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l. General Information

Grant Agreement No.: RUD — STA- 008
Grantee Institution: Rural Urban Development Initiatives (RUDI)
Project Title: Expansion of Warehouse Receipt Programs for rice and

maize in  Kilombero, Iringa Rural and Handeni districts of

Tanzania
Type of report: Quarterly
Period covered by this report: From 1% April 2011 to 30th June 2011.

Il. Background

USAID-COMPETE PARTNER FUNDING SUPPORT TO RUDI

April to June 2011 report

This report from Rural Urban Development Initiatives (RUDI) is for the 2nd for 2011
covering USAID COMPETE support to RUDI for 2 years period. The report covers the
activities achieved during the quarter.

Project overview
RUDI is implementing two years project on Warehouse expansion in three districts of

Tanzania — Iringa Rural, Handeni and Kilombero. The project is funded by USAID
COMPETE.



1l Executive summary

The primary objective of the COMPETE grant to RUDI is to assist smallholder rice and
maize farmers in three districts of Tanzania — Iringa Rural, Kilombero and Handeni. The
grant aims at assisting three Associations in the three districts to establish collective
marketing through WRS, procuring milling equipment and convert paddy to milled rice
and maize to flour at the source. This is expected to lead to a tripling in the value of the
milled rice/flour and contribute to better returns to the farmers. This activity also assists
the finished rice/flour product to be traded across the region without further transport
to a processor.

Table 1: Summary of warehouses supported by the project June 2011

No. | Warehouse/Group Membership

Total Women
1] Mangalali 72 22
2] Lumuli (New) 73 27
3| Magubike (New) 70 39
4| ldodi (machines) 207 95
Subtotal 422 183
5] Mbingu 104 35

6] Mang’ula,in “A”

(Machines) 106 46
7| Mkasu (Machines) 234 102
8| Vijana Mbasa (Machines) 45 20
SUB TOTAL 499 203
9] Amani 300 172
1( Suwa 85 40
SUB TOTAL 385 212
GRAND TOTAL 1306 598

Activities carried during the months of April 1* to June 30, 2011
APRIL 2011

1. Milling Machines Business
a) Mang’ula “A” milling machine

The Mangula “A’ rice milling machine has been established and was supplied by RUDI through
COMPETE program. The machine started operations on 26" May 2011. The machine house was
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donated by the Mang’ula A village government. In fact the village vacated their office to give
way to machine installation. This was a great commitment from the local communities as they
see the milling machine would benefit not only the association members but also the entire
community.

The machine was officially inaugurated by USAID Mission Director on 27" May 2010 during the
USAID sponsored Feed the Future (FtF) partners meeting which was held in Kilombero. The FtF
workshop participants visited the Mang’ula A milling machine and were impressed by the
achievement made and results achieved through RUDI facilitation.
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Fig. The sign post at the Mang’ula milling machine
The operation and management of the milling machine

The rice milling machine has been in operation for about 2 months but with very low capacity
utilization. The amount of paddy milled per day is average 500 kilograms compared with
machine rated capacity of 2 tons per hour. The association is providing the milling services to
individual farmers at a fee because the harvest season has just started and the association has
no paddy in the warehouse.



WRS and the Milling machine are separate businesses but closely linked. It is proposed the
paddy in the warehouse to be paid for at a price of paddy on milling date. This way the bank
loan will be paid and the members with cash who do not want to process their paddy can be
paid. This is an area which needs RUDI guidance. The association requested RUDI look for the
rice market. This season the members have agreed to store minimum 10 bags of paddy per
person using WRS. The warehouse capacity is 100 tons

The inside of the Mangula A milling machine.

The milling machine is managed by a milling committee composed of 7 people. There is also a
hired machine manager who works closely with a milling committee of five members who elect
one member to supervise work on daily basis. Because the milling business is new the
committee members work as laborers to weigh the paddy and record individual transactions.
There is a hired machine operator who is also a technician and is assisted by one assistant. The
milling fee is currently fixed at Tsh 40 per kg of paddy milled.

Each farmer who brings paddy to the mill is given a receipt which shows the weight of the
paddy and cash paid. This work is done by the committee member on duty. The same
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transaction is recorded in a counter book kept by the manager. At the end of the day the
manager hands in the money to the secretary of the committee after reconciling the figures
with the member on duty. The secretary issues a receipt to the manager which shows the kgs
milled and corresponding cash received.

The association opened a special bank account and the money is kept by the association
secretary.

There is a very heavy management structure which needs to be improved. The overhead costs
are apparently high.

Other operational costs include cost of electricity. The power utility company TANESCO
installed a smart meter located at the nearest pole and the meter cannot be read by the
association members but the units are sent by mobile phone SMS from TANESCO HQ in Dar es
Salaam. Up to the time of reporting the association did know how much electricity had been
consumed for the last 2 months.

