potential for growing fruits and vegetables. The main obstacles up
to now have been inefficient and costly marketing, lack of storage and trans-
portation facilities, insufficient export promotion, and lack of research.
The mission recommends that a study be undertaken to look into the potential
for the expansion of horticultural crops and to formulate a strategy for the
exploitation of this rather resource-consuming sector.

Cardamoms

92. Cardamoms are grown in Tanga Region and there may be possibilities
for cultivation in the Moshi and Bukoba areas. Annual production has been
around 400 tons, and since 1970 this volume has been sold through NAPB at
controlled producer prices, almost entirely for export. Future exports will
be channelled through the cooperative system, as in the past, and exported
through GAPEX. Tanzanian cardamoms are of relatively low quality. For this
reason and given the relatively high producer prices, NAPB has at times been
unable to break even, and its trade losses have tended to discourage production.
In 1972, 161 tons valued at Tsh 3.3 million were exported.
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C. Livestock

Cattle

93. Tanzania has the second largest cattle herd in Africa. Approximately
75 percent of the cattle are kept in Shinyanga, Arusha, Dodoma, Mara, Singida
and Mwanza Regions; another 18 percent are accounted for by MIbeya, Iringa
and Tabora Regions, while the remaining nine Regions have only 7 percent of
the national herd. Tables 31 and 32 in the Statistical Annex show total
numbers and the regional distribution of cattle, respectively, and Map IBRD
2915R1 depicts livestock areas. The estimate of 14.5 million cattle in 1972
(based on the 1967 census and an assumed annual growth rate of 5.5 percent),
is likely to be too high, and preliminary results of the 1972 agricultural
census indicate a herd size of under 10 million head.

94. About one-half of the cattle are owned by farmers who cultivate
some land and graze cattle mostly on communal land. This is particularly
the case in the north-western regions where cattle are kept by farmers growing
maize and cotton. About two million head belong to pasturalists; the remain-
ing cattle are either found in densely settled areas grazing around the owners'
farms, or in sparsely populated parts of the country under a variety of
farming conditions. Cattle are almost always regarded as a stock of wealth
or an insurance against crop failure and only secondarily as a factor of
production. This attitude explains farmers' tendency to look at increasing
herd size as their predominant objective.

95. The native cattle in Tanzania are of the small Zebu type. Different
breeds have been tried for upgrading, and Boran has been found to be the
most suitable. Calving rates are about 50 percent, calf mortality 20 percent
and adult mortality 10 percent.

96. A reliable estimate of offtake rates is very difficult in view of
the uncertainty about total cattle population and the large number moving
through unofficial channels or being slaughtered by subsistence producers.
The official offtake in 1972 was 375,000 head, or 2.6 percent of the herd.
The total offtake in that year, including home consumption and mortality
and estimated largely from traded hides, was about 1.1 million head, or 7.6
percent of the herd (Table 35, Statistical Annex). That rate would be upwards
of 11 percent if the preliminary 1972 census results prove to be correct.

97. Animal health problems seriously hamper increases in productivity.
Foot and Mouth Disease (FMD), present in four types, is widespread even though
all trade stock transferred inter-regionally is vaccinated against FMD.
Tsetse fly infestation covers about 60 percent of the country. Tickborne
diseases are also prevalent, but a massivc dipping campaign should help to
alleviate this problem. There are now about 1,000 dips in operation and
an additional 500 should be completed within a couple of years to provide
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free dipping services. Rinderpest and Contagious Bovine Pleuropneumonia are
being successfully controlled through vaccination programs. Poor nutrition,
often very serious in overgrazed areas, accentuates disease problems and
results in low slaughtering yields and meat quality in the traditional sector.
Health related problems are much less severe on well managed parastatal ranches.

98. The livestock marketing system is basically traditional, although
Government has been exerting increasing influence in the marketing of cattle
in order to assure sufficient supplies both for the rapidly growing urban
population and for export. Compared with the degree of Government control
established for crops, however, the livestock sector has been comparatively
free of restrictions. There are about 200 primary livestock markets in
Tanzania. More than one-half of these markets operate on a permanent basis;
others are temporary and some are presently not functioning at all. In 1968
District Councils assumed operating responsibility for the markets, but by
1972 many had withdrawn again after sustaining considerable financial losses.
The Tanzania Livestock Marketing Company will take over this function as soon
as the Company is operational. Cattle sold in these markets are not subject
to any prior veterinary control. Selling is by auction, but not all District
Councils permit buyers other than their own to participate, thus eliminating
competition. Market charges vary from District to District and are paid by
either buyer or seller, or on a shared basis. In addition to the primary
markets there are five secondary markets operated by the Ministry of Agri-
culture. Only cattle vaccinated against FMD, blackquarter and anthrax may
enter these markets, but enforcement of these control measures has been
difficult. The markets are intended to be instrumental in raising animal
health standards.

99. The major buyers of cattle are the District Councils, Tanganyika
Packers Ltd. (TPL), bush traders, foreign buyers and local butchers.. TPL
buys from District Councils, private traders and, increasingly, directly from
producers through salaried buyers. The changing roles of buyers for TPL are
illustrated in Table 2.22. The Company is in the process of switching from
purchasing on a per head basis to buying by weight, i.e., liveweight, and
scales are being installed-throughout the country. Foreign buyers, mainly
from neighboring countries, buy for live export. Private traders perform an
important function in that they often follow cattle owners, into areas remote
from markets where they provide the only convenient outlet for surplus stock.
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Table 2.22: TPL CATTLE PURCHASES, BY BUYER CATEGORY, 1970-1972

Purchases

Category of Buyer 1970 1971 1972
…'-----000 head ------

District Councils 69.5 79.6 27.2

Private Traders 45.4 43.7 53.0

TPL Buyers 8.6 14.0 82.8

Total 123.5 137.3 163.0

Source: M. Milliken, Agriculture Planning Brief Tanzania, FAO, 1973.

100. Beef consumption has grown very rapidly over the past decade; among
the urban population it has reached a level of about 20 kg per person per
year, or roughly triple the estimated rural consumption levels. The bulk of
domestic consumption is still in rural areas, however. The estimated utiliza-
tion of total offtake in 1972 in shown in Table 2.23.
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Table 2.23: UTILIZATION OF CATTLE OFFTAKE, 1972

Destination Offtake
('000 Head)

Dar es Salaam 83

Other urban markets 120

Rural from abattoirs 110

Other rural 675 - 725

Canning for export 55

Live export /1 and mortality 75 - 130

Total 1,118 - 1,223

/1 Live exports could be as high as 30,000 head, including unofficial
exports which may be as high as four-fifth's of total live exports.

Source: Marketing Development Bureau, and Mission estimates.

101. The demand for beef (growing at a yearly rate of about 17 percent),
rose most sharply in Dar es Salaam during the 1960's as a result of declining
relative prices. When it was recognized that the capital's requirements began
to seriously affect both rural consumption and exports, average retail prices
for beef were raised 34 percent in 1972. Commercial demand slowed temporarily,
but is now growing again despite further price increases in 1973. These
increases are not sufficient to match the recent strong upward pressure in
international prices; the disparity between domestic and export prices was
estimated at about 16-20 percent at the end of 1973.

102. TPL is responsible for supplying the Dar es Salaam fresh meat market
on a priority basis. In comparison with its export opportunities for canned
meat this business is unattractive for TPL, and the company has incurred
operating losses in recent years. It has operated well below its annual
capacity of 300,000 head. Lack of available slaughter stock in spite of
sharply rising cattle prices is given as the main reason for the low through-
put. Slaughterings totalled 163,000 head in 1972 and were estimated to have
fallen below 140,000 head in 1973 (Table 2.24). Slaughterings outside Dar es
Salaam are undertaken in some 62 municipal abbatoirs by licensed rural butchers,
and at three ranch abattoirs. Many of these operations are wasteful and
unsanitary and improvements are planned within the ongoing livestock develop-
ment program.
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Table 2.24: SLAUGHTERINGS OF CATTLE BY TPL FOR FRESH MEAT AND CANNING,
CATTLE WEIGHTS AND PRICES, 1968-1972

1968 1969 1970 1971 1972
------- head------------------

Slaughterings
For the Dar es Salaam Market 46,781 53,842 63,735 83,000 81,764
For Canning 81,608 109,836 59,800 54,296 81,177

Total 128,389 163,683 123,535 137,296 162,941

Average liveweight at factory
(kg/head) 238 231 230 226 221

Average producer price
(Tsh/head) n.a. 214 247 304 s 366

Average cost at factory gate
(Tsh/head) n.a. 293 321 378 453

Source: Tanganyika Packers, Ltd.

103. The livestock development program is particularly aimed at improving
expcrts which in view of the country's potential have been disappointing
(Table 2.25). Efforts have been made to improve stockroutes, holding grounds,
and disease control but losses are still heavy. From 1968 to 1973, the First
Livestock Development Project involving the establishment of five ranches was
carried out fairly successfully. The National Agriculture Company (NACO),
which is operating the ranches, is still running at a loss, although a smaller
one than last year. The Second Livestock Development Project aims at develop-
ing 11 NACO ranches, 4 DDC ranches, 22 ujamaa ranches as well as the substantial
development of markets, stockroutes and holding grounds. Two new meat processing
plants, one each in Mbeya and Shinyanga, should help to increase offtake and
reduce transit losses. The existing TPL plant also will be improved. Further,
the project will provide technical assistance and training as well as future
planning for a third livestock project. In Masailand, USAID is assisting in
a livestock project based on forming ranching associations. Under that project,
some associations have begun operating and the response to the dipping and
vaccination program is reportedly good, although herd adjustment to pgoper
stocking rates has so far not been successful.
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Table 2.25: EXPORTS OF MEATS AND HIDES AND SKINS, 1968-1972

Exports

1968 1969 1970 1971 1972
------------------- Tsh million------------------

Meat and Meat
Preparations 43 47 35 38 42

Hildes and Skins /1 31 36 27 27 42

/1 Includes skins of sheep and goats.

Source: The Economic Survey, 1972-73.

104. Overgrazing represents a very serious problem in Tanzania, and all
possible efforts should be made to alleviate its effects. Kenya's recent
attempts to control overgrazing with legislative measures have not proved
successful, however. The planned continued development of ranches opens
possibilities for demarcating grazing areas and controlling stocking rates.
Such controls should be considered very seriously when ujamaa ranches are
established and the present approach of voluntary compliance may not be
sufficient. One alternative would be to relate provision of social services
to farmers to certain conditions as to destocking. The ownership patte rn
of cattle is of crucial importance since the present system of communal graz-
ing and private ownership does not promote destocking. Alternative arrangements
that could be tried include grazing of individually owned cattle on private
land only, and communally owned cattle on communal land. The latter might
alleviate the increased danger of overgrazing and erosion brought about by
the formation of ujaamaa villages.

105. There are areas with great potential for livestock whic., presently
are infested with tsetse and have no cattle. If these areas could be syste-
matically opened up to controlled grazing with stock from other areas, over-
grazing in other areas could be reduced and production increased. The, first
step toward organized grazing could be the demarcation of large blocks, ':>crein
only a limited number of cattle would be allowed. The blocks could be. razed
in rotation for certain periods to allow the grass to recover.

106. As part of an effort to improve animal health, plans are presently
being considered to establish an FMD free zone. Such an endeavour is parti-
cularly difficult because the disease is widespread and because of the exten-
sive uncontrolled movements of cattle belonging to pastoral tribes.
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107. It is suggested that stall fattening be tried as a new venture.
Such fattening schemes, if proven successful, could be introduced in ujamaa
villages on a seasonal basis, possibly utilizing forage crops such as green
fodder sorghum in combination with crop residues and milling by-products.
In Halawi, where stall fattening on a contract basis has been introduced to
smallholders, the animals are weighed and placed on farms where they are
fattened, then reweighed and sent to slaughter. The farmers are paid for
the difference according to a predetermined rate; their costs include
insurance and feeding. The introduction of stall fattening could open possi-
bilities for more intensive production, provide an incentive for farmers to
begin to integrate production, and reduce the pressure on grazing land.

Dairy Production

108. Several categories of milk producers can be distinguished in
Tanzania. Smallholders in the Arusha and Kilimanjaro Regions produce milk
for sale on a regular basis, partly from cross bred dairy cows. Smallholder
producers in Mara, Mkanza and Tabora Regions supply local needs of fresh milk
or sell seasonal surpluses for ghee and cheese manufacture. There are also
several large scale dairy farms. The Production Division of Kilimo is in
charge of five dairy state farms which have not been well managed and which
are now being reorganized. NAFCO operates dairy farms in Horogoro and Arusha.
Twelve other dairy farms are managed by other parastatals, including the
Tanzania Sisal Corporation which entered the dairy field as part of its
diversification efforts. Prison farms, schools and private large scale farms
also produce milk commercially. Some ujamaa villages are now starting to
produce milk, partly for sale and partly for village consumption, but the
volume produced has been very small thus far. Most of the milk in Tanzania
is still produced on a subsistence basis and consumed within the cattle
owner's family.

109. Most of the milk is produced from local cattle, but grade (cross
bred) and exotic dairy animals are also used. There are about 15,000 grade
cattle, one-half of which are kept on smallholdings; these produce milk for
local sale in rural centers and towns such as Mara, Mwanza, Tabora, Iringa,
Arusha, Tanga; the other half are found on large scale farms or parastatals
producing milk for the dairies in Arusha and Dar es Salaam. A number of
different dairy breeds have been introduced: a local dual-purpose breed,
Mpwapwa, has been developed over the past 30 years and some 2,000 head have
been introduced in milk producing areas; total production in 1972 was esti-
mated at 725 million liters, while requirements were over 800 million liters.
The production of the local cows is very low, about 200 - 300 kg milk per
year, most of which is consumed by the calf. There has been a natural selec-
tion for survival but not for production. Grade and Mpwapwa cows produce
1,000 - 1,500 kg per year and exotic breeds 2,000 - 3,000 kg. Considerably
higher yields have been achieved in a few instances.

110. Commercial marketing of dairy products is restricted to a few
urban areas. Most milk is consumed unprocessed on the farms; some is sold
locally in unprocessed form, some is processed in dairies operated by large
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farmers and a relatively small portion is processed commercially. The
commercial dairy sector consists of five dairy plants which are located
in Dar es Salaam, Arusha, Tabora, Musoma and Utegi. The Coastal Dairies
Ltd. plant in Dar es Salaam, in operation since 1969, has a capacity of
45,000 litres per 8 hour day and processes locally purchased milk and
reconstitutes milk from imported milk powder for the Dar es Salaam market.
The daily intake of fresh milk has decreased from 9,900 liters in October
1970 to 5,500 in October 1973. The producer's price has remained almost
constant at Tsh 0.97 per kg at factory gate. The increased costs of produc-
tion in comparison with the stagnant milk price have discouraged farmers from
producing milk, and in 1973 there were only 21 farms producing milk for the
dairy as compared with 42 in 1970. The plant in Arusha, operated by Northern
Dairies Ltd., was started in 1967 and has a daily capacity of 30,000 liters
which could be doubled if run in two shifts. The daily intake is about one-
half of the plant's capacity. Most milk is produced by about 30 large-scale
dairv farms in the area. Additional milk is imported from Kenya. The price
paid to farmers has ranged from Tsh 0.65 - 0.78 per kg at factory gate.

111. In Mara Region there has been one small dairy owned by the Regional
Cooperative Union which has now stopped operating. Two new dairy plants
have been erected, one in Musoma and one in Utegi. The former will produce
tJHT, long-life mllk and has a maximum capacity of 45,000 liters a day. The
latter has been in operation since the middle of September 1973 and is
producing dried skimmed milk powder and ghee; its capacity is also 45,000
liter per day. These two plants are part of a scheme financed with a Danish
loan. When the operation is fully developed, there will be 100 cooling or
collecting centers connected to the two plants. Currently there are only
13 cooling centers and the daily intake is about 3,400 liters. The milk
supply is now almost entirely obtained from local cattle, but there are
advanced plans to increase the number of improved cattle as the planned
extension of the road network will increase accessability to more remote
production areas. The price paid to producers is Tsh 0.45 per liter at the
cooling centers. The dairy transports the milk from cooling centers to the
processing plant. Since the price at the old plant at Musoma was Tsh 0.70,
illegal selling of milk could become a problem. The Nyamwezi Creameries in
Tabora operate a small milk pasteurizing plant. The milk price to farmers
varies from Tsh 0.53-0.58. Most milk is produced during the wet season, and
the daily supply varies between 300-900 kg. Skim milk from ghee production
is returned to producers. All plants operate far below capacity because of
shortages of local milk and technical difficulties.

112. The Dairy Board plays a minor role in the marketing process. It
operates a milk recording system and collects a cess of 3 cents forlevery
Tsh 10 of dairy import value. Compulsory marketing orders,are in effect
in the areas where the dairy plants are located which require milk producers
exceeding a certain level of production per month (426 liters in Arusha/Kili-
manjaro) to deliver their milk to the dairies. The Board relies on local
administrations for enforcement of its regulations. The Livestock Industry
Development Authority (LIDA) will in all likelihood take over the Board in
the near future.
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Table 2.26: IMPORTS OF DAIRY PRODUCTS, 1968-1972

Item 1968 1969 1970 1971 1972
-- -------------Tsh million------------

Skimmed milk, evaporated or
condensed 7.4 8.5 6.5 7.3 12.1

Cream, tinned 0.1 - 0.1 - -

Other milk, evaporated or
condensed 8.7 7.9 11.0 14.3 16.7

Dried whole milk and cream 1.5 5.4 4.1 10.7 16.7

Skimmed milk powder /1 3.6 5.0 13.0 4.5 5.3

Infants' milk 6.7 5.9 7.1 5.9 13.0

Fresh milk and cream 3.3 3.6 1.5 1.7 4.4

Butter 5.9 5.7 5.1 2.5 4.2

Ghee 0.3 0.1 0.1 0.2 -

Cheese and curd 1.5 1.2 1.2 1.1 1.0

Ice cream 0.2 0.1 - -

Total 39.2 43.4 49.7 48.2 73.4

/1 Includes foreign aid which in 1970 amounted to Tsh 10.9 million.

Source: Annual Trade Reports.

113. The production of milk and other dairy products has not been suf-
ficient to supply the needs of the country, and increases in demand have been
met through increased imports; these were valued at Toh 73 million in 1972,
as compared with Tsh 19 million in 1961 (Table 2.26). Approximately 60 per-
cent of the imports are consumed in urban and suburban areas. GEFCO is the
principle importer of dairy products. Northern Dairies has imported .raw milk
directly from Kenya for processing.

114. The number of cattle that would be needed to substitute for these
imports would be in the order of 75-150,000 grade cattle, assuming yields of
2,500 kg and 1,250 kg per year, respectively. It should, however, be pointed
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out that most dairy products can be imported more cheaply than they are
produced within the country. According to NAFCO, milk could be reconstituted
from milk powder for Tsh 0.27 per liter less than the going price of milk
bought from farmers in the Dar es Salaam area. A certain amount of fresh
milk seems to be necessary for the production of good tasting reconstituted
milk, however. Import substitution of dairy products should not be given too
high priority, but the aim should be to gradually increase milk production
on a sound economic basis so as to be able to make acceptable reconstituted
milk and to improve nutritional standards in the rural areas.

115. A persistent problem in livestock development has been a generally
low level of livestock management and, in particular, feeding. Production
is usually based on rather poor grazing which normally is communal. Rotational
grazing is only adopted in exceptional cases and pasture improvement is general-
ly not practiced. Hay is made on some large scale farms but is little prac-
ticed on smaller farms. Stall feeding is used in some areas such as Arusha
and Kyela Districts where the land is intensively used for crop production.
Supplementary feeding is utilized on some large-scale farms, but this is
usually not very systematic, apparently due to a lack of knowledge of feeding
requirements for milk production.

116. A major factor in future development will be upgrading of breeds.
The primary decision criteria are the cost of production in relation to the
returns obtained. Data presented in Table 2.27 compare returns from extensive
production with local cows with more intensive production with improved cows.
The calculated difference is Tsh 217.35. If for instance, no cost for grazing
for the local cow is considered, the return will go up by Tsh 35. The profit-
ability of intensive production is sensitive to changes in certain cost items
or the milk price, as shown in Table 2.28. For example, if milk production
declines by 500 liters, returns decline by Tsh 255 and make the enterprise
less profitable than the traditional production portrayed in Table 2.27.
Similarly, milk production with heavy capital costs and low yield is likely
to incur losses. But it is apparent that if improvements are carried out
properly, considerable benefits can be realized.

117. As the improved cow itself is an important cost item, inexpensive
ways of producing dairy animals have to be found. Least costly would be for
farmers to have their local cows either inseminated or naturally serv-d by
an exotic bull (at the farm or at bull centers). The rearing cost is only
slightly higher than that of local animals. The process is slow but neverthe
less should be encouraged. The next cheapest way to produce grade dairy cattle
is on extensive ranches. This is already done to some extent in Tanzania and
should be promoted. If properly run, such ranches can contribute considerably
to production of up-graded animals. The production of grade cattle at small
and intensive multiplication units is expensive and the output is low. New
units of these kind should not be started unless they can produce grades at
competitive prices. Further comments on cattle multiplication are given in
Annex 3.
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Table 2.27: RETURNS FROM MILK PRODUCTION
WITH LOCAL AND IMPROVED COWS

Physical Factors Local Breed Improved Breed

Yield per year 300 liters 1,500 liters
Calving interval 24 months 15 months
Replacement rate 15% 20%
Milk to calf 150 liters 200 liters
Grazing, roughage 3,500 Mcal 4,500 Mcal
Concentrate - 1,500 Mcal

Capital Costs

Building, fences for
20 cows over 10 years Tsh 500 Tsh 25,000

Cow for replacement Tsh 350 Tsh 1,000
Equipment/cow per year Tsh-2.50 Tsh 20

Prices

Milk cts 75/liter cts 75/Aiter
Grazing, roughage cts l/Mcal cts 3/Mcal
Concentrate - cts 20/Mcal
Bull calf Tsh 50 Tsh 75
Heifer calf Tsh 50 Tsh 250
Culled cow Tsh 250 Tsh 400
Cow for replacement Tsh 350 Tsh 1000

Revenue per year

Milk Tsh 112.50 Tsh 975
Bull calf Tsh 12.50 Tsh 30
Heifer calf Tsh 12.50 Tsh 100
Culled cow Tsh 37.50 Tsh 80

Revenue Tshi 175.00 Tsh O1,1d

Costs per year

Grazing, roughage Tsh 35 Tsh 135
Concentrate Tsh 300
Veterinary cost Tsh 5 Tsh 25
Building, fences Tsh 2.50 Tsh 125
Equipment Tsh 2.50 Tsh 20
Replacement Tsh 52.50 Tsh 200
Interest on capital, 9% 1'sh 17 Tsh 102.15

Tsh 114.50 Tsh 07.15

Return (Revenue - Cost) Tsh 6o.50 Tsh 277.85

Source: Mission estimate
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Table 2.28: FACTORS INFLUENCING EFFICIENCY OF MILK PRODUCTION

Effect in Tsh
Physical Factors Change /1 per Cow per Year

Milk production + 500 liters + 255 (375) /2

Milk price + 25 cts/liter + 325

Building, fences
(20 cows over 10 yrs) + Tsh 20,000 + 100

Cost of in-calf
heifer + Tsh 500 + 100

/1 Compared with levels shown in Table 2.27.
/2 + 120 for concentrate.

Source: Mission estimate.

118. The areas with the best development potential for dairy are Arusha,
Kilimanjaro, Mara, Mwanza and Tanga as well as Mbeya, Iringa and Morogoro
Regions. Most of these (except Mara), have sufficiently large consumption
centers. Dododma Region has been referred to as a possible milk producing
area but has a low and erratic rainfall and-is heavily overgrazed; such con-
ditions make it more suitable for extensive beef ranching than for dairy
production.

119. Milk prices and the existing infrastructure will greatly influence
farmers' attitude towards dairying. Current producer prices vary between
Tsh 0.40 and Tsh 1.00, depending on the market area. Transportation diffi-
culties render production with purchased inputs more costly in remote areas
where, moreover, milk prices are lowest. Largely for these reasons, the
economics of milk production are less favorable in Mara Region, for example,
compared with the Arusha and Dar es Salaam areas. In the short run, processing
costs are also lower in Dar es Salaam because of higher plant utilization.
Major and speedy improvements can not be expected in most areas unless price
incentives are increased considerably.

120. The organization of production is crucial for the success of dairy
enterprises. Dairying on a large scale has proven difficult In Tanzania.
Establishment of new large scale units should therefore be avoided, and only
started if people with proper skill and experience are available. Increased
emphasis should be'put on the establishment of small and medilm sized farms
of up to 50 cows. It is also important that when new farms are started
(for instance within ujamaa villages) the herds should be gradually built up.
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Buying of expensive dairy animals should be considered only in conjunction
with up-grading of the local zebu cows at the farm itself. Cross-bred animals
should be preferred to pure-bred exotic when new units are started, especially
with smallholders with limited experience. The cross-breds are smaller, less
demanding and usually quite hardy animals. Their maintenance requirements
are less and milk production in relation to bodyweight is usually competitive
with that of pure bred animals. Supplying heifers free of charge to ujamaa
villages should be discontinued and replaced by credit buying schemes. The
necessary extension service should be provided to instruct farmers on animal
husbandry, pasture management and marketing.

Poultry

121. The keeping of poultry is common throughout Tanzania; subsistence
producers typically have up to 12 hens and cocks of indigenous stock, which
produce meat for home consumption and eggs for consumption, hatching and
sale. Estimates of the total flock range from 15 - 20 million birds. Laying
rates are estimated at around 40 eggs per hen per year. Grains, cassava,
grass seeds and household scraps are the predominant feeds; prepared feeds
are not used. The total laying stock is around 7 miUion birds, about 5 per-
cent of which is of exotic origin. As exotic poultry will play a considerable
role in future development, this subject is discussed in greater detail in
Annex 3.

122. The commercial production of eggs and broilers is highly concentrated
around the larger urban centers such as Dar es Salaam, Arusha, Moshi and
Tanga, and these account for about 94 percent of total production. Production
in the other regions is still very small. There are around 750 commercial egg
producing units in Tanzania with a total of 340,000 layers. Some have several
thousand birds but many have only a few hundred or less. In certain regions
Governmental rearing units have been established to rear pullets to 10 weeks
of age, but some of these have shut down due to lack of funds. These are very
valuable in helping to overcome the most critical period in the life of the
chickens, and the units should be made into commercial enterprises.

123. As indicated previously, most of the poultry is consumed on farms,
some is sold locally and between 5 and 10 percent is consumed in urban areas.
Recently, commercial production has shown a rapid increase, particularly in
the Dar es Salaam area where consumption was estimated at 550,000 birds in
1972. Consumption in all other urban areas in Tanzania together was probably
less than 200,000 birds. Nationwide, an annual increase in commercial market-
ings over the next several years of over 12 percent is forecast. In 1972,
poultry valued at Tsh 3 million was imported. Poultry is marketed through
regular marketing channels in urban areas, with a.fairly large portion of the
small traditional producers selling directly to consumers. Larger commercial
producers either sell directly at the markets, to wholesaler customers or to
institutions under contract. A lack of cold storage facilities, health inspec-
tion, high volume operations and organized supply and distribution of inputs
and products alike severely constrain the development of the commercial
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poultry industry. The commercial supply of table eggs is estimated to fall
within the range of 3.5 - 4.5 million dozen, about two-thirds of which is
consumed in Dar es Salaam. Projected increases in demand of 3.3 percent per
year are perhaps on the low side, and 1980 requirements will most likely
exceed 5 million dozen. Hotels, restraurants and institutions account for
about one-fourth of total commercial demand.

124. Poultry production is possible in practically all parts of Tanzania
and should be advocated as soon as there is a proper market. With the still
rather limited production skills in the country, large units should be avoided.
Ujamaa villages and small scale private farms are suitable for poultry produc-
tion, and on this level they would serve to improve nutritional standards
as well as to generate cash income. As the demand for broilers is still
limited in the rural areas, it is essential that a market is guaranteed before
broiler units are started.

125. Efficiently operated layer units can yield good returns, almost
trippling returns from traditional production (Table 2.29). Commercial layer
units require much more working capital, however, and involve considerable
operating risks.
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Table 2.29: RETURNS FROM EGG PRODUCTION

A. Improved with Exotic Hens (100 started 10-week old chickens;
18 months production time)

Revenue Tsh

Eggs, 85 x 263 @ Tsh 0.30 6,706.50
Slaughtered birds, 70 @ Tsh 6 420.00

Total Revenue 7,126.50

Costs

10-week old chickens, 100 @ Tsh 10 1,000.00
Feed, 100 e Tsh 27 2,700.00
Vaccine, drugs, 100 @ Tsh 1.80 180.00
Buildings, Equipment, 100 @ Tsh 1.80 180.00
Interest on capital 9% 112.50

Total Costs 7I7M--5a

Return (Revenue - Costs/18 months) 2,954.00
Return per yearAOO chickens 1,969.30
Return per chick per year 19.69

Assumptions

10-week old chicks Tsh 10
Production per hen/18 months 263 eggs
Price per egg .30
Building equipment cost per hen/

18 months (Tsh 5,000 with 500 chicks
over 10 years) Tsh 1.80

Feed per hen/18 months, 45 kg @ Tsh 0.60 Tsh 27
Vaccine, drugs/18 months Tsh 1.80
Mortality rate/18 months 30%
Average producing hens/18 months 8c
Slaughtered birds/18 months 70
Price per slaughtered bird Tsh 6.00

B. Indigenous Birds (traditional method, per hen per year).

Revenue Tsh

Eggs, 15 x Tsh 0.25 3.75
Slaughtered bird, Tsh 6.00 every 2 years 3.00

Total Revenue and returns per hen per year 6.75

Costs None

Assumptions

Of the 30-40 eggs produced annually, only 15 are sold. The
hens are replaced every two years. Chicks are hatched on the farm.

Source: Mission estimates
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Other Livestock

126. There are no reliable data available on offtake for other livestock
such as pigs, sheep or goats since no organized marketing system exists for
these animals. The total pig population has until recently been estimated at
around 25,000 head; the most recent estimates, however, range as high as
80,000 head. With an assumed offtake rate of 25 percent, annual slaughterings
would range from 6,000 to 20,000 head, and substantial evidence exists to
support the higher figure. Less than 3 percent of the pigs are found on
commercial farms; most pigs are grown for home consumption on small farms.
The development of trade is partially hampered by religious attitudes but
there is some scope for expansion. There are two pig processing plants in
the country. In Dar es Salaam the plant of the African Trading Company Ltd.
(ATCOL), with an annual capacity of 1,500 animals is to be taken over by the
National Cold Chain Corporation (NCCO). The other plant is located at the
Momella Game Lodge near Arusha. Additional investment is required to bring
the plant into full operation and a joint venture between Momella and the
Regional Cooperative Union has been proposed. A few years ago, equipment
was received from a foreign donor to set up a pork processing unit in Tabora,
but it was never installed even though an ambitious pig rearing program had
been started. Another slaughterhouse in Vingunguti near Dar es Salaam was
constructed some time ago but never used, possibly because of religious
protests. A DANIDA mission has recommended pig development, including pro-
cessing facilities, in Nbulu District, the Momella area, Moshi and possibly
in Mbeya Region.

127. Tanzania has an estimated 4.5 million goats and 2.8 million sheep.
The sheep are hair type; the small number of wool sheep are the exception,
and are kept for production of mutton and skins which are used for bedding,
clothing and sale. The value of goats is similarly derived. Only 80,000
goats and 25,000 sheep were slaughtered in abattoirs in 1972. Total offtake,
however, could be as high as 1.4 million goats and 0.7 million sheep. Only
about 2.5 percent of total domestic consumption (which is less than offtake),
is consumed in urban areas. Consumption per person is highest in the Kili-
manjaro, Arusha and Tanga Regions, and the lowest in the extreme south of
the country. A goat abattoir with a capacity of 25,000 head per year is
planned for Dodoma, and will largely supply the Dar es Salaam market in place
of the present live trade.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Agricultural Services

A. Research

1. Agricultural research is undertaken under the auspices of several
governmental and inter-governmental agencies. The Ministry of Agriculture is
in charge of a national research network covering the major agro-economic
zones of the country (Table 30, Volume III). A certain research station may
be charged with the coordination of the work on a particular crop, and five
research stations have livestock programs. 1/ The annual national research
conference serves as a policy advisory committee, as a coordinating link
between the various research stations, and also as a forum for the !exchange
of information between research workers and regional agricultural o'fficers
and extension staff. The Faculty of Agriculture under the Ministry of
Education undertakes basic and some applied research, and the Bureau of
Resource Assessment and Land Use Planning (BRALUP) and the Economic Research
Bureau (ERB) at the University of Dar es Salaam also undertakes work related
to agriculture. The East African Community operates agricultural sltations
which undertake research on subjects of common interest to the East African
countries. Veterinary research is the responsibility of the Central Veteri-
nary Laboratory at Tameke, Dar es Salaam and of five veterinary investigation
centers at Mpwapwa, Arusha, Mwanza, Iringa and Tabora; most of the work is
diagnostic in character.

2. , The existing services have several serious weaknesses. The Ministry
of Agriculture has so far not been able to guide the effort effectively.
Commodity priorities have not always been firmly established, and this uncer-
tainty is reflected in the research program. The regional emphasis in the
development program has been unclear and research efforts seem thus to have
been distributed somewhat haphazardly. In spite of some commendable efforts
by BRALUP, land use planning has received little attention. There is now
an urgent need to intensify these efforts by:

1/ Mpwapwa National Center for Animal Research.
AI program. Range management.

Tanga Calf rearing. Supplemental feeding for dairy
cattle. Pasture.

W. Kilimanjaro Adaptation of Exotic Cattle. Heat synchronizat.Luu.

Ilonga Cross-breeding. Friesian and Sahiwal., Sheep and Goats.

Mbeya Dairy production, forage.
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(a) improving the knowledge about the identified agro-economic
zones, particularly with respect to soil conditions, present
yields and farming systems, erosion and fertility problems;

(b) establishing possibilities for expansion of cultivated area
and grazing land and required investments in roads, water,
social facilities, tsetse control, and soil conservation
measures; and

tc) determining optimal farming systems (crops, practices,
rotations, farm size).

Such planning will require a joint effort by the Ministry of Agriculture
(research; National Soil Service), BRALUP, Regional and District Administra-
tions and Comworks, but the Ministry should assume full responsibility for
the program and coordinate all efforts.

3. The necessary two-way link between research and extension has been
extremely weak. Understanding of existing farming systems, practices and
problems is rare, local testing extremely limited, reporting of research
findings very inadequate. A Research Center should be established to make
an inventory of existing research results and to assure that all work is
properly and regularly reported, that findings are evaluated, information
material prepared and mass media utilized to the fullest extent to disseminate
information about new findings. The Center should also undertake to coordi-
nate the efforts between different stations. Research institutes should be
given the resources necessary to undertake agro-economic surveys and to
cooperate with the extension service in the sampling of yields and the estab-
lishment of observation fields for local testing. Commodity specialists
should be appointed by the parastatals to form another link between research
and the district extension work.

