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I.EXECUTIVE SUMMARY AND MAIN RECOMMENDATIONS

Rice

Key findings

. Increase in consumption (5.4% annually) exceeds annual population
growth (2.88%).

. Tanzania total production in 2010 was about 900,000 metric tons (mt).

However, the mainland and Zanzibar import respectively 8% and 85%
of their consumption to cover domestic demand.

. The annual supply deficit in the EAC region is 3.3 million mt, which is
met by imports.

. 90% of production is by smallholder farmers (SHFs) , with production
concentrated in Mbeya, Morogoro, Arusha, Iringa, Mwanza and
Shinyanga regions.

. Productivity is very low (2mt/ha milled rice) compared to the Africa
average (4mt/ha) and wotld average (4.5mt/ha)

Principal opportunities
. Potential to double productivity .

. Regional traders and SME millers could supply other critical services,
e.g., inputs, extension, market Information, equipment, etc.

. Large commercial investments are emerging (e.g., KPL).

Proposed strategies
1. Promote irrigation schemes as production-aggregation and service-
delivery clusters through three initial entry points:
J Kilombero Plantations I.td -outgrower scheme.
J SME Millers & Regional Traders - market linkages with
Bakhresa Group.

. Dakawa, Kolongoro and Sanjo- (e.g., TANRICE) - joint
venture ownership model.

2. Promote market based approaches for upgrading the rice sub sector in

Zanzibar.

3. Strengthen the capacity of critical service providers servicing above
clusters.

07/29/2011

Maize

Key findings

+  Global increase in maize production and trade.

*  Maize is strategically important for food security.

*  Regional trade increased 35% between 1999 and 2008.

+ National maize production was estimated at 3.65 million mt in 2007,
with yields from 1.3 to 3 tons per acre.

*  Maize trade driven by millers through independent agents.
+  Export bans constrain investment in productivity and storage.

Principal opportunities
+ Intensify product aggregation and production services.
+ Support potential change drivers.

Proposed strategies
Promote clusters through:

1. Three dynamic integrated market channels with considerable — growth
potential: millers, institutional buyers and large traders.

2. Increasing producer options for financial services, improving farmer
access to markets, credit/tractor/ transport setrvices, thereby stimulating
demand for these services.

3. Inventory credit/warehouse receipts scheme model.

Block farms model.

NAFAKA Value Chain Assessment 6
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2.1.INTRODUCTION: OBJECTIVES & METHODOLOGY OF THE VALUE CHAIN ASSESSMENT

OBJECTIVES:

e |dentify and map key value chain actors in the
Tanzanian rice and maize value chains, the
functions they serve and the relationships
(governance) among them.

e |dentify critical services on which the
performance of these value chains depend.

e |dentify opportunities with the greatest
potential to transform these value chains and
the factors preventing private actors from
taking advantage of them (constraints).

e Evaluate the scope and scale of these
opportunities (gross margin analysis).

e Benchmark the Tanzanian rice and maize
sectors against regional and international
competitors to confirm areas where Tanzania
can be more competitive.

e Posit a set of interventions (action plan) to
overcome constraints and facilitate greater
private sector investment.

® Propose Strategies to :

e Optimize food security and nutrition
impacts;

e Ensure opportunities for value chain
participants regardless of gender;

e Mitigate negative environmental
impacts from investments.

METHODOLOGY:

The value chain analysis process

Benchmarking
against

Mapping
actors,

functions, &
relationships

competitors in
End Markets

Vet
Collect Findings/

Data

Develop
Action
Plan

Opportunities

and their
constraints

Regional Policy Regional
Environment Markets

National / Local / Informal

Enabling Environment m m

Financial Services
Wholesale Mkts

Input Services

Processing

s |

Consolidation

Extension and

Equipment Services

Information Services

Production
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APPROACHES SEEK TO:

2.2 INTRODUCTION: MARKET DEVELOPMENT AND FOOD SECURITY

MARKET-BASED

Create incentives for
investment.

Increase productivity.
Increase efficiency.
Lower consumer prices.

Deliver food where and
when it is needed.

07/29/2011

DEVELOPMENT OF THE RICE AND MAIZE

VALUE CHAINS CAN ENHANCE FOOD
SECURITY

Availability

*Significantly increased rice and maize productivity and
total production.

Access

*Higher productivity results in lower prices and higher

incomes for producers, increasing their capacity to source

sufficient volumes of quality food.

*Investment in improved storage infrastructure helps
ensure food is available when and where needed.

Utilization
*Lower food prices increase net disposable income of
poor households, enabling them to diversify diets.

*Encouraging crop diversification and embedded value
chains (e.g. poultry, vegetables) for rice and maize
producers through support to agro-dealers) increases
incomes and dietary diversity.

Sustainability

eIncreased private sector investment in producing more
food, of more varieties, when and where it is needed
helps ensure sustainability.

NAFAKA Value Chain Assessment

FOOD SECURITY
APPROACHES TO

DEVELOPMENT SEEK TO

ENSURE THAT:

Food is available in quantity and
quality required to meet food
security needs.