The challenges faced by the association include the poor road linking the machine site with the
main road. There are potholes which are discouraging the traders from using the machine to
mill their paddy.

The association was advised to prepare a business plan and at the end of each month they
should prepare a financial report to show whether they were making profit or loss. The
current price of mixed rice in June was between Tsh. 800- 1000/= per kg.

b) Mkasu Farmers Association ( MFA)
Mkasu Farmers association has 220 members with a potential to include all the 691 village
households. The association has held discussions with the cooperative UKICU to use the idle
warehouses in their village. They have already renovated one warehouse with a capacity of 100
tons. The warehouse is built of corrugated iron sheets.

The association got another warehouse for installation of milling machine. With support from
the District Council chairman (standing in the picture below) they managed to be allowed to use
the UKICU warehouse (lower picture) to install the rice milling machine.
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Mkasu village meeting addressed by the District Council Chair Mr. Ramadhani Kyombile

(standing) during the handover of warehouse to Mkasu farmers Association on the 9" June
2011.

The operation and management of the milling machine
Mkasu Farmers association acquired a warehouse from UKICU (below) to install the machine.
This warehouse was part of the cotton ginnery and therefore there is three phase electricity

nearby which needs to be connected to the machine room. The Association members however
have a big support from the village government.
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Te UKICU warehouse which has been
installation of rice milling machine.

The association has already formed a milling committee of 6 people. This will be closely linked
to the warehouse committee. Each member has agreed to deliver at least 5 bags of paddy to
the warehouse under the WRS. This will be processed into rice and sold collectively. The
association has requested RUDI to assist them to get a reliable buyer of their rice when it starts
operations in July 2011.

The role of Apex in the association milling machines and the linkage to the warehouse receipt
System.

The AKIRIGO apex is very active in supporting the associations. They participated in the
negotiations with the cooperative (UKICU) and they were also present during the handover of
the warehouse to install the milling machine. They also witnessed the official signing of the
handover contract with UKICU.

AKIRIGO has also included this association for the bank loan to pay for advance payment to
farmers. The Engineer is expected to install the machines the third week of July 2011 ready for
operations in August, 2011.




¢) Mbasa Vijana Farmers Association.

Mbasa Vijana Farmers Group has 45 members. They have experience in rice milling
operations and therefore they have expanded their operations after installing the new
machine supplied by USAID COMPETE.

The machine has already been installed.

The Mbasa association has started construction of a new warehouse for storing rice after
processing. The warehouse is expected to cost additional Tsh. 5 million to complete
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The operation and management of the milling machine

Mbasa Vljana has a long experience in the management of the rice milling machines. The
group had earlier subscribed to the idea of subcontracting the management of the milling
machine to an individual who would provide milling service at a fee. The private investor
would build the warehouse and pay for installation costs. The profits from the milling
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machine will be shared with the association at 40:60 where the association will get 60%.
They however agreed with COMPETE requirement that the machine has to be owned by the
association.

The Mbasa association will use minimum operation costs based on their experience as
follows

One machine operator will have one assistant, 4 laborers and 1 security guard. The
laborers will be paid on the number of bags they handle per day. The association will
establish a milling committee which will appoint 1 member to supervise operation on daily
basis. The milling fee will be comparable with other milling machines in Ifakara which is
currently Tsh. 40 per kg of rice.

The profit from the milling machine will be distributed as follows
- Machine account (Depreciation) 40%

- Farmers ( members) 40%
- Association 15%
- AKIRIGO (linkage fee ) 5%



New warehouse for Mbasa association which will be used as rice store.

The role of Apex in the association milling machines and the linkage to the warehouse
receipt System.

Mbasa Vijana sees the role of AKRIGO apex to be more in WRS operations. Since the milling
machine and the warehouse are two different businesses the Apex has to pay/buy the paddy
from the warehouse at the market price before milling into rice in order to comply with bank
conditions. The bank loan collateral was the paddy in the warehouse. The paddy to be
processed will come from any of the warehouses and therefore there will be no need to have a
paddy warehouse at the machine site. The processed rice will therefore be owned by the apex.
The apex will sell the rice and then send all the sales proceeds to the farmers who deposited
the paddy in the warehouse. They gave an example that the current price of paddy is Tsh.
50,000/=. If the same bag of paddy is processed to get kgs 65 of paddy at the current price of
Tsh. 1000 per kg the same bag of paddy will have a value of Tsh. 65,000/=. If you subtract the
milling cost of Tsh. 4,000 per bag. The milling operation will have a value added of Tsh. 15,000 -
4,000 = 11,000/= per bag. The farmers will therefore get at least Tsh 10,000 per bag or Tsh. 100
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per kg of paddy stored in the warehouse as second payment. The farmers will also get their
share of the profit from milling machine as a third payment

d) Mbingu Farmers Association

Mbingu farmers association (MFA) has 104 members. The association bought a piece of
land (about 1 acre). Built the machine building. The same plot is planned to accommodate
office building and the association warehouse. The building will cost Tsh. 7 million. The
building cost has been financed by shareholding of the association members where each
contributed equivalent of 3 bags of paddy at a current value of Tsh. 30,000 per bag. This
means each member will invest in the milling machine with shares worth TSH, 90,000/=