4. An influence area should be defined for each research station, and
preferably the area should be reasonably homogenous. The existing network
of stations and substations appears to ensure a reasonable coverage of the
country. Correlating the network with the agro-economic zones identified
by BRALUP may, however, reveal some gaps and duplications. An annual meeting
should be held for each station with representatives for the concerned regions
and districts, the Research Center (to allow coordination with other research
stations), the parastatal commodity specialists and the Ministry of Agri-
culture (land use planning, national priorities, resource requirements). The
meeting would be concerned with:

(a) what information should be disseminated to farmers in
the next season;

(b) how it should be demonstrated;

(c) the extent and organization of local testing (observation
fields);
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(d) surveys of existing farming (including crop sampling) and
natural resources;

(e) gaps in knowledge on farming practices and systems and a
research program to fill these gaps; and

(f) the resources needed, the division of labor and how
the work is to be organized.

If it is to undertake these expanded tasks, the research organization must
be provided with increased manpower and financial resources. Some experienced
staff should be sought under technical assistance agreements. It is most
important that both domestic and foreign staff are retained in the same
position long enough to complete the assigned tasks.

B. Extension

5. Experience in Tanzania 1/ and other countries illustrates that
innovations must be conspicuous if they are to catch on. Although there are
good possibilities for improving crop husbandry through more timely planting,
spacing, better weeding etc., introduction of modern techniques (fertilizers,
spraying etc.) must come first; once established these then will allow for
the gradual improvement of general husbandry standards. In order to be
disseminated properly, the innovations must generally take the form of a
package of improved practices and inputs. To improve the nutritional situa-
tion and release land and labor from subsistance activities, the extension
effort must simultaneously address itself to improving both subsistence and
cash crop production (these may in some cases be one and the same commodity).
Within this framework it is essential initially to concentrate on a few com-
modities (generally two) and innovations, and then over time the approach
should gradually be broadened.

6. Innovations should be locally tested on one hectare observation
fields arranged in different ecological sub-zones. The fields should be
planned and the results analyzed in close cooperation with the particular
research station, but they should be managed by the extension service. Dif-
ferent crops and practices should be tested. When the local advantages of
an innovation are confirmed, the farmers should be given an opportunity to
study the benefits in the field. Widespread field demonstrations comparing
existing practices with the recommended technique should be arranged. A
density of one demonstration plot per 100 families should be aimed at; ideally
the plot should be arranged on a farmer's field with his help, as the sSur-
rounding cultivation may then be utilized for comparisons. Once an adoption

1/ Ruthenberg H. (Edit.); "Smallholder Farming and Smallholder Development
in Tanzania", p. 346.
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rate for a certain innovation has reached 10-15%, demonstrations should focus
on new aspects. In this connection the model farmer approach ought to be
considered. A model farmer is a farmer elected by the village as its link
with the extension service. He receives no award or privileges, but the
demonstration is arranged on his land. He is also given regular training and
is supposed to communicate his impressions at the village assembly meeting.
The extension agent and his group of model farmers should be taken to the
Rural Training Center (RTC) for one day-discussions at crucial times during
the growing season. Since women play an important role in both production
and home management, it may be desirable to arrange discussions also with the
wife of the model farmer. The formation of ujamaa villages should facilitate
the model farmer approach. The extension work should, however, not be limited
to ujamaa villages as presently tends to be the case.

7. A regional agriculturalist will be needed to supervise the observa-
tion fields and demonstration plots. As noted in Annex 10, the problems of
the extension service are qualitative rather than quantitative in nature.
The staff often lack practical farming ability, and have only limited experi-
ence with demonstration techniques or independent problem solving; extensive
retraining starting with supervisors and instructors at RTC's should be
provided. Some supplementation and retraining of existing teachers will be
necessary as a first step. The training institutes should be made responsible
for the extension work in a neighboring area in order to gain practical expe-
rience and have access to a training ground. Some of the basically untrained
field assistants may be useful for the day to day management of the observa-
tion fields and supervision of demonstration plots. With the evolution of
the National Agricultural Development Project outlined in the main report
some specialized staff (dairy, poultry production, soil conservation etc.)
will be needed in addition to the regional agriculturalist. In this connec-
tion, ox training (animals and farmers) should be arranged at the RTC's.

8. Supervision of the assistant field officers must be intensified
and their performance evaluated against targets for adoption of innovations
in the area. The impact of the extension work must be measured through
sampling of yields from improved and unimproved fields; the research organi-
zation should assist in the processing of these samples. Transport for
supervisors and agents must be improved. The Ministry of Agriculture should
establish a unit for procurement and distribution of materials for the obser-
vation fields and demonstration plots.

C. Veterinary Services

9. Improved veterinary services are one of the most effective ways of
achieving increased livestock production. East Coast Fever and other tick-
borne diseases, Foot and Mouth disease (FMD), Brucellosis (dairy cattle) and
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Newcastle disease (poultry) are the main plagues. The livestock service has
a higli proportion of untrained staff and needs a gradual strengthening (Annex
10). The field assistants mainly serve as dip attendants and vaccinators,
and as their performance has been unacceptable, these are expected to be
replaced by certificate level staff. If adequate supervision could be
provided, however, the field assistant level should be sufficient to carry
out the tasks in question. The lack of adequate transport is the most serious
supervision problem, and an improved supply of vaccines is also essential.
Tsetse clearance will continue to be of great importance in opening up new
areas for settlement and ranching.

D. Seed Multiplication

10. Tanzania has suffered from a shortage of good quality seed, and
imported stocks are often of low quality, poor germination and doubtful
genetic purity. There has been no organized seed industry or distribution
system, no inspection or certification. In recent years, the Tanganyika
Farmers Association has organized the growing and distribution of wheat seed
for large-scale farms. Some quantities of composite maize seed have been
made available by research stations, and the Wattle Co. at Njombe has produced
good quality seed. The cotton breeding program has been successful in produc-
ing improved varieties. With one or two exceptions, seed farms have suffered
from a lack of experienced personnel, lack of capital and machinery1 , and a
low level of technology. The need for improved seeds has been clearly recog-
nized, and the USAID supported Seed Multiplication Scheme aims to set up seed
farms at four locations in the main altitude/environment zones. These will
multiply breeder's stock and supply registered seed to the Tanzania Seed Co.
The seed company will produce certified seed from its own farms and from
contract growers, and arrange distribution to the farmers. The production
and marketing of seed will be controlled by the recently enacted Seeds Act
which sets standards and makes provision for inspection.

11. Projected production from the scheme is expected to meet Tanzania's
immediate requirements for improved cereal (except wheat) and some legume
seeds (Table 3.1). 1/ Initially, the Tanzania Seed Co. is not expected to
produce certified seed on its own account or through contract growers, but
will rely on the output of the multiplication farms. As demand for improved
seed increases, the Seed Company will become increasingly involved in the
production of certified seed as well as its distribution to farmers. This
build-up will hopefully coincide with the availability of trained inspectors.
The success of the scheme will also depend on well-planned breeding and
selection programs for each of the selected crops; sorghum, millet and rice
are presently not given adequate attention.



TABLE 3.1: PROJECETZ ACREAGE OF FOUIDATIff SEED AND POTENTIAL MULTIPLICATIOt! OPPORTU1NITIES FKR THIS SFND

Composite IIsolates| Soybeans Sorghum Millet Wheat Rice Barley

1973 F0Ui1DATION SEE

Hectares 200 80 57

Production, tons 250 100 56

Carryover, tons 50 -- 11.2

Hold for Foundation Seeds
planting, tons 10 13.5 2
Available for Certified

planting, tona 190 86.5 42.8

Provides 1974 Certified:

Hectares 10,000 1,200 2,300

Production, tons 15,200 1s730 2.853

Provides 1975 potential

(hectares) 615,000 23,000 154,000

1974 FOU.DATICr SEED

Hecteres 688 40 243 162 40 192 121

Production, tons 850 12.5 300 160 50 237 150

Carryover, tons 170 3 -- 32 10 47.4 30

Hold for Foundation Seed
planting, tons 15 9.5 13.5 2 .2 45 7.5

Salvage 1973 carryover, T. 20 -- -- 4.4 -- -- --

Available for Certified
planting, tons 685 -- 286.5 130.4 39.8 11W.6 112.5

Provides 1975 Certified:

Hectares 36,976 -- 3,866 7,039 6,445 1,170 911

Production, tons 54,798 -- 5,730 8,693 9,552 1,880 1,350 WJt
Provides 1976 potential

(hectares) 2,016,599 -- 77,328 469,257 1,5416,842 15,223 10,931

(continued)



TABLE 3.1: (Continued)

. omposi olate s l|o Soybeans Sorghum Millet Wheat Rice Barley

1975 FOUDATICN SEED

Hectares 1,032 61 243 162 40 364 81
Production, tons 1,275 19 300 160 50 45 1o00
Carryover, tons 255 4 -- 32 10 90 20
Hold for Foundation Seed
planting, tons 11 15 13.5 3 *4 45 7.5

Salvage 1974 carryover, tons 68 -- -- 12.8 4 19 12

Available for Certified
planting, tons 1,077 -- 286.5 137.28 43.6 334 84-.5

Provides 1976 Certified

Hectares 58,138 -- 3,866 7,438 7,060 2,704 684

Production, tons 86,160 -- 5,730 9,186 10,464 4,342 1,014

Provides 1977 potential
(hectares) 3,170,850 77,328 495,870 1,694,575 35,158 8,210

1976 FOU.DATION SEED

Hectares 729 61 243 243 81 364 81

Production, tons 900 19 300 240 100 45C 100

Carryover, tons 180 4 -- 48 20 90 20

Hold for Foundation Seed
planting, tons 9.5 15 18 3.6 .4 45 7.5
Salvage 1975 carryover, T. 102 -- -- 12.8 8 18 8

Available for Certified
planti-ng,.to-ns -- 812 - __ 282 201 87.6 333 80.5

Provides 1977 Certified

Hectares 43,833 __ 3,806 10,850 14,186 2,696 652

Production 64,960 -- 5,640 13,400 21,024 4,329 966
Provides 1278 potential 2,390,872 __ 76,113 723,3k? 3,404,696 35,053 7,822
(hectares)



TABLE 3.1: (Continued)

I Maize Soybeans Sorghum Millet Wheat | Rice Barley
Icomposite Isolates!lI

1977 FOUIDATION SEED

Hectares 648 71 324 294 81 364 81

Production, tons 800 22 400 290 100 450 100

Carryover, tons 160 4.5 -- 58 20 90 20

Hold for Foundation Seed
planting, tons 7.5 17.5 18 3.6 .4 45 5.6

Salvage 1976 carryover, T. 72 -- -- 19.2 8 18 8

Available for Certified
planting, tons 702 -- 382 248 87.6 333 82.4

Provides 1978 Certified:

Hectares 37,895 __ 5,155 13,387 14,186 2,6969 667

Production, tons 56,160 -- 7,640 16,533 21,024 4,329 989

Provides 1979 potential
(hectares) 2,0662986 -03i14 892 470 3,404,696 35052 -8-

1978 FOUNDATION SEED

Hectares 506 81 324 294 81 354 20 61

Production, tons 625 25 400 290 100 450 17.5 75

Carryover, tons 125 5 -- 58 20 90 3.5 15

Hold for Foundation Seed
planting, tons 7.5 20 22.5 4.5 .4 45 5 3.8

Salvage 1977 oarryover, T. 64 -- -- 19.2 8 18 -- 8

Available for Certified
planting, tons 556 -- 377.5 247 87.6 333 9 64.2

Provides 1979 Certified:

Hectares 30,013 -- 5,094 13,333 14,186 2,696 73 520

Production, tons 44,480 -- 7,550 16,466 21,024 4,329 99 770

Provides 1980 potential m 4
(hectares) 1,637,100 -- 101,889 888,853 3,404,696 35,052 802 6,235

Source: University of Missouri, An Analysis of the Tanzanian Food Crop Subsector. Preliminary Draft, 1974.
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12. Two factors will influence the adoption rate for improved seed.
Firstly, unless the profitability of improved seed is adequately demonstrated,
farmers will resist using seed for which they have to pay (unless heavily
subsidized) despite their desire to increase yields. Improved seed can only
express its potential if husbandry factors, fertilizer and pesticide use are
optimized, or at least improved over current practice. Yield increase from
seed alone will not be sufficiently attractive to farmers. Improved seed will
therefore have to be demonstrated as part of a whole package of inputs.
Secondly, sales of improved seed may fall once seed is generally available,
as farmers may save their own seed or buy from their neighbors. This is a
far more difficult extension problem to solve and ,one which may be aggravated
by the proposed introduction of hybrid maize from 1976 onward. The intro-
duction of hybrid maize at present levels of husbandry should be attempted
only with caution; the emphasis for some time to come will remain on composite
and synthetic varieties of maize.

E. Cattle Multiplication

13. The organized breeding and multiplication of upgraded cattle for
milk production has not reached any substantial scale. Some State dairy
farms such as the Diagwa and North Mara State Farm were closed after substan-
tial investments were made, and no cattle have been produced. There are now
four major multiplication units. Mabuki Mwanza has about 3,000 cows both
local and partly upgraded with the Mpwapwa breed. Since 1972 Friesians have
been used for producing dairy grades. Up to October 1973, only about 20
cows were pregnant but no calves had yet been born. The station is slowly
gaining momentum, but it lacks funds and has problems getting good quality
bulls and semen as well as liquid nitrogen; it also faces considerable dif-
ficulties with brucellosis. The station has a good potential and if proper
steps are taken the yearly production could be quite substantial. The next
biggest unit is Sao Hill (Iringa), with about 950 females which are being
upgraded with Ayreshire. W. Kilimanjaro with about 380 cows is upgrading
with Jersey. Iwambi (Mbeya) has about 200 cows which are bred with Jersey
and Ayreshire. The rearing cost for an in calf heifer at Iwambi was estimated
to be Tsh 1,300 - 1,500; these were sold to farmers for Tsh 650. There are
also a number of other institutions and large-scale farms producing upgraded
animals, although progress has thus far been slow; many are building up their
own herds. Regular supply of semen and liquid nitrogen seem to be a major
problem throughout the country.

14. At present, semen is produced at the central artificial insemination
station at Mpwapwa (Dodoma). There are presently 30 bulls of Friesian,
Ayreshire, Jersey, Guernsey, Sahiwal, Boran, Angus and Mpwapwa breedsl. About
20,000 doses are produced each year. Most bulls are rather old and the genetic
potential is low. Many bulls derive from cows producing less than 4,00O kg
of milk per year - a figure far below the international standard. There is
one liquid nitrogen plant at Mpwapwa, but this has been out of order for the
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last six months. Liquid nitrogen is also available from Arusha and Dar es
Salaam, but transportation difficulties cause considerable problems. The
artificial insemination station is situated in a rather isolated place which
is far from dairy production areas, and the station is not particularly effi-
cient. An entirely new and modern station will be erected near Arusha as a
part of an artificial insemination scheme supported by SIDA. The new station
will have space for 60 bulls which will be of a high international standard.
It has been difficult to get any information about the total number of in-
seminations per year in Tanzania, but it seems to be as low as 5,000/year;
this means that about 2,000 cows have been bred in that period.

15. Bull centers have been established in Mara and Mbeya regions. In
Mara a group of 30-40 cows from different farmers have been held together
with ai exotic bull for three months and then the cows have been returned
to their owners. Interest in this program seems to be considerable. In
Mbeya there are four established bull centers to which the farmers can bring
their cows when they are in heat. The results have been promising, although
more emphasis should be given to dissemination of information and demonstra-
tions of the value of upgrading. Bulls of more or less upgraded level
including the Mpwapwa breed have been placed free of charge at private farms.
The results have in many cases been disappointing; the bulls have often died
of tickborne diseases due to poor dipping or spraying routines. As the bulls
were provided free of charge it is not unlikely that they may have been
neglected in some cases. There are also cases where the bulls have thrived
when well taken care of.

16. There is a general shortage of up-graded dairy animals for the
development of the dairy industry. More attention should be given to the
established multiplication units; high quality semen and liquid nitrogen
should be made available as well as the necessary funds for the running of
the units. The general impression is also that the genetic quality of the
bulls has been neglected. Less upgrading will be needed if top quality bulls
are used. These up-graded cattle will achieve desired levels of milk produc-
tion and will retain a higher degree of resistance to disease. The general
experience is that the differences between the offspring of different exotic
dairy breeds and low-producing Zebus are smaller than expected. This also
supports the conclusion that it is more important to get the best possible
dairy bulls - whatever breed - than to devote too much time to find what
breed is the best one.

17. Some of the beef ranches are now well established. Serious con-
sideration should be given to using these for production of dairy animals by
up-grading of local cows with exotic bulls (preferably by artificial insemi-
nation for the reasons mentioned above). In order to increase the throughput
at the better-run ranches, it should be possible to reduce the time that
dairy heifers spend on these ranches to one year; these could then either be
sold to milk producers or transferred to other ranches for further rearing.
Bull centers should be encouraged in areas where it is difficult to establish
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a well functioning artificial insemination service. A small well functioning
dairy farm operated in connection with a bull center can improve the under-
standing and the demonstration effect of up-grading of local animals. Arti-
ficial insemination should be promoted in areas where there is already some
knowledge of up-grading and where the value of improved animals has been
demonstrated. Good road communications are necessary if a steady and reliable
supply of semen is to be secured.

F. Hatcheries

18. Before 1968 all improved chicks in Tanzania were imported, and
hatching of exotic poultry was first initiated at that time. From then on,
chicks have been hatched in two local hatcheries at Kibaha and Ukonga. The
former is owned by Kibaha Education Center and the latter is run by Kilimo.
Kibaha presently has a maximum capacity of 450,000 chickens per year. A new
unit with an additional capacity of 1.9 million is under construction and is
expected to be ready in 1974. Ukonga has a maximum yearly capacity of 2.5
million chickens. The numbers of locally hatched and imported day-old chickens
are given in Table 33 of the Statistical Annex. From this Table it can be
seen that locally hatched chickens have increased from 70,000 in 1968 to
394,000 to 1972, but at the same time imports have gone up from 224,000 to
967,000. In 1972 imports accounted for about 71% of the total number of day-
old chickens. The industry has developed extremely rapidiy. The efficiency
level of the hatcheries has been unsatisfactory, however; in 1971 and 1972
utilization was only 25% and 20%, respectively of actual capacity. Tanzania
has not made any attempts to establish special hybrids or breeds, and there
is no reason for it to do so; breeding of poultry is actually only undertaken
in a few places in the world. It is realistic for Tanzania to consider
importing parent stock of hybrids or purebreds and do the hatching,within the
country. The use of purebreds could be increased as they are somewhat less
demanding than hybrids in terms of management. The eggs could also be used
for local hatching, and this would facilitate improved subsistance production
in ujamaa villages.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Farm Mechanization

1. The use of oxen or tractor and improved farm implements to increase
yields and/or extend cultivated area has been slowly increasing in Tanzania.
The first 5-year plan (FFYP) devoted major attention to tractor cultivation
as part of the transformation approach to agriculture. Tractors were allocated
to cooperative societies and some 670 tractor loans were made. The experience
was unfavorable; bad debts had to be written off, and tractors were in some
cases returned to Government. The second 5-year plan (SFYP) strategy, there-
fore, de-emphasized tractors and stressed the use of oxen; in practice, however,
many tractors have been distributed to ujamaa villages. Ox training centers
were established and trained oxen were made available to farmers, often on a
grant basis. The oxen, however, often remained unused or underutilized.

Tractor Cultivation

2. Tractors have been used for many years on privately owned large farms
both in Tanzania and Kenya, and the economics of mechanization have been firm-
ly established. The operations are characterized by large acreage (200 ha as
a minimum), intensive tractor use (1000-1500 hours per year) and good farm
management. Commercial contractors have also been operating successfully in
both countries. Again, the number of productive hours is high (shift work)
and maintenance of tractors good and the acreage large - in many cases con-
tractors will not accept jobs of less than 50 ha. Tractors introduced during
the FFYP in the context of village settlement schemes resulted in huge losses;
this was due in part to the fact that the necessary farm management was not
available, and in part to the small scale of the operations over a number of
scattered fields. Maintenance was also a problem and much time was lost due
to the limited availability of spares. Consequently during the SFYP tractor
cultivation services were scaled down, and a limited number of tractor hire
units (THU) were introduced. These have been operating at Rufiji (Coast),
Urambo (Tabora) and Kongwa (Dodoma). The experience with these units has not
been favorable; tractor running hours were low with a high transport content,
cultivated areas were small and scattered,-and charges were not collected
from farmers who often did not plant the whole of the plowed acreages. This
suggests a lack of planning and implementation of farm plans, and also points
to the fact that tractors are mostly used for land preparation, shifting the
labor constraint to planting and weeding. More recently tractors have been
introduced to ujamaa villages, many as gifts and some on loan from TRDB.
Major problems encountered in this exercise are: lack of trained drivers/
machanics, lack of other inputs, small cultivated acreages, excessive break-
down time, and lack of proper farm management. Villagers have in many cases
benefited from tractor introduction as no loan repayments had to be made and
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as inputs such as fertilizer and seed were provided free of charge and some
maintenance was done by OOMWORKS. However, the economics of tractor mechaniz-
ation in ujaiaa villages is very dubious. In the Iringa region the Tanzania
Rural Development Bank (TRDB) made tractor loans of Tsh 2 million to ujamaa
villages. Calculations had shown that on 120 ha a yield of 59 bags would
cover all costa and enable the village to repay the loan. Although an area
of 120 ha was cultivated, yields only reached a level of 7.5 bags per ha,
a shortfall of 87 percent.

3. Two preconditions are required for the economic use of tractors: 1/
the area cultivated must be large and operations must include not only land
preparation but also planting, weeding, and harvesting. TRDB has tried to
aszess the economics of tractor cultivation in ujamaa villages. The models
are based on a one tractor operation (100 ha), and Table 4.1 shows the yields
that are required to cover the costs of inputs, tractor, and labor. The last
column shows the yields in existing and improved peasant cultivation (Main
Report, Table 7). The model excludes cost for management and underlines the
need for very good management since the required yields, with the exception
of tobacco, are almost twice those expected in improved smallholder production.
The results could probably have been improved if the cultivated area was
expanded and planting, weeding and harvesting were also mechanized.

1/ Institute of International Agriculture, University of Michigan;
Agricultural Hachanization in Equatorial Africa.



TABLE 4.1: UJAMAA TRACTOR FARM MODELS 1/ 2/
(100 ha)

Break-even Yields with Regpet to Yield Expectation Price
Crop Unit Inputs 2/ Labor W Other Cost Tot ot Presnt Imroved suptions

amfl 3 e1 dermi 5hinl hnla3i.dar

Maize bags/ha 24.0 28.0 3.5 $/ 55.5 8 28 31/50 p. bag
of 90 kg

Wheat bags/ha 23.5 2.5 - 26.0 8 13 39/65 p. bag
of 90 kg

Pyrethrum kg/ha 180 635 6/ - 815 130 400 2/40 p. kg
of dried flowers

Tobacco kg/ha 360 570 - 870 500 900 5/50 p. kg

Sunflower bags/ha 18.0 23.0 - 41.0 n.a. 30 7/ 26/50 p. bag
of 50 kg

Beans bags/ha 7.5 7.5 - 15.0 4 8 65/70 p. bag
of 90 kg

1/ Planting, weeding, harvesting all done by hand.
2/ Total tractor hours 800, of which 70% productive.
2/ All prices based on mid-1973 quotations plus a 15% price increase (average increase over past 3 years);

costs include interest charges.
i Monthly wage: Tsh 140. m 

For maize planter. wII
6/ Labor requirements vary per year, because once established in year 1, the requirments in year 2 are about

1/3 of year 1. The figure here is an average, assuming half on average is replanted every year.
7/ Very good management.

Source: TRDB calculations and Mission estimates
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4. The mechanization of ujamaa villages in Dodoma region was analyzed
by TRDB in connection with a tractor loan application. Some 6 villages were
ultimately selected for the study on the basis of a 120 ha cultivation with a
crop rotation of maize, groundnuts and sunflower. The net return per man-dav
was estimated at Tsh 5. The study points out, however, that mechanization
carries very high risks due to unreliable (and in any case marginal) rainfall,
probably unreasonably high yield assumptions, lack of expert farm management,
and poor tractor maintenance. The viability of the project would depend on
the success of large scale groundnut production, and previous experience
suggests that, due to marginal rainfall, groundnuts are a high risk crop in
Dodoma. In addition, there is a very real danger that tractor cultivation
would lead to pulverization of the soil and subsequent loss of soil structure
and fertility. On the basis of the economic analysis TRDB rejected the use
of tractors in Dodoma region; nevertheless, tractors were distributed because
of political considerations. There are no data yet to assess the experience
of the first season. However, the evidence presented above shows that tractor
cultivation for the foreseeable future remains uneconomic for ujamaa villages.

Ox Cultivation

5. Ox cultivation in Tanzania is widespread only in the Shinyanga region,
but some use is also made of draft power in other western and northern areas.
Oxen are almost exclusively used for ploughing and this practice has - by
shifting the main labor constraint to weeding - limited full exploitation.
In other parts of the country where oxen have been introduced by Government,
a similar use-pattern is found. There is very little data available on the
economics of oxen cultivation. It would seem that in most areas in Africa
where oxen are in fact used, they are not fully exploited. In Ethiopia, for
example, oxen are used for cultivation and for threshing and hauling, but
the average utilization is still only 30% of capacity (70% at peak seasons).
In Ghana ox use is limited to tillage and cart work. Even so, mechanization
with oxen enables farmers to at least double the effective acreage under crops
with very little extra input of labor. 1/

6. Various studies undertaken both in Tanzania and elsewhere indicate
that introduction of oxen is not without problems. In areas where a high
population density has resulted in competition for land, oxen are often weak
at the start of the cultivation season due to underfeeding, whereas the animals
are in their best condition at the end of the growing season. Diseases, espe-
cially tsetse fly, limit the potential for ox cultivation; other disadvantages
are the slowness of the animals, the difficulty of breaking up new land or
heavy soils, and the fact that certain operations are impossible with oxen.
In addition, control over oxen must be good so as to result in precise cultiv-
ation. The advantage of ox cultivation for small farmers are the low operating
costs, the relatively small financial outlay and risk, the ease of replacement
by home breeding and the multipurpose nature of the animal which, in addition
to draft power, provides manure and ultimately meat.

1/ On average some 5 ha can be cultivated by oxen, as compared with some
2.4 ha with traditional hand cultivation methods.
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7. Government has established a number of ox training centers and has
distributed oxen to villages. The program has not been successful, mostly
due to limited training of-oxen and poor selection of farmer trainees. Oxen
are trained only for ploughing, whereas they should also be taught other
activities, such as ridging, weeding and threshing, and hauling. Farmers
also are not properly prepared to assume responsibility for the animals, and
lack animal husbandry training. Death rates of oxen have been high, which
has also discouraged farmer participation. Government has instituted
a program whereby oxen are contributed free of charge to ujamaa villages;
unfortunately, however, lack of training and the absence of responsibility
have led to misuse of the animals. It is expected that some of these diffi-
culties could be overcome through the improvement of existing ox-training
centers and the establishment of new centers in areas where there is a real
interest in the expanded use of ox power.



I
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Agricultural Marketing

Introduction

1. The organization of agricultural marketing - and particularly the
pricing process - has in recent years been characterized by increasing State
control and rapid institutional reform; this is true of both the marketing of
agricultural produce as well as of the distribution of supplies. Among the
more important reforms which have been effected are: the decentralization of
Government whereby regional authorities have been given considerable control
over the distribution and pricing of goods and services within their regions;
the reorganization of the Ministry of Agriculture (see Chart 8522); establish-
ment of a single cooperative union in each Region (thus requiring amalgamation
of unions in regions where there used to be more than one and the break-up
of unions that used to operate in more than one Region); the transfer of the
wholesale function for some selected major consumer goods from private traders
to cooperative unions in several regions; the assumption by Government of
direct responsibility for the management of those cooperative unions with
major management difficulties; the transformation of several major agricul-
tural marketing boards into vertically integrated crop authorities with re-
sponsibilities ranging from domestic sale and export to the organization of
production and the supply of inputs; the reorganization of certain other market-
ing parastatals and the creation of some new ones; the decision to decentralize
the State Trading Corporation into 18 independent Regional Trading Companies
and several specialized national trading companies; the establishment of the
National Road Haulage Company which is supposed to take over long distance
bulk haulage from private operators; the introduction of comprehensive price
controls for some four to five thousand consumer items with the Central
Government controlling the prices in regional centers and regional authorities
in outlying districts; and the extension of Central Government control from
into-store to farm gate prices for several major crops.

2. This enumeration of changes i8 by no means complete, and only serves
to illustrate the search for a new institutional framework now taking place
in Tanzania. More reforms may be expected, and much fine tuning will be, re-
quired before a system of marketing and distribution has evolved that is both
economically efficient and politically appropriate. Meanwhile, the economy is
facing difficult problems of adjustment; these are reflected, for example, in
the supply disruptions that have become notorious in many parts of the country.

3. The institutional changes have tended to increase Government control
in marketing and have centered around the evolution of a single-channel market-
ing system for all important cash crops and essential food crops. The principal
instrument of the system is the parastatal, which is charged with organizing
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and operating the marketing mechanism for one or more crops. The cooperatives
act as crop collecting agents. The cooperative societies buy farmers' produce
on behalf of the Regional Cooperative Union to which they are affiliated. All
Unions have overdraft agreements with the National Bank of Commerce to facil-
itate cash payment to producers upon delivery to the societies. The Unions
also arrange for transport of the crop from societies buying points to ware-
houses designated by the statutory parastatal where, upon delivery, the latter
generally assumes ownership. Some parastatals do not actually take possession
of a commodity but merely arrange for controlled transactions between sellers
and buyers and generally act as a clearing agent. Crops may be processed by
cooperatives or in facilities owned by a parastatal. Processed products flow
through the same channel in the reverse direction to reach consumers in rural
areas.

4. In spite of the numerous reforms, the agricultural marketing system
as it is presently organized and operated constitutes a major constraint to
agricultural development in Tanzania. The system is inefficient; it does not,
or is not allowed to, generate a price structure which would tend to equate
marginal economic values in production with marginal economic costs, thus
optimizing resource allocation on a national basis. Even the major Govern-
ment objective of maximizing producers revenues is hampered, due in part to
the fact that information on marketing costs used to legislate prices is in-
accurate and not available on time. Operational efficiency (the inverse of
the unit cost of operations performed) probably has not improved over the
past decade, and may have actually declined in some cases. Inefficiencies
arising from improper handling and poor organization of product flows, coupled
with an inadequate market intelligence system and high unexplained produce
losses, have kept producer prices low and increased the pressure on consumer
prices. Marketing effectiveness is considered substandard because the existing
system does not achieve what it was designed to do. Producers are assured
neither of a reliable supply of inputs, nor of immediate payment upon delivery
for crops handled by cooperatives, nor of an opportunity to sell products not
handled by the cooperatives. Consumers in urban as well as rural areas are
not assured of a steady supply of basic foods such as meats, sugar, cereals
and cooking oils. The major macro-economic consequences of deficient market-
ing include reduced economic growth because of opportunities foregone in
regional specialization in production, and a low standard of human nutrition
among the Tanzanian population.

5. The roles of the four broad categories of institutions involved in
agricultural marketing - private enterprise, Government ministries, parastatal
companies and cooperatives - are briefly discussed below. An evaluation of
the marketing performance of parastatals and the cooperatives is also attempted.
Specific aspects of pricing and agricultural price policy are dealt wLith in
Annex 12.
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The Private Sector

6. Individual traders and private entrepreneurs still play an important
role and provide a variety of services in the marketing of non-scheduled crops,
but Government policy, though tolerant, does not encourage them. The Government
controls the marketing of most cash crops with the notable exception of fresh
fruits, vegetables, fish, poultry and eggs (the trade of which is left to the
private sector), and palmnuts and kernels, soybeans and cocoa (which are traded
by the private sector or through STC). The absence of direct Government controls
in the perishable produce markets may be more a matter of convenience than of
principle. Indirect controls are usually limited to the licensing of transporters
and traders who are permitted to use market facilities provided by local author-
ities. The total market value of privately traded crops is unknown, but it
probably exceeds the value of the less perishable food crops that have to be
sold through the various State-owned marketing boards. The value of the banana
trade alone is estimated to be about one-half the combined value of all cereals
sold to the marketing boards. In many areas the role of the private sector
is declining. Private cattle trading, for example, is expected to become less
important because of the trading activities of the recently established State-
owned Livestock Marketing Company.

7. Private transport used to be an essential link in the marketing
system. Transport services are becoming increasingly inadequate, however,
partly because the private transport entrepreneur is officially discouraged
and cooperatives and parastatals have not been able to fully take over this
function. Largely due to lack of credit facilities, and a policy of maintain-
ing low freight rates, many private operators have been forced out of business,
leaving some segments of the rural population with inadequate and often more
expensive service. An immediate clarification of the role of the private trans-
port sector is essential if this bottleneck is to be removed. Small operators
could conceivably have a comparative advantage in local and short distance
hauling, while public transport might be appropriate for high-volume and long-
distance operations. Guidelines for transport activities should be formulated
accordingly and the private sector given the support it needs to readjust to
given circumstances.

8. In addition to private individuals, there are several private sector
institutions performing marketing functions. The Tanganyika Farmers Associ-
ation (TFA), which has an estimated 2,400 members, is perhaps the most pro-
minent (90 percent of whom are Tanzanian African farmers). TFA - with head-
quarters at Arusha and branches in Iringa, Mbeya and Njombe - is almost
entirely concerned with providing inputs to farmers, and provides almost no
services. Inputs are supplied against cash payment or on credit up to 60
days; rather than borrowing from banks, TFA itself relies mainly on supplier's
credit. Non-members can make purchases at TFA's stores, but only members are
given a 6% rebate at the end of the year. TFA does not handle any agricultural
output but provides storage space on a rental basis. A competent management
following sound business practices has developed TFA into a reasonably ef-
ficient organization.
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9. Other private institutions include the Southern Highlands Tobacco
Growers Association with about 60 members (mostly large producers); the
Tangdnyika Coffee Growers Associa-tion, which has about 80 members remaining
after the nationalization in November, 1973 of 50 coffee estates; and the
Tanganyika Tea Growers Association, with about 30 private and corporate
members accounting for 85-90 percent of total tea production. These pro-
ducers' organizations function in some ways like cooperatives, though their
involvement in the marketing of produce is much less.

Government

10. The Central Government Ministeries and, to a lesser extent, regional
goverr-ment authorities play an important part in the marketing process. Apart
from exercising its legislative function Government directly intervenes in
certain marketing activities, particularly in the field of price formation.
Other important areas of Government interest include cooperative development,
and market research and intelligence.

11. The Ministry of Agriculture (Kilimo). Perhaps Kilomo's most im-
portant activity in the marketing field is the formulation of policy proposals
on agricultural producer and inter-agency prices for consideration by the
Economic Committee of the Cabinet (ECC), or in future, probably by the newly
established National Price Commission (Regulations of Prices Act, 1973).
Kilimo also recommends changes in the list of controlled commodities. The
Market Development Bureau (NDB), attached to Kilimo and financed under a
UNDP grant, has been carrying out most useful studies and reviews, has es-
tablished a bi-monthly market information service and contributed to policy
papers. A nutrition section advises the Minister on matters of human nutri-
tion, and a livestock department sets and enforces veterinary controls. The
statistical section collects and compiles information on production and market-
ing. Kilimo has recently been reorganized as illustrated in Chart 8522.