Food is accessible where and
when required at affordable
prices.

Utilization of food meets and
exceeds nutrient requirements
(vitamins, protein and
carbohydrates) for all individuals,
but especially mothers and infants.
Sustainability of food supply is
enhanced when interventions are
private-sector driven.



2.3.INTRODUCTION: THIS ASSESSMENT AS DISTINGUISHED FROM PREVIOUS ASSESSMENTS

DISTINGUISHING FEATURES OF THIS ASSESSMENT

Rice Maize
- Focus on Kilombero and Mvomero districts and - Focus on Kongwa and Kiteto Districts.
Zanzibar where production and other dynamics are
unique. - Addresses specific production dynamics for Kongwa
and Kiteto.

- Assesses Zanzibar policy and regulatory framework. ) .
Addresses food security, nutrition, and gender-based

constraints.
- Addresses food security, nutrition, and gender- based
constraints. - Pinpoints investment opportunities, identifying strategic
actors that will benefit producers and firms in these
- Pinpoints investment opportunities, identifying strategic two Districts
firms (change drivers) that will benefit producers and
firms in the two districts in Morogoro and Zanzibar. ~ ©  Proposes business models of intervention in for
Kongwa and Kiteto.

- Proposes business models for intervention in specific
value chains in Morogoro, as well as a tailored
intervention (developing services market) for the unique
environment in Zanzibar.
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3.1. FOOD SECURITY AND NUTRITION ISSUES

FOOD SECURITY AND NUTRITION

RICE MAIZE

e 2nd largest contributor to household caloric consumption, * Maize flour contributes 587 kcal (unit of energy) per person per day and
after msjuze. . . maize flour 254 kcal per person per day.

* Pe(ri Cﬁ%;a C(E?lsuthUOP of maize de(cireased}llaet\xzeen 2001 * Annual consumption of maize is now estimated at 3.24 million mt.
grelrio 4 while that ot rice increased over the same * In 2010, maize provided around 43% of the recommended daily caloric

e Per capita annual consumption of rice increased from 20.5 intake a.n’d about 82 kg per capita per year. o
kg in 1998 to 25.4 kg in 2007. * Tanzania’s Food Self Sufficiency Ratio was estimated to be 112% in 2007.

* Between 2006 and 2009, the average ratio of domestic consumption of maize
to total food availability was 85.5%, implying a surplus of maize available
after domestic consumption of 14.5%.

* Opportunities for support of fortification initiatives of WEP and others.

e Rice is progressively becoming an important source of
calories, (8% of total calorific intake).

e Potential to increase incomes and nutritional status from
inter-cropping and rotation, i.e. horticulture and legumes, is
high; however, deliberate promotion strategy is required.

e Rice is blended with other cereals and nuts to prepare ®HBS 2000-01
highly nutritional mixes (e.g., nutrition-rich “Lishe” for 587
infants and children), promoted by Tanzania Foods and 600 1
Nutrition Centre (TFNC). 500 1
400 -
) 264
NOTABLES g 9007 169
* Tanzania is generally self-sufficient in maize. @ 200 1 M3 o, . .
* Nutritional insecurity is a bigger threat than caloric g 100 - ax am 40 46
insecurity, especially among pregnant women and é 0 —
infants, though Tanzania suffers from both. né E E né E o % E % E E
¢ Small holder productivity and income gains from E o § i = g = E 3 ﬁ E
rice, maize and complementary crops needs to be E E & = % x |og_a % o ; Eo2
maximized. ® & B 23 wg £ O 4
* Capacity of agro dealers to deliver nutritional © % é 2 % S %
information, seeds, inputs and extension services for @ g % 5 %
nutritional short season crops requires strengthening. (= § ﬁ
Q
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3.2 FOOD SECURITY AND NUTRITION (lllustrative for regional FtF strategy)

V‘ Tanzania Malnutrition is most prevalent in young children (under- Note:
Underweight: 17% ﬁye) fr.orrjlxthe dpoqrest angl rurgl ?o.useho.lds, while NAFAKA will coordinate with
i A Vitamin A and micronutrient deficiency is most common MarketBased Soluti
ng o among children, and pregnant and lactating mothers. arker-Dasea J olnnons
S g A4 fortification initiatives.

Increase trade flows
+ Supportregional aflatoxin controlinitiatives

Problem: Currently, 50% of * Strengthen coordination of WFP, FFP & Goal: Reduce food
children are stunted in East OFDAwith regional producers & traders to insecurity and malnutrition
Africa FTF focus countries. significantly expand local purchase programs through increased
Poor nutrtion costs these for chronically food insecure availability and accessibility
countries as much as 6% of of staple and micronutrient
their potential GOP » Conductregional assessmentto establish dense foods
public and privately held strategic stocks of
staple foods
Support Strategic Partnerships | ‘ Support Regional Services
» Developharmonized forification and food « Identify nutrition points of entry in regional value
safety standards and quality control chains
« Support R&D for nutrient-rich crops and social » Address patent, quality control and cross border
marketing to ensure consumer acceptability *— issues formanufacturing and supply chains for
« Supportnutrition-sensitive value chains Ready to Use Therapeutic Foods (RUTF)
through regional standards development & » Promote best practices for safe water-irrigation-
dissemination watershed management