The operation and management of the milling machine

The farmer’s association executive committee has formed a milling committee of 6 people
to manage the milling machine. The committee will work very closely with the warehouse
committee because the two businesses will be linked by the milling machine.

The association was of the opinion that the entire paddy stored by farmers in the
warehouse should be processed into rice. The warehouse committee will use the services
of the milling machine at a fee which is currently Tsh. 40 per kg of rice. The rice from | bag
of paddy is 65 kgs @ 1000/= Tsh. 65,000/=. This means if the price of paddy in say
November was Tshs. 40,000/= then there is a value addition of Tsh 21,000 per bag or 210
per kg of paddy stored in the warehouse. This means a farmer who stored paddy in the
warehouse will get Tsh. 65,000 instead of 30,000 at the time of harvest.

The role of Apex in the association milling machines and the linkage to the warehouse
receipt System.

The association felt that the role of the AKIRIGO Apex is in linkage with the banks and other
donors for funding and other technical support. The Apex is the one coordinating the bank
loan which takes paddy as collateral. This means the paddy from the warehouse has been
paid before s processed. The association has also to pay for the milling fees at the day of
milling before the rice can be sold. The paddy will not be processed unless there is a solid
order from the buyer. This might require contractual agreement for the buyer of rice to pay
in advance. The challenge is how to link the two businesses. RUDI has been requested to
assist to look for reliable buyers.

This season the MFA members have agreed to deposit each at least 25 bags of paddy in the
warehouse

The MFA had the following suggestions on the division of the profit from the milling machine
- Farmers ( members) 50%

- Machine Account (depreciation) 15%
- Community development 5%
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- AKIRIGO 5%

The Mbingu milling machine is expected to be installed at the end of July ready into
operation in August 2011.

d) Idodi Farmers Association.
Idodi Farmers Association has 207 members. The association was allowed to construct a
machine house next to the village warehouse. The machine has been installed is expected to
be start milling at the end of July, 2011. The Milling machine is expected to be inaugurated by
Honorable William Lukuvi (MP) who is the Minister in Presidents office responsible for policy
and parliamentary affairs by August 2011.

The association has a big support from both private and public. For example the members have
bought shares each Tsh 100,000 to construct the house for milling machine. The MP for the
area has contributed 50 bags of cement and 50 corrugated iron sheets.

The operation and management of the milling machines

The operation of the milling machine will be managed by a committee of 5 people for the first
month only. After that milling machine management will be contracted out.

The milling machine business will be different from WRS. The WRS operation will be managed
by a separate committee. It is expected that Idodi farmers will store 90% of their paddy in the
warehouse and keep only 10% for their immediate needs. This means they badly need a loan
from Stanbic for advance payment to farmers when they deposit paddy in the warehouse.

The distribution of the profit from the milling machine will be distributed as follows.
- Framers ( shareholders) 50%

- Machine account ( Depreciation) — 20%
- Investment Account 20%

- Association (IFA) 5%

- Community Development 4%

- Apex—1%
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Idodi village warehouse which will be used by association for WRS

The organizational chart of the milling machines.

Mbasa Association is the only one which knows the business of milling machine as their chair
person has been running the business for many years. Their model could be the starting point.
Later the management can be refined and improved.
Each association has agreed to form a committee of 5 people to supervise the milling machine.
The committee will select one member to supervise once a week. The milling committee will
report to the executive committee of the association. The milling machine will employ 2
permanent staff who is the milling manager and his assistant. The milling manager is the one
who will process the paddy and also supervise the laborers. Each machine will employ at least 4
laborers on a daily basis.

- Receiving and loading to the destoner — 2 laborers. These will be paid on the number of

bags they handle per day. Currently Tsh. 200 /= per bag
- Collection and weighing of rice from the mill — 1 laborer
- Security watchman —1 person
13



- The committee supervisor — 1 person who will be paid an allowance of say Tsh. 2000/=
per day.

The milling machine organizational chart.