12. The Prime Minister's Office (PMO), (Chart 8523). Formal and direct
responsibility for rural development rests with PMO. The Rural Development
Division was established to oversee the supervision and improvement of co-
operatives, as well as the implementation of the ujamaa policy. The Division
is headed by the Commissioner for Rural Development and includes the Office
of the Registrar of Cooperatives. The Division is organized into an Ujamaa
and Cooperative Development Sub-division and a Rural Development Operation
and Control Sub-division. The main tasks of the former include audit and
supervision of cooperative societies, development of agricultural and other
(industrial, commercial) cooperative ventures, and planning, research and
cooperative statistical reporting. The latter is mainly concerned with
training activities, and was to set up liaison with all relevant training
institutions with regard to curriculum development, planning of new facili-
ties and management of personnel. The Division is probably the single most
influential institution affecting the cooperative movement. It is responsible
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for integrating ujamaa development into the cooperative structure, checking
the performance at all levels (except the cooperative apex organization) and
taking or recommending action when and where problems occur. Its main powers
are derived from the Registrar's Office, the auditing of societies' and unions'
financial records, and its role in the evaluation and approval of annual
produce costings.

13. The Ministry of Industry and Commerce. In the past this Ministry
has had effective control over retail prices, and to what extent the National
Price Commission will assume this role remains to be seen. Retail price
decisions have affected the agriculture sector particularly insofar as a
"cheap food policy" has been followed at times for selected commodities, e.g.
beef, vegetable oils, sugar; as a result producer prices remained depressed
or marketing agencies were forced into trade losses.

14. Regional & District Administrations. Except for determining retail
margins of certain food items in outlying areas, regional authorities have
had relatively little pricing discretion. However, under the new system the
Regional Development Director will serve as Assistant Price Commissioner for
his region, and will possibly exert more influence than has hitherto been
the case. A regional influence on cooperative marketing practices is also
exerted through the regional ujamaa and the Cooperative Development Office -
one of the functional lines of regional authority and the extended arm of the
Rural Development Division of PMO. The District Ujamaa and Cooperative Devel-
opment Office staff includes the cooperative inspectors and the cooperative
field officers who perform an extension function in cooperative development.
The District Development Corporations (DDC), which are public enterprises,
engage in marketing of some agricultural products. Some attempts at extending
activities into retailing, e.g. butcheries, have shown a high failure rate,
however. DDC's also run transport services.

15. Other Public Institutions. A number of institutions have a marked
impact on agricultural marketing even though no direct marketing function is
performed by them. The Unified Cooperative Service Commission (UCSC) is
responsible for the placement in the Unions and in the Rural Development
Division of staff earning more than Tsh 650 per month. While the Commission
performs a useful service in allocating scarce manpower using national priority
criteria, the removal of controls over high level personnel from the cooper-
atives has had a clearly detrimental effect on individual performance. Im-
provements could be brought about by increasing CUT's role within the Commission,
since staffing is an area where a great need for more involvement in decision
making is being felt within the cooperative movement. UCSC should endeavour
to minimize staff turnover at the Union level to avoid the disruptions that
have been occuring. Staff transfer as a means of disciplinary action should
be reduced and other measures instituted to improve managerial performance.
Together with the auditing and inspectorate staff, UCSC should monitor staff
performance at all levels and initiate personnel action as necessary.
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16. The Cooperative College in Moshi and the associated zonal colleges
to be established are expected to provide the necessary future supply of
trained manpower for the cooperative system and to facilitate the motivational
reorientation of the membership that is of crucial importance. Cooperative
education in Tanzania has benefited from aid from the Nordic Group.

17. East African Universities, and particularly the Economic Research
Bureau of the University of Dar es Salaam, have carried out some marketing
research, including analysis of cooperative accounts, farm incomes, selected
crop subsectors, pricing and ujamaa development. This research seems to have
been undertaken on an ad hoc basis rather than as part of a coordinated
program. Future academic research should take into account its comparative
advantage in interdisciplinary studies and should focus particularty on areas
that are specific to the problems of Tanzania's marketing system.

Parastatal Marketing Organizations

18. Throughout the 1960's the existing market structure was for the most
part anchored in the Agricultural Products (Control and Marketing) Act of 1962,
and Orders to that Act. The major focus of Government policy over the past
decade has been to increase the number of commodities controlled under the
single-channel marketing system established under the Act, and more recently,
to widen and deepen these controls. Government is empowered to declare a
commodity as "scheduled," which makes it subject to controlled prices and
marketing procedures prescribed and enforced by a parastatal marketing body
(originally marketing Boards). Recently, some of the Boards were transformed
into crop Authorities, the main implication being that effective control may
be extended from marketing to production.

19. At present there are 12 statutory bodies concerned directly or
exclusively with the marketing of agricultural commodities. These include
three marketing Boards, five crop Authorities and four Corporations:

Boards

Tanganyika Coffee Board (TCB)
Tanganyika Pyrethrum Board (TPB)
Tanzania Dairy Board (TDB)

Authorities

Tanzania Cotton Authority (TCA)
Tanzania Sisal Authority (TSA)
Tobacco Authority of Tanzania (TAT)
Tanzania Tea Authority (TTA)
Cashewnut Authority of Tanzania (CATA)
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Corporations

General Agricultural Products Export Corporation (GAPEX)
National Milling Corporation (NMC)
Tanzania Sugar Development Corporation (TSDC)
Tanzania Livestock Marketing Company (TLMC)

20. Among the major changes taking place in 1973 were the dissolution
of the National Agricultural Products Board (NAPB) and transfer of its re-
sponsibilities to NMC, GAPEX and CATA. NMC is expected to be transformed
into an Authority with wide powers over the food crops sector. GAPEX and CATA
were newly created in 1973. Other changes in the same year include establish-
ment of Authorities in place of Boards for sisal and cotton, and creation of
the Livestock Marketing Company. TSDC was created in February, 1974; it
assumed the functions of the former National Sugar Board and its main agent,
the General Foods Company, and took over responsibility from NAFCO for the
management of the publicly owned sugar estates.

21. Marketing functions of importance to the agricultural sector are
also performed by parastatal organizations other than those already mentioned.
The Regional Trading Corporations complement the cooperatives as wholesale
distributors of farm inputs and consumer goods in some areas. These corpor-
ations are the successor agencies of the former State Trading Corporation (STC)
which was decentralized in January, 1974. National Distributors Ltd. (NDL)
is a wholesale organization for foods, and serves, for example, as NMC's major
wholesale marketing agent for sembe (maize flour) in the Dar es Salaam area.
The National Road Haulage Company (NRHC) provides transport services. The
dairies are involved in the marketing of their products. Tanganyika Packers
Ltd. (TPL) have been involved in cattle buying through salaried specialist
buyers and are marketing all their exports of canned beef through their over-
seas parent company, Brook-Bond-Liebig. The National Agricultural and Food
Corporation (NAFCO) generally sells its products directly to the marketing
parastatals and performs storage and transport functions. Of overriding
importance, however, will be a new subsidiary of NAFCO now being established -
the National Cold Chain Operation (NCCO).

22. NCCO, under a Dutch aid program, will implement some twenty projects
in Dar es Salsam and twelve towns throughout Tanzania. NCCO provides frozen
and chilled storage facilities, air-conditioned fruit and vegetable rooms,
ice plants, some processing facilities and refrigerated transport. Tentative
forecasts show an annual trade volume of about 45,000 tons of refrigerated
or iced goods. Assuming that the formidable implementation difficulties can
be overcome, NCCO represents a major step forward in the developmenr of
Tanzania's marketing system.

23. The structure, organization and operations of the various!marketing
parastatals vary immensely. There is also great variation in the degree to
which parastatals exercise the powers or engage in activities that the law
specifies for them. A brief summary of parastatal activities is shown in Table
36 of the Statistical Annex.
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24. The tendency to increase the regulatory and operational activities
of the marketing parastatals has aggravated some already existing conflicts
with other institutions. The delineation of responsibilities between cooper-
ative unions and crop Authorities, for example, has become even more vague,
and overall marketing efficiency could well be adversely affected. Further-
more, the position of the Authorities vis-a-vis other parastatals, the Govern-
ment and the non-cooperative private sector is also unclear in certain respects.
One possible area of conflict could include sub-sectoral development strategy,
as crop Authorities are concerned with the development of crops on a national
scale and their policies could conflict with regional priorities. While the
regions have political and certain administrative powers, crop Authorities
will have technical and commercial expertise and, most likely, financial
resources at their disposal; it is necessary that all of these interests
and resources be coordinated.

25. The implications of involving the parastatals increasingly in pro-
duction are not totally clear, and will depend to a great extent on the type
of involvement. Sharp contrasts exist, for example, between the Tea Authority's
efforts to promote smallholder production and the new Sugar Development Corpor-
ation's own estate production. Major advantages can be gained from a concen-
tration of specialized staff within an Authority and the vertical intergration
of activities. Disadvantages include the possible duplication of effort among
Authorities and with Government, an inherent tendency to neglect development
of crops not promoted by any Authority, and the growing strain on management
resources as an Authority's tasks become more numerous and complex. It seems
that where a significant portion of a commodity's production comes from small-
holders the Authority should actively promote development but not engage
directly in production of that crop. Large-scale parastatal production of
some crops has not demonstrated any particular economic advantages, and there
is a possibility that an Authority may neglect smallholder farmers if it
gets overly involved in managing its own estates.

26. The corporate structure of most of the parastatals engaged in
marketing enables them to function as independent decision making units;
this is not to say that they do so at present, however. Many are newly
established or recently reorganized and require close supervision and per-
haps assistance; these parastatals should eventually be able, however, to
assume full authority within their statutory powers. Such managerial inde-
pendence is important if Government is to be relieved of some of the activ-
ities which are currently overburdening its staff.

Agricultural Cooperatives

27. Agricultural marketing cooperatives serve as the link between farmers
and parastatal marketing boards or crop Authorities for all cash crops except
the few that are traded privately. In the more developed areas the marketing
cooperatives also serve as credit channels for agricultural inputs and farm
investments. Cooperative development in the country has been very heterogene-
ous and this history has a bearing on how cooperatives function today.
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28. The first agricultural cooperatives were registered in the Kilimanjaro
area in 1932, mainly to promote coffee as a cash crop for peasant farmers.
The movement soon became very popular and spread quickly to other areas where
commercial peasant farming was relatively advanced. By 1952 there were 172
registered societies, and by 1961 the number had increased to 857. Socieites
and unions thus grew sponteneously around Moshi, Arusha, Bukoba, Mwanza,
Ruvuma, Rungwe and Iringa. They were generally quite successful and made very
significant contributions to development in their areas, not only in the field
of agriculture but also in industry, wholesale and retail distribution, banking,
and manpower training. Shortly after Independence the Government decided that
cooperatives should also be established in those parts of the country where
they had previously not existed. By mid-1973, there were 1,783 registered
cooperative societies; about 1,300 of these were agricultural, inciuding 265
multipurpose societies (ujamaa villages), some 300 savings and credit societies,
50 consumer societies and 120 industrial transport and special marketing
societies. All primary societies except 266 non-agricultural societies are
affiliated with one of the 22 unions or the National Savings League. All
unions and the League are affiliated with the Cooperative Union of Tanganyika
Ltd. (CUT), the national apex organization.

29. The decision in 1961 to expand the cooperative system nationwide
forced cooperatives to enter areas where there was no cooperative tradition
and experience and to perform marketing services for crops previously not
handled by cooperatives. It soon became apparent that many of the new co-
operatives operated very inefficiently. At the same time complaints about
low producer prices, mismanagement and petty corruption increased among the
members of the older, well-established unions and societies. The President
appointed a special high powered committee of inquiry to review these problems,
and the committee presented its conclusions and recommendations in a report
published in 1966. 1/ The main thrust of the committee's recommendations was
that various types of Government assistance were required to strengthen the
cooperatives but that if the movement was to remain viable it should continue
to be independent and self-reliant. The Government accepted some of the com-
mittee's recommendations, but subsequent policy decisions resulted in the
increasing exercise of control over cooperative operations. Government, for
example, is now setting the margins within which the marketing cooperatives
have to operate. It also has taken over direct responsibility for the
management of four Unions (Dodoma, Mbeya, Bukoba, Morogoro), assumed re-
sponsibility for the inspection of societies, entrusted special tasks to
certain unions (i.e. transport and wholesale distribution functions that
were previously performed by the private sector) and exerted control over
all cooperative education. The cooperative unions and to a lesser extent
the societies are now in many ways comparable to parastatal organizations,
and have lost much of their original flavor and independence.

1/ Report of the Presidential Committee of Enquiry into the Cooperative
Movement and Marketing Boards, 1966.
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30. One of the determining factors of the existing cooperative structure
was the Arusha Declaration of 1967. Through tai adoption of .he concept of
"ujamaa," the cooperative movement was to be actively involved in the everyday
life of rural inhabitants through cooperatively established settlements and
joint production activities. By advocailng cooperative production activities
on a wide scale, Tanzania not only went beyond the practical experience of
its own cooperative establishment, but also beyond what had been done in most
other countries as well. Today, Government is continuing to strongly promote
the formation of multi-purpose cooperative societies and the proportion of
purely marketing societies is likely to decline in the future.

31. Because private trading in the crops handled by the cooperatives
is not allowed, the proper functioning of the cooperatives is of vital im-
portance for the efficient marketing of crops. Serious inefficiencies and
problems exist, however, and these are among the most important constraints
to development in many rural areas. There are important regional differences.
The cooperatives tend to be much stronger in areas where the movement is
deeply rooted and grew sponteneously then in areas where the creation of
cooperatives was more or less the result of direct Government action. This
tendency is all the more serious since the latter areas are generally the
least developed ones where the need for strong institutions is perhaps great-
est. The co:ibined effects of the inherent weaknesses in the system have led
to severe financial difficulties for many societies and unions, and extremely
high costs in the marketing of produce. Some of the underlying difficulties
are considered in greater detail below.

32. Availability and Accuracy of Accounts. There are long delays in
the preparation of annual accounts. According to a 1971 survey, 1/ of the
1,338 societies then registered, accounts were available for only 85% in 1967,
65% in 1969 and 13% in 1970. By October 1973, the Mission encountered numer-
ous societies for which the latest available audited accounts dated back to
1969. The major reason for poor record keeping is the lack of qualified
personnel. An additional reason for the large variation in audit performance
is some divergence in practices in the Zonal Auditors' Offices. While some
auditors are rather strict with regard to completeness of submitted records
and the existence of trial balances, others proceed with only partially
completed records and accounts and, in effect, prepare the financial state-
ments themselves. It has been observed that hardly any use is made of
accounts, partly because of a lack of understanding and partly because the
reliability of the audited accounts varies widely. Audit reports frequently
state that records made available to the auditor were incomplete or that
inconsistencies could not be resolved to his satisfaction. In addition to
missing records, another source of inaccuracies is the submission of errone-
ous records which do not accurately reflect the transactions that took place,
e.g. produce receipts may not show the right amounts. It is essential that
urgent measures be taken to upgrade the cooperative accounting system.

1/ Consisting of a series of baseline studies in which several institutions.
including the Rural Develovment Division and the Economic Research Bureau,
cooperated.
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33. Supervision and Accountability. Regular supervision of cooperative
societies and unions is provided for under the-Audit and Supervisibn Fund
administered by the Registrar of Cooperatives, and this activity is the re-
sponsibility of cooperative inspectors in the Regional and District Ujamaa
and Cooperative Development Offices. Special supervision is arranged when
irregularities have to be investigated; this is conducted by representatives
from the Rural Development Division in Dar es Salaam, zonal auditors, regional
officials, and union management officials from other regions, among others.
The impression gained during field visits is one of non-uniform supervision
coverage and effectiveness. While some societies appear to be visited monthly,
others reported no visits by inspectors for more than six months. There is
no consistent evidence, however, that frequent visits by inspectors have
always resulted in better kept books. The ineffectiveness of the inspection
system is one of the major weaknesses of the cooperative system.

34. Other important shortcomings are the limited accountability of
officials and insufficient follow-up in cases of suspected irregularities
or poor performance. These are particularly prevalent at the primary society
level, where a poor auditor's report, for instance, does not trigger any
systematic action at a higher level to make society officials and inspectors
directly accountable for the differencies or to require them to initiate
remedial steps. The situation tends to be worst in areas where farmers have
no effective control over the appointment of the society secretary or the
election of committee members (usually where the members are too scattered
or where there is no cooperative tradition). In those cases where unions
have been investigated, senior union officials have often been transferred
to similar posts elsewhere and been replaced by people whose transfer from
their previous posts frequently caused serious disruptions; the net gain from
these actions has thus been highly questionable.

35. The relative merits of civil servants performing this inspection
function instead of cooperative officials, and the practice of temporary take-
over of mismanaged unions by Government cannot be judged without thorough
study. Pending further study by the Rural Development Division and CUT (or
an outside agency), it would seem appropriate to suggest at this time that
procedures for audit, supervision and follow-up should be closely coordinated
and considerably tightened. A mere transfer back to CUT of a poorly function-
ing system at this time could not be expected to yield appreciable benefits.
Future transfer of a well-functioning apparatus should be considered, however.
There are no simple solutions for any of these problems, many of which will
be alleviated only through the improved education and training of both co-
operative officials and farmers, and any changes will inevitably involve a
long-term process.

36. Cooperative Earnings and Solvency. A society's annual net surplus
is the excess of total income over total expenditures; the major items are
general overhead costs, the produce account, and various other accounts
(tractor services, milling etc.). The main source of income are produce
levies collected from the Union and deducted from producer prices, but the
produce account may also yield income, and most Societies charge a fee for
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other services rendered. A comprehensive picture is available only for the
1967-1969 period covered by the baseline studies. These studies show that
of the then 17 regions, useful results were obtained for 14 regions for 1967
and 1968, and that in both years, societies in 9 regions had an average net
surplus and in 5 a net deficit; 12 regions produced useable results in 1969,
and societies in 7 of those regions had an average net surplus. Of all the
societies studied, 37% had a net deficit in 1967, 43% in 1968 and 40% in
1969.

37. Solvency of a society is understood to be the ratio of the society's
own capital to total liabilities as stated in the balance sheet. If a
society's liabilities exceed its assets, it is said to have negative own
capit:al or to be insolvent. Of all societies studied, 22% were insolvent in
1967, 20% in 1968 and 21% in 1969. The consensus of opinion of officials
interviewed seems to be that the financial position of societies in terms of
earnings and solvency had not improved significantly up to 1973.

38. The reasons for these widespread financial difficulties are manifold,
but they can be summarized into two categories: high operating costs due to
a combination of managerial inefficiency and low volume of produce handled,
and the system of regionally uniform crop levies which is totally inflexible
in adjusting a society's revenues to its costs. There is certainly much scope
for reducing the operating costs of many societies and unions but the fact
that different circumstances may lead to genuine cost differentials must
be taken into consideration when crop levies are established.

39. Modifications in the system of society crop levies would improve
the viability of many societies, but it could not be expected to eliminate
the problem of indebtedness. The status of societies with chronic financial
difficulties should be carefully assessed and non-viable societies reorganized,
i.e. combined with others, or dissolved. Regional government authorities
acting in conjunction with existing cooperative staff could temporarily assume
responsibility for crop marketing and at the same time initiate reforms which
would help to lay a sound foundation for a return to cooperative control in
the future. In the meantime, if trade losses are incurred, these should be
financed out of the regional budget. Such a solution is preferable to letting
a society drift into a permanent state of insolvency and forcing the parent
union to finance its debts.

40. New societies should not be formed and registered unless strict
viability criteria are met. These criteria should assure that the combined
activities of the society will yield a minimum acceptable operating surplus
even under unfavorable (if not the worst) circumstances. A proliferation
of societies puts an undue burden on the whole administrative cooperative
structure and cannot be expected to be of long-term benefit to the members
of such societies. UJAmaa villages should not be registered as individual
societies unless they have achieved a sufficient volume of marketable surplus
and trained staff is available. Until that time the village should be given
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appropriate legal status to enable it to function as an independent entity in
matters other then marketing, and to become a collective member of an exist-
ing marketing society.

41. In addition to these suggestion, some consideration should be
given to the reorganization of the cooperative extension service. At pre-
sent, staff of the District Ujamas and Cooperative Development Office carry
out inspection duties and assist both in forming new societies and in improv-
ing existing ones. There are two major disadvantages to this approach. First,
the staff has insufficient training and experience, and secondly, the same
staff is supposed to promote cooperative (ujamaa) production and improve
marketing. These activities require distinctly different skills and should-
be functionally separated. It Is suggested, therefore, that the staff be
reorganized accordingly. Delays in removing bottlenecks in cooperative
marketing are bound to be much more serious than delays in cooperative pro-
duction.

42. Cooperative Planning and Plan Implementation. A first attempt at
cooperative investment planning was made in the SFYP Plan, which clontained
an investment program for cooperatives, also referred to as the First Co-
operative Development Plan. A breakdown of actual and proposed spending is
given in Table 5.1.
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Table 5*1: PROPOSED, APPROVED AND IMPLEMENTED COOPERATIVE DEVELOPMENT PROGRAM
(Tsh '000)

Proposed
Projects Approved
of the Cap. Exp. Implemented

Programs and Dev. Plan 1969/70 - Projects as at
Financing 1969-74 1972/73 12/31/72

Programs

Storage 27,636 24,467 8,856

Processing 38,717 21,455 19,302

Transport 6,337 48,933 28,184

Agric. Production 14,401 5,931 Lj 13,336

Wholesale Nil 1,639 1,452

Offices 2,180 5,479 3,882

Others 2,675 6,642 3,607

Total: 91,946 114.546 78,619

Financing

Own funds 20,893 20,711 28,373

RDF 4,515 ) 9335 ) 50246
Loans 66,538

Total: 91 946 114n546 78.619

/1 Does not include current expenditures.

Source: Rural Development Division.
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43. There has been considerable deviation in the implementation of the
cooperative program from the originally envisaged plan. The latest approved
capital expenditure of Tsh 114.5 million exceeds the plan'target of Tsh 91.9
million by 25%. However, cost overruns of Tsh 11.6 million are expected,
so that if implemented, the total cost of all approved projects would be
Tsh 126.1 million. As only Tsh 78.6 million had been spent as of December
1972, total outlays in 1973 would amount to Tsh 47.5 million; such a level
of spending is improbable, as it would equal 60% of total spending in the
preceding three years. In addition, there are still projects being considered
for approval the total cost of wi'bch is 15.7 million; the cost of the final
program for the SFYD plan period could thus totai Tsh 141.8 million, or 54%
above the plan target.

44. Another significant change has taken place with regard to the con-
tent of the spending program. The approved expenditures of Tsh 114.5 million
include only 45% of the projects originally proposed in the plan; 55% are
newly selected projects. The project composition shows increased spending
for transport and reductions in projects for storage, processing and direct
agricultural production. Regional shares of the total program also changed,
sharp increases were given to Mwanza, Iringa and Mtwara Regions, for example,
while decreases were noted for Kigoma, Mbeya, Westlake, Tabora and Kilimanjaro
Regions. The proportion of all approved projects proposed to be financed
from "own funds" (18%) contrasts with the proportion originally envisaged
in the plan (22%) and even much more sharply with that of already implemented
projects (36%).

45. These figures'show striking discrepancies between planning and
implementation. A major problem is that no assessments of past investments
are being made, and information on the relative benefits and consistency of
projects is lacking. Although approval of annual investment programs is
theoretically contingent upon a performance report, such reporting by the
Unions has been poor or non-existant. There are no complete inventories of
facilities and planning of new facilities is almost carried out on an ad hoc
basis. Investment requirements should be identified on a national basis and
priorities established using sound cost-benefit criteria. The Rural Devel-
opment Division recognizes these shortcomings and is proposing some impro-
vements, but staff limitations in all likelihood will not permit significant
changes. The whole cooperative movement has been preoccupied with adminis-
tration, and not enough efforts have been given to collecting the type of
information necessary for planning purposes or to the formulation of invest-
ment programs and the implementation of existing projects.

46. Another weakness is lack of coordination in planning between
cooperatives and parastatals. The initiatives in this respect should be
taken by Devplan and the Regional Development Directors or Regional Plan-
ning Offices. Such coordination is becoming increasingly essential in view
of a likely upsurge in capital spending on processing, storage and transport
facilities. A national internal cooperative planning and implementation
apparatus should be established, with details to be worked out between CUT
and the Rural Development Division.
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47. Other Institutional, Organizational and Infrastructural Problems
,If Cooperatives. In some areas a lack of farmer confidence in the cooperative
society presents a problem. Among the factors contributing to this attitude

d-7 he the temporary inability on the part of societies to pay farmers for
thl'tiiL produce. Cash shortages develop when a Union's low creditworthiness
with NBC leads to difficulties in obtaining loan funds, or when, because of
poor management, loan requirements were underestimated or cash was not de-
livered to society headquarters. Another factor adversely affecting members'
attitudes are dishonesty and incompetence of the officers in some societies
and unions. The fact that prices offered by societies are often far below
prices obtained in local markets for the small quantities of produce that can
be marketed there legally, or from private traders buying illegally, also
undermines a society's image in the eyes of farmers. Originally, there was
a real cooperative cause and leaders tended to be dedicated and closely super-
vised by their members. Once it was decided to establish cooperative through-
out the country and to give monopolistic powers to the primary societies,
ncentives to support the movement weakened, as the societies then had to

c.reat members and.non-members alike.

48. Another specific problem is that some Unions have become rather
unwieldy as a result of the multiple functions they have been asked to assume.
Apart from the marketing of agricultural produce, many Unions are now also
involved in transport, wholesale distribution, gasoline retailing, processing
units and hotels. Some of the older and well established Unions such as BCU,
NCU and KNCU are engaged in still other activities either directly or through
subsidiary companies. Some of the newer Unions are not well organized for
their complex multiple functions. In order to enhance financial control and
facilitate cost accounting, it seems advisable that they (as most older unions
have in the past) should set up independent self-accounting subsidiaries for
specialized functions; these would then be allowed to expand in number and
scope only in accordance with a Union's capabilities.

49. Past efforts to improve the marketing system have included the re-
allocation of various cooperative functions among non-cooperative institutions
and have, in effect, amounted to a reduction in the self-governing powers of
the cooperative movement in general and the Regional Unions in particular. On
balance, all these changes have served to obfuscate the role of the cooperative
unions within the single-channel marketing system. As this appears to be an
area of increasing difficulty (but also one with good potential for improvement),
a comprehensive study should be undertaken to clarify the functions of cooper-
ative societies and Unions and of marketing parastatals with the objective to
simplify the flow of comodities and increase marketing efficiency.

50. Inadequate crop storage facilities at all levels represent a major
infrastructural bottleneck in the cooperative marketing system. Estimated
losses at societies' buying points as a result of poor storage (produce is
usually stacked in the open on the ground) are considerable. Union officials



ANNEX 5
Page 17

also complained about inadequate intermediate storage facilities. However,
facilities are sufficient in many areas; there is a real need for a complete
inventory of available storage capacity, a detailed assessment of the location
and magnitude of shortages, and coordination of storage use.

51. As indicated earlier, transport capacity also is inadequate, es-
pecially in areas with serious storage problems. The Unions are generally
responsible for arranging for transport, either with their own vehicles or
through contracts with transporters (mostly private individuals). The major
problems in transport include shortages of vehicles and poor organization in
the use of existing vehicles. Union owned fleets are under-utilized, partly
because of inadequate maintenance of vehicles and partly because of inappro-
priate routing and lack of publicized pick up schedules. Private truck owners
occasionally refuse to operate in areas with very poor roads in view of the
inflexible freight rates offered them, leaving the worst routes to the Unions;
accessability and road conditions are highly inadequate in most areas of the
country. Transport services tend overall to be highly irregular and costly.

Marketing Performance

52. Aside from the fact that on occasionsproducers have not been im-
mediately paid upon delivery of their crops and inputs have not been made
available on a regular and timely fashion, the most important defect in the
Tanzanian marketing system has been its high operational cost. An analysis
of marketing costs is complicated, however, by inadequate data, the varying
methods of costing used by different agencies, and also the fact that official
marketing margins often bear little relationship to the actual costs incurred
by an agency.

53. Cooperative Societies. Costs incurred by societies may be cate-
gorized into administrative, special operating and costs related to produce
trade. Regular administrative costs include the secretary's salary and wages
of other employees, posho (committee members' remunerations) and travel, bag-
ging and handling, depreciation, training, audit and supervision, office sup-
plies and miscellaneous minor items. Salaries vary widely, depending largely
on the secretary's qualifications and the size of the society, and account
from about one-third to over one-half of a society's total operating costs.
Posho and travel expenses have been the most controversial items in societies'
accounts, as there is seemingly excessive variation among societies. A
committee member's presence is required whenever business is transacted be-
tween the society and a farmer, a service for which he receives posho on a
time basis. The variation in posho expenses is due to differences in the
rates paid and time charged. In some cases, a committee member spends more
time with the society than is required, or more committee members are present
than necessary. Clear guidelines and supervision should be provided in this
respect from superior authorities, e.g. the Unions, CUT or the Rural Devel-
opment Division, since it is unrealistic to expect individual societies to
exercise adquate control over the problem. Travel expenses are mostly
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incurred when society officials pick up cash from the nearest bank branch,
as this may be located a considerable distance from society headquarters.
Such journeys are frequent and many last several days, partly on account of
delays at the bank. This serious problem persists in many areas, but the
National Bank of Commerce is now making an effort to extend banking services
including mobile units, further into rural areas.

54. Since a major part of these regular operating costs is fixed in
nature, the cost per unit of produce handled by a society tends to decrease
as the volume increases. This relationship illustrated in Table 5.2, has
been empirically confirmed in Tanzania 1/ and explains some of the major pro-
blems in the cooperative movement. As a result of low marketed volume many
societies are not viable, and the current policy of registering individual
ujamaa villages as cooperative societies is likely to aggravate the situation.
Under the circumstances, serious corrective measures are essential (paras.
39 and 40).

55. Special operating costs of societies are related to services other
than the marketing of produce, as, for example, machinery services. Aside
from maintenance of the equipment, the major problem in this area has been
the costing of services. It is important to calculate service charges so that
a reasonable return to the true value of the asset will be obtained. It is
generally acceptable for cooperatives to determine minimum charges so as to
cover current operating cost and allow the asset to be replaced at the end of
its operating life. Since special skills are required to establish proper
costings for machinery services, assistance should be provided by the Unions
or the Rural Development Division. Such assistance should include advice on
whether or not certain services should be offered at all by the cooperatives.

56. Societies have also incurred significant costs as a result of losses
from credit to members. Defaults have on occasion been massive. (Annex 6
details the circumstances surrounding the fact that the handling of seasonal
credit by societies is, under present conditions, unmanageable.) A major source
of credit losses on the input side has been seed trade, mainly because that
was the primary purpose of lending in many societies.

1/ B.K. Zegge, Cooperative Marketing in the Coast Region; Paul Westergaard,
Analysis of Accounts of the Cooperative Societies in Tanzania for the
Years 1967-1969; H.C. Kriesel, et. al., Agricultural Marketing in
Tanzania.



Thhle '<.2: VOLUME OF P)DUC9 FNDIJED AND UNIT MMIRKEING COSTs, AC;?'LMD C C'O A1TTvI SOCIETIES, 1967

Pnnun.l Cost per ton ( TSh)
Volume Cashew Cotton Coffee Maize
handled Societies 1 Societies / Societies 1 Societies -

(tons)

100 - _ 140

200 105 140 90 73

400 54 77 64 47

600 38 61 56 33

800 30 55 53 27

1000 27 53 52 22.5

1200 26 52 51 19

1400 25 51 50 17

1600 24 50 49 16

1800 23 49 48 15

2000 22 48 47 14.5

I/ 122 Sc½ieties in co5st. rnd 1I1twc rT Regions.
2/ 120 Societies in L2ke, Copst end Morogoro Regions.
3/ 137 Societies in West Lgkn, Ki1irmnirro Fnd Nb- P Pegions.
24/ S oca in Irinbe arnd Do4o,a. lIegionrs.

Source: Kriesel, Lrurent, HElpern, LDrzelere; Agriculturp1 IV'Prketing in T-nz-ini,.
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57. Perhaps the most important cost to societies from an efficiency
standpoint have been losses in produce handling. Realization accounts show
that significant quantities of produce (ranging to upwards of one-third the
volume purchased) remain unaccounted for at the end of a business year.
Various explanatibns are offered, including weight loss through shrinkage,
insect damage and, most prominent, dishonesty on the part of society offi-
cials. Such exploitation of farmers by other farmers or cooperative employees
is most detrimental to the cooperative image, and may be the principal reason
for the slow, development of a cooperative spirit among many farmers (which
is only partly reflected in the widespread theft of gunny bags). Vigorous
inspection must aim at eliminating these elements of inefficiency.

58. The most important (and generally the only) source of income of
societies is a produce levy paid by the Unions. Such levies vary from crop
to crop and from region to region and are fixed for the crop year; most im-
portantly, levies are uniform for a particular crop for all societies within
a region. It is inevitably the case, however, that some societies have higher
total costs than the revenues allowed by the fixed levy. As the unit revenue
is thus constant and unrelated to volume handled, while unit costs decrease
with volume, it is clear why societies tend to become rapidly insolvent given
the low volume of trading. A more realistic levy system should be devised by
taking into account genuine cost differentials among societies within a region.
Such levies do not preclude uniform prices to producers belonging to societies
with different unit costs, but would entail reimbursement by Unions of actual
costs incurred by their affiliated societies. Unions should endeavor to gather
relevant information as soon as possible.

59. Cooperative Unions. The principal items in Unions' marketing costs
are transport, gunny bags, interest, insurance, shrinkage, society levies and
the Unions' own levies. In addition, Unions have expenses related to a number
of other activities which are not discussed in detail. The 1972/73 approved
costings for maize and paddy are shown in Table 5.3. Margins for 1973/74 are
shown in Table 12 of the Main Report. These costs have been scrutinized by
the Rural Development Division and approved for crop pricing purposes by the
Ministry of Agriculture. Since Union accounts have been notoriously outdated
and the Rural Development Division is understaffed, it is doubtful that these
costings accurately reflect Union costs.

60. Individual components of reported Union costs vary tremendously.
Minimum and maximum charges by individual Unions for eight crops for the
1972/73 crop year are shown in Table 5.4. Except for transportation where
costs depend on the distances and road conditions involved, there is no obvious
reason for such large variations, but no thorough investigations have apparent-
ly been made. Genuine cost differentials need to be ascertained and allowed
for. As there is an obvious advantage for Unions to inflate cost estimates,
such tendencies have to be carefully checked. 1/

1/ It should be noted that several producer prices were uniformly fixed in
1973/74 which varied from Union to Union in 1972/73 (Tables 5.3 and 5.4).
Certain problem associated with fixed uniform margins are thus occurring
for the first time in the current crop season.
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61. One of the more serious inefficiencies at the Union level involves
the transport of crops from society buying points to a storage facility de-
signated by a marketing parastatal. Crops stored in the open go uncollected
for weeks, and in several instances, e.g. cotton and cashew, serious losses
were incurred because of failure to collect before the start of the rainy
season.

62. Complications have arisen on occasions through the discovery of short-
ages in Union-owned warehouses of produce owned by parastatals who are renting
these facilities. Poor inventory management and malfunctioning communications
between Unions and parastatals are largely responsible for these difficulties.
Many of these inefficiencies of Unions are due to their unwieldy operation.
Because Unions engage in major activities other than marketing, they may become
practically unmanageable with their present organization. If they are to im-
prove their performance, Unions will have to upgrade their management, divest
themselves of some of the activities producing perpetual operating losses,
and reorganize internally to create self-accounting, manageable sub-units.
It is also important to strengthen the cohesion between a Union and its affil-
iated societies to facilitate a freer flow of information, make Union assist-
ance more accessible to societies and to serve as an additional check on
societies' activities.
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Tahle 5.3: COOPERATIVs UNIONS' APPROVED MARKETING COST AND PRODUCER
PRICES FOR MAIZE AND PADDY, 1972/73

( TSh ton)

Maize Paddy .. _.