07/29/2011 NAFAKA Value Chain Assessment 13
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4.1: RICE MARKET IN PERSPECTIVE

4.1.1:World Rice Market

ORLD AR del: » POR OTAB
P pal Re 0 20 ernational Trade in Rice on tonne
2011 IMPORTS 2011 EXPORTS Asi .
January April . January April ovieon South East Asia remains both
f’cast f’cast f'cast f'cast the largest exporter — and

WORLD 314 31.8 +0.4 WORLD 314 31.8 +0.4 importer - in the world
ASIA 15.1 15.5 +0.5 | ASIA 24.4 24.7 +0.3 Prices are primarily determined
Bangladesh 0.7 F 1.2 F +0.5 Cambodia 1.6 F 1.4 F -0.2 within national borders; much
China (Mainland) 0.5 F 0.4 F -0.1 China (Mainland) 1.0 F 0.7 F -0.3 of the rice is traded on a
g:gca; (Taiwan 0.2 F 0.4 F +0.2 India 25 F 2.3 F -0.2 response-to -tender or on a
Korea DPR 0.4 F 0.2 F -0.2 Myanmar 0.8 F 0.4 F 0.4 negotiated govern@ent —to.—
Malaysia 09 F 1.1 F  +0.3 | Pakistan 18 F 2.7 F 09 government negotiated basis.
Philippines 17 F 13 F 04 [vietNam 65 F 7.1 F +06 The 2011 rice world harvest is
AFRICA 9.8 9.8 -0.1 AFRICA 0.6 0.3 -0.3 estimated to climb to 720
Nigeria 2.0 F 1.9 F -0.1 Egypt 0.3 F 0.1 F -0.2 million mt.
Cameroon 0.5 F 0.4 F -0.1 NORTH AMERICA 35 34 -0.1 Tanzania is not considered a

LATIN AMERICA & THE : :

CARIBBEAN 2.5 2.6 +0.1 rice picture .

Uruguay 0.7 F 0.9 F +0.2
G: Official Figure; F: FAO forecast/estimate.

WORLD RICE FLOWS 2011
World import flows in 2011
15.5 mil \F * Asia will become a net importer of rice absorbing 15.5

07/29/2011
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million tons in 2011.

» Aggregate imports by African countries in 2011 are set to
reach 9.8 million tons.

* Supply shortages in Cameroon and Mozambique are
expected to result in higher imports of 400 000 and 380
000 tons respectively

15



4.1.1:World Rice Market contd

Key Trends:

* 2011 world rice exports increased
to 31.8 million tonnes in 2007 from
27 million tonnes in 2002.

* Thailand, Vietnam, Bangladesh,
China, India and Indonesia are the
largest producers .

* Prices increased steadily until 2008,
then declined.

* World average rice yield has
doubled from mere 2.0t/ha in 1965
to just over 4.0t/ha in 2007.

07/29/2011 NAFAKA Value Chain Assessment 16



4.1: RICE MARKET IN PERSPECTIVE 4.1.2: Regional Rice Market
EASTERN AFRICA MAJOR MARKETS: RICE PRICES TRENDS (USD/T) - JANUARY - JUNE 2011

1200
1000
- == == S R = = = = =
- - et L —
s — o Ty,
wmng Ty - - LT
G e, Vi, ot
o0 1 m—— —
— e
- - -
— - - == * Mairol : KE
- s Kigali : R\W
Dar es salzam : T2
= = Kampala : UG
Ak
200
i}
December-10  January-11  February-11  February-11 March-11 April-11 Aprl-11 May-11 June-11 June-11

Source: RATIN market intelligence report June 2011

KEY TRENDS IN EASTERN AFRICA REGION

* Tanzania rice prices have remained stable since the beginning of the year; this is because Tanzania (specifically mainland) does not depend on
imports while all its neighbors import substantial amounts to meet domestic demand.

* EAC regional demand for rice is growing at 6% per annum and the gap between demand and supply is estimated to be 3.3 million mt annually.

e Kenya and Mozambique import an estimated 2.5 to 3 million tons per annum.

07/29/2011 NAFAKA Value Chain Assessment 17



4.1: RICE MARKET IN PERSPECTIVE 4.1.3: National Rice Martket

TANZANIA: PRODUCTION, PRODUCTIVITY, EXPORT IMPORT TRENDS RICE PRODUCTION AND FLOWS IN TANZANIA

Rice Production and Yields
[mormalized at 1998 levels)

Key: Dark regions= rice growing areas

Exports and imports of milled rice
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KEY TRENDS IN TANZANIA . R ~....

4

* #2 staple food crop. :
* Production increased 54% from 530,000 to 818,000 tons (milled) from 1998-2008.
* Production growth driven by increased acreage ,not productivity. o e y v flan g
* Paddy rice yields have remained nearly constant at 1.6 - 1.8 tons per hectare. Mbozi s
* Tanzania mainland annual imports average 8% of