ASSOCIATION DT RUDI
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Apex Association 4 \
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RICE MILLING filling Committee
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2. Training on post harvest, grades and standards in Limuli, Magubike, Mangalali,
Kaning’ombe and Idodi. (Attendance 458 farmers (232 F)

During the quarter the project conducted Post harvest, grades and standards training to
Mangalali, Magubike and Lumuli Association members.

The objectives of the training was to enhance the understanding of farmers on appropriate
grain storage so as to reduce post harvest loses estimated to reach 30% to 40% in Tanzania and
to promote farmers on how they can organize themselves to aggregate volumes of grains so to
have structured trading systems at their village level.

PARTICIPANTS
The training on was conducted for eleven days and the attendance was as follows:-

Gender
Associations | Me | Fe Total
Mangalali 60 | 30 90
Magubike 66 | 69 135
Lumuli 61 | 89 150
Idodi 99 44 143
Total 226 | 232 458

The training was done through group discussion, lecture, brain storming, role playing, and buzz.
etc

3. Sensitization on Government support programme awareness 250 (143 F)

From 24" to 27" May 2011, the project conducted awareness creation on government
support program to Amani and Suwa farmers in Handeni district. The purpose of the
training was to create awareness to farmers on what the government supports the
farmers. The training was supervised by the RUDI —Handeni district manager.

THE PARTICIPANTS.

A total of 250 farmers participated the training in both villages as follows:-
(i) Amani male 94 female 61 total 155
(ii) Suwa male 49 female 46total 95
Total male 143 Female 107 total 250
THE FACILITATOR
The training was provided by the district co-operative officer, Mr. Emile Phillipo

Although the training was provided to only 250 farmers from both villages, the
15



Training is expected to benefit about 11,000 people who live in these villages
Because the information on how to access the government opportunity is spread
to all villagers.
The benefit of the training are:
(i) The farmers now know which supports are provided by local and central
government.
(ii) The farmers have assured by the district Co-operative to be assisted
when they will start seeking government supports
(iii) The ward councilor has committed to work closely with the Associations.

4. Training on Eastern Africa maize standard to SUWA and Amani Associations June 9-10,
2011, participants 100 members, (44 F)
During the reporting time, the project conducted Eastern Africa maize standard to
SUWA and Amani Association members. The objective of training was to impart skills to
maize farmers on Eastern Africa maize standards as they are applicable when trading
maize.
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A building to house milling machine in SUWA Photo take May 2011, Building completed June
2011.

Participants

S/No | Farmers Association Female Male Total
1 Suwa 24 26 50
2 Amani 17 33 50
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Grbup of farmers who attended training at Amani

A new development at Amani is that they are in the process of forming SACCOS most members
are farmers who make Amani Farmers Association. They started to operate as VICOBA this past
season whereby apart from their share contributions they managed to get a PRIDE loan of 8
million that was used for inputs. They have agreed that payment will be in maize equivalent.
Thus they are expecting to collect more than 500 bags of maize all of which will be bulked.

5. Repair warehouses (Limuli and Magubike), milling machine purchase Idodi

During the quarter the project repaired warehouses for new USAID COMPETE Associations
Limuli and Magubike. The warehouses will store maize under WRS this season. The project also
purchased and install milling machine for Idodi Association.

6. Visitors from USAID COMPETE
During the quarter Isaac Tallam visited USAID COMPETE supported Associations 18 to 20 April
2011.

Aim of the trip: Follow up on preparation for milling machine installation at Ifakara, Mang’ula

and ldodi
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Met Association leaders and discuss various issues concerning the project. Develop plans with
RUDI team on installation and management of milling machines.

Stephen Humpreys and Isaac Tallam visited Mang’ula and Kongwa. Attended Feed the Future
meeting in Kilombero as well as attending the Mang’ula milling machine launch by USAID
Tanzania mission Director.

Main challenges during the quarter.

During the reporting period we encountered the following challenges:
i) Rise in prices of rice milling machines
ii) Long process of installing the milling machines
iii) Farmers act very slow to raise money to purchase shares for milling machines project
iv) Unexpected high prices for commodities
v) Long process to acquire land to install milling machines.
vi) Export ban of commodities.
vii) Bad infrastructure after rain reason.
viii) Unexpected flood in some areas such as Mbingu
ix) Long process of raising money to build house for the machines.
x) High cost of transporting and installing milling machines.

Plans for July/August 2011
i) Continue to conduct training of producers and business operators
ii) Continue sensitization on Warehouse Receipt System
iii) Continue to repair warehouses, maintenance and Insurance
iv) Purchase one moisture meters
v) Purchase PPP bags
vi) Support development of business plans for milling machines business
vii) Continue training on standards
viii)Continue collect analyze daily price information
ix) Conduct training seminars in rice/maize drying procedures

x) Continue sensitize farmers on government programs for small farmers
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