Union Marketing Cost Producer Marketing Cost i-oducer
Transport Other Total Price Trrnsport Other Total Price

Kilimenjsro 25 103 128 260 25 116 141 610

Mara 44 96 140 250 4k 144 190 560

NCU 45 106 151 230 45 121 166 580

Kigoma 22 122 144 250 24 162 186 560

T.o-,-/Mpr'ndP 55 122 177 210 55 113 168 580

Tehora/Nzega 40 120 1'O 220 40 112 152 Q00

Singidp 43 130 173 220 65 151 2116 540

Mheyf 40 121 161 230 16 137 153 600

Dodom& 66 120 186 200 66 143 209 540

Morogoro 45 113 158 230 40 158 198 550

Wami Mpgole 30 115 145 240 30 131 161 580

Iringa 40 118 1,8 230 40 141 181 570

Iringa Ujamaa 40 72 112 280 - - - -

Mbinga 50 130 180 210 50 146 196 550

Mgoni-Katengo 50 128 178 210 50 145 195 550

Niombe Coop. 100 101 201 190 100 132 232 520

Njombe Ujamaa 20 78 98 290 25 137 162 590

Mtwarp f6o 164 223 200 50 204 254 500

S'ninyangp 40 98 138 250 40 109 149 (f00

Arushe/,anang f1 109 170 230 (1 127 188 5:60

Tanga - - - - 60 173 233 520

Source: Prime Minister's O§'ice, Rural Development Division



Table .4: MINIMUM AND MAXIMM CHARGES IN THE 1972/73
COpPPRATIVE COSTINOS

Cost Item and
Crop Mmcimu Minirmm Difference

Gumny Balgs: TSh/ton Percent Max. above Min.

Maize 60.95 25.30 140
Paddy 74.25 29.70 150
Wheat '60.95 5.11 1,093
Sunflower 106.00 90.00 18
Castorseed 82,'50 46.50 77
Sesame 143.00 37.50 281
Cassava 97.00 36.45 166
Cashewnuts 125.00 59.80 109

Transport:

Maize 100.00 22.00 355
Paddy 100.00 16.25 515
Wheat 72.22 25.00 '189
Sunflower 100.00 25.00 1300
Castoraeed 100.00 30.00 '233
Sesame 130.00 20.00 550
Cassava 5D.0o 30.00 , 66
Cashevnuts 120.00 20.00 500
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Shrinkages:

Maize 15.60 3.90 300
Paddy 30.00 7.50 300
Wheat 26.84 6.00 347
Sunflower 36.00 9.00 300
Castorseed 34.40 8.60 300
Sesame 80.00 16.00 400
Cassava 144.8 7.20 101
Cashewnuts 38.00 30.00 27

Union Levy:

Maize 30.00 10.00 200
Paddy 30.00 5.00 500
Wheat 30.00 10.00 200
Sunflower 20.00 5.00 300
Castorseed 30.00 5.00 500
Sesame 30.00 5.00 5°0
Cassava 30.00 3.00 900
Casheimuts 30.00 20.00 .50

Society Leay:

Maize 50.00 10.00 400
Paddy 50.00 20.00 150
Wheat 40.00 20.00 100
Sunflower 30.00 20.00 50
Castor seed 50.00 20.00 150
Sesame 50.00 20.00 150
Cassava 30.00 3.00 900
Cashewnuts 50.00 30.00 67

Total Oosts:

Maize 223.91 98.08 128
Paddy 254.26 140.75 81
Wheat 217.75 74.44 193
Sunflower 390.00 216.90 80
Castorseed 464.22 180.00 158
Sesame 558.00 217.50 157
cassava 242.95 113.95 113
Cashewnuts 511.19 211.26 142

Price Paid to Producer:

Maize 290.00 190.00 53
Paddy 610.00 500.00 22
Wheat 500.00 450.00 31
Sunflower 680.00 510.00 33
Castorseed 680.00 390.00 74
Sesame 1,300.00 1,000.00 30
Cassava 200.00 110.00 82
Cashewnuts 950.00 750.00 27

-ou-rge: Prime Minister's Offiee, Rurn-l Development Division
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63. Marketing Parastatals. Even though there are fewer parastatals
involved in agricultural marketing than Cooperative Unions, it is more difficult
to generalize on their performance since their operations are more varied.
Some play virtually no role in marketing; others purchase the entire national
output of a particular crop and engage in certain aspects of processing as well.
Furthermore, many are also in arrears with their financial reporting and de-
tailed information is rather inaccessible.

64. Some details are available only for the crops handled by the former
National Agricultural Products Board (NAPB). NAPB's accounts show that net
overhead costs, including expenses for personnel, rent, depreciation and other
overhead items, accounted from 18% (paddy) to 42% (sesame) of total marketing
costs. The remaining portion are net direct costs, including main agents
remuneration, storage, local freight and handling, bagging, pest control,
interest, insurance and a few other items. Net overhead costs which are
specifically attributable to NAPB ranged from a maximum of 8% of the producer
price of a single crop (maize) to as low as 4% (wheat). The actual level of
direct costs cannot be termed as either high or low, but must be analyzed
against factual evidence of unit cost and the efficiency of individual cost
components. Such an analysis apparently has never been carried out, but would
seem to be desirable in view of the tremendous annual variation of such costs.
Net direct costs per ton, including c & f charges varied as much as 500% for
a single crop over the past several years. The Marketing Development Bureau
has so far succeeded in pointing out only the existence of this varilation and
in identifying major inconsistencies in the amounts (adjusted costs are given
in Table 5.5).
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Table 5.5: COMPARISON OF NAPB APPROVED MARGINS, 1972/73 WITH ACTUAL COSTS, 1970/71

1972/73 1970/71 Actual Costs
Crop Approved Margin From Accounts AdjuBted

Tsh/ton

Sunflowerseed I16.00 f.o.b. 82.89 82.89

Castorseed 123.05 f.o.b. 112.47 79.47 L!

Groundnuts 198.53 f.o.b. 160.52 120.52 /
Sesameseed 165.50 f.o.b. 133.56 110.00 2,t

Cashewnuts 210.00 f.o.b. 1 166.45 186.45 /

Cassava 61.00 f.o.b. n.a. -

Maize 70.00 8 60.61 70.00 4J

Paddy 160.00 / 133.91 160.00 5/

Wheat 56.11-63.898J 64.50 55.006/'

1/ Adjusted for excessive freight and pest control charges.

2L/ Adjusted for excessive freight and interest charges.

3/ Including shrinkage ( TSh 20/ton).

i Adjusted for import trade losses and/or special storage costs.

/ Adjusted for special storage costs (stock losses).

6/ AdQuated for excessive storage, pest control and agents' charges.

/ Including approved trade loss of TSh 80/ton.

8/ Out-of-Store.

Note: The actual costs are exclusive of any payments into reserve funds.

Source: Marketing Development Bureau.
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65. Parastatal marketing costs for coffee, cotton and tobacco are
partially reflected in the cooperative and parastatal margins calculated for
selected years as shown in Table 5.6. Since these margins also include oper-
ating surpluses, actual marketing costs are less than the margins; the magni-
tudes involved could not be determined, however. All of these crops require
some processing, which takes place at various stages in the marketing channel
and for which the incidence of the cost is not always clearly identifiable.
Some of the Boards and Authorities are also engaged in non-marketing activities,
making cost calculations even more difficult.

66. There is not sufficient information to determine whether the over-
all level of efficiency in the parastatal sector is different from that of the
cooperatives. Staffing problems have been aggravated by the increase in the
number of parastatals over the past several months. The movement towards
crops authorities is also likely to have efficiency implications. As ex-
perience with the cooperative Unions has shown, potentially disastrous results
are achieved when relatively weak management is overburdened with new activ-
ities. Crop Authorities, with their far reaching powers, might be inclined
(or induced) to expand their range of activities beyond their management
capability and could consequently face similar difficulties. The supply
problems emerging periodically in the domestic food sector may be symptomatic
of such parastatal inefficiency.

67. Producers seem to receive, on average, less than two-thirds of the
prices quoted at the first wholesale level (out-of-store). By comparison,
Malawi producers receive about three-fourth's of that price for coffee,
cotton, tobacco, maize, rice and groundnuts. The economic cost of marketing
in Tanzania is higher than that fraction would indicate, however, since at
the prevailing margins a large number of marketing intermediaries are in-
curring losses which eventually will have to be borne by either producers or
consumers, or both. In this context, the margins are deceptive and not con-
ducive to raising efficiency (because of forced buying), while a well func-
tioning price mechanism should act as a guide to increasing efficiency.
Available data do not warrant a conclusion on whether the system is inherent-
ly more efficient in marketing export crops as compared with food crops. More
experience has been gained to date in the organized marketing of the former,
however, and the marketing mechanism is accordingly more refined. As a result,
the marketing of export crops is functioning more smoothly than the marketing
of other crops. If, or to what extent this factor is reflected in unit
marketing costs remains to be determined.

68. Despite the numerous difficulties, the marketing system is perform-
ing a huge physical task and a vital service to the economy. In addition to
the modifications already suggested, efforts must be made to identify specific
problems at each and every stage and design specific solutions. This requires
highly specialized skills which should be provided separately for cooperatives
and parastatals in the form of consultancy services, possibly located at the
Cooperative College in Moshi and the Ministry of Agriculture, respectively.
Many of the valid recommendations for improvement that have been made in the
past are too general and broad to be useful to individual managers, and this
seems to have been a crucial factor in the slow implementation of these re-
commendations.



Table 5.6: ykAMMG MAROINS FoR CGE%E, COTTON, TOBACCO: V9RIWaOS YEARS

Avera6e Price Realized ins Margins as Percent of Producer PriceCrop Yenr CopAL ra Coopera- I rastata Total ra- Paraststal Total
Producers tive Parastatals tive Marketing Export Tax tive Marketing Export Tax

unions

- -------------- Tah/ton---------------- ------ - --- ------ Percent----

Coffee 1969/70 4,o87 5,787 6,705 V/ 1,700 365 553 2,618 41.6 8.9 13.5 64.o

Cettwa 3970/71 1,024 1,2 4 4 1,553 I/ 2/ 220 244 65 529 21.5 23.8 6.3 51.6

Tobacco, all types) 1969/70 4,190 4,760 6,590 3/ 570 1,830 n.a. 2,1)0( 13.6 4 3 .7 n.a. 57.3
Wet leaf basis ) 1971/72 4,930 8,776 / 3,8h6

Tea ) Mostly marketed by estates; margins unknown.
Sisal

1/ Includes export tax.

2 Cancbined lint and seed sales proceeds.

2/ Net of export tax.

Source: Calculated from Annual Reports and Cooperative Union Statistics 1965/66 - 1969/70;

B.K. Zegge, Marketing Tobacco in Tanzania.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Input Supply and Credit

A. Input Supply

Fertilizers

1. Total fertilizer consumption has increased from 8,700 MHT in 1962
to an estimated 85,000 tons in 1974 (Table 6.1). In the past most fertilizer
has been used on coffee, tea, tobacco and cotton. Recently, the emphasis on
maize growing has led to a substantial increase in fertilizer usage for this
crop (Table 29, Volume III). The average fertilizer consumption over the
total cultivated area in 1973 was 13.7 kg/ha. Prior to 1972 all chemical
fertilizer used in Tanzania was imported. In 1972, the Tanzanian Fertilizer
Company (TFC) (owned 60% by NDC and 40% by private interests) opened its
Tanga plant for the production mainly of phosphatic fertilizers. This produced
12,400 tons in its first year, or 22% of total requirements. The plant's capa-
city is 100,000 tons. Production in 1973 was expected to rise to over 70,000
tons, about 40,000 tons of which was intended for export. This forecast was
made prior to recent international developments in the energy sector. Total
imports in 1973 (types of fertilizers not produced in Tanga) were estimated
to amount to 30,000 to 40,000 tons.

Table 6.1: FERTILIZER CONSUMPTION, 1968-1973

1968 1969 1970 1971 1972 1973 1974
…_______-- …------------ Metric Tons ----------------------- ---

31,315 31,785 38,300 42,886 52,850 65,970 85,000

Source: Tanzania Fertilizer Co.

2. The Tanzanian Fertilizer Company has had operational difficulties,
and sufferred a loss of Tsh 21.4 million in 1972; a loss of Tsh 30 million was
anticipated for 1973. Among the reasons identified by NDC are water shortages,
difficulties in obtaining raw material, distribution problems, and an inappro-
priate capital structure coupled with pricing problems. 1/ Attempts are now
being made with assistance from India to make TIC more viable. TFC sells to
three distributing agencies: cooperative unions and societies; the State

1/ TFC production has recently been temporarily discontinued.
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Trading Corporation; and the Tanganyika Farmers' Association. In 1972 the
cooperatives' share was 56%, that of TFA 23%. The cooperatives submit esti-
mates of their requirements together with a loan application to the Tanzania
Rural Development Bank (TRDB) which issues tenders. The TFC has been the
successful bidder up to now. The fertilizer is supplied to cooperatives by
TFC according to a dispatch list at varying f.o.r. prices. In the past,
cooperatives generally supplied fertilizers to farmers at f.o.r. cost and
recovered their distribution cost through crop levies. Farmers not using
fertilizers may, therefore, have been subsidizing users. TFA distributes
fertilizers in competition with the other distributors in its regions of
operation. Both TFA and STC add a margin of 5-12% to f.o.r. prices. The
prices for the 1973 season at Tanga for urea, tripple superphosphate and
diammonium phosphate were Tsh 1,029, Tsh 1,064 and Tsh 1,367 respectively
per metric ton. The Cotton Authority has recently used profits from its
marketing operations to finance a 45% subsidy on fertilizers and pesticides.
TRDB administered a fund of Tsh 25 million for this scheme, which is expected
to expand rapidly. To stimulate use of fertilizers on food crops, the Regional
Development Fund has been used to finance free distribution of maize ferti-
lizer to ujamaa villages. This free distribution will be expanded in the
1973/74 season through a new program, part of which will be financed by the
Treasury (Tsh 11.3 million) and part through an increased marketing margin
for maize; the total cost of the program is expected to be about Tsh 27
million.

3. A major bottleneck in the cooperative distribution channel has been
delays in procurement through TRDB and the non-availability of fertilizer
at the proper time. The creation of a TRDB subsidiary for input distribution
may be considered as the volume used increases. An additional difficulty is
that most cooperative societies have only a limited capacity to handle ferti-
lizers. Also, the free distribution of fertilizers to maize growers is likely
to lead to wasteful use; the proper application is often untested, and the
extension service is not fully geared for the task of advising on the recom-
mended use.

Pesticides

4. Pesticides are used only for major cash crops and for veterinary
purposes. The entire supply (valued at Tsh 24.4 million in 1972) has to be
imported; of total imports by value, 57.3% was classified as insecticides,
17.5% as fungicides, 13.0% as weed killers, 6.5% as disinfectants and 5.7%
as other pesticides (see also Table 6.2). The trade channels for pesticides
are similar to those for fertilizers, although with Crop Authorities and STC
playing a more important role. Some of the main uses include DDT-5% for
controlling stalkborers and caterpillars in maize and tobacco; DDT-75Z, DDT/
SEVIN and Endosuphan-4% for control of cotten insects; Aldrin-40% for soil
disinfection in tobacco areas; Dieldrin-18% and Fenitorthion as coffee insecti-
cides and Copper Oxychloride as a coffee leaf rust fungicide. The total volume
of pesticides used in Tanzania has stagnated over the past several years.
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Table 6.2: PESTICIDE IMPORTS, 1970-1972

1970 1971 1972

Fungicide 612 592 566

Insecticide 1,554 729 1,177

Herbicide 281 321 326

Other 26 348 178

Machinery and Equipment

5. Production of agricultural machinery in Tanzania 1 3 largely confined
to traditional tools and equipment. The Tanzanian Agriculture Machinery Test-
ing Uait (TAMTU) in Arusha is engaged in adapting and testing relatively
simple agricultural implements and in aquainting farmers with their use. The
Ubungo Farm Implements Manufacturing Company (UFI) in Dar es Salaam produces
tools and simple machinery for mass distribution throughout Tanzania. A
sizeable share of tools is marketed through private shops. Tractors and other
modern equipment are imported. the number of agricultural tractors imported
increased from 616 in 1968 to 812 in 1970, and declined thereafter to 466 in
1972. It is estimated that there are at present less than 2,000 tractors in
working order in the country (2,230 hectares of cultivated land per tractor).
Other imports in 1972 included machinery and appliances for preparing and
cultivating the soil (Tsh 3.9 million); harvesting, threshing and sorting
machinery (Tsh 2.2 million); milking machines and other dairy farm equipment,
(Tsh 1.0 million); and other unspecified agricultural machinery (Tsh 1.5 mil-
lion). Tractor imports (Tsh 13.5 million), accounted for 61% of all agricul-
tural machinery imports in 1972. The major importer is the Agricultural
Industrial Supply Company, which determines all domestic prices and margins.
While margins average about 10% for all imports, they are approximately 5%
for most agricultural inputs; TPA's margin is generally 12.5%. STC', TFA and
cooperatives distribute machinery to farmers. A major shortcoming in the
distribution system is the lack of servicing facilities, as neither STC nor
TFA make repairs or keep complete lines of spare parts.

Animal Feeds

6. Virtually all commercially produced feeds are supplied by the
National Milling Corporation (NMC). The new feed mixing plant in Dar es
Salai has an annual capacity of about 70,000 tons, but is not now being used
to full capacity; one of the main problems is the limited supply of raw mate-
rial. With the exception of protein concentrates, vitamin and medicated
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ingredients, most raw materials are of domestic origin (i.e., maize, wheat,
bran, cassava and oilseeds). The bulk of NMC's feeds are for poultry produc-
tion, but cattle, pig and a few special purpose feeds are also produced.
Depending on the feed formula, prices range from Tsh 500 - 800 per ton for
poultry feeds, from Tsh 490 - 900 per ton for cattle feeds, and from Tsh 560 -
900 per ton for pig rations. Some of the feeds, particularly in the poultry
group, were in periodic short supply in the fall of 1973, and some of the feeds
marketed lacked some essential ingredients. No testing facilities exist and
NMC has no obligation to declare the contents of its mixtures. It would appear
that local feed prices are low compared with international prices. This dis-
parity might explain the export preference for feed stuffs; this is reflected
in the trade statistics for 1972 when net exports reached 79,500 tons valued
at Tsh 32.3 million. Distribution of feeds in the Dar es Salaam area - where
most of the poultry feed is consumed - is handled by National Distributors
Limited. The cooperative societies market feeds in other parts of the country,
but the volumes handled up to now have been insignificant. STC carries some
lines of feeds, particularly imported feeds. A major problem of commercial
livestock producers is that it is generally impossible to purchase bulk feed
ingredients such as fish meal and oil cakes which would be more economical for
these larger operators to use. Ready mixed feeds tend to be too expensive in
mDre remote areas despite the substantial subsidy element, and the use of
local feeds supplemented with a protein-mineral-vitamin mixture should be
encouraged.

B. Production Credit

7. The history of agricultural credit in Tanzania has been shaped by
the successive changes in Government policies governing the agricultural
sector and by the chronic difficulties in collecting credit repayments from
borrowers (Table 6.3). The first real attempt to introduce a comprehensive
agricultural credit scheme was made in 1949 with the creation of the Landbank
of Tanganyika. Loans advanced from the Landbank were mainly to large-scale
expatriate farmers; in spite of the high security standards adopted, however,
credit recovery became difficult in the early 1960's due to adverse climatic
conditions and political events which drove an increased number of these
farmers away from their farms. Also, the role of the Landbank had increasing-
ly become that of a last resort credit institution, leaving the financing of
the largest and most viable farms and estates to the commercial banks. In
order to improve the agricultural credit system within the framework of the
new official social policy, the Government abolished the Landbank in 1961
and established in its place the Agricultural Credit Agency (ACA), which
was designed for the specific purpose of meeting the credit requirements of
smallholders. No bad debts were transferred to ACA from the Landbank, and
a number of loans were rescheduled. ACA's credit policy was a liberal one,
and a system of local loan committees was instituted. The new Agency did
have a definite impact on the smallholder farming sector, but the absence of



Table 6.3: CCdPARISON OF SELECTED AGRICJLTURAL LENDING INSTITUTIONS AND
LOAN SCHEMES

Date Date Quantitative Principal
Established Discontinued Name Aspects Borrowers Disposition

1949 1961 Land Bank of Tanganyika Tsh 60 million total expatriate Insolvent, operations taken over by ACA l/
loan disbursements farmers Tsh 2.2 million arrears on portfolio

by 31/3/70.

1953 1962 Local Development Loan Tsh 1.2 million individual High defaults, taken over by ACA 1/
Fund capital Africans

1954 mid 1960's African Productivity Tsh 2.0 million Individual Tsh 1,439,000 outstanding as of 30/6/63;
Loans Fund capital Africans of which Tsh 454,000 in arrears.

1962 1965 District Loans of ACA & Tsh 7.9 million capital individual Tsh 3.1 million in arrears 31/3/70
NDCA disbursed Africans

1964 1971 NDCA Shs 68 million total mainly coops; Bad debt provision equal to 40% of port-
assets on final bal- also indivi- folio when reorganised as TRDB. Tsh 33
ance sheet 30/4/71 duals, business million accumulated deficit at discon-

enterprises etc. tinuation 30/4/71.

1968 1970 NIBC Tabora Tobacco Pilot Tsh 2 million dis- individual 607 of total advances overdue as of
Project bursed to more than farmers (3-150 September 1972.

300 borrowers. acres)

Various ongoing Non-IDA 80 NDCA-TRDB Port- Tsh 152.4 million Largely coops; Cumulative default ratio 32% for period
folio Excl. bad debt disbursed 31/3/66 to also individuals 31/3/66 to 31/3/72.
ledger 31/3/72. business enter-

prises, etc.

1966 ongo4ng IDA 80 Project Tsh 52.5 million dis- cooperative Cumulative default ratio 7% for period
bursed 31/3/66 to units 31/3/66 to 31/3/72.
31/3/72.

1/ These loans were eventually included in the NDCA portfolio.
Note: List of abbreviations used: ACA - Agricultural Credit Agency

NDCA - National Development Credit Agency
IDA - International Development Association (World Bank Group Affiliate) x
TRDB - Tanzania Rural Development Bank 0
NBC - National Bank of Commerce

Source: Von Pischke, J.D., Notes on selected aspects of small scale agricultural credit in Tanzania.
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adequate credit administration and supervision, combined with the belief among
farmers that such funds were merely granted by the Government as a post-indepel-
dence gift, made credit recovery virtually impossible. Most borrowers were
untraceable and, since security was non-existent, total bankruptcy of the
newly born institution ensued.

8. Meanwhile, the cooperative movement had become the keystone of the
Government's agricultural policy and it was decided that agricultural credit
would henceforth be extended to the newly created cooperative societies rather
than to individual farmers. In 1964, the ACA gave way to a new credit insti-
tution, the National Development Credit Agency (NDCA), charged with the respon-
sibility of enforcing the new policy. Although some of ACA's bad debts had
been written off, NDCA was plagued at an early stage with a high proportion
of irrevocable loans. On top of that, dependence on the cooperative societies
brought with it the undesirable feature of removing the burden of default from
the ultimate borrower, and recovery from most societies (inefficient and badly
administered as they were) proved much more difficult than anticipated. Final-
ly, ill advised schemes such as the tractor scheme of 1965/66 were forced onto
the NDCA, thus further jeopardizing the Agency's already precarious financial
situation. Once more, the solution adopted by the Government was to liquidate
the accumulated irrecoverable debts by substituting a new credit agency for
the existing one. This was done on May 1, 1971, with the creation of the
Tanzania Rural Development Bank (TRDB).

9. The sources of investment funds for various borrowers and for various
agricultural purposes are described in Table 6.4. We will, however, here con-
centrate on the cooperative and small scale borrowers and thus on TRDB. The
responsibilities of TRDB were defined by the "Tanzania Rural Development Bank
Act" of 1971 as follows: (i) extend long and medium term credit financing for
rural development; (ii) provide technical assistance and advice for the pur-
pose of promoting rural development; (iii) administer, on behalf of the
Government, such special funds as may from time to time be placed at its
disposal; 1/ (iv) finance the purchase of agricultural inputs; (v) undertake
such other activities as may be necessary or advantageous for the purpose of
furthering the foregoing objectives. In order to qualify for TRDB assistance,
a project should be technically, economically and financially viable, have
sound management, and its projected operations should be consistent with the
national economic development priorities. TRDB took over that part of its
predecessor's loan portfolio which was considered viable and most of the
remaining loans were written off.

10. TRDB lending operations are shown in Table 6.5. Seasonal inputs
and crop establishment accounted for Tsh 82.5 million 2/ or 80% of the total

1/ Rural Transport and Village Development Funds have been established but
are not yet in operation.

2/ Of which tobacco 55%, tea 30%, wheat/maize 10%, coffee44% and cotton
due to subsidy scheme only 1%.
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BORROWER AND INVESTMENT PURPOSE I/

Individuals UJE I Coop. Coop. Pare- Agric.
Type of Investment 9M.All- Lsrge Village Soc. 2/ UrfLiojl statal D.D.C. AssociAtion

scple Scele (Refore regi

A. Rural infrastructure

1. Of- f'sErs Internal internal Internal Internal Int./Govt. Int./Govt. Intern-l
processing and _ TI' TRD' T.RD' TIn/TDI L TRDP/TIP TBfl!'
storFge _ NRC NBC NRC N

0
C NRC

2. Transrort Owners Internel Internpl
equipment Suppliers TRDB/Suppl. TRDn/TI1/)tppl.

NnC suhsidia,ry Nnc NDC

3. ,stPIllisFment Go-'t.
of ujarmap
villnges Govt.

'. ,'rr. im.provnmnnts

1. PFrl,ulturpl Owners Internal Internal Govt./Int.
JTijlnenta -cupvl iers THDP TFtDR TIR/Suppl./ vL

NRC NRC NBC NRC

2. Pend tools Coop. Soc. Internal
Coop.Soc. T tDS

3. Construction Coop.Soc. Owners Govt. Govt. Govt./Int.
Coop. Sor. TRDR TIRDR TRDR TI8/TDFL

_ NRC NRC NRC NRC

C. Frrm inputs & livestock

l. GrFde csttle Indiv. Govt. Internpl Internnl
and pigs TRDR TR D TRDg

NBC NRC NRC

2. TSP stumps Internpl Internal Govt. Internal
Coffee seedlings Coop.Soc. - Govt/TRDR
Pyrethrum cuttings Coop.Soc. - NPC

3. S%qd, fertilizers, Owners Internal Intern-l Internal
pesticides, _ _ _ _
dair.- foddsr Coop.soc. NRC TRDR/N1C NRC

. Poultr" Pnd Owner Govt. InternAl Internal
fend I _ _ _

Coop.Soc. T11DR/N41C TRnlT/NRC TRDB/NnC

1/ Pi-st entryt: 'qu'ty
Second nntnt: Long nnd medium term credit
Third entbr;: Sho"t term credit

/ Inri. registered u,lry' villrgei.

Soure: Von Pischke, T.D. Notes on selscted rspects ot er.rll scaTh Pgr.
credit in Tpnzpn,-.
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A. BY TYPE
1971/72 1972/73

Amount Amount

No. of Loans (T8h m11.) 7 No. of Loans (T8h mil1.) %

Seasonal inputs 56 21.0 59 67 58.0 56
Crop establishment 3 0.9 3 5 24.5 24
Farm machinery 13 1.0 3 6 2.0 2
Transport 12 6.6 18 7 8.6 8
Storage 1 5.3 15 2 1.9 2
Commercial 5 0.5 1 6 0.9 1
Livestock 1 0.5 1 8 6.8 7

Total 91 35.8 100 101 102.7 100

B. BY BORROWER

Cooperative Unions 17 12.2 34 26 28.4 28
Cooperative societies 9 11.3 32 8 30.1 29
Ujamaa villages (reg.) ) 29 4.9 14 30 20.2 20

it " (unreg.) ) 24 0.2 0
Dist. Dev. Corp. 5 1.6 4 6 5.3 5
Companies 1 2.3 6 4 5.5 5
Associations 2 0.8 2 2 12.9 12
Individuals 28 2.7 8 1 0.0 0

Total 91 35.8 100 101 102.7 100

Source: TRDB
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lending in 1972-73 with the cooperatives as the main borrowers. Ujamaa
villages are rapidly emerging as a main credit outlet. The volume of lending
almost tripled between 1971/72 and 1972/73. The arrears on the total. port-
folio amounted to 26% in December 1972; 87% of these arrears were however in-
herited from the NDCA. Through collection, write off and rescheduling the
arrears were reduced to 9% during the spring of 1973. Besides a number of
World Bank Group supported projects which use TRDB as a lending channel, aid
from Denmark, Finland, West Germany, Sweden and USA had been agreed or was
being negotiated.

11. Successful repayment has only been achieved when a strict agreement
with a marketing organization has been established (as was done in the case
of tobacco). The National Bank of Commerce (NBC) finances crop marketing
on the basis of a security interest in the delivered produce. Since NBC
advances cover the whole value of the crop there is no possibility for TRDB
to share in this security. The marketing-credit combination is less viable
when the crop can be consummed locally or when other legal or illegal outlets
exist. The administration of credit repayments by cooperatives and ujamaas
is deficient in many respects, and TRDB's options of refusing to lend and to
recover loans are - in spite of declarations to the contrary - seriously
restricted by political pressure. Under these circumstances, considering
the scale of the desired development effort and the manpower availabie,
seasonal credit seems inappropriate (as has also been amply demonstrated in
the past). The alternative is an input subsidy scheme along the lines of
the Cotton Authority experiment. Various ways of recovering the cost may be
visualized. TRDB should thus concentrate on medium and long term lending,
and in any case, farm mechanization and cooperative transport projects should
be appraised much more closely than has been the practice in the past.
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TANZANIZA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Ujamaa - A Tanzanian Approach to Rural Transformation

A. Background

1. Ujamaa 1/ - the Tanzanian vehicle for rural transformation - can be
fully appreciated only with reference to the rural development strategy of
the 1960's which preceded it. Influenced partly by the recommendations of the
World Bank Mission that visited Tanzania in 1959 and partly by political im-
peratives, Government initiated a two-pronged strategy for rural development
as part of the First Five Year Plan: the "improvement approach" and the
"transformation approach." The improvement approach provided for the con-
tinuation of the conventional and pre-independence extension approach and
attempted to bring about increased production without changing the traditional
social and legal structure. The transformation approach aimed at bringing
about rapid production increases by means of a Government-created institu-
tional and legal system. This approach entailed the removal of selected
farmers from their traditional setting and placing them in nuclear village
settlement schemes. Government's intention was to provide the necessary
infrastructure (roads, water, schools, clinics and modern inputs), and then
by means of close supervision to ensure the production of priority crops.
The program also envisaged the eventual conversion of the settlement schemes
into cooperative societies. Priority was given to the transformation approach,
as the improvement approach was thought to be too slow and unlikely to ensure
rapid increases in production. In terms of the extension, infrastructure,
provision of inputs and marketing services required, the approach was
also considered to be too costly as the farmers lived in scattered homesteads.
Finally, the results of this approach could not be easily predicted, and the
program could not be easily monitored, since it relied on a very large number
of small farmers. Lastly, from the psychological and political point of view
the improvement approach was not dramatic enough.

2. The village settlement scheme was launched in 1963. Under the
guidance of the Village Settlement Commission and the Village Settlement
Agency (the executive arm of the Commission), seventy-four villages were to
be established between 1964 and 1969. Each village was to have 250 families
and would cost about Tsh 3 million; it was expected that each farmer would
eventually have a cash income of Tsh 3,000 per year. By the end of 1965 only
9 pilot projects had been established, and of these only one had reached the
stage of forming a self-governing cooperative society, the remaining villages

t/ A Swahili word which is translated, literally, as "familihood."



ANNEX 7
Page 2

still being managed and financed by the Government. 1/ The village settlement
scheme failed as an instrument of rural development partly because it was
overcapitalized in relation to its capacity to generate economic benefits
and partly because of the dependency ethic it fostered among the settlers.
No systematic criteria were used in the selection of settlers and management
of the program was strict and often unimaginative. Consequently; the settlers
had little or no identification with the scheme.

3. In 1966 the Government decided to abandon the transformation approach
as a development strategy. No new village settlements were to be started and
those that were already established were to be converted into ujamaa villages.
In January 1967, the Tanganyika African National Union (TANU), issued the
Arusha Declaration which committed the Party and the Government to the creation
of a socialist state. In September of the same year President Nyerere issued
his "Socialism and Rural Development" in which he stated:

"the objective of socialism in Tanzania (is) to build a society
in which all members have equal rights and equal opportunities,
in which all can live at peace with their neighbors without
suffering or imposing injustice, being exploited or exploiting,
and in which all have a gradually increasing basic level of
material welfare before any individual lives in luxury."

Given the fact that 90-95% of the population lives in rural areas, a program
of socialist development had per force to start with the "socialization" of
land. If the rural sector were not re-structured along socialist lines, the
commitment to build a socialist state was considered to be only meaningless
rhetoric even if the industrial and commercial sectors were nationalized.
It was also necessary to draw from Tanzania's traditional past a concept with

1/ "A Brief Outline of Tanzania's Attempts at Introducing Agricultural
Improvement through Cooperative Development", Anthony 0. Ellman
(undated) p.4.
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which the nation could indentify and around which it could unite. 1/ Ujamaa
is belteved to be this concept, and is the means by which the socialist strategy
will be implemented.

B. Ujamaa Village Program

t.. The ujamaa village program is the Tanzanian vehicle for rural develop-
ment whereby a nation of cooperative farm units (as opposed to a nation of
individual peasant holdings) is to be created. 2/ This program involves much
more than simply the establishment of a system of nuclear villages./ It refers
to a total integrated strategy encompassing (from the point of view of farmers)
a frame for political participation and for the establishment of a particular
mode of production and marketing. From the point of view of the Party and
the Government, the ujamaa program is designed not only to facilitate the
rural development process, but also to keep in check forces that would give
rise to class formation and uneven distributions of income. In addition,
the ujamaa village program is to be the mechanism whereby political unity
is consolidated and the need for national defense fulfilled.

1/ In the introduction to Socialism and Rural Development, President
Nyerere states:

"The traditional African family lived according to the basic principles
of ujamaa. Its members did this unconsciously, and without any
conception of what they were doing in political terms. They lived
together and worked together because that was how they understood
life, and how they reinforced each other against the difficulties
they had to contend with - the uncertainties of weather and sickness,
the depredations of wild animals (and sometimes human enewes)D and
the cycle of life and death. The results of their joint effort were
divided unequally between them, but according to well-understood
customs. And the division was always on the basis of the fact that
every member of the family had to have enough to eat, some simple.:
covering, and a place to sleep, before any of them (even the head
of the family) had anything extra. The family members thought of
themselves as one, and all their language and behaviour emphasized]
their unity. The basic goods of life were "our food," "our land",
and "our cattle." And identity was established in termis of relation-
ships; mother and father of so-and-so; daughter of so-and-so; wi'fe
of such and such a person. They lived together and they worked
together; and the result of their joint labour was the property
of the family as a whole."

2/ The policy of cooperative farming (i.e. Collectivazation) is reported to
have been changed in favor of individual plots arranged In a block pattern
in December 1973.
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5. Each ujamaa village is run by democratically elected farmer-leaders
who organize its activities and formulate plans for its future. Ideally,
each village is to be treated as an individual political, social and economic
unit, and the whole spectrum of Government programs and services are to be
administrated on the basis of ujamaa units or groups of ujamaa units. In-
dividual ujamaa village plans are to be horizontally integrated into district
and regional programs, and then vertically integrated in sectoral programs
to enable national planning. Vertical integration is to be achieved through
a channal connecting the village, ward, district and regional committees with
the Ministry of Economic Affairs and Development Planning via the Rural De-
velopment Division in the Prime Minister's Office (See Annex 9 and Chart 8525).

6. The ujamaa village is expected to emerge as a cooperative entity
through a three stage evolution. The first stage involves settlement and
clearing of land with grant assistance from Government. In the second stage
a workable constitution and some communal activities are put into operation.
At this point the village can be tentatively registered as a cooperative
society and credit obtained from TRDB. In order to enter the third stage
the village must be able to prove its economic viability and that a substan-
tial part of village activities are communally operated. The village is then
registered as a multipurpose cooperative society. The interpretation of and
adherence to this evolutionary process varies widely between regions and the
standards required have generally been reduced. Since all ujamaa villages
will in any case eventually become cooperative societies, their relationship
with the cooperative movement should be examined. The rapid expansion of the
cooperative movement has been encouraged in order to provide a nationwide
marketing outlet for agricultural produce; basically, however, the movement
is designed to serve individual producers. Government is presently in firm
control of the movement, and interferes in all aspects of its activities.
This has had disastrous effects on cooperative performance, and a choice now
must be made whether to extend the public marketing effort to direct buying
from the producers, or where feasible, to grant the movement more independence.
The village society is too small to constitute a viable marketing unit, and
should be associated with but not replace existing primary societies. If more
independence is granted to the cooperative movement the village should have
two communication channels: to the Party and the local administration for
questions relating to political, social and economic development on the one
hand; and to the cooperative movement for questions relating to marketing per-
formance and supply of inputs and credit on the other.

7. An ujamaa village may be formed in a previously uncultivated area,
although this then necessitates some resettlement. In such cases, Government
is generally responsible for selecting the site, providing food, water,
construction material, and transportation for settlers and their belonging.
Areas are selected by Government (usually on the basis of poverty) for what
are called "operations." To date there have been three major operations -
Operation Pwani (Coast), Operation Dodoma and Operation Kigoma - and two
more are planned. Alternatively, an already existing village may decide or
be persuaded to become an ujamaa village. This usually does not entail ex-
tensive movement of people, although some resettlement may be necessary. In
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these cases, land under private cultivation would gradually be changed to
communal cultivation. In both cases farmers would start to be treated as
members of the ujamaa unit and not as individual peasants. The villagers
then create their own organizations and establish various committees - the
most important of which are the Central or Executive Committee, and the
Works, Agricultural, Finance and the Security/Conciliatory Committees. Village
plans are prepared by the committees with the assistance of district personnel;
they are then forwarded to the District Planning and Development Committee and
then to the District Development Council and the Regional Development Committee
where they are integrated to formulate the Regional Development Plan (Chart
8525).

8. Despite the unfortunate and surprising lack of a good deal of vital
data on ujamaa villages, some general observations can be made on the role of
ujamaa in the transformation of rural society. The most striking factor is
the rate at which ujamaa villages have been established in the recent past.
There seems to be no general agreement as to how' many ujamaa villages were
actually in existence prior to 1967. One estimate for 1967 gives 48 ujamaa
villages with a total population of 5,000; for 1968 estimates range between
180 and 350 ujamaa villages. Following the call to the nation to "go ujamaa"
in 1968 by President Nyetere, the country witnessed a proliferation of ujamaa
villages. The number increased from about 800 villages in 1969 to 1,956 by
1970; by 1971 and 1972, 4,484 and 5,556 ujamaa villages, respectively, are
reported to have been in existence. In terms of membership (wajamaa), the
number increased from about 53,000 in 1970 to about 1,981,000 in 1972. 'Member-
ship as a percentage of the rural population rose from 4.3% in 1970 to 15.3%
in 1972. The rate of growth of membership has been much faster than that of
ujamaa villages, indicating that the new villages are increasingly larger.
The average size of a ujamaa village in 1970 was 272 people, and as of March
1973, the national average stood at 371 per ujamaa village. This national
average tends to hide the average size of the new villages: in 1971, the
average size of new ujamaa villages was 402; in 1972, 407; and as of March
1973, 657. The average new villages that came into existence in 1973 were
thus nearly two and one half times larger than those that were in existence
in 1972. This factor of size obviously has some serious implications on the
efficiency and degree of cohesion of ujamaa villages.

9. Ujamaa villages have tended to be concentrated in certain regions -

usually the poorest regions. As of March 1973, about one-third of the total
of 5,631 ujamaa villages were located in two of the 18 regions; four regions
accounted for over 55% of the total number of ujamaa villages. In terms of
membership, 2 regions alone contained 40% of the total reported "wajamma."
Over 60% of the ujamaa villages (nearly 70% of the entire national ujamaa
population) were locsted in five regions which together contributed less
than 25% of the 1967 GDP. Conversely, the most affluent six regions con-
tributing over 55% of the GDP in 1967 accounted for less than 10% of the
ujamaa population and for about 15% of the ujamaa villages. The total private
and collective cultivation per village member appears to be smaller than aver-
age plots in remaining private farming sector. Collective cultivation totals
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less than 12 of total cultivated area. One reason for this is that collective
cultivation offers few advantages with hand or ox cultivation. Tractorization,
on the other hand, is generally unsuccessful since it requires an agronomic,
mechanical and economic awareness which the peasants rarely possess at this
stage. The gradual transformation of private cultivation to collective cul-
tivation of the same crop often fails, as the farmers give priority to the
private fields and neglect the collective field; this in turn leads to a
negative demonstration effect. The result has been some disruptions of
production and very slow progress (as, for example, in the IDA supported
tobacco project).

C. Lessons of Experience

10. Partly because of the complex set of objectives of ujamaa, partly
because of the fact that the ujamaa strategy for rural development is a recent
phenomenon, and partly because of the absence of data, it is extremely difficult
to assess the extent to which the ujamaa-based development strategy is succeed-
ing in fulfilling the stated objectives of the Tanzanian Government. The
observations made and the conclusions reached should therefore be regarded as
a tentative and subjective analysis of its potential strengths and weaknesses.

11. Although somewhat cumbersome, the participatory planning process -
from the 10 family cell unit to the village (ward), district, region and the
central administration - seems to be of great potential value, and from this
point of view the formation of ujamaa villages should be rapidly expanded.
In densely populated areas this need not necessarily imply physical resettle-
ment. In order to preserve cohesion and facilitate decision making, the
village units should not exceed 100 families. The declared policy of Government
is to foster an attitude of self-help as part of its rural development program.
At present - in spite of all declarations to the contrary - there is a tendency
to use Government resources to entice people to form ujamaa villages. If the
formation of villages were to be handled more as an administrative reform,
Government services and investment could perhaps be reserved for support of
genuine self-help efforts.

12. TANU's role in the development of Tanzania is not confined to policy
formulation and/or approval. It is also expected to participate in and over-
see the implementation of these policies from the highest administrative levels
on down to the ujamaa village level. In line with the post-decentralization
planning process, all plans starting from the ujamaa village have to be ap-
proved by the appropriate TANU organization - TANU District Executive Committee
for all plans within a district; TANU Regional Executive Committee foi all the
regional plans; and the TANU National Executive Committee for national plans.
The immense power wielded by TANU may be very detrimental to the development
process, partly because it does not have sufficient technically qualified
people to appreciate the complex mechanics of development and partly because
of the danger of socialist rhetoric substituting for the imperatives of gen-
erating economic benefits within the ujamaa frame.
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13. Collective farming does not appear to offer any particular produc-
tion advantages, and its main raison d'etre must therefore be a more even
income distribution. The gradual transformation of existing production into
a collective system is not likely to succeed (and as commented earlier has
since been abanddoned as a policy objective). The establishment of new col-
lective ventures such as vegetables, dairying and poultry (frequently not
engaged in by individuals) appears to be more promising, and these could be
first initiated as training and demonstration programs. Since individual
managerial ability is one of the main factors determining existing income
differences, it is of great importance to devise a system whereby the better
farmers are able to lift their neighbors to their own level, rather than
having the standard of performance set by the least able participant.

14. In order to ensure that farmers appreciate the benefits of ujamaa,
Government has devoted a considerable proportion of its development resources
to the provision of social services. Without a corresponding increase in
production, the Government's resource base will be too narrow to continue
to provide these services if the expansion of ujamaa villages continues at
the present rate. In addition to emphasizing production-based programs,
Government's declared policy of maximizing self-help must be translated into
concrete plans of action. There is no reason, for example, why the allocation
of the Regional Development Fund (RDF) among ujamaa villages cannot be made
on the basis of the magnitude of the self-help schemes undertaken by villages.
Activities such as maintenance of roads, building of houses for agricultural
field assistants, and building of dispensaries and schools, etc., could be
made conditions of eligibility for the allocation of the RDF. The magnitude
of assistance provided to ujamaa villages, especially in the "operation areas,"
is so massive that it seems to have the potential to erode one of the funda-
mental principles on which ujamaa is based - that of developing an attitude
of self-reliance among the people.

15. Three contending although not necessarily conflicting pressures
have influenced ujamaa development - the need for directly productive invest-
ment, the demand for social services and the necessity for ideological con-
sistency. Tanzania's goal is to create a situation where investments in
ujamaa villages produce surpluses from which an improved standard of living
can be financed. The speed at which ujamaa villages can be converted into
surplus-generating units will be determined by the relative weights attached
to production-based programs as opposed to programs for the provision of social
services. (Any such decisions must be evaluated as to their relatibnship to
TANU's ideological framework.) The relatively low level of priorit given to
production programs designed to expand the country's resource base Is one of
the major weaknesses of the ujamaa strategy. The provision of foodi, water,
schools, dispensaries (or the promise of them) has served as an inclentive to
persuade people to move into or to form ujamaa villages. 'In the "operation-
areas," families have been physically uprooted and moved to new arelas. In
such cases, it is obvious that the Government must provide facilitiIes to sus-
tain life. The necessities must be provided even before any productive activity
can be begun by the new villages, since the vast majority no longer, have any
traditional livelihood on which to fall back. Until these new ujamaa villages
become economically viable, other areas will have to take up the slack. What
are these other areas? The industrial sector of Tanzania is exceedingly small,



ANNEX 7
Page 8

contributing less than 10% of GDP. The expansion of state farms was a goal
of the Second Five Year Plan (1964-1969) but such an expansion was never
viewed - especially by President Nyerere - as an instrument of rural develop-
ment in terms of production or employment. The private agricultural sector
is contracting, and will do so at an increasing rate as the number of ujamaa
villages continues to expand; its contribution to the economy will decline
correspondingly. It is thus clear that ujamaa villages must not only become
self-sufficient, but must also generate surpluses in order to help support
the expanding ujamaa program. What is most needed at this time are some
concrete examples of the economic prosperity which can be achieved through
ujamaa, as only in this way can farmers be convinced that active participation
in the program is in their own self-interest.

16. The absence of systematic data collection machinery and of a
mechanism for evaluation has limited Government's ability to provide guidance
to ujamaa villages. Even given the greatly increased experience with ujamaa
villages since 1969, Government and the Party do not seem to be in a better
position than in 1962 when "Ujamaa, the Basis of African Socialism" appeared
to work out strategies for ujamaa formation suited to the specific problems
of the various regions, their resource endowment and to the attitudes of
farmers. Government is not any better equipped to provide guidance on the
appropriate mix between social overhead and directly productive investment;
to advise on village organization and work-systems or on the tempo of expansion
of collective cultivation within ujamaa villages; or to determine an optimum
range of sizes for different agricultural operations (the proportion of cash
vis-a-vis food crops etc.). The inability of Government to provide such
guidance is accounted for only partly by the shortage of trained staff; it
is also the result of both the absence of a national framework for the various
studies and investigations which need to be made and the absence of any evalua-
tion mechanism.

17. Ujamaa villages have no legal status until they have reached Stage
III and are registered as multi-purpose cooperative societies. This has
resulted in some confusion when ujamaa villages decide to incorporate indi-
vidually claimed land into the village communal land. The problem arises for
ujamaa villages in Stages I and II, because they have no juridical existence.
The problem still remains for ujamaa village in Stage III, because the legal
system has not been adjusted to accommodate the advent of ujamaa. The ad-
judication of disputes involving both ujamaa and individual claims to the
same land in accordance with existing laws would conflict with the implications
of the Arusha Declaration - "a course of conduct which is not be tolerated
in a one-party state when every leader including the judges and magistrates
are signatories to the documents of compliance with the Declaration ... Some
litigants are (thus) left with rights but denied remedies to enforce them." 1/
The Chief Justice of Tanzania is reported to have declared; "Since Tanzania

1/ R.W. James, "Implementing the Arusha Declaration - The Role of the Legal
System", Economic Research Bureau Paper 73/1.
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believed in ujamaa, the interest of many people in the land cases should over-
ride those of some few individuals. The judiciary could not be used as a
tool to oppose ujamaa ... As citizens and members, the courts are duty bound
to further uJamaa." 1/ The Government is aware of the anomaly in the pursuit
of ujamaa and the upholding of the existing rule of law. President Nyerere
has publicly stated the need to amend the existing laws governing ujamaa, but
until the law is amended the question of land rights and the status of ujamaa
villages is likely to lead to increased tension and the current air of unease
is likely to continue to prevail.

1/ "Put Ujamaa First", Daily News, Thursday, September 26, 1972.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Roads and Road Transport

A. Roads

Review

1. In 1972, Tanzania had a total net of 33,722 km of classified roads.
Of these, only 2,625 km or just over 6% were bituminized, 4,909 km or 11.5%
were gravel, and the remainder were earth roads. Roads are classified
according to their functional role (not their design standard) into:

km

Trunk roads 6,008

Territorial main roads 1,155

Local main roads 9,242

Regional roads 17,317

33,722

The regional roads are at present earth roads exclusively; they are maintained
by the Ministry of Communication and Labor (COMWORKS) - as are the major roads.
Most of these earth roads become impassable during the rainy season. Regional
roads are not so much farm-to-market as crop collection center-to-market roads;
they are serviceable, in a fashion, for the dry period which in most areas coin-
cides with the post-harvest time when crops are moved. (An important exception
to this are roads, in the cashewnut producing areas). Local main roads connect
the District centers and are of a somewhat higher standard. Well over half of
them (5,167 km) are only earth roads, but 40% have been improved to gravel
standard and a few short stretches (mainly in Mbeya, Kilimanjaro and|Coast
region) are bitumen roads. The trunk and territorial main roads provide the
basic inter-regional network. Map 2802R2 shows the presently existing long-
distance trunk road connections across the country. They basically consist
of a northern and southern branch, with a few connecting north-southllinks in
the center. Of the 7,163 km, about one third are bitumen roads and 16% are
gravel, but half of the trunk road system still consists of earth roalds only.
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2. A detailed breakdown of the comparative regional road development
both by type and class of road is given in Tables 13 and 14 of the Statistical
Annex. These show that between 1967 and 1972, the total road network shows no
growth in Kilometrage, but considerable upgrading in road quality: in 1967,
bitumen, gravel and improved earth roads made up 4.3%, 3Z and 41% of the net;
by 1972, these percentages had increased to 7.8%, 14.5% and 54% respectively.
Average road density in the country is 3.8 Km/100 km2 and 2.4 km/1000 population-
relatively low figures even for East Africa. The regional variation in road
network density is shown in Table 20 of the Main Report. Although there is no
significant difference between high and low GDP regions, the people in the more
densely populated areas are relatively better served.

3. Central Government (COMWORKS) expenditures on roads over the five-
year period 1967-1972 account for one-fifth of total Government capital expen-
diture (Table 8.1). Recurrent expenditure on maintenance of -:oads and bridges -

averaging 4% of total recurrent expenditures - declined sharply from 5% in
1967/68 to only 2% in 1971/72. This fall in road maintenance expenditure is
due more to a lack of implementation capacity than to a lack of funds; appro-
priations are consistently higher than actual expenditure. The Central
Government expenditure on roads were estimated at Tsh 45.7 million in the
recurrent and Tsh 124.9 million in the 1973/74 development budget. To this
should be added regional expenditures (Table 50, Statistical Annex) of
Tsh 44.6 million and Tsh 25.4 million respectively.

Table 8.1: ROAD EXPENDITURE, 1967-1972
(Tsh million)

Capital Expenditure Recurrent Expenditure
(1) (2) (3) (4) (5) (6)

Total Roads 2 as % of 1 Total Roads 5 as % of 4

1967/68 344.1 62.6 18 1,108.1 53.1 5

1968/69 460.5 178.0 37 1,272.6 67.4 5

1969/70 610.5 144.9 24 1,609.6 59.8 4

1970/71 830.0 154.7 19 1,717.6 62.0 4

1971/72 870.3 127.8 15 1,880.6 38.1 2

Total: 3,115.4 668.0 21 7,588.5 280.4 4

Source: Appropriation Accounts, Revenue Statements, Accounts of the Funds
and Other Public Accounts for the Years 1967/68 - 1973/74 together
with the report thereon by the Controller and Auditor General, Dar
es Salaam.
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4. When Governmental functions were decentralized in 1972, COMWORKS
regional engineers were assigned to the various Regional Levelopment Authori-
ties. This change has had little impact, however, because the regions are
still dependent on COMWORKS for equipment supply and maintenance; road con-
struction and maintenance responsibilities thus continue to be directed in
the main by the central Government agencies. All primary road construction -
which is financed to a large extent by international aid and usually carried
out by contract - remains the exclusive responsibility of COMWORKS. The Bank
Group has assisted Tanzania in its road program since 1964, with the Tanzam
Higlhway being the major item of investment (shared with USAID and Sweden).
Currently the Bank Group is financing the Mtwara-Masasi road in southern
Tanzania, and a maintenance and training project has been signed. Other
primary road elements have been studied and/or designed with Canadian (CIDA)
and Norwegian (NORAD) assistance. The Japanese Government has recently been
discussing the possibility of assisting in the financing of construction of
the coastal route south from Dar es Salaam to Mtwara, the major port in the
South. Sweden is proposing to finance the study and design of the main route
in the South and West of the country (Masasi-Songea-Mbamba Bay and Songea-
Njombe-Makumbako). Government is also seeking assistance for a study of the
Great West Road leading north from the Tanzam Highway through the Kigoma region
to the Bukoba area. Major emphasis thus continues to be placed on trunk road
planning and construction, although Government is increasingly stressing the
importance of the minor feeder road network. Thus far the planning of these
low level roads has been the responsibility of the COMWORKS Planning Division,
but with decentralization the regional authorities should play an increasingly
important role.

5. Construction of the lower standard roads is going ahead on a very
limited basis. In 1969 a study by the United Research Corporation (URC)
defined the requirements and recommended priorities for construction in six
regions. As a result of this and other studies, the so-called Betterment
Unit Program (assisted by the Bank Group and NORAD), has been developed. A
"Betterment Unit" consists of selected sets of construction equipment (bull-
dozers, dumptrucks, loaders, miscellaneous hand and power tools). It is
manned by Tanzanians, with expatriate consultant personnel (about five per
unit) responsible for the supervision and training of unit personnel. Each
unit represents an equipment investment of about US$400,000. NORAD units
(two) are staffed with Norwegian technical assistance personnel engaged by
NORAD. Units are being initially located in the following six districts:
Geita, Mara, Bukoba, Lupembe (all assisted by Bank Group financing) and at
Rungwe and Lushoto (with NORAD assistance). While funds for the six units
have been available for more than two years, their establishment proceeded
extremely slowly and only 15 km of road in the Rungwe area have been rehabil-
itated to date. It is therefore still too early to assess whether the units
will be able to achieve their targets of 70 km per year of new road construction
or the equivalent in betterment or reconstruction of existing roads. It is
hoped that the units will provide a training facility for the development of
Tanzanian road construction supervisors, equipment operators, and equipment
maintenance mechanics. If the concept is successful, additional Betterment
Units could be established by spinning off cadres from the original units and
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proviJirig them with additional sets of equipment, so that eventually a better-
ment unit would be available in each region. This is obviously a long term
program aimed at developing a rather high standard of feeder road. The six
units now in the program are expected to be engaged on their initial assign-
ments for at least the next two to three years before becoming available for
use elsewhere and, probably, before being able to release cadres for new unit
development.

6. Meanwhile COMWORKS has initiated a series of regional studies to
establish requirements for feeder and other roads in those regions not covered
by the URC report. With Bank Group assistance, two consulting firms have been
selected to carry out studies of agricultural potential and related feeder
road requirements in the Kilombero Valley and in the Kilimanjaro regions.
Similar studies are being carried out in the Tabora region (SIDA) and in the
Mtwara-Lindi area (NORAD). In addition, Bank Group assisted agricultural
projects such as the Geita Cotton Project in Mwanza, the Cashewnut Project in
Mtwara, and the regional rural development project in Kigoma also identify the
road inputs necessary for the achievement of the projected increased agri-
cultural production. To minimize delay between identification and implement-
ation of the projects (in the Betterment Unit regions this delay was from four
to six years), close cooperation between agricultural and COMWORKS planning
units should be maintained for all of these projects to ensure that the
implications of the various programs for the required investment in equipment,
training and manpower can be realistically assessed.

7. A serious problem at all levels of the road network is the almost
total lack of maintenance; poor organization and inadequate equipment threaten
a serious deterioration in one of Tanzania's essential assets. Under USAID
auspices, a country-wide maintenance study was conducted in 1971-72. At the
time of the study COMWORKS had theoretical responsibility for the maintenance
of about 33,500 km roads throughout the country. The study reviewed maintenance
requirements for the most important 16,404 km of roads of all standards. Sub-
sequent to the completion of the study Government responsibilities were de-
centralized and the organizational recommendations of the maintenance study
had to be reconsidered. A revised program, covering 7,163 km of trunk and
territorial main roads has been appraised and approved by IDA. A first phase of
this project would cover 3,300 km in 10 of the 20 regions. Responsibility for
regional roads, which is theoretically charged to the regional and district
engineers is likely to continue in its present unsatisfactory way due to lack
of staff and equipment, compounded by limited budgets.

8. In summary, Tanzania's road requirements over the next decade(s) will
be substantial. Development (both new construction and upgrading) of the trunk
road network will continue for a considerable period. At the same time the
shift in emphasis to the lower standard roads will no doubt be strengthened as
decentralization becomes effective and regional planning authorities come to
grips with the requirements for development programs to benefit the small
farmers. In view of the extremely limited resources - particularly those of
skilled manpower required for road construction and maintenance - the pace of
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agricultural development will be closely linked to the country 's ability to
provide roads to service the agriculture sector. Only the closest coordination
of planning and execution at all levels - central Government (policy); regional
authorities (planning) and Districts, villages and farmers (execution), will
ensure that roads are provided first where they are most vitally needed to
move increased agricultural production from field to market.

Strategy Issues

9. The planning of major roads must clearly remain the responsibility
of the central planning unit in COMWORKS. The planning of regional and dis-
trict roads should, however, be closely integrated in the land use planning
effort. A close integration of the planning of roads, soil conservation and
other infrastructure should be attempted. In view of staff shortages consul-
tants may be employed for this purpose. The planning should emphasize priori-
ties in construction, improvement and maintenance.

10. Improvement of local roads should follow the expansion of the agri-
cultural support program (Main Report; para 8.09.) The aim should be to estab-
lish permanent Betterment Units once a District is included in the program.
Farm to buying center roads as well as simple soil conservation structures
should be constructed and maintained by local self-help schemes organized and
assisted by the Betterment Unit. District roads (buying center to regional
stores) and more complex soil conservation work as well as the opening up of
new areas should be the direct responsibility of the unit (both construction
and maintenance). The Betterment Unit would thus replace and expand the capa-
city of COMWORKS within the Districts. The scarcity of engineering staff means
that technical assistance will be required to help staff the new Betterment
Units; the assistance would include management, procurement and training func-
tions (on the job training of operational staff).

11. The most important project concerning the trunk road network is
clearly the direct road link between Mwanza and Arusha. This would provide
the rich cotton producing area around Lake Victoria with a direct outlet to
Tanga and Mombasa and a far better connection with Dar es Salaam than the
present one via Dodoma. It also would serve to equalize road service to the
population crowded in the northern development corridor (73X of cultivable
land in Mwanza region is presently cultivated - the highest ratio in the country).
The much discussed connection between Dar-es-Salaam and Mtwara in the South will
probably be undertaken only after planned construction of a dam for the Rufiji
river will obviate the need for expensive road structures in its flood plain.
The link would serve to integrate into the economy the three most southerly
regions where agricultural potential is considerable, and which have lagged
behind in development mainly due to their isolation from the rest of the coun-
try. It would provide more equal access to markets for those already living
in the South as well as opening up areas with good agricultural potential for
those wanting to resettle and seek new opportunities (in Ruvuma region, 7% of
cultivable land is presently cultivated - the lowest ratio in the country).
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B. Road Transport

Review

12. Data on the number of commercial vehicles are not available after
1965. The number of public carrier licences for goods transport was however
estimated to be slightly more than 3,000 in 1970, while private carrier
licences for the license holder's own business was estimated at 9,000. 1/
While no detailed information of a later date is available, average vehicle
capacity for the public carrier fleet is now thought to be close to 7 tons.

13. Table 15 of the Main Report provides an estimate of marketed volume
of agricultural produce by region and month in 1972. The total volume is
about 15% higher than in 1967. Fourty-seven percent of marketed volume
originates in four provinces - Tanga, Arusha, Mwanza and Kilimanjaro. The
peak transport demand occurs in August and September. The vo±ume handled
in any of these months is six times the average monthly volume in the period
March - June. The distribution of agricultural inputs further aggravates
the strain on existing transport facilities during August and September.

14. The road transport industry in Tanzania is characterized by the
existence of a few big transport operators and a large number of small firms.
Of the latter, those operating one to four vehicles account for 96% of all
licensed operators and for 68% of the vehicle fleet. 2/ There were only 14
operators owning 10 vehicles or more in 1967, and 17 in 1973 - less than one
percent of all operators; these, however, accounted for about 20% of the total
vehicle fleet and close to a quarter of total ton capacity, as their average
truck size is considerably above the national average. Table 8.2 gives de-
tails about the development of the largest transport firms between 1967 and
1973. It reflects some of the ongoing restructuring of the road haulage
industry, with public sector carriers growing considerably in importance
compared to private firms. Average ton capacity of the lorries owned by these
firms increased from 7 tons to 8.7 tons.

15. These major carriers almost monopolize long distance inter-regional
transport as a consequence of the deliberate reservation of these routes for
them by the TLA. 3/ The smaller operators, by contrast, have been mainly en-
gaged in local transport, providing services (mostly under special contract

1/ Hlofmeier R., "Transport and Economic Development in Tanzania."

2/ COMWORKS Planning Unit: Report on the Regional Transport Shorta9 es
and a Proposal to Expand the National Road Haulage Company, September,
1972.

3/ Transport Licensing Authority.
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TABLE 8.2: MAJOR PUBLIC CARRIERS, 1967 AND 1973

1967 1973
Tonnage Tonnage

Name of Company No. Lorries Capacity No. Lorries Capacity

Teeteeiko (1964) Ltd. Lindi 97 649 138 1,138

E.A.R.&H. Road Services - Iringa 89 670 50 434

Dar es Salaam & Distr. Tr. Co. 40 266 50 373

Southern Highland Roadways - Mbeya1/ 39 351 17 166

Northern Province Roadways - Arusha 34 264 21 213

Yashbai Patel & Co. DSM
(now Umaja Transport Society) 27 157 49 303

Tanganyika Clearing & Fwdg. House DSM 25 170 41 277

Tanzania Transport Co., Mtwara 25 186 23 179

Arusha Transport Agency 21 144 17 130

Coretoo DSM 18 108 36 400

Hasham Sueleman 17 121 26 232

Ulanga Cotton & Rice DSK 15 85 11 68

Haideri Roadways 12 81 10 96

Express Transport Co. 10 50 14 121

N.R.H.C. (Internal Long Distance)2/ -- -- 12 305

Modern Transport -- -- 13 145

United Motor Transport -- -- 14 142

Coastal Transport (E.A.) -- -- 25 264

Totalss 469 3,302 567 4,986

1/ Southern Highlands Roadways is in receivership to the Bank of Tanzania. Its
future is doubtful as it is not operating.

2/ N.R.H.C. figures include only trucks used on long distance within Tanzania.
National road haulage also operates a hire pool fleet of -15 seven ton Isuzu trucks
and will soon have 100 Benz 9 tonners for transporting cotton, cashew and other
farm crops. In addition N.R.H.C. plans purchase of 56 Scania trucks & 40 trailers
to haul Zambia copper.

J/ Modern transport has been confiscated by Government and its trucks turned over to
N.R.H.C.

Sources COMWORKS Planning Unit
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for one harvesting season) to marketing boards, etc. Contract hire rates
often have remained practically unchanged for years and are increasingly un-
realistic and unattractive. Therefore, over the last few years private trans-
porters have been withdrawing from the short-haul transport sector. Many of
the non-African operators who had dominated the industry up to the early 60's
are no longer replacing their vehicles, as potential earnings decrease and
license preferences in favor of African applicants take hold. The above-
cited report of the COMWORKS Planning Unit mentions an estimated 40-50% de-
crease in private transport loans over the past four years. Those remaining
in business try to acquire long-distance transport licenses, as earnings from
the operation of larger vehicles over the improved trunk net are much more
lucrative than anything to be gained in the local transport business.

16. In response to increasingly severe shortages in the regions for the
short distance transport of agricultural produce, some of tV- bigger cooperative
unions have been forced to enter the transport business themselves. Some such
as the Nyanza Cooperative Union (NCU) in Mwanza region have established a
large transport wing. With local vehicles for hire dropping from 80 to less
than 30 and with the disappearance of the previously employed (over 100)
Ugandan carriers, they acquired 68 vehicles to ensure transport of the cotton
crop from cooperative societies and buying posts to the ginneries and thence
to the railroad for trans-shipment. While this makes NCU one of the biggest
"transport firms" in the country, it still leaves the Union short of capacity
during the months of peak demand. A similar situation prevails in Mtwara
region with regard to the cashewnut crop.

17. Faced with a situation where the shortage of local transport
capacity is likely to result in a serious curtailment of some of Tanzania's
most important export crops, the COMWORKS's planning unit worked out a method
of meeting the needs of the regions by creating a "hire pool" of vehicles
within the National Road Haulage Company (NRHC). NRHC, a state transport
enterprise operating 12 trailer-truck units for long distance haulage, was
felt to be the appropriate agency to administer a pool of 215 lorries (115
oL 5 tons, 100 of 7 tons) which the regional cooperative unions could hire
to meet their peak transport demands, thus allowing them to keep their regular
transport operations at a level consistent with year-round transport require-
ments. The two regions where interview surveys revealed the most crucial
shortages in local transport - Mwanza and Mtwara - require transport for cotton
and cashew crop harvesting at complementary times. Both also are best served
by smaller capacity trucks due to the prevailing state of the road-net in both
regions (cashewnuts are transported in the rainy season). Theoretically,
therefore, a hire pool of vehicles serving both regions, would in this case
seem the most economical solution to a pressing problem. This, however, is an
exceptional situation. The COMWORKS report also suggests that private road
transport licences are awarded firstly to the East African Road Services, to
citizens in joint ventures, to individual citizens and lastly to non-citizens.
The transport wings of the cooperative unions are expected to gradually re-
place rrivate contractors.
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18. There is very little reliable information on vehicle operating costs
anywhere in Tanzania. Kriesel et al. I/ gives some selected data on operating
costs and rates for 1969. The rates are those quoted by some of the larger
public carrier trucking operators. (It should be kept in mind that these are
general prices very much subject to negotiation.) Vehicle operating costs are
taken from the East African Transport Study of 1969 2/ and take into consider-
ation the different costs incurred on roads of different standards (Table 41,
Volume III). Lyons Associates Inc. have estimated the operating costs
in 1971 for different types of vehicles, terrain and road surfaces, and these
were updated by a Bank mission (Table 42, Volume III). These figures
show a cost increase of 50% or more (pre energy crisis) over this brief period
and illustrate the large differences in cost depending on whether the vehicles
operate on bitumen or earth roads. Although tariffs in local transport (where
return loads are scarce and average annual vehicle usage is much lower than
for long distance haulers) are much higher than for long-distance transport,
the differential is still not sufficient to compensate truckers adequately.
The result is that transport services in the rural areas have steadily declined.

19. A unit in the Price Control Commission has been set up to work
toward the establishment of a country-wide rate structure that would be binding
for all transporters. As a first step, all transporters owning 3 or more
commercial lorries are required to file their May 1973 (pre-budget) rates as
well as their current charges with the Price Control Conmmission. Tender rates,
standard rates and special rates are to be specified. From this information
and, hopefully some operating cost data, the Price Commission Office is to
determine "average" rates for the various routes or freight categories which
all transporters are to adhere to. Increases in these are to be justified to
the price commission and need its approval. In October 1973 an upper limit
for such increases of 25% above May 73 rates was being discussed. 3/ While
the attempt will have achieved something if it makes transport operators take
a more deliberate look at the costs of their business, it is difficult to
assess how useful it will be for bringing about a more desirable allocation
of transport services. Much will depend on how complete the information
currently being solicited from transporters is going to be, and haw imagina-
tively it will be applied to achieve a reconciliation of two conflicting goals:
making it economically rewarding for transporters to serve the rural areas,
and providing the cheapest transport service possible to the agriculturai
sector. Careful monitoring of the operating costs of the Government's own
hire-pool operation, which handles local traffic on earth roads almost ex-
clusively, might provide the most useful information to guide rate setting
for this type of transport, and provide the explanation of why private con-
$ractors have withdrawn from it.

1/ Kriesel, H. C. Laurent, C. K. Halpern, C. and Larzelere, H. E., "Agricul-
tural Marketing in Tanzania," Michigan State University, June 1970,
pp. 116-117.

2t/ Economist Intelligence Unit and Freeman, Fox, Wilbur Smith and Associates,
"East Africa Transport Study," Vol. IV, Part B, London, 1969.

3/ In December 1973, a maximum rate of Tsh 0.64 per ton-mile was set by the
Price Commission Office.
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Strategy Issues

20. The trucking industry represents a major investment of scarce foreign
exchange. At the same time, and in view of relatively limited rail services
for a large part of the country, an efficient, wide-spread trucking industry
is a necessity for the support of all other development efforts, particularly
in the agricultural sector. At present the industry is not operating efficient-
ly. Whether through excessive transport charges, or in the breakdown of
service (as has happened in the cotton-region around Lake Victoria and in the
cashewnut area in the south), the costs to the economy are high and can be
ill-afforded. Measures to remedy the situation are urgently required.

21. Tanzania is committed to a socialist state concept which is to be
gradually evolved from the inherited essentially capitalistic approach.
In the trucking industry, a certain amount of private enterprise still co-
exists with State-operated entities. As private trucking has diminished and
is increasingly concentrated on the more profitable routes (abandoning the
less desirable but nevertheless essential local hauls), State and cooperative
organizations have entered this field with somewhat less efficiency than the
private truckers they replaced. This has caused breakdown and an increase
in transport costs in the very area - agricultural and rural development -
that is given the highest priority in the national development effort. There
seems to exist at present a dual approach to the development of the road
transport industry that aims at somewhat conflicting goals. On the one hand
public sector organizations such as NRHC and the cooperative unions are
expected to take on a leading role in the transport sector through continued
expansion of their transport capacities. On the other hand, the transport
industry is considered as one of the best starting points for an independent
business career in developing countries, and there has been active pursuit
of a policy of giving African traders a growing stake in the industry. It
would seem important for a healthy development of the road transport sector
as a whole, that the respective domains of different groups be made explicit.

22. The main task of the cooperative movement is to provide an efficient
marketing outlet for farm produce and to assure that recommended inputs are
available at the right time. The movement has experienced great difficulties
in trying to fulfill these tasks. Since management appears to be the main
problem it is essential not to overburden the movement by additional tasks.
Cooperative transport should thus be a last resort solution. There seem to
be considerable economies of scale in long haulage and it appears thus suit-
able to reserve this field for large scale public enterprises. Local trans-
port can, however, be undertaken by small private truckers. Rates must be
adjusted to assure a reasonable return and loans given to promote the establish-
ment of small private ventures. When sufficient competition is established
the control of rates may be relaxed.

23. The establishment of a Transport Authority may be considered to
plan and supervise this strategy. The Transport Authority would be the proper
organization to analyze the results of the freight rate survey currently being
carried out by the Price Control Commission, supplement it with information
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from small local transporters as necessary, and evaluate rates against oper-
ating cost. It should then be possible to derive a realistic ton-mile tariff
(which should be different for bitumen and lower standard roads) that would
give truckers an equitable return on both types of road. Incentive payments
for very short trips and for very difficult terrain should be permisoable to
provide further inducement to small private operators to return to crop haulage.
The Transport. Authority should also work out more efficient procedures of
contracting for transport services to be used by cooperative unions, crop
authorities and other marketing institutions. It has been found advantageous,
for instance, to have private transporters form small operational groups of
perhaps 5 people. Each group's leader should have telephone communication to
ensure close contact between contractor and contracting agency. Contracts
would be made with the group, but each member would submit accounts separately
and be paid directly. Another task for a Transport Authority would be to assist
unions, crop authorities, as well as Regional Development Authorities to pre-
pare regional market forecasts and anticipate transport requirements. Public-
ation of these not only within each region but also among them would contribute
to better utilization of available vehicles: while harvesting seasons and
rough requirements may be generally known the variations in crops can create
widely differing demand for transport from one season to the next. Finally,
the Transport Authority could organize and implement a training program that
would help to make the industry more efficient and effective in its service
to other sectors of the economy.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Regional Planning

A. General

1. Tanzania is divided into 18 regions, each of which is divided into
districts (of which there were 65 as of November, 1973). 1/ The political
head of the region is the Regional Commissioner, and that of the district is
the Area Commissioner; both are appointed by the President. Since the decen-
tralization of the administration in July, 1972, the post of Regional Commis-
sioner has been raised to the level of a cabinet minister. The Party,
Tanganyika African National Union (TANU), is well represented in the regional
and district administrative structures, as it is believed that the TANU policy
of socialism and development can only be vigorously pursued if the Party
penetrates the administration at all levels. Development is regarded as the
equal concern of the State and the Party structure. Thus the Regional Com-
missioner is an ex-officio member of the National Executive Committee (NEC)
as well as of the National Assembly; he is also ex-officio the TANU regional
secretary and the chairman of the Regional Development Committee. Likewise,
the Area Commissioner is the TANU district-secretary, the chairman of the
District Development and Planning Committee and a member of the District
Development Council. The TANU regional chairman is an ex-officio member of
the Regional Development Committee and the TANU district chairman is also
chairman of the District Development Council. The regional and district
political and administrative structures are shown in Charts 8524 and 8525.

2. The decision to decentralize the Government administration was
motivated by the desire to insure maximum popular participation, and to in-
tegrate planning and implementation and to achieve higher coordination of
rural development efforts. The budget year 1973-74 represents the first year
of decentralized planning, as the regional plans were already prepared when
the decentralization was announced in July 1972. It is much too early to
evaluate the shift in resource allocation and project selection, but there
can be little doubt that the quality of the regionally prepared plans has the
potential for being much superior to those prepared earlier by the Central
Government. Plans are now supposed to emanate from ujamaa villages and wards
on the basis of guidelines issued by the Rural Development Division in the
Prime Minister's Office; these plans in actual fact represent not much more
than ideas and identification of needs. Ujamaa villages have their own devel-
opment committees which collect ideas from ujamaa members. The district func-
tional managers together with field staff (such as extension agents or rural
development workers) incorporate these ideas into village plans. These in
turn are translated into ward plans (where wards exist as operational units),
and then aggregated into district plans. The district planning officer is the

1/ See Map, IBRD 2802R2.
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key figure in this process, and he is assisted in this task by the district
functional managers. The district plan is then submitted for approval to the
District Development and Planning Committee (DDPC)(Table 9.1) which is chaired
by the Area Commissioner. The committee in turn passes the district plan
together with its recommendations to the District Development Council (DDC),
whicli is chaired by the TANU district secretary. The council passes the dis-
trict plan together with any comments it may have to the TANU District Execu-
tive Committee (DEC), which is the highest policy-approving body at the dis-
trict level. Since the district development director is the secretary of both
the DDC and DDPC and since the three district staff officers as well as the ten
functional managers are members of the DDC and DDPC, continuity is assured.
The Party is well represented in this process. It has representatives at the
ujamaa village and ward levels, as well as at the DDC and DDP - both being
chaired by TANU officials. The TANU District Executive Committee also has to
approve the district plan before it is submitted to the Regional Development
Committee via the Regional Development Director. At the regional level the
same process is repeated; the Regional Development Committee and the TANU
Regional Executive Committee must approve the regional plan - which usually
is only an aggregate of district plans.

3. Once the regional plans have been approved by the TANU Regional
Executive Committee, they are submitted to the Prime Minister's office for
further scrutiny; after any amendments are made, these plans consolidated to
form the bulk of the national rural development program. The Prime Minister's
office in turn submits the consolidated plan to the Ministry of Economic
Affairs and Development Planning, which in conjunction with the Treasury pre-
pares the annual plans.

4. Once the regional plans are approved by the Central Government, funds
are made available to the regions; the Regional Development Director (RDD), as
the chief accounting officer, is then responsible for disbursement and imple-
mentation. The RDD allocates the district share as per the approved district
plan to the District Development Director (DDD), who is the sub-accounting
officer and responsible for the implementation of district plans. The RDD has
some authority to re-allocate funds, but this authority is limited to re-alloca-
tion between projects (sub-heads) within a sub-vote (sector) of recurrent ex-
penditure. Re-allocation between sub-votes or votes as well as re-allocation
of development expenditure requires prior approval of the Treasury. In spite
of the decentralization of the planning function, taxation authority has become
more centralized. The revenue raising powers exercised by the local authori-
ties have in many areas been revoked simultaneously with the decentralization
of the administration.
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Table 9.1 COMPOSITION OF REGIONAL AND DISTRICT PLANNING COMMITTEES.

Regional Dsvelopment Committee Civil Party
Service

Regional Commissioner, Chairman Chairman x x
Regional Development Director Secretary x
TANU Regional Chairman Member x
TANU District Chairmen Members x
Area Commissioners Members x
M.P.'s from region Members x
R. Planning Officer Member x
R. Personnel Officer Member x
R. Financial Officer Member x
R. Functional Managers (10) Members x
District Development Directors Members x

District Development Council

TANU District Chairman Chairman x
TANU District Secretary Secretary x
Area Commissioner Member x
M.P.'s from district Members x
District Planning Officer Member x
District Personnel Officer Member x
District Financial Officer Member x
District Functional Managers Members x
Elected Councillors Members x

District Development and Planning Committee

Area Commissioner Chairman x
District Development Director Secretary x
District M.P.'s Members x
10 elected Councillors Members x
District Staff Officers (3) Members x
District Functional Managers (10) Members x
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B. Remaining Problems

5. Although decentralization was a major step, comparable in its prob-
able impact to the Arusha Declaration of 1967, the desire to maximize popular
participation and TANU involvement has led to a cumbersome and time-consuming
planning mechanism. The process involved is diagramatically presented in
Chart 8525. The elaborate planning mechanism has meant that an inordinate
amount of time is spent on planning and deliberation at various committees,
and that the very objective of decentralization, i.e. speedy action and faster
implementation, seems to be in danger of being buried in the layers of com-
mittees. Furthermore, although the more highly trained and experienced staff
are posted at the regional level, the greater part of plan formulation and plan
implementation takes place at the district level. The line of authority con-
necting the regional managers with the district managers is rather tenuous,
since a great deal of authority is vested in the District Development Director.

6. An extremely large number of field personnel are now operating within
Tanzania. These include over 7,000 field assistants and assistant field of-
ficers, somewhere between 3,000 and 4,000 clerical/secretarial staff of the
primary cooperatives, a considerable number of ujamaa field agents (the exact
number is unknown) and a number of extension staff for the crop authorities.
There is a need to assess what exactly this huge army of field personnel is
achieving, and to work out a comprehensive program to ensure that their
activities are coordinated.

7. The Central Government has never been in a position to assess the
potential of the various regions in any systematic manner. It is much less
equipped to do so now because of the vastly increased need for regional staff
following the decentralization. The three key ministries in the planning
process - the Prime Minister's office, Devplan and the Ministry of Agriculture -

are critically short of staff. They thus cannot be expected to offer adequate
guidance to the regions. The Ministry of Agriculture is expected to assist
the regional and district administrations in identifying optimal farming sys-
tems (crops to be grown, practices to be used), new areas for cultivation,
methods to promote agricultural development and necessary investments, but the
Ministry is presently in no position to do so. The various parastatals en-
gaged in agriculture operate independently of the regional authorities. With
an adequately staffed Ministry of Agriculture and Devplan, their plans could
have been made to coincide more closely with the regional development objec-
tives. With the conversion of the parastatals from marketing boards into
crop authorities, they are now expected to engage in production as well as
marketing activities. They may thus employ their own field staff and make
investment decisions independent of the regional bodies. An administrative
scheme needs to be worked out to ensure that the plans of the parastatals are
synchronized with those of the regions.

8. As a result of decentralization, there is a much keener appreciation
of the need for data collection and evaluation. Much of this data will be
available within the near future. However, in order to ensure that the data
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collected allows for easy inter-regional comparison, the Prime Minister's
office in coordination with Devplan should prepare simple guidelines on
the data to be collected, the manner of collection, and the 'type of analysis
to be made at the regional level as well as by the Central Government.

9. Despite the substantial autonomy given to the regions, the regional
authorities have only limited authority over the staff. Reward for performance
and disciplinary measures are still very much in the domain of the Central
Government. The regional and district authorities should be given considerably
greater authority over questions of promDtion and discipline, although respon-
sibility for recruitment, salary scales and inter-regional transfers should
obviously remain with the Central Government in order to preclude any unwar-
ranted regional disparities. Within the salary scale, however, annual incre-
ments should be decided on at the regional and district levels; otherwise,
the present lack of discipline is likely to continue to forestall effective
regional performance.

C. Strategy Issues

Balanced Regional Development

10. One of the major objectives of the Tanzanian rural development effort
is to ensure even regional growth. As this objective rules out the concentra-
tion of resources in selected areas on the basis of development potential, it
raises fundamental questions of resource allocation and other related issues.
First, given the structural objective of even regional growth and the need to
ensure the maximum overall growth rate, how are resources to be allocated
among regions and within regions? Second, over how long a period is this
regional balance to be achieved? Third, how is the objective of even regional
development to be operationally defined? It is not clear whether it is to be
defined in terms of equalization of regional productive capacity or in terms
of access to social services. For a country committed to a socialist path of
development, the pursuit of an equitable income distribution should obviously
lead to measures leading to equitable regional incomes.

11. There are a number of ways of achieving an income distribution pat-
tern compatible with the Tanzanian vision of an egalitarian society. One way
would be to concentrate the available resources in regions with good potential,
and then through taxation or a differential pricing system to attempt to
reallocate the benefits so generated in favour of the poorer regions. This
alternative may result in a faster rate of growth; however, the administration
of differential pricing raises serious administrative problems. Another means
would be to embark on a resettlement program in order to create a better
balance between population and resource base within each area. A preliminary
study of regional capability undertaken by BRALUP seems to indicate that
there are considerable possibilities for alleviating poverty and expanding
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productive capacity through regional population reallocation. However, in
addition to the substantial costs of such a scheme, the cultural, historical
and social impediments would be quite formidable. The administrative problems
that plagued the village settlement scheme of the early 1960's could also
reappear. Attempts may also be made to improve the resource base of the poorer
regions and ensure that the land available can support increased population.
The Smith-sound project (involving construction of a canal from Lake Victoria
to Dodoma), which is apparently being contemplated would seem to indicate that
this line of action is being considered by Government. Although investment
in high potential areas coupled with income transfers gives an optimal alloca-
tion of resources, the existing gaps are too large to be bridged by this device
alone. The choice of a strategy or combination of strategies can only be made
with reference to a particular area.

12. Although the operationsl meaning of balanced regional development
has not been explicitly formalized by Government, it would seem that the main
instrument of this development is the allocation of the regional development
budget. Admittedly, the bulk of the regional investment in agriculture comes
from outside the regional development budget - the private monetized and non-
monetized agricultural sector, the Ministry of Agriculture and the parastatals.
The magnitude of the regional development budget is presently so small (11% of
total public investment) as to render it almost irrelevant as an equalizer of
regional productive capacity, but this total is likely to be substantially
increased in the future. An examination of the distribution of the regional
development budget indicates that the poorer regions are favored (Table 9.2).
The three regions of Dodoma, Singida and lWest Liake which are considered
among the poorest regions received, for example, a 50% higher than average
per capita allocation in 1972/73. The per capita development expenditure for
6 of the poorest regions during the period 1972/73 - 1973/74 was nearly one-
third higher than the per capita average for all regions.

13. Even as Government budget allocations can be employed to ensure
even regional development, parastatals can be also utilized to fulfill the
objective of regional income equalization. It is estimated that the invest-
ment of the parastatal sector will account for over 60Z of the total develop-
ment expenditure during the period 1969/70 to 1974/75. Parastatal investment
could, therefore, become a powerful tool for balanced regional development.
However, if the parastatals are to play a role in regional equalization,
questions should be raised concerning the extent to which considerations other
than benefit/cost relations should be allowed to influence their investment
decisions. Parastatals should continue to make their own investment decisions
and the objective of regional equalization should not be allowed to interfere
with that decision.



Table29.: REGIONAL PIR CAPITA D731KOPMENT EXPENDITURES

Riegion Per Capita Dev. Budget
Income (1970) 72/73 73/74e 74/75

(Tsh) (Tsh per Capita)
Arusha 762 8 15 15
Coast 617 10 17 15
Dodoma 415 16 10 10
Iringa 475 7 13 8
Kigoma 476 9 16 12
Kilimanjaro 679 6 12 12
Lindi & Mtwara 405 6 19 13
Mara 492 8 7 6
Mbeya 529 7 10 8
Morogoro 566 5 11 7
Mwanza 574 4 7 6
Ruvuma 372 8 21 10
Shinyanga 604 10 11 8
Singida 439 13 16 15
Tabora 702 5 9 8
Tanga 730 7 14 10
West Lake 461 13 19 14

Total 547 8 13 10

Source: Devplan internal working paper. Estimates of Public Expenditure
Vol. IV and the 1972/73 Appendix to Reallocation Warants Nos. 2 and 3.
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Resource Allocation among Sectors

14. Following the TANU 1971 Bi-Annual Conference, the Government has
been directed by the Party to accord the highest priority to the provision of
education, health and water services. The Annual Plan for 1972/73 states,
"Within (the) overall limit, expenditure will increasingly be directed towards
the three priority areas - Health, Education and Water." Target dates have
been issued: universal primary education (U.P.E.) is to be achieved by 1989
or earlier; access to adequate and safe water suppliers by 1990; and the pro-
vision of rural health centres (R.H.C.) per each 50,000 rural population and
dispensaries per each 6,000 rural population by 1980. It is doubtful, however,
whether the implications of the directive on resource allocation and resource
availability and the impact of the latter on the performance of the economy
and on the philosophy of self-reliance have been sufficiently considered.

15. From the perspective of regional development, an in-depth analysis
of sectoral resource allocation is not possible, as budget preparations on
a regional basis were begun only in 1973/74. The 1972/73 Central Government
budget, which was prepared before decentralization, was regionally distributed
after it was prepared; 1972/73 therefore represents the first year for which
a regional budgetary breakdown is available. The 1974/75 regional development
budget is a very tentative forecast, and the recurrent cost for that year has
not yet been estimated. Nonetheless, an attempt is made in this section to
analyze the regional budgetary allocation for the years 1972/73 - 1974/75 -
in the case of the last two years n the basis of information available to the
mission as of December 1973. The three priority areas absorbed about 58% of
the total regional development budget during the period 1972/73 - 1973/74; in
the same period the share for agriculture was less than 16%. In 1974/75 these
three areas are forecast to absorb about 60% of the total regional development
budget, as compared with an expected share of less than 21% for agriculture.
A sununary of the regional development budget (1972/73 - 1974/75) and of the
recurrent budget (1972/73 - 1973/74) is shown in Table 9.3.

16. The composition of the development budget is of concern not only
because of the inadequate emphasis on directly productive activities, but also
because the investment package itself directs the allocation of the recurrent
budget to social service programs at the expense of directly productive pro-
grams. Thus, for example, in 1972/73, the recurrent budget for education,
health and water services absorbed 57.3% of the total regional recurrent budget
as against 4.4% for agriculture. The picture improved somewhat in 1973/74 as
the share of agriculture in the regional recurrent budget increased to 12.9% and
that of the other three sectors declined to 51.9%. (There was, however, a 37%
increase in absolute amounts allocated to the social services in 1973/74 as
compared to 1972/73). Although the recurrent budget for 1974/75 has not yet
been made, the regional development budget share of the three 'social' sectors
is expected to increase to 60% of the regional total; the ultimate impact of
this increase will be felt both in the 1974/75 recurrent budget as well as in
subsequent years.

17. On a national scale, the same kind of undue emphasis on the social
services has led to a comparable neglect of directly productive investments
(Table 9.4). Similarly, the share of economic services in the total.recurrent
budget shows a declining trend (Table 9.5).
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Table 9.3: REGIONAL BUWG?,P 1972/73-1974/75 ('000 Tsh)

Regional Development Regional Recurrent Total Regional
Broad Sectors Budget Budget Budget

1972/73 1973/74 1974/75 1972/73 1973/74 1972/73 1973/74

1. Agriculture 7,074.0 41,100.0 27,992.0 20,384.1 90,633.9 27,458.1 131,733.9

2. 1 % of 7 6.8 23.3 21.0 4.4 12.9 4.8 15.0

3. Ed.+ Health + Water66,034.5 92,422.0 80,039.0 264,893.1 362,960.9 330,927.6 455,382.9

4. 3 % of 7 63.2 52.5 60.0 57.3 51.9 58.4 52.0

5. Other 31,312.3 42,514.0 25,346.0 176,673.7 246,405.2 207,986.3 288,919.2

6. 5 % of 7 30.0 24.2 19.0 38.3 35.2 36.7 33.0

7. Totals 104,420.8 176,036.0 133,377.0 461,950.9 700,000.0 566,372.0 876,372.0

100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: 1972/73: Appendix 10 Reallocation Warrants

Nos. 2 and 3 for 1972/73.

1973/74 and 1974/75 Estimates of Public SXpenditure.

Volume III Supply Votes (Regional)

Volume IV Development Expenditure (Regional)
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Table 9.4: DEVELOPMENT EXPENDITURES ON DIRECTLY PRODUCTIVE ACTIVITIES

1969/70 1970/71 1971/72 1972/73 1973/74

Directly Productive
Investment (Tsh mil.) 180.0 296.0 251.0 199.0 189.0

Percent of total 26.7% 25.5% 18.3Z 14.1% 13.4%

Source: Annual Plan 1972/73, p. 18; Estimates of Public Expenditure.

Table 9.5: RECURRENT EXPENDITURES

Econ. Services Social Services
% x

Tsh mill. of Total Tsh mill. of total

1969/70 307.2 20.1 434.5 28.5

1970/71 349.4 21.4 501.6 30.7

1971/72 376.0 21.1 560.3 31.5

1972/73 383.7 17.5 597.7 27.3

Source: Annual Plan 1972/73; Estimates of Public-Expenditure.

18. Before launching further programs aimed at fulfilling the targets
set for education, health and water supply services, the annual capital and
recurrent cost implications of such expenditures should be carefully projected.
The Ministry of Education has made an attempt, but the estimates are in very
rough magnitudes and more detailed work needs to be done. This is true also
in the case of health facilities and even more so with regard to water sup-
plies. Figures made available do not make it possible to attempt to work out
the annual cost implications of meeting the water supply targets, but an attempt
to estimate the costs of the educational and health programs is made in Table
9.6. Both the capital and recurrent cost estimates are on the low side, how-
ever, and actual costs are likely to be considerably higher. For health
services, the recurrent cost estimates are based on the actual expenditure
on rural health in 1973/74 plus the recurrent cost implications of 25 new
R.H.C.'s and 100 new dispensaries every year - the annual expansion rate
needed to meet the targets set. The capital expenditure is based on the
additional facilities required every year plus replacements. Recurrent cost
is estimated to increase by 9% annually for primary education and by 5% for
health facilities.
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Table 9.6: COST IMPLICATIONS OF HEALTH AND EDUCATIONAL TARGETS ('000 Tah)

Education /1 Rural Health /2
Capital Cost Recurrent Cost Capital Cost Recurrent

1973 22,430 224,794 23,700 /3 109,000

1974 29,497 245,138 21.000 114,800

1975 35,952 265,881 21,400 120,600

1976 36,217 289,048 21,700 126,400

1977 41,176 312,921 22,500 132,200

1978 45,746 342,572 23,700 138,000

1979 52,425 371,936 26,500 143,800

1980 58,803 404,305 27,700 149,600

Li Annual Nanpower Report to the President 1971.

/2 Based on the working figures of the Ministry of Health.

/3 Actual rural health budget, 1973/74.

Capital Cost Recurrent Cost

Rural Health Centres Tsh 400,000 Tsh 130,000
Dispensaries Tah 35,000 Tah 25,000

R.H.C.'s and dispensaries are assumed to be replaced every 10 years.

Source: Mission Estimates.

Regional Development in Relation to Parastatals

19. The decentralization of Government administration presents a real
opportunity to accelerate the pace of development. However, the creation of
a decentralized administration to enable horizontal integration of services
on the one hand, and the conversion of marketing boards into "authorities"
so as to enable them to integrate services vertically on the other is likely
to lead to duplication of services and the waste of resources. It is thus
possible that in one area there my be both representatives of theregular
extension service as well as one or more extension agents of one or more of
the crop authorities. The implication of the possible inefficient allocation
of these scarce human resources should be carefully considered. Attention
should also be given to the definition of the relative roles to be played by
the cooperative unions vis a vie the crop authorities.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Manpower Planning

A. Present Position and Future Demand

Ministry of Agriculture

1. Most of the professionally and technically trained agricultural
workers are employed by the Government as extension workers in a supervisory
or demonstration capacity, as teachers or research workers in the agricultural
and veterinary institutes, and as planning and administrative staff in the
Ministry of Agriculture at the central, regional and district levels,. As
will become clear, though the requirements of the parastatal sector and the
cooperative movement are growing, the Government is, and will remain, easily
the most important employer of these workers. Table 16 in the Main Report
summarizes the employment, localization and vacancy position for these cadres
in June 1972, and gives some indication of the numbers working in central,
field and teaching positions. It can be seen that a severe localization pro-
blem still exists in professional jobs - expatriates at that time represented
33% of the strength in the veterinary and agricultural officer cadres. At
lower levels the problem is insignificant: only 2% of workers at diploma
level were non-citizens, while in the less senior technical jobs no expatriates
were employed. No data are available for employment and vacancies in the
field assistant cadres, although the Ministry of Agriculture reported that
there was no difficulty in filling these posts, mainly owing to the large sur-
plus of primary school leavers available for wage employment. The vacancy
rate at middle and senior levels, however, remains acute: 42% of the pro-
fessional posts, 37% of jobs requiring diploma training and 29% of those
requiring a certificate were vacant in June 1972. It might be thought that
these rates are high (owing to the fact that they refer to a date very early
in the financial year) yet comparative figures for the latter part of the
previous financial year 1/ show vacancy rates of 45% for degree level personnel,
and 33% for jobs requiring a diploma. This suggests that the rates had been
at this level for some time.

2. In considering the implications and interpretation of this extra-
ordinarily high level of vacancies, serious problems emerge (Table 43, Sta-
tistical Volume III). The problems are not peculiar to the Ministry of
Agriculture. On the contrary, the trend over the past ten years has been
to maintain a very high average rate of growth in the number of senior and
middle level posts - almost 10% per year throughout Government - even
though the vacancy rate at these levels rose from 21% in June 1963 to almost

1/ Tanzania Staff List, as of January 1, 1972.
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30% in June 1972. The position is even worse in the regions and the districts:
by December 1972 vacancies at the senior and middle levels in the total estab-
lishment (which now included posts previously funded from district recurrent
funds) had jumped to an astonishing 37% (45% for the Ministry of Agriculture).
It is clear that the number of posts in Agriculture and in other ministries
has been consistently increasing over the last decade at a rate for greater
than Government's ability to recruit qualified Tanzanians. At the same time
the ntumber of skilled expatriates has significantly declined. These facts go
far to explain the rapid vertical and lateral movement of officers which has
now become frequent in the Government. Often such moves occur before the
individuals concerned have had a chance to get used to their present jobs,
let alone to profit from the experience. The sheer magnitude of the vacancy
rate leads on the one hand to confusion and difficulties in determining pri-
orities for the appointment of educated Tanzanians to particular posts, and

on the other, underlines the essential arbitrariness of some of the factors
which have in the past determined the overall levels of Central Government
staffing.

3. A good example of these kinds of pressure is provided by the
Ministry of Agriculture. The present size of the field and extension staff
mainly represents a movement towards an establishment which the Ministry
considers to be optimally desirable on the basis of target ratios of popula-
tion to extension agents. The growth in these established posts has been
modified to some extent, however, by the overall financial constraint limiting
the growth in total Government recurrent expenditures; nevertheless the size
of the establishment bears little relationship to the numbers of qualified
people available for employment, or even to the numbers of people it is admin-
istratively and physically possible to employ. On the basis of present
university enrollment, it will take almost three years of output to fill
existing vacancies at degree levels in the Ministry of Agriculture. Yet the
Ministry is pressing for a considerable expansion of posts at this level for
the next financial year. The target ratios adopted by the Ministry of
Agriculture for field and extension staff for 1980 are the following:

Agricultural extension:

1 degree level, 2 diploma level, 20 certificate level per 10,000
families (presently 0.4 : 1.5 : 8 + 7 untrained field assistants).

Veterinary services:

1 degree; 2 diploma; 10 certificate per 50,000 cattle
(presently 0.2 : 0.5 : 2.3 + 10 untrained staff).
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4. On the basis of estimates of 3.2 million families by 1980 1/ and a
cattle population of 17.58 million by the same date, 2/ the growth of the
extension establishment (excluding the research cadres) between 1972 and 1980
(using the employment ratios mentioned above) is shown in Table 10.1. To
achieve these targets, it can be seen that the rate of increase in established
posts for the field cadres in agriculture (ignoring the additional requirements
for administrators at the center and in the regions) would involve, particularly
in the veterinary cadres, rates of growth in excess of 15X per annum and an
average growth of recurrent expenditure in Ministry or Regional budtets on the
order of 15-16X per annum, i.e. past rates of increase in recurrent expenditure
would continue unabated and would, if anything, increase. If the targets are
related to the actual manpower situation, the rate of growth would need to be
even greater owing to the high level of existing vacancies.

Table 10.1: TARGET MANPOWER REQUIREMENTS

Average Annual
1972 Establ. 1980 Establ. Rate of Growth (%)

Ag. Officer (Gen.) 180 320 7.40
Vet. Officer (Gen.) 110 352 15.65

Field Officer (Gen.) 561 640 1.66
Field Officer (Vet.) 205 704 16.80

Asst. Field Officer (Ag.) 2,739 6,400 11.20
Asst. Field Officer (Vet.) 1,047 3,520 16.40

Total 4,842 11,936 11.94

Source: Mission Estimates.

5. Quite apart from the continued strains that establishment increases
of this kind will place upon the recurrent budget, they can also be heavily
criticized in that they completely overlook the existing well known and well-
documented problems of the extension service. It can be strongly argued that
the main manpower problems are not primarily concerned with inadequate numbers
of extension workers, but rather with the inadequacy with which extension
tasks are presently performed. Little can be said here to add to the con-
clusions of the large number of papers, articles and reports prepared by the
Tanzanian Government, the university, aid organizations and other agencies
concerning the poor quality of the Tanzanian extension service. In summary,

1/ Based upon the results of the 1967 population census.

2/ Based upon the 40 year historic growth rate for the livestock population
(subject to considerable error).



ANNEX 10
Page 4

however, there is wide agreement that the goals and objectives given to
individuals and groups of extension workers are not sufficiently specific or
realistic, that supervision in the field is very inadequate, that very little
evaluation either of individuals or of specific campaigns takes place, that
the research which is being carried out has a negligible impact upon either
the form or content of extension, that the methods used include too much ex-
hortation and too few demonstrations, that the present extension workers have
little appreciation of practical problems, and that the impact of extension
upon the farming population is far less useful than could be reasonably ex-
pected. The crucial point is that even with the given manpower, financial
and capital resources available, much could be done to improve the quality of
the extension effort. The danger is that if the quantitative aspects of agri-
cultural training continue to be the main preoccupation of the Ministry of
Agriculture - as will certainly be the case if the targets discussed above
continue to be used as a basis for planning - the qualitative problems will
be overlooked.

6. There is undoubtedly, however, a need for some quantitative ex-
pansion: improvement of supervision would involve increasing the proportion
of graduate agricultural and veterinary officers employed. The training
institutes, even with their present enrollments, are severely under-staffed;
few of the trainers have teaching qualifications, and vacancies are made good
by diverting other professional and technical staff from research to training.
A reasonable target may be to prevent the ratios of extension workers to
farming families and to the livestock population from dropping below present
levels. This would involve increasing the establishment by approximately 2.5%
per year. These kinds of quantitative adjustments would require far fewer
resources than the tremendous demands imposed by present plans, and would
allow the major efforts to center upon qualitative improvements in the admin-
istration and planning of extension and in the training of extension workers.
There is therefore an important policy choice to be made concerning quanti-
tative change.

The Cooperative Movement

7. The primary cooperative societies are members of one of 22 regional
unions, which in turn are represented at the national level by the Cooperative
Union of Tanganyika. The registration of primary societies and the auditing
of accounts is the responsibility of the Prime Minister's Office, while the
Unified Cooperative Service Commission (UCSC) has responsibility for
recruitment of senior personnel and for other staff matters. The unions
themselves can recruit employees having a salary not exceeding Tsh 650 per
month, and all other staff (usually equivalent to those requiring four or
more years of secondary education) are recruited through the UCSC. The
primary societies are responsible for all their own recruitment. The present
employment situation in the regional unions is set out in Table 44 of the
Statistical Annex. It can be seen that total employment, excluding employees
of primarv societies is in excess of 3,500 workers, up to 80 percent of whom
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are unskilled. In spite of the fact that there were only 28 vacancies -
mainly for accountants and managers - in skilled posts in October, 1973, the
UCSC reported considerable difficulties in recruiting skilled workers.
Though no data are available concerning the actual qualifications of those
in post, it was reported that the shortage has resulted in a general under-
qualification of many of the workers in key positions in the regional unions.
There is an urgent need for upgrade training, particularly in the accounts
and management cadres.

8. The cooperative movement has grown very quickly in recent years.
This growth has traditionally centered upon the growth of marketing societies;
however, over the last five years deliberate efforts have been made to trana
form the marketing societies - in spite of an acute shortage of adequately
trained managerial workers - into production based multi-purpose institutions.
The main thrust of the future development of production cooperatives is ex-
pected to come from the growth of ujamaa villages. Though the length of time
taken to progress through Stages I and II to Stage III (see Annex 7) will
vary considerably between villages, the fact that in 1973, there were 5,631
ujamaa villages (6% of which were in Stage III), together with the enthusiasm
which exists in regional and district administrations to make quick progress
in registering the villages, implies that the number of registered primary
societies could more than double within the next five years. The ujamaa
villages are suggested to become affiliated with existing primary societies
and should generally not employ staff. Some amalgamation of existing primary
societies is recommended. The unions are planned to expand their input supply
and marketing activities while restraint in adding new ventures (transport,
processing, retailing) is recommended. If these suggestions are followed the
result is likely to be a modest quantitative expansion of staff. there is,
however, a real need to upgrade existing staff and members. A rapid increase
in the cooperative inspection cadre is probable.

Parastatals

9. The parastatal sector is the fastest groaing sector of the Tanzanian
economy. Between 1968 arnd 1970, employment in the parastatals increased from
45,700 to 64,500; in 1970 about 24,500 (38%) of these jobs were in the agri-
cultural sector. 1/ It should be noted, however, that this trend was not caused
by an increase in agricultural output, but rather by increasing the number of
institutions becoming a part of the parastatal sector. Thus in 1970 the
parastatals provided approximately 17% of the total, and 23% of agricultural
wage employment. The sector as a whole generated about 10% of Gross Domestic
Product. No comprehensive data on employment by occupation or education exist
for the parastatal sector; however, data were obtained on the employment and
localization in senior positions 2/ for twenty-seven parastatals in the agri-
cultural sector (Table 45, Volume III) as of December 1972. Out of the

1/ Survey of Employment and Earnings, 1970. Bureau of Statistics, Dar es
Salaam, May 1972.

2/ Defined here as a-i posts carrying earnings of Tsh 1,000 per month or more.
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total of 839 senior positions, 201 (24%) were occupied by expatriates, though
the situation varies substantially between different organizations. Table 46
in Volume III presents the occupational distribution of the 201 employed
non-citizens. It can be seen that the major categories where shortages of
local officers exist are managers, accountants, engineers and technicians
of various kinds. Unfortunately, it was not possible to obtain the occupa-
tional distribution of the employed citizens so the data can be no more than
suggestive of the main areas of future need. The marketed volume will
gradually increase, livestock marketing should be improved, parastatal pro-
duction (particularly of beef and sugar), will expand and parastatal small-
holder projects for tea and tobacco will be promoted. This will create some
demand for additional skilled manpower but the most important problem will
continue to be improved managerial efficiency.

Government Planning and Administration

10. The decision to decentralize the government administration was
effected in Tanzania in August 1972. The main aim of decentralization was
to bring decision-making closer to the people and to involve the rural popula-
tion in the planning process. In this connection, a comprehensive committee
structure has been established in all regions and districts to enable plans
to emerge from the local communities and to ensure that these documents are
relevant to the needs of the people. The group of Government officers most
affected by these changes were the planning and administration cadres. The
need for professional economists and administrators in the regions and the
districts is paramount if the system is to work smoothly, and the earlier
projections of needs for these skills are now seriously out of date. No
detailed evaluation of the present plans for training these professionals in
the university and the training institutes can be given here, owing to the
need for a more detailed inter-sectoral analysis. However, it is clear that
there is at present a considerable shortage of these workers and present plans
for student output need to be reviewed and revised in the light of the new
situation.

B. The Future Supply of Skilled and Educated Workers

Agricultural training

11. Estimates are provided in Table 47 of Volume III for the future
output of students at degree, diploma and certificate levels between 1972
and 1980. These data are subject to error since they have been built up
from a variety of sources which, in some cases, are conflicting. They are
also liable to be modified by the Government as present plans progress and
are revised. In spite of these caveats, however, the aggregate figures do
give some indication of the implications of current plans for future student
output. It can be seen from the Table that the overall strategy is to con-
siderably increase student outputs at all levels of training. As will become
clear, it is felt that some inconsistencies are apparent in these plans for
expansion.
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12. The Government intends to train as many as 5,690 new certificate
holders by 1980, with annual outputs from the training institutes more than
doubling from 390 in 1972 to 803 in 1980. Though even this rapid expansion
program wiU still fall short of producing one extension agent per 500 families,
nevertheless, doubling training capacity within the next few years would
impose considerable demands upon the available financial and capital resources,
and more particularly would involve a considerable increase in the needs for
qualified teachers in the Ministry of Agriculture. A more desirable approach
would be to aim for a lower rate of growth in certificate-level outputs and
to use existing or newly created capacity increasingly for the retraining
of existing extension agents rather than for producing large numbers of newly
qualified people each year. The main argument for this approach is that to
produce more of the same kinds of extension worker as have been produced in
the past can be expected to have little, if any, impact upon the methods
practiced by the farming population. It may even have a negative effect by
making supervision more difficult than it is at present.

13. Perhaps the most dramatic implications of the projections, however,
concern the large increase in the number of diploma holders who would be employed
over the next few years: between 1972 and 1980, 2,473 diplomates would emerge
from the institutes, which compares with a total employment of 656 in 1972.
In 1972 diploma training in Tanzania was changed from being a three,-year pre-
service course to a one-year program of in-service training for certificate
holders. This means that most of the 2,473 expected output at diploma level
must be found from existing or future certificate holders. 1/ Though it is
certainly the case that the assistant field officers (certificate holders)
should have the opportunity to be promoted upward in the field cadres through
training or experience, it remains a fact that theirs is no doubt the most
important extension job to be done. The diploma holder is at present employed
either in a supervisory capacity or as an administrative officer at district
level, or as part of the support staff of professional officers. At present,
therefore, graining a diploma is likely to result in a certificate holder
being removed from the day to day tasks of dealing with the farmers' problems:
rather than upgrading him in his present job, diploma training is more likely
to promote him out of it. Though some increase in the proportion olf diploma
holders employed is desirable, in order to allow more workers to be,bome
involved in the supervision of extension work, an expansion of the magnitude
suggested by present plans should be seriously questioned, if only because
it will remove so many of the best extension workers from field positions.

14. To use the target suggested earlier - i.e. to extend the present
number of extension agents in line with the projected increases in the numbers
of both farmers and livestock - would involve producing no more than about
350 certificate-level workers per year. This allows fairly liberallif for

1/ This figure is equal to more than 90% of the employed certific!ate
holders in June 1972.
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wastage from the stock of those presently employed owing to death, retirement
or transference to other jobs 1/ and for 150 certificate holders entering the
diploma course each year. From 1977/78 the recommended agricultural support
program (para 8.09, Main Report) would require another 220 certificate holders
annually. The capacity for retraining during the Third Plan is described in
Table 10.2. Difficult though it is to suggest piecemeal solutions to the
complex probleTs factng agricultural extension, it is nevertheless certain
that the retraining and closer supervision of field workers would be part of
any feasible solution. There is thus an urgent need to design new in-service
courses lasting no longer than one growing season. These should stress
demonstration techniques and practical teaching methodology. They should put
less emphasis upon formal curricula than the existing pre- and in-service
courses, and should concentrate more on experi-mentation and fostering an
empirical approach to real problems as they occur in the field. Each insti-
tute should be made responsible (under the DDD) for the extension work in
a suitable area to provide a training ground for the students. If the expan-
sion of certificate courses is held back in the way suggested, it would be
possible to complete retraining of the present field service during the Third
Plan period.

Table 10.2: RETRAINING CAPACITY (Diploma and Certificate Staff)

Estimated Output Requirements
Agricultural

Extensive Service Support Program Retraining
Diploma Certificate Diploma Certif. Diploma Certif. Capacity

1975/76 308 693 150 350 - - 501

1976/77 308 803 150 350 - - 611

1977/78 308 803 150 350 20 220 371

1978/79 308 803 150 350 20 220 371

1979/80 308 803 150 350 20 220 371

Total 1,540 3,905 750 1,750 60 660 2,225

Source: Mission Estimates.

15. Following decentralization in 1972, large numbers of Government
officers with degree in agriculture and veterinary science were moved to

1/ The latter is likely to be the most important factor, and could be as
high as 5% each year of those employed.
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administrative positions in the regions and districts, and this caused a
considerable increase in the vacancy rate at these levels. Moreover,,many
officers in administrative jobs throughout Government are reported to have
had agricultural training. In the short-term, these vacancies may need to
be filled through technical assistance. However, in the longer run, provided
lateral transfers are kept to a minimum, the present proposals for the expan-
sion of output from local and foreign universities (Table 47, Volume III) seem
adequate to service the needs of the Ministry of Agriculture at central
and regional levels, as well as those of the commercial and parastatal agri-
cultural sector. It should be emphasized, however, that even in the long
run if careful attention is not paid to minimizing the mis-allocation of
professionals with specific skills, the proposed outputs at degree level are
likely to prove conservative.

Cooperative Education

16. Training for the cooperative movement in Tanzania is undertaken by
the Cooperative College and Education Center in Moshi. At the risk of over-
simplifying, it can be said that the target population of the educational
effort represents two distinct groups of people. The first group includes
the staff of the Rural Development Division of the Prime Minister's Office,
the senior and middle level employees of the unions, and the secretaries and
staff of primary societies; many different types of training are required.
A whole range of short courses are offered for the inspectorate, extension
staff, secretaries and bookkeepers of the unions and primary societies,
together with high level diploma training for ujamaa and cooperative develop-
ment officers and the leaders of the cooperative movement. The second group
covers the members of the primary societies and ujamaa villages themselves.
The importance of the distinction is that the former group take courses which
are considered necessary for their effective performance in their jobs; the
latter are given a general introduction to the aims, methods and benefits of
cooperative production and marketing. In an important sense, therefore, the
college is involved both in specific training of vocational skills and in
the more basic education of a largely illiterate population.

17. The vocational courses offered are a mixture of correspondence and
full-time residential training. All such courses have in the past been run
by the staff of the college at Moshi, and all residential courses have been
given at that campus. The more basic courses, run under the auspices of the
Education Center, have been also partly administered in the regions by eight
wings of the Center originally established as a temporary measure prior to
the unions undertaking a more direct role in cooperative education. However,
plans for considerable expansion have now been adopted by the Government;
seven of these wings will become zonal colleges and which, together with the
main campus in Moshi, will comprise a National Institute for Cooperative
Education. Under these plans it is envisaged that the College at Moshi will
become a high-level training institute for the leaders of the cooperative
movement. The basic course offered will be a two-year full-time diploma
course, primarily for ujamaa and cooperative development officers, and for
senior staff in the regional unions. the other in-service, correspondence and
basic education courses will be decentralized to the zonal colleges. The
diploma course has already been established at Moshi - 34 students graduated
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in November 1972, and a second intake of 109 students began their studies in
July 1973. the target of the plan is to achieve an annual intake of 110
students per year - 60 from the unions, and 50 from the Rural Development
Division - for the diploma course. In addition, courses for consumer develop-
ment officers, inspectors and others will be held. The seven zonal colleges
will be expanded over the next five years to a residential capacity of 300
students in each college. This will be equivalent to approximately a five-
fold expansion of present training capacity.

18. No detailed evaluation of these expansion plans can be given here.
However, two points should be made with respect to the vocational course.
First, the present employment of union personnel who could usefully be given
diploma training is approximately 250, 1/ while the present total employment
of ujamaa and cooperative development officers is, if anythinig, slightly
lower than this figure. Thus, even allowing for some modest expansion, either
a considerable contraction of diploma teaching will be necessary after 1980,
or diplomates will need to be placed in lower level jobs with the cooperative
movement. Secondly, little is known at present about the effectiveness of the
courses which are offered; it is not known whether trained secretaries of
primary societies keep their accounts better, whhether inspectors are more
productive, or whether societies' control over their stock and capital is im-
proved as a result of the training programs which are currently run by the
College. This information is important not only to the sound planning of
the expansion program, but also to the crucial choices which need to be made
concerning the allocation of future educational expenditures between the
vocational and the basic educational programs of the Cooperative College.
The estimated total costs of agreed plans over the next five years are in
excess of Tsh 60 million. A switch away from vocational courses toward
more basic education could both lower the total costs of the program and
involve greater numbers of people being affected. At present the evidence
is not available to assess whether the present balance is appropriate. In
many ways, in the light of the political and social aims of Tanzania, the
Cooperative Education Center is potentially the most appropriate and most
important vehicle for social change of any of the country's educational
institutions. An evaluation of the cooperative education system would need
to take account of this potential, and such an assessment would seem to be
indispensable for effective planning in the future.

C. The High Level Skill Constraint

19. As will be clear from the earlier analysis, the most important high
level skill shortages in agriculture are expected to arise mainly from the
growing need for effective management and accountancy staff for local and
central Government administration, the cooperatives, the parastatals, the

1/ Based upon date in Table 47, Volume III total employment minus clerical,
general and accounts section workers, plus two accountants per union.
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estates - particularly as nationalization and localization progress - and
for Government-run projects. However, a much wider range of skills are needed
in connection with planning, research, extension, veterinary services and_
the provision of physical and social infrastructure in the rural sector (for
the development of roads, transport, water, buildings and for the continued
development of education and health services). This high-level skill. constraint
remains acute in all sectors of the Tanzanian economy. In many technical and
professional jobs there is scope for in-service training and promotion of
experienced people on-the-job. But the major needs will have to await an
adequate supply of highly trained individuals emerging from tertiary education
and training programs of the conventional kinds. In some professions - en-
gineering, for example, it seems clear that shortages will persist beyond 1980.
The speed with which these can be alleviated will largely depend upotl an
effective planning strategy which identifies the main shortages, guides students
to the necessary courses of training, and allocates them to the jobs which most
require their skills on completion of their studies.. The first stages of this
kind of macro planning exercise is being undertaken as part of the preparation
of the Third Five-Year Plan, and is an approach which for some years has been
well accepted within the Government.

20. On the other hand, in the short-term some of these shortages can
be alleviated through technical assistance. The number of technical assist-
ance personnel in Tanzania has declined very significantly over the last
decade. This is a reflection both of real progress in producing qualified
citizens to replace expatriates and of a strong determination on the part of
the Goverament to be self-reliant and to place the responsibility for deci-
sion-making rapidly in Tanzanian hands. In the light of continued shortages,
however, requests to donors for technical assistance continue to be imade.

21. In principle the role of technical assistance in Tanzania is the
same as in other developing countries - expatriates are needed as a temporary
measure to help with the efficient development of production and adminiatration,
and for a positive contribution to be made, identification with the values,
goals and political aims of the society on the part of such personnel is need-
ed. Tanzanian development policies are deliberately aimed at preventing the
entrenchment of an urban elite and at promoting the redistribution of income
towards the rural areas.' Individual enterprise is discouraged, and it is
intended that the mode of production at the national level will lncrecsirgly
be one of public ownership, and at the local level one of cooperative en~leavour.
Swahili is increasingly becoming the lingua franca, and many Government public-
ations, particularly at the regional and district levels, will soon,emerge only
in that language. In detail, the Tanzanian approach to development'is highly
original, and this approach permeates all its economic and social policies.
In practice, therefore, particularly in the context of an increasingly tight
market for international skills, recruitment of effective personnellfor
technical assistance assignments in Tanzania should involve rather woie careful
selection than may be necessary elsewhere. The necessary period of orientation
is likely to take longer and the degree of responsibility such individuals could
be given is more restricted. It is arguable that non-citizens in this context,
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even if committed to the Tanzanian model, are more likely to provide a mislead-
ing ideological panacea, rather than being able to help adjust conventional
thinking in response to constraints as they arise, and in a way which is ideally
suited to local circumstances. Tax structure, salary levels and other regula-
tions presently limit the possibilities to expand technical assitance.

22. These considerations suggest that technical assistance can be most
useful in Tanzania in an executive role: the needs for more engineers, sur-
veyors, accountants, research workers, doctors, could usefully be met in the
short-term by outside assistance. The teaching profession, managerial and
the economic planning cadres, on the other hand, where many vacancies still
exist, are also amongst the highest priority areas for localization and are
areas where non-citizens could be expected to be less acceptable. Nevertheless,
the appropriate body to decide upon priorities for technical assistance is
not an outside agency, but the Tanzanian Government itself. Decentralization
has imposed tremendous demands upon available planning resources, and it may
be that a short-term assignment under technical assistance could have a useful
role to play in this area.

23. Within the context of the overall shortage of high-level skills,
however, urgent and continued attention should be paid to making better use
of the pool of domestic skills available. The function of guiding particular
people to particular jobs is the responsibility of the Central Manpower
Allocation Committee. In this connection the transfer of highly skilled
individuals between jobs and department should be carefully watched. Though
the decentralization of Government made many transfers inevitable, new
vacancies should not be responded to in an ad hoc fashion; rather a placement
plan is needed which would involve the explicit setting of priorities for
existing vacancies, planning future placements on the basis of present and
future educational enrollments, and either allowing other posts to remain
vacant, or initiating recruitment under technical assistance. An attempt
should also be made to make increased use of multiple contracts for existing
employed expatriates. More generally, the present large number of vacancies
within the Civil Service implies that severe restraint should be imposed by
the Estimates Committee in granting requests for establishment increases for
some time. U3nder existing circumstances when so many vacant posts are in-
volved, the task of deciding upon placement priorities in comnittee is made
an exceptionally difficult exercise. Finally, there is a clear need to re-
examine the existing structure of incentive within the Civil Service. The
promotion of officers through the cadres should be more closely related to their
job performance than appears to be the case at present. Though a performance
rating based upon confidential reports is used, it appears that the system is
not used critically enough, with a very high proportion of officers being given
a very generous assessment. The introduction of "productivity bars" within
the existing salary scales should also be considered, so that progression up
the salary scales can be related to an officer's effective performance in his
job.
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D. Summary of Recommendations

24. The main implications of the foregoing analysis are the following:

(a) The present ratio between extension agents and farming families
is approximately 1:1,000. Although the reduction of this ratio
is a reasonable long term target, this by itself cannot be
expected to have any significant impact upon the practices
used by the farming population. Though many changes are needed,
the most urgent immediate task is to retrain the existing
extension agents, and to increase the amount and quality of
supervision given to them. In this connection,

(i) a part of existing and planned training capacity in the
agricultural training institutes should be used for
retraining assistant field officers. This can be achieved
provided new certificate and diploma output is testricted
to approximately 350 and 150 students per year respectively
for the extension service and to 220 and 20 to support this
program of agricultural projects set out in the Main Report.
These outputs would allow the present ratio between
extension agents and farming families to expand in line
with population increases, would allow for better supervision
by increasing the proportion of diplomates employed and
would allow the desired intensity of 1:500 to be reached
over a 20 year period.

(ii) new in-service courses must be designed which explicitly
tackle the practical problems faced by extension workers
in the field, which stress demonstration techniques and
which give practice in using them. The certificate course
should also be modified with the same criteria in mind.
An educator, highly experienced in agricultural extension
methods, should be sought for the purpose of designing
these courses. Consideration should be given to supplement-
ing existing research staff at the Institutes, and the
provision of a small team of teacher trainers would seem
a high priority.

(b) There is considerable scope for increased investment in
cooperative education. In this connection an evaluation of
the courses presently offered by the Cooperative College is
needed; a careful examination of their effectiveness is
required with respect to the work of secretaries, managers,
accountants and bookkeepers, inspectors and other personnel
within the cooperative movement. This information is needed
urgently in connection with the considerable expansion of
cooperative training programes which is currently being planned.
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(c) The social and economic policies of Tanzania are such that
technical assistance can have only a limited role. The amount
of time taken for foreigners to become familiar with and
useful in the local context is likely to be longer than
in many other countries, and the degree of responsI-blfty
they can be given is more limited. In some professional
occupations where shortages of qualified Tanzanians remain acute
(for example, engineers, accountants, mAnagers, agricultural
research workers and possibly agricultural trainers) technical
assistance could be considered. However, it may be necessary
in some of these occupations to increase the salaries that are
at present offered for the purposes of international recruitment,
and wherever possible new recruitment should be avoided by
making increased use of multiple contracts for expat-riates
with experience in Tanzania.

(d) Attempts should be made to make better use of existing manpower
resources. These would include a reduction of the high rate of
transfers of local officers between different jobs, the setting
of explicit placement priorities for filling existing vacancies,
an attempt to ensure that management in Government Ministries
make better use of their existing support staff, a closer
relationship between the promotion of individual officers and
their job performance, and the introduction of severe restraint
upon future increases in the civil service establishment.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Rural Small-Scale Industry

Review

1. Considerable expansion of small-scale industry was foreseen during
the Second Plan, and during that time a National Small Scale Industries
Corporation (NSIC) was established. In addition to traditional private
activities such as milling, brewing, blacksmithing, tailoring, carpentry etc.,
few new activities have been created. The District Development Corporations
(DDC) have occasionally ventured into flourmilling, lumber, charcoaI production
and stone chipping and the NSIC has established six industrial workshops
(carpentry, blacksmithery, tinsmithery). New rural ventures are extremely
scarce, although a few ujamaa villages have recently tried milling, carpentry,
and blacksmithing. In spite of efforts to promote small-scale ventures, most
industrial expansion (milling, oil processing, textile, bakery etc.) has been
on a large-scale basis. The most recent policy guidelines are provided in a
declaration from the TANU National Executive Committee of April 1973. The
ultimate aim is to raise the standard of living in rural areas, make villages
self-reliant, and reduce unemployment; the declaration emphasises the use of
local raw materials and labor-intensive techniques, and stresses ujamaa, DDC
and cooperative (but not individual) initiative. It proposes that a new
parastatal be established to advise and assist such initiatives.

Opportunities

2. TAMTU. As part of an effort to stimulate village production, the
Tanzania Agricultural Machinery Testing Unit (TANTU) in Arusha has experimented
with practical ways to promote small-scale production of agricultural tools
and implements. TAMTU has established a few standardized rural workshops;
these are constructed of wood with corrugated iron sheet roofts, and cost an
estimated total of Tsh 3,000 each. These workshops have facilities for at
least six workers. TAMTU mainly uses inexpensive local raw materials such
as lumber, scrap iron and old tires. The hand tools (valued at Tsh 3,000)
are either made locally or bought nearby; they include bellows, hammers,
chisels, wooden benches, etc. After experimentation with various types of
equipment, the following items are now ready to be copied: cultivation
equipment (harrows, clod crushers, inter-row cultivators); transport equipment
(wheel barrows, water carts, hand carts, ox and donkey carts); and other equip-
ment (hand planters, hand fertilizer appliers, moulds for hollow bricks, etc.).
This kind of manufacturing does not require long training. Implements proposed
by TAMTU are inexpensive, easily maintained and repaired, and durable if properly
made. If they are lightly built, they are easy to use. TAMTU methods have not
been very well publicized, and have been applied only in a few villages close
to Arusha. However, they allow the villagers to start work on popular activi-
ties such as carpentry and black or tinsmithy, skills which may be utilized
in any number of other activities (i.e., construction of hand-weaving loom
frames, ox-powered flour mills, doors, windows, furniture, etc.).
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3. INDCENTER Projects. The Industrial Studies and Development Center
(INDCENTER) has carried out feasibility studies for 15 small-scale industry
projects, 4 of which appear to have particular interest for rural areas. The
characteristics of these ventures are summarized in Table 11.1.

Table 11.1: INDCENTER MODEL SCHEMES

Returns
Production Number Total Net Profit to Labor
Capacity of Occupation Investment as % of per man/yr
per Year Laborers Time (Tsh) Investment (Tsh) Date

Village Activities

Blacksmithy/1 1 ton 2 Full 6,500 2.6 - 4.7 2,100 July 1971

Flour milling/2 200 tons 2 Full 12,000 17.0 3,300 July 1971

Charcoal/3 260 tons 4 Full 15,000 5.8 1,730 July 1971

Jaggery/4 90 tons 10 50% 56,000 16.0 1,140 July 1971

/1 In spite of such a small profit, this activity is to be encouraged
because of increasing demand; in due time labor may gradually make
more diversified items at better prices.

/2 Activities should be extended to poor and remote villages by using
ox-powered equipment which is cheaper in investment and operation.

/3 This activity should be strongly emphasized for domestic consumption
(to be combined with forest plantation).

/4 This model scheme includes the use of diesel-oil (Tsh 2,700 per year)
to be replaced, if possible, by cheaper ox-power and wood fuel.
Setting up of a mill generates demand in the village.

Source: Industrial Studies and Development Center.

4. The use of ox-power may be contemplated in several instances (e.g.
flour milling; Table 11.2). TAMTU could no doubt develop an adequate
ox-mill.
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Table 11.2: FLOUR MILLING

3 oz-drawn mills 1/
1 diesel oil mill inisame place

A. Production per hour 100 kg 3 x 25 75 kg
per year 200 tons 150 tons

B. Investment Expenditures
Buildings 7,500 3,000 ?/
Machinery 8,500 3 x 1000 - 3,000
Furnishings and fixtures 300 200

Total Tsh 16.3p0 Tsh 6.200
C. Operat ture P Year

lLabor - 1 mill-experiftwed.
worker 3,000

- 1 book -
keeper 3,600 6,600 6,600

Utilities - Lubrication
and Diesel Oil
(Tariff 1971) 7,690

Maintenance of 6 axen per year 2 x 200 1,200
Depreciation
- Building in 10 years,

Machinery in 8 years,
Furnishing in 4 years 1,885

- Building in 5 years,
Machinery in 5 years,
Furnishings in 4 years 1,275

Maintenance
Building 2% and Machinery 5%

of total cost 620 210
Administrative Costs

Estimation 1,200 1,200
Intereot of Loan
(9% a year - TJh 3,000 equity) 1.200 290

Total Tab 19.195 Toh 10.775

Results
Piouc-tion cost per ton Tuh 96 Ts1h 72
Return to village 40.7% 72.3%

as % of total cost
Energy as % of total cost 40.0% 11.2%

(supplied by outside) (supplied by village)

1 (oxen, available on farms, are supposed to be a specific investmsst.
2/ light wooden building, with iron sheet roofing, without walls.

Source: Mlssion Estimates
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5. Bricks and Tiles. The feasibility of establishing such an industry
is presently being studied by INDCENTER. If the plant is to be profitable,
good quality clay and cheap fuel must be available. The investment for a
fully hand operated manufacturing plant would amount to about Tsh 30,000
(1,000 tons capacity; 30 workers). In similar conditions in other African
countries the production cost for good quality bricks is approximately 20%
below the cost of concrete blocks, while the cost of roofing with tiles generally
is higher than with iron sheets due to the need for sturdier roof trusses.

6. Oil Processing. Investment for a ox-powered village mill may be
about Tsh 5-10,000 for a production capacity of 10 to 50 tons of oil per 100
days with 5-10 laborers. Production cost is low because no expenditure is
needed for energy, transportation or bottling. Oil may be preserved in
earthenware pottery and cakes used as animal feed.

7. Hand and Bicycle Carts. Besides the TAMTU ox and hand-carts, light
hand carts that can also be drawn by bicycles may be used for transportation
of goods over short distances. Such carts can be made to carry about 250 kg
and are made of steel pipes, lined with light wooden planks and supplied with
two wheels with inflatable tires. The investment cost would be about
Tsh 11,000 for a plant that can make 2 carts a day with five workers.

8. Weaving. Hand looms for weaving of cotton fabrics and gunny-bags
may be set up in any house for a modest investment of less than Tsh 8,000.

Constraints

9. The above are examples of activities which could be undertaken by
ujamaa villages. The expectation is that the promotion of rural small-scale
industries will increase the standard of living in areas where they are de-
veloped by utilizing available seasonably underemployed man and ox-power and
locally available raw materials to produce goods for village consumption which
otherwise (due to labor and transport cost) would have been more expensive to
buy. In the first stage the goods would not most likely be marketed, although
a few neighboring villages obviously may cooperate. With this limited objective
the need for marketing and bookkeeping arrangements is minimized, but neverthe-
less equipment must be procured, installed and maintained and some raw materials
purchased. Although ox-power should be exploited, diesel engines may be re-
quired in some cases. The villagers also need to be trained in the new tasks.
To overcome these constraints it will be necessary to select a few activities
and to concentrate the efforts initially in a few areas. It is therefore
suggested that the implementation of some rural small-scale industry be in-
cluded in the National Agricultural Development Project proposed in the Main
Report. In the sub-project areas the expazled agricultural activities will
require improved implements and medium term credit will be available for this
purpose; increased incomes will also create a demand for improved housing
(bricks, doors, windows, furnitures, etc.). The small-scale industries could
easily be tailored to meet these needs. It also would be advantageous to
coordinate credit, procurement and extension activities for the industry de-
velopment with the agricultural program.
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TANZANIA

AGRICULTURAL AND RURAL DEVELOPMENT SECTOR STUDY

Agricultural Pricing

Objectives

1. Controls of prices of major crops are an important agricultural
policy tool in Tanzania which is being applied on an increasing scale. Con-
sidering this far reaching Government involvement in the market, the lack of
a clear policy statement on pricing methods and objectives is conspicuous.
The maximization of national income is probably not the primary objective of
Tanzania's agricultural marketing and pricing system. National self-suffi-
ciency in certain staple foods, the promotion of development in backward areas,
price stabilization for certain crops, for example, appear to weigh heavily
in Government's pricing decisions. Many of the possible objectives are inevit-
ably mutually conflicting. Because compromises cannot be avoided, it is
important that decision makers should have an idea of the costs associated
with different priority rankings.

2. The Ministry of Agriculture does have a competent Marketing Develop-
ment Bureau, but this Bureau is not always consulted on important pricing
policy matters. There is also an Agricultural Products Price Coordinating
Committee (APPCC) consisting of representatives of the various ministries and
parastatals concerned but this Committee has been largely defunct from some
time. The result is that most pricing and marketing decisions in Tanzania
tend to be taken on an ad hoc basis without the benefit of a clear policy
framework and with little information on the likely costs and benefits of
alternative courses of action. Agricultural pricing decision are taken by
the Economic Committee of the Cabinet usually on the basis of recommendations
by the Ministry of Agriculture. There are some apparent contradictions
between decisions taken from time to time, but on the whole, decisions taken
in the recent past with regard to the level of producer prices have consistent-
ly benefited producer interests and should have the effect of stimulating
agricultural development. One of the weaknesses of the APPCC was that its
members were usually fully occupied with various other tasks. They could not
devote their full time to the important and complex task of defining objectives
and priorities and working out coordinated policy recommendations. The mission
considers that there is clearly a need for a body of such specialists freed
from other duties. It may not be necessary to create an entirely new institu-
tion; the existing Marketing Development Bureau might be strengthened for that
purpose.

Uniform Pan-Territorial Crop Pricing

3. One of the most important new developments on the pricing scene
is the Government's effort to introduce uniform producer and consumer prices
throughout the country irrespective of transport cost or other cost considera-
tions. With regard to most consumer goods, the Government sets a base price
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which applies to all regional centers while regional authorities may set higher
prices for outlying areas to allow for transport costs. For some commodities,
however, no variations from the uniform base price are pe'rmitted. An impor-
tant example is sugar which is to be sold at a fixed retail price of Tsh 2.63
per kilo anywhere in the country. Since the retailer's margin is also fixed,
the retailer's profit varies with the cost of transport between the point of
sale and the nearest wholesale supply center. As nearly all retail trade in
Tanzania continues to be in private hands, sugar is unequally distributed
through the country.

4. While the tendency for crops is clearly towards uniform pricing,
the same does not apply to farm inputs and supplies. The price of fertilizer
for instance is quoted ex-factory and transport costs are borne by the cus-
tomer. The same applies to seeds, insecticides and farm implements. There
is clearly an inconsistency between these two pricing principles. The prin-
ciple of uniform producer pricing so far only applies to certain crops, of
which maize, cotton, tobacco, cashew nut, cassava, beans, sorghum and finger
millets are the most important ones. An "into-store" price is announced for
all oil seeds, paddy, pyrethrum and wheat and the producer price for those
crops is fixed by the respective cooperatives after deducting their costs
from the into-store price. The "into-store" price has generally been uniform
nationwide. For some crops, however, most notably maize, wheat, paddy and
pyrethrum, the into-store price differs between regions reflecting real
transport cost differentials or a deliberate attempt by the Government to
promote the growing of such crops in certain areas. From a purely administ-
rative point of view, a system of uniform producer pricing creates a number
of special difficulties. The need for transport cost equalization funds is
one of these. Some of the parastatals already have experience with the
operation of such accounting systems but others do not. Another problem
results from the fact that the margin between the producer price and the
into-store price has become uniform for many crops whereas marketing costs
are not. Special pricing arrangements or subsidies will be required to pro-
tect the solvency of certain unions and societies. This implies the introduc-
tion of a major new administrative burden to consider the merits in each case.

5. The need for appropriate pricing arrangements is also pressing in
the light of the Government's credit policies. Under the present fixed margin
system the overall indebtedness of the cooperatives to the Commercial Bank is
likely to increase - which may run counter to credit restriction policies which
are designed and annually reviewed to prevent excessive monetary expansion in
the economy. In addition, individual cooperatives may reach the limit of their
statutory creditworthiness sooner under a fixed margin than under a flexible
margin system. This means that they may run out of cash and thus become unable
to pay their members cash for crops delivered. This has already happened in
a number of cases. The inability of a society to pay cash upon delivery creates
strong farmer resentment. It promotes illegal trading and/or discourages pro-
duction.
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6. From an economic point of view uniform producer pricing throughout
a large diversified country like Tanzania is a controversial issue. The
choice, however, is not between uniform producer pricing and variable producer
pricing but between producer pricing and into-store pricing. As soon as the
Government decides to set the price at the producer or farm gate level, the
only realistic choice is a uniform price. In the absence of competition,
any alternative formula would be open to abuse by the marketing channels and
would risk return to a de facto into-store price system. Evidently, in
Tanzania the move to farm gate or producer pricing is motivated by the Govern-
ment's wish to protect the farmer against inefficiency of his cooperative
society and union and to equalize economic opportunities that would.otherwise
be unequal due to different transport costs.

7. Clearly there are trade-offs between producer price uniformity and
the overall efficiency of agricultural production. The main advantages of
mniform produce pricing may be farmer protection and equal opportunity. The
combination of these two factors may enhance the commercialization of agri-
culture in remote areas and thus lead to further economic development. To
the extent that development in remote areas depends on the continuation of
artificially high producer prices (in combination with artifically lou consumer
prices), return to a more flexible into-store price system or free market
pricing could be very disruptive. There is, of course, not necessarily any
correlation between remoteness on the one hand and poverty or inequality on
the other. Bukoba and Rungwe Districts are both very remote from their main
external supply and demand centers but have nevertheless reached a higher
than average level of development. Another effect of uniform pricing is
that it tends to promote regional crop specialization. Whether this would
be the right kind of crop specialization from an economic point of view
depends on the degree of distortion in the relative prices of various crops.
The country might be better off as it is than with a pattern of regional
crop specialization based on the wrong price signals. The main disadvantage
of uniform producer pricing is that it is likely to lead to a sub-optimal
allocation of production factors and therefore lower aggregate production and
higher production costs. The effects of this distortion may not be very
serious in the short run because of institutional constraints, slow farmer
response and low factor mobility. The Government does in any event have
some (limited) control over factor allocation through the distribution of
agricultural inputs, including planting material.

8. The dilemma is that neither the advantages nor the disadvantages
of a system of uniform producer pricing are likely to be important in the
short-term while the long-term effects may be significant in either direction.
In other words, the cost of misallocation will become more serious the more
successful uniform pricing is in stimulating commercial agricultural produc-
tion in areas that would otherwise be unable to enter the market for-the
crops concerned. The system may thus create the need for higher Government
controls over production.
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9. Similarly, on the consumer good side more and more direct controls
and Government interference will be required to supply remote areas. An
additional complication in Tanzania's case is that many of these remote
areas border on countries which do not follow uniform pricing policies and
where consumer good prices tend to be higher than in Tanzania. This promotes
illegal trade involving the flow of a subsidy from Tanzania to its neighbors.

10. Taking all aspects into account, the net effect in terms of the
economic cost of uniform pricing is likely to be severe in Tanzania if the
system is maintained for long. An alternative to the present system, combining
elements of a farmer protection/social equality policy and a maximum growth
policy would be a multiple base point pricing system, using all or some of
the regional centers as base points. The into-store price system which is
still applied to some crops is essentially a base point system, as is the
recently introduced retail pricing system of consumer goods.

Factors in Pricing Decisions

11. Although there is no clear policy statement explaining the guiding
principles used in determining absolute price levels, a few general observa-
tions can be made. Unlike many West African countries, Tanzania has never
used its agricultural Marketing Boards as tax instruments to any significant
extent. This implies that agricultural pricing decisions have not been
determined by Government revenue considerations. Marketing Boards have on
the whole been self-supporting and as a rule do not rely on budget transfers
for the financing of capital expenditures for offices, storage, trucks, etc.
Efforts to stabilize producer prices and to protect farmers against the
vagaries of external markets have only been made in the case of a few export
crops, notably cotton and cashew nuts. In the case of cashew nuts, surpluses
generated from time to time by the former NAPB were generally used to offset
losses incurred by the same parastatal on other crops, particularly maize
and wheat. As a general rule, no conscious effort appears to have been
made to relate the pricing of marketed crops entirely or primarily grown for
domestic consumption to external prices.

12. A few rough guidelines that might be useful for the Government to
bear in mind when considering crop pricing decisions are the following:

(i) As a first approximation, the maximum price payable to farmers
is the equivalent at the farm gate of the import parity price,
i.e., the c.i.f. price at the main consumption center minus
the transport and handling cost between the farm gate and that
center. One major complication in implementing this principle
is that import parity prices may vary considerably from year
to year and from season to season. However, leaving this
and other complications aside, any amount paid in excess of
the import parity price as a matter of policy requires
explicit justification. There is always a cost attached to
paying more for local products than for imported ones. If it
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is found that in order to meet Government objectives (e.g..
concerning minimum rural incomes, the reduction of rural/urban
imbalances, or national self-sufficiency) it is necessary to
pay higher than import parity prices for a wide range of crops,
that may be one indication that the official exchange rate of
the Tanzanian Shilling is overvalued or that the policy
objectives are not realistic. Since in Tanzania many crop
prices are unilaterally determined by the Government before
the planting season, the Government - if it wants to use
import parity prices as a rough yardstick -- has to make some
assumption about future external prices. Despite uncertainty
about future commodity price movements, it seems nevertheless
preferable to base pricing decisions on a number of explicit
assumptions and objectives rather than to have no system;

(ii) Any price below the import parity level yielding farm incomes
consistent with rural development objectives indicates that
it is probably worthwhile to aim at national self-sufficiency.
Each ton produced at home instead of imported represents a
net saving to the economy. The larger the difference between
domestic and external prices, the greater the gain.- While
import parity prices indicate the maximum price the economy
can afford to pay at a given exchange rate, it would not be
prudent to set all prices at this level if lower prices would
be sufficient to yield "satisfactory" income levels. The lower
the domestic producer price the better the chance that a surplus
crop is actually or potentially exportable; and

(iii) A country has a comparative advantage in the production of a
crop if the producer price yielding "satisfactory" income levels
is at or below the export parity price, i.e., the farm gate
equivalent of the export price converted at the official
exchange rate. National self-sufficiency in these crops is
unquestionably desirable. Ironically, domestic demand for
many of Tanzania's export crops developed only after they
had been established as export crops.

13. As in the case of import parity prices, export parity prices
are a clearer notion in theory than in practice. Export price forecasts
are no more reliable than import price forecasts. Nevertheless, with all
their shortcomings, the notions of import and export parity prices are
important for agricultural pricing policies especially in a small, open
economy like Tanzania. If it is found that when using the export parity
pricing formula there are not enough crops eligible for export or price
incentives to farmers to increase production for export are inadequate in
the light of overall import requirements, that may be another indiNcation
that the country's exchange rate is overvalued. A devaluation wouid not
only stimulate production of established export crops (provided price in-
creases in terms of local currency are passed on to the farmers) but perhaps
more importantly, it would bring more crops into the range of potentially
exportable products.
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14. The pricing of agricultural goods at the retail level (in processed
or unprocessed form) is an equally important subject of economic management
in a socialist economy. In principle, retail prices should reflect real
resource costs (i.e., opportunity costs) to the economy. Deliberate departures
from this principle should be explicitly justified in the light of Government
objectives and priorities. Several general guidelines can be established:

(a) If a crop is an export crop or potentially an export crop
domestic retail prices should, at least in principle, reflect
the opportunity cost of not selling abroad. Temporary
aberations from this principle may be desirable in order to
protect domestic consumer prices against sharp external
price changes. Examples of such products in Tanzania are
textiles made from local cotton, meat, canned and bottled
fruit juices and certain cooking oils. Except in the rare
case of a product facing completely inelastic demand, any
prolonged domestic "underpricing" at the retail level of
exportable products will result in a lower income growth rate
than would otherwise have been achievable. The Tanzanian
Government appears to have accepted this reasoning in prin-
ciple, as is evidenced by its politically unpopular decision
to allow gradual increases in the retail price of meat and
certain other products to levels approximating export parity.
Also, local textile mills have traditionally paid the same
price for raw cotton as foreign buyers and since these mills
are not subsidized, their ex-factory prices generally do
reflect world market cotton prices. Because of the sharp
increase of these prices since 1972, considerable political
pressure exists in Tanzania to isolate local retail prices from
the world market by allowing the mills to buy their raw cotton
at a reduced rate. This pressure has been resisted thus far
- a decision which in the opinion of the mission is in
accordance with Tanzania's long-term economic interests; and

(b) If a crop is normally not exportable because domestic producer
or into-store prices have to be at import parity or somewhere
in between import parity and export parity level, the "correct"
domestic retail price (including normal transport, processing
and handling costs) is the price at which local demand matches
local supply. Three cases may be distinguished: (i) If
imports are necessary in a normal year while the producer price
is still below import parity, it is in principle advisable to
increase producer prices to stimulate production, or if pro-
duction is not capable of expansion, to increase indirect
taxation so as to generate savings required for the financing
of the more expensive imports and suppress domestic demand;
(ii) If the country is self-sufficient in a normal year at a
retail price reflecting producer price plus costs, then that
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is the "right" combination of producer and retail prices; and
(iii) If there is excess supply in a normal year, the producer
price for that crop is "too high". For revenue reasons, the
Government may wish to leave retail prices unchanged while
reducing producer prices through taxation.

15. These guidelines are no more than very rough approximations. They
provide at best some benchmark figures. In practice, decision makers will
have to make subjective judgments in a situation of many uncertainties and
conflicting objectives. To test the usefulness of these guidelines, a few
crops have been selected to consider the various pricing aspects discussed
above.

Maize PricinR

16. The producer and retail prices of maize (and maize flour) are among
the most important commodity prices in Tanzania. The immediate pricing
problems facing the Government at the time of the sector mission were that
the margin between the producer or farm gate price on the one hand and the
out-of-store price is insufficient to cover the "in between costs". In
November 1973 the prices were as follows:

Producer price: Tsh 350 per ton priority areas
Tsh 300 per ton non-priority areas

Into-store price: Tsh 450 per ton priority areas
Tsh 400 per ton non-priority areas

Out-of-store price: Tsh 460 per ton nationwide.

17. The margin allowed to cover all cooperative society and union costs
is Tsh 100 per ton. Their actual costs per ton for transport, handling, insur-
ance, interest, storage, shrinkage, etc., as reported by the Rural Development
Division of the Prime Minister's'Office for the 1972/73 crop year varied from
a low of Tsh 98 in Njombe to a high of Tsh 223 in Mtwara. Although there is
undoubtedly scope for improving the efficiency of cooperatives, it is clear
that a Tsh 100 margin per ton is not enough to cover their actual costs in
most areas. Similarly, a margin of only Tsh 10 per ton between into-store and
out-of-store price for the Marketing Board (previously NAPB, now NMC) in non-
priority areas is also insufficient. The overall margin between prtoducer and
out-of-store price has been squeezed because the Government raised ithe former
while resisting a price increase on the wholesale and retail levels.

18. If the unions are successful in their efforts to receive an into-
store price that reflects their real costs, NMC will face a buying spfice
(the into-store price) about Tsh 50 to Tsh 60 above the selling pri1ce (out-
of-store price). The Government's first priority with regard to maize pric-
ing should be to resolve this anomaly. Essentially the choice is b1 etween
(a) increasing the wholesale and retail price for milled maize and maize
flour; (b) decreasing the farm gate price; or (c) subsidizing cooperatives
and/or NMC.
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19. The average import price c.i.f. Dar es Salaam for unmilled maize
(from the U.S.A., Malawi, Argentina and other sources) during the years
1969-72 was approximately Tsh 550 per m.t. For the purpose of this analysis
this "import parity" price should be compared to an average domestic into-
store price during those same years of Tsh 406 per m.t. Internal transport
costs for imported and domestic maize to the various maize deficit areas are
probably roughly equal and are therefore ignored for the purpose of this
analysis. These figures suggest that Tanzania could have afforded (during
the period 1969-72) to pay a higher into-store price to stimulate domestic
production. Tanzania imported maize during 1970, 1972 and 1973. Some exports
were recorded in 1971. Net imports during the past four crop years (1969/70 -
1972/73) amounted to 165,000 m.t. compared to total domestic NAPB purchases
of 396,000 tons. If national self-sufficiency in maize could have been
achieved during those four years at an into-store price of, say Tsh 450 per
m.t., the net foreign exchange saving to the nation would have been the
equivalent of Tsh 23,760,000 (165,000 x Tsh 144) or US$3.3 million. Total
cost to NAPB would have been approximately the same as is shown in the table
below. Consequently, no domestic wholesale or retail price increases would
have been necessary while maize farmers would have been better off.

Actual NAPB Maize Purchases from Local and Foreign Sources, 1969-1972

Local purchases:

396,000 m.t. at Tsh 406 - Tsh 160.8 million

Net imports:

165,000 m.t. at Tsh 550 - Tsh 90.8 million

Total net purchases: Tsh 251.6 million

NAPB Purchase Assuming an Into-Store Price of Tsh 450 and National Self-Sufficiency

Local purchases:

561,000 m.t. at Tsh 450 - Tsh 252.5 million

(no foreign purchases)

20. Whether the nation actually gains from a domestic producer or into-
store price increase, apart from possible distributional advantages, depends
on the supply response for that particular crop and possibly other crops. In
the event of strong cross-elasticities with other crops, the effect on national
income may be either positive or negative. The effect is positive if the
supply shift is from a crop in which the country has a smaller comparative
advantage than in the crop of which the price has been increased. The effect
may be negative if the reverse is true.
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21. The price elasticity of supply for maize is not known with any
degree of precision. Even less is known about possible cross-elasticities.
An analysis undertaken by the Government of statistics on maize sold to
NAPB in three different regions, the into-store prices and the amount and
seasonal distribution of annual rainfall in those regions do not show any
significant correlations. This suggests that the relationship between
producer price and supply is much more complicated than had been assumed.
One important complication in the case of maize is that less than a fifth
of total production is marketed through official channels. The bulk of all
maize produced in Tanzania is produced for home consumption. Therefore
relatively small variations in total production are likely to result in far
greater relative fluctuations in commercial sales irrespective of producer
price changes from year to year. It is safe to assume, however, that the
price elasticity of total maize production is positive. Because maize is
probably grown by more farmers than any other crop (and is almost exclusively
a smallholder crop) the maize price is a very important instrument of rural
development. The best policy is no doubt to pay the maximum price compatible
with the general principles outlined in paragraph 12 above. A high maize
price will not only improve the distribution of income between rural and
urban areas but it will probably also lead to an accelerated acceptance by
smallholder farmers of improved production techniques.

22. As discussed elsewhere in this Report, the Government recently
switched to a system of farm gate or producer pricing for a number of crops
including maize. In the process the price paid to farmers was raised from
a weighted national average of Tsh 238 per m.t. in 1971-72 to Tsh 350 per
m.t. in "priority" areas and Tsh 300 in "non-priority" areas. Prior to this
change the margin between the average producer price and the into-store price
was about Tsh 168 per m.t. Assuming that cooperative marketing costs have
not changed since 1971-72, the into-store price (used for comparison with
the import parity price) might be raised to Tsh 518 per m.t. in priority areas
and Tsh 468 in non-priority areas. Both prices are still below the average
1969-72 import price of Tsh 550 per m.t. Both from a development and a
distribution point of view the best solution to the maize pricing/margin
problem that has arisen following the change over to producer pricing would
be to increase into-store, out-of-store as well as retail prices. Further-
more, as long as Tanzania needs large maize imports and as long as a fairly
strong positive supply response may be assumed (which the mission does) a
substantial further producer price increase can be fully justified. 1/ This
conclusion is reinforced by the current commodity price boom in the course
of which the world market price of maize (U.S. no. 2, yellow, f.o.b4 Gulf
ports) almost doubled from US$56 per m.t. in 1972 to US$98 in 1973. The
average 1974 price is expected to be still higher. 2/ If in addition the sharply
higher ocean freight costs are taken into account, the import parity price
in Tanzania for maize in 1973 must have been about double the average 1969-72
level (i.e. around Tsh 1100 per MT).

I/ Has recently been increased to Tsh 500 per ton in all areas.

2/ US$122 for the period January - July 1974.
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23. World Bank commodity price projections suggest that the world maize
price is unlikely to fall below the 1973 level. This means that Tanzania's
relative competitive position vis-a-vis foreign sources of supply has much
improved and that the goal of self-sufficiency is even more imperative than
before and also that the possibility of exporting maize has to be investigated.
With regard to export possibilities, the key question is where Tanzania could
export her surplus maize. No doubt, at current world market prices Tanzania
could export maize profitably to neighboring countries in Africa if there
were a market in those countries. In a normal year, however, most East
African countries (Zambia, Zaire, Malawi, Rwanda, Burundi, Uganda, Kenya
and Madagascar) have at least a good potential to be self-sufficient in maize
and some, notably Kenya, Malawi and Zambia, either have or aim at an export-
able surplus. A long-term maize export strategy for Tanzania could not be
based on the East African market for that reason.

24. More probably long-term market opportunities may exist in Europe,
the Middle East or Far East. During the years 1969-72 the average price
of maize c.i.f. London, or Rotterdam was US$68 per m.t. or Tsh 476. Evidently
at that price Tanzania could not have competed with suppliers in North,
Central and South America. The average 1973 c.i.f. London price moved up
to about US$108 per m.t. or about Tsh 756. Even at this much higher price
Tanzania could not export maize to Europe at a profit. At the time of the
mission the average transport cost for heavy cereals from East African ports
to Liverpool was Tsh 386 per m.t. Ocean freight rates have since gone up
considerably. Assuming no change in agricultural productivity, the mission
estimates that the maximum into-store price Tanzania could afford to pay to
break even on maize exports to Western Europe or Japan (at a projected London
c.i.f. price of Tsh 840 throughout the remainder of this decade) is around
Tsh 334 per m.t. which is considerably below the current level. If Tanzania
wants to break into that market, very major productivity increases are
necessary. The Middle East might be a more feasible alternative customer
because of lower transport costs but only Egypt imports worthwhile tonnages.

25. Another possible market might be found in Reunion and Mauritius.
On balance, however, the mission is of the opinion that for the moment it
is not prudent to aim at more than national self-sufficiency unless produc-
tivity improves dramatically.

Wheat Pricing

26. Some distinguishing economic features of wheat production in
Tanzania are: (a) Production is geographically concentrated. Most wheat
(71% of the total) is grown in one district (Mbulu) in Arusha Region.
Another 19% is produced in neighboring Kilimanjaro Region while minor quan-
tities are grown around Iringa, Tabora and hbeya; (b) Nearly all wheat
produced is sold through the official marketing channels. Tanzania has
traditionally been a wheat importer. Local production has rapidly expanded
from around 30,000 tons in the middle sixties to around 60,000 tons in 1972.
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Local demand, however, has also increased and Tanzania's import requirements
have remained substantial. Total imports during the four years 1969-72
amounted to 154,000 m.t. which is slightly more than local purchases during
that sane period of 146,000 m.t.

27. The average import price (c.i.f. Dar es Salaam) paid during the
period 1969-72 was about Tsh 493 per m.t. The average into-store price for
domestic wheat during those years (grade I) was about Tsh 611 per m.t. in the
northern growing areas and about Tsh 711 in the southern growing areas. Both
prices are substantially above import parity which is difficult to justify
both on economic grounds (it would have been cheaper to import the!wheat) and
on social grounds (most wheat is grown by large scale farmers who are not
particularly in need of income transfers from the bread consumers in the
towns). In the meantime, however, world market prices have increased sharply.
The average 1973 world market price (CWRS in-store Thunder Bay) was US$147
per m.t. compared to US$71 for 1972. The average 1974 price is expected to
be around US$210.

28. According to World Bank comodity price projections, the world
market wheat price is not expected to fall much below US$200 per met. If
these projections are correct, Tanzania's import parity price for wheat has
suddenly jumped from about Tsh 500 in 1972 to nearly Tsh 1,300. In the past,
the Government has kept the wheat into-store price unchanged for many years
and started several state wheat farms to reach self-sufficiency. The state
farms have not done well but the private wheat farmers have been able to
increase their production significantly (partly due to the excellent services
provided by TFA). Whether an extra incentive price for wheat shouLd be
offerred to stimulate production depends in the opinion of the mission almost
entirely on the supply response that may be expected. As long as the country
is not self-sufficient in maize, a production shift from maize to wheat
should be avoided because at projected relative prices Tanzania has a greater
relative advantage in maize than in wheat. A price increase for wheat may
nevertheless be necessary in view of the substantial cost increases confronting
the wheat farmers. 1/

29. There are not many areas in Tanzania suitable for wheat production.
One such area is Karagwe District in West Lake Region. Little wheat is grown
in the area at present but conditions are understood to be suitable. To
promote development in the area and move towards self-sufficiency the Govern-
ment might consider a special program or project for the promotion of wheat
in Karagwe District. This District should be able to supply the entire Lake
area, including Bukoba, Mwanza and Musoma. Some exports to Uganda may be
possible. In view of the projected high international wheat prices for the
remainder of this decade and the increased ocean freight rates, national self-
sufficiency is no doubt economically justified.

I/ The produce price was recently increased to Tsh 778 per MT or by 37%
(about the same relative price increase as for maize).
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Paddy Pricing

30. Like maize, paddy is an important subsistence crop in Tanzania;
only about 35% of production is sold through official channels. Geographi-
cally, production is less concentrated than wheat but less dispersed than
maize. The main growing areas (producing nearly 80% of the total) are Tabora,
Mbeya, Morogoro, Mwanza and Shinyanga. In some areas, paddy competes with
cotton for the same soils while planting and harvesting times are also
roughly the same. Paddy production has rapidly expanded from around 120,000
m.t. in the middle sixties to 187,000 tons in 1971. The aim of the Government
for the Second Five-Year Development Plan was not only to achieve self-
sufficiency but an exportable surplus. Self-sufficiency was attained and
some exports (14,000 m.t. in total) were recorded in 1972 and 1973, but this
achievement was not an economic success. Because rice milling capacity was
inadequate, unmilled paddy (of rather poor quality) took up badly needed
storage capacity for a long time until finally the sale abroad had been
arranged.

31. Although Tanzania is by and large self-sufficient in rice at
normal market demand levels, 66,000 m.t. were imported (mainly from China)
during the years 1965-72 mainly to satisfy the requirements of foreign
technical assistants working in Tanzania. The c.i.f. price for imported
rice has varied sharply from year to year and the use of an average for the
purpose of calculating a typical import parity level may be misleading. An
approximation of Tanzania's import parity price during the period 1969-72
is the average Mombasa c.i.f. price for rice imports into Kenya and Uganda
which is about Tsh 2,000 per m.t. The average price paid by Tanzania during
those years for rice imports (mostly from China) is much lower, about
Tsh 1,130. This latter price is more or less in line with the price paid
by rice importing countries in the Far East for Burma rice. The comparable
price for the higher quality Thailand rice (5% broken) was about Tsh 1,300
per m.t. For the purpose of this analysis, the Mombasa c.i.f. price is a
more relevant indicator but this price has to be adjusted downward to
approximately Tsh 1,700 to account for the fact that Kenya imports a high
proportion of high priced grades whereas most rice consumed in Tanzania con-
sists of lower priced grades.

32. Tanzania's domestic ex-mill wholesale price for rice during the
years under consideration was just under Tsh 1,600 per m.t. (while the
producer price for paddy paid to the farmer used to be different from
region to region and varied between Tsh 500 and Tsh 630 per m.t.). The
mission lacks sufficient detailed information to arrive at a firm conclusion
about paddy and rice pricing in Tanzania but the impression is that the
domestic ex-mill wholesale price during those years was reasonably close to
import parity and that looking at paddy in isolation the goal of national
self-sufficiency was economically justified. The export goal, however, was
a dubious proposition unless Tanzania could find a market in neighboring
countries. Rice exports have taken place occasionally, to Zaire for instance,
but quantities involved are small and prices fetched are not known.
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33. As in the case of maize and wheat, the situation has recently
changed rather drastically. World shortages of cereals forced up rice ex-
port prices to unprecedented levels. Average 1973 f.o.b. Bangkok prices
were 140Z above the 1972 level and further substantial price increases were
recorded during the first half of 1974. The price is expected to come down
somewhat but the World Bank commodity price projections suggest that it may
not fall below three times the 1972 level. For_ Tanzania this means an import
parity price of probably no less than Tsh 5,000 per m.t. Whatever do6ubts there
may have been in the past about the economic justification for Tanzania's
self-sufficiency in rice, such doubts have been removed entirely by the
trebling of external prices. The competition between paddy and cotton for
land and other production factors remains an important complication, however.
Since an acre under paddy with no or little irrigation requires roughly the
same labor input as an acre under cotton (when grown under smallholder
condition) it is interesting to compare the returns to land inr terms of foreign
exchange earnings or savings for these two crops under 1972-1974 and projected
1980 international price conditions. For this exercise it is assumed that:

(a) the two crops are produced in the same area;

(b) the rice is consumed in Dar es Salaam and the cotton lint is
exported through Dar es Salaam so that Internal transport
costs are roughly the same for both crops;

(c) the average rice milling rate is 63% and that the lint cotton/
seed cotton recovery rate is 33%;

(d) the revenues from cotton seed sales are equal to the ginning
costs; and

(e) the average yield for smallholder paddy is about 950 kg/ha
and the average yield for seed cotton is about 400 kg/ha.

34. The table below serves to illustrate the rough orders of magnitude
of foreign exchange savings/earnings associated with the paddy/cotton substi-
tution problem.
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Smallholder Yield Estimated Foreign Exchange Earnings/
per Hectare Savings per Hectare /1 (Tsh)

1972 1973 1974 1980 /2

Cotton Lint 132 kg 634 1,030 1,978 1,470 (Export)

Rice /3 600 kg 1,020 2,400 1,877 1s801(Import subst)

/1 1972 and 1973: actual prices; 1974: estimated actual.

/2 World Bank price projection (in constant 1974 dollars) made in April 1974.

/3 The estimated foreign exchange savings per hectare under paddy only
apply to the situation where Tanzania is not yet or just about self-
sufficient in rice.

These figures indicate that in 1972 and 1973 a hectare under paddy contributed
more to Tanzania's balance of payments in terms of foreign exchange savings
than a hectare under cotton in terms of foreign exchange earnings. Recent
relative price shifts on world markets have changed this situation as the
table shows. The difference in favor of paddy has been eroded and the
foreign exchange advantage is projected to shift further to cotton. The
figures in the table above also indicate that in 1973 and 1974 Tanzanian rice
was a potentially exportable crop. But there was no surplus during those
years. The domestic ex-mill wholesale price (Tsh 1,600 per m.t. at the time
of the mission) was below export parity but World Bank price projections sug-
gest that the export parity price will probably fall below the domestic ex-
mill price within the next few years if domestic paddy and rice prices are
increased. (In terms of current prices the projected foreign exchange sav-
ing per hectare under paddy in 1980 is around Tsh 1,700).

35. Unless productivity in the production of paddy can be vastly in-
creased there is no economic basis for the promotion of smallholder rice as
an export crop. Substantial productivity increases are possible and needed
if only to justify continuation of the policy of self-sufficiency. Beyond
the production level required for self-sufficiency in rice, priority should
clearly be given to cotton if there is any competition between the two crops
for the same production factors. This conclusion is based on current world
market price expectation and current average domestic production costs for
the two crops. Evidently, the relative priority of crops may change over
time in the light of relative price shifts and/or changes in their produc-
tion function (productivity). The Government has to keep these matters
under constant review.

36. With regard to the domestic producer price for paddy, a substantial
increase could be fully justified in the light of current import parity prices
and the fact that Tanzania on balance is a marginal importer of rice. In view
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of the expected decline of world market rice prices, the mission recommends a
cautious approach to domestic paddy price increases. To avoid unintended and
undesired substitution effects, the producer price for paddy has tolbe con-
sidered in conjunction with the producer price for seed cotton and other im-
portant marketed smallholder food crops such as maize and beans. From the
average smallholder's point of view, paddy (at Tsh 0.57 per kg) was until
recently financially a more attractive crop than cotton (at Tsh 1.13 per
kg of seed cotton). The table below shows that with the new producer prices
that have been announced in November 1973 for the 1974 harvesting season the
two crops are about equally attractive.

Average Grower's
Yield Price Average Cash Yield
Per Ha Per Kj (Tsh) Per Ha (Tsh)

1973 1974 1973 1974

Cotton Lint 400 kg 1.13 1.50 452 600

Paddy 950 kg 0.57 0.65 541 618

In the opinion of the mission, paddy was overpriced in relation to cotton
lint until the new prices were announced. The balance has now been more
or less restored. If it should be decided to further increase the producer
price for paddy, a price increase for seed cotton should be simultaneously
considered.

Cotton Pricing

37. Cotton lint used to be auctioned but is now sold by the Cotton
Authority on a tendering basis f.o.r. Mwanza. Most of the crop is sold
three to six months forward. Local textile mills, who at current produc-
tion rates require about 13,000 m.t. of lint annually (or 18% of 1972 pro-
duction), receive no preferential treatment over agents for foreign buyers
and have a price advantage equal only to the export duty. The export duty
is currently 10% ad valorem or Tah 0.20 per kg, whichever is the greater.
At present and foreseeable cotton prices, the specific rate does not apply
and it is therefore fair to say that the export duty is 10% ad valorem. Most
cotton lint is exported to China and Hongkong (72% of the total in 972). The
average export price f.o.r. Mzanza received in 1972 was Tsh 5,215 per m.t.
The 1972 price for comparable quality Mexican SMI - 1/6" c.i.f. Liverpool was
Tsh 5,862. Tanzanian AR grade cotton enjoys a good reputation on world
markets.- Tanzania supplies only a small percentage of world cottonlexports
(less than 1%) and has no control therefore over export prices. 

38. The main cotton pricing policy issue in Tanzania concerns the
grower's price and the price stabilization fund operated by the Cotton
Authority (previously the Lint and Seed Marketing Board). The producer
price for AR grade has remained virtually unchanged at Tsh 1.13 per kg of
seed cotton since 1964. The Government recently announced a sharp increase
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in the grower's price to Tsh 1.50 per kg. The BR grade producer price has
in recent years been slightly more than half the AR grade price. This
discussion is limited to the pricing of AR grade because more than 80% of
Tanzania's cotton is graded as such. Generally a sizeable price difference
between AR and BR grade producer prices is desirable as an incentive to im-
prove or maintain quality.

39. The following table gives a rough comparison of the domestic cotton
price structure under the old and the new grower's price for AR cotton.

1973 1974

Price paid to grower per m.t. (Tsh) 1,130 1,500 /1

Union and society costs (Tsh) 132 132

Price delivered ginnery (Tsh) 1,262 1,632

Lint price equivalent (assuming
34.5% out-turn for AR grade) (Tsh) 3,658 4,730

Ginning cost per m.t. (Tsh) 370 370

Finance, insurance and other costs (Tsh) 30 30

Lint price payable by Cotton Authority (Tsh)4,058 5,130

Average export price f.o.b. Mwanza (Tah) 6,355 /2 8,390 /3

Margin to cover Authority costs (Tsh) 2,297 3,260

/1 According to price announcement made in November 1973.

/2 Provisional export statistics.

/3 Mission estimate.

The table clearly demonstrates Tanzania's comparative advantage in cotton
even when assuming for simplicity's sake that no profit is earned on the
sale of cotton seed. Cotton is so profitable from a national point of
view that even if the 1974 export price had not risen above the 1973 level
it would still have been possible to raise the grower's price by 33% - as
was done - and remain below export parity. At 1973 prices and production
(about 100,000 m.t.) the Cotton Authority, after deduction of its own costs,
is estimated to have accumulated a total surplus on AR and BR grades to-
gether of approximately Tah 150 million. Out of this surplus the Authority
financed an input subsidy scheme at a cost of approximately Tah 60 million
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which means that around Tsh 90 million was available to supplement the price
equalization fuud which already stood at over Tsh 200 million at the beginning
of the year. At 1974 prices the surpluses generated by the Authority may be
expected to exceed those of 1973.

40. The question may be raised whether all or part of these surpluses
should be passed on to the farmer in the form of higher producer prices,
whether the Government should increase cotton taxation (through export taxes
or otherwise) or whether the Cotton Authority should accumulate ever increas-
ing resources in the form of a price equalization fund. The f.o.r. Mwanza
price for AR grade cotton would have to drop to approximately Tsh 5,300
per m.t. before the Authority would have to start using the price equaliza-
tion fund resources to support a grower's price of Tsh 1,500 per ton of seed
cotton. World Bank commodity price projections suggest that such a drop in
world market prices for AR grade Mwanza cotton is unlikely during the remainder
of this decade. This points at the conclusion that it is somewhat irrational
to allow the accumulation of resources in the hands of the Cotton Authority
beyond what is required for the financing of an input subsidy scheme and other
worthwhile investments for the promotion of cotton. A substantial further
producer price for cotton seed1.could be fully justified both on economic and
distributional grounds.

Sugar Pricing

41. Sugar consumption has grown at very high rates in recent years and
Tanzania had to import some 50,000 tons in both 1972 and 1973. The c.i.f.
Dar es Salaam price of imported sugar has risen from about Tsh 720 (US$101)
per m.t. in 1970 to Tsh 2,200 (US$308) in 1973. World Bank commodity
price projections suggest that the world market sugar price for the rest of
the decade is unlikely to fall below the level achieved in 1973. The cur-
rent ex-factory price for semi-refined sugar in Tanzania is Tsh 1,080 1/ per
m.t. The wide margin between the domestic ex-factory price and the current
(and projected) import parity price clearly underlines the urgent need to
expand local sugar production to achieve at least self-sufficiency. The margin
is so wide that Tanzania could even export profitably if it had a surplus.
Sugar production is very capital intensive and expansion is limited by pro-
cessing capacity. Several large projects to expand production in Tanzania
are in hand and self-sufficiency is expected to be attained in the early
1980s. Should it be necessary to raise the producer price of refined sugar
in order for sugar factories to earn a reasonable return on investment, the
Government can safely do so within reasonable limits without incurring a
net additional cost for the economy as a whole. Similarly, there is con-
siderable scope for increasing the price of sugar cane payable to outgrowers
should that be necessary to stimulate cane production.

1/ "New" producers receive a premium of Tah 115 per m.t. over the normal
ex-factory price.
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42. The retail price of sugar was raised from Tsh 1.60 to Tsh 2 per
kg in 1972 and to Tsh 2.63 in early 1974. This is a pan-territorial uniform
price. However, as long as the retail trade is in private hands, it is necess-
ary to allow for a differentiation of retail prices reflecting differences in
transport cost between regional supply centers and places of final sale.
The lack of such differentiation has caused the disruption of supplies to
distant areas. The retail price in neighboring countries is considerably
higher than in Tanzania, a factor which is suspected to have led to the smuggl-
ing of sugar out of Tanzania. The present price in Tanzania is also much below
import parity at the ratail level. If Tanzania had to depend on imported sugar
for all its requirements, the retail price would probably have to be at
least Tsh 3 for importers and distributors to break even. Even though it
may be politically difficult to raise the retail price of an imported consumer
item like sugar, an upward shift at all levels in the trade (cane, ex-factory,
wholesale and retail) would probably be in Tanzania's best economic interest.
It would stimulate production by outgrowers, less cane would remain uncut,
capacity utilization in the Kagera factory would improve, consumption would
presumably decelerate and less sugar would leave the country through illegal
channels. The production of refined or semi-refined sugar is very capital
intensive. Its nutritional significance is limited. Substitutes that have
the same nutritional value but require much less capital such as jaggery
can be produced. For these reasons a poor country such as Tanzania should
not encourage refined sugar consumption through a low price policy.

Meat Pricing

43. Meat prices are controlled in most urban centers, but upcountry cattle
prices are not. Controlled meat prices used to be much below export parity level
but have been revised upward several times by appreciable margins during the
last few years. Meanwhile, international meat prices have also increased sharply
resulting in a continued disparity between domestic and external prices. The
underpricing of meat in urban centers seems to run counter to the Government's
rural development policies because it suppresses upcountry cattle prices. It
essentially involves the transfer of a subsidy from the cattle owner to the
urban meat consumer, as the cattle owner could have achieved a better price if
his animals had been sold for export. Underpricing at the consumer level tends
to suppress supply and encourage demand at the expense of other sources of
protein that Tanxania could produce in larger quantities than it does at present
(especially fish, poultry and pulse).

44. Cattle are one of Tenzania's major underutilized resources. The
scope for increasing beef production and export is enormous. The potential
probably exceeds that of any of the established export crops. The follow-
ing calculation purports to indicate the orders of magnitude of this potential.
Tanzania's herd size may be assumed to approximate 10 million head. .(Official
statistics indicate a figure over 14 million but preliminary results of the
1970 agricultural census indicate a much lower number). Total annual offtake
is around 9%, or 900,000 head of which less than 10% is exported. The re-
mainder is domestically consumed in the towns and rural areas. In some areas
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with improved animal husbandry standards the offtake rate is as much as
double the national average. A national average annual offtake of 14% should
be well within reach through the introduction of relatively simple manage-
ment improvements. This would release an additional 500,000 head available
for export annually (assuming a constant herd size of 10 million) which is
the equivalent of 62,500 m.t. of beef (approximately 125 kg per animal). At
current world market beef prices (approximately US$1,000 per m.t. f.o.b. Dar
es Salaam) the additional beef production is worth nearly US$70 million
(Tsh 490 million) annually.

45. Upcountry cattle auction prices vary considerably, but for the
purpose of this crude analysis an average of Tsh 300 per 250 kg animal may
be taken as an approximation of the current "producer price". At this price
the cattle owner receives only Tsh 2.40 per kg of salable meat which is
less than one-third of the export value of the same beef after processing.
Even when allowing for full trading, transport and processing costs, in-
cluding losses due to weight reduction and deaths, the upcountry cattle
price in Tanzania is appreciably below export parity.

46. Increasing commercial offtake rates is, of course, not exclusively
a matter of price policy. The relative significance of meat and cattle
prices, however, as a factor determining the outcome of Tanzania's efforts
to increase the productivity of the sub-sector may have been underestimated
in the past. The need for the commercialization of traditional herds is
great in view of the increasingly serious over-grazing problem in many
parts of the country. Large resources could be mobilized for economic
development through the culling of excess stock (which would at the same time
improve soil conservation). To the extent that price policy is an instrument
that could assist in achieving this end, it should not be left unused.
There is enough room to maneuver; upcountry cattle prices are at present on
average probably no more than 60% of export parity. Another approach to the
solution of overgrazing problems would be to open up new areas for grazing
that are presently tsetse infested. The mission does not see these as
alternatives, however. Both have to be pursued. Tsetse clearance requires
much capital and can only be done gradually. Newly cleared areas are
usually open to controlled grazing only. It is in the areas of uncontrolled
grazing that the overgrazing occurs.

Price Stabilization Funds

47. In I socialist economy where the Government cdhtrols the producer
or into-store prices of most important crops and where a very large' part of
the nation's income is earned in the public sector, the need for separate
funds to stabilize prices or incomes is greatly reduced. The only separate
price equalization fund in existence in Tanzania today is the one for cotton.
Some comments on the special circumstances surrounding that fund were made
in paragraphs 39 and 40. The Government does in fact stabilize thelprice of
many other important crops including some export crops such as cashew and
pyrethrum even though it or the relevant marketing parastatal does not operate
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a separate price stabilization fund. The only important crops the producers
of which do not enjoy at least some protection against excessive price fluctu-
ations are fruits and vegetables. The mission does not recommend the estab-
lishment of additional funds to stabilize the prices of these, or other, less
important agricultural products such as poultry, eggs and fish.

48. On many markets, expecially the markets for perishable products,
price fluctuations perform an important regulatory function and frequently
have an income stabilizing effect. Attempts to stabilize prices in those
circumstances could well have the perverse effect of destabilizing incomes.
This applies also to the pre-planting price announcements by Government which
have now become part of the system for most non-perishable crops such as
maize, wheat, paddy and beans. The weather is probably the major variable
determining short-term fluctuations in supply. Since the weather during the
growing season is unknown at the time of the pre-planting price announcement,
and since the Government is presumably as much interested in stabilizing
prices to consumers as in stabilizing the incomes (or at least in guaranteeing
a minimum income) of smallholder farmers, the introduction of a more flexible
price announcement system might be considered. The Government could reserve
the right to revise its pre-planting price announcement upward or downward
by a certain maximum margin depending on the size of the harvest estimated
towards the end of the growing season.

49. Sisal and coffee are two special cases. In the case of sisal the
main argument against price stabilization is the great uncertainty about
the longer term price trends for the fiber. Moreover, between 50 and 60% of
the crop is produced by a public corporation which does not require price or
income stabilization. Smallholder production of sisal is insignificant.
The wages of sisal cutters on state owned and private estates are already
controlled by the Government. To some extent the sisal price receivable by
the producer is in fact stabilized through the operation of a steeply pro-
gressive export tax which was introduced in mid-1973 in response to sharply
increased sisal export prices. A precipitous fall from the current high
prices would not affect the domestic producer proportionately; Government
revenues would absorb most of the shock.

50. The export tax on coffee performs a similar function as the one on
sisal. Because of this and the expectation that world market coffee prices
will remain strong in the foreseeable future, the mission does not feel that
there is any special need for a fund earmarked for the protection of coffee
producers against a fall in coffee prices. With respect to fruits, vege-
tables, fish, poultry, eggs and other perishable agricultural products, it
may become possible in some areas to introduce some measures to protect farm-
ers and fishermen against extreme price and income drops after the completion
of a chain of cold storage facilities presently under construction. The
Government would then be in a position to act as a buyer of the last resort
(in order to prevent prices from falling below a certain level) and absorb
sharp fluctuations in supply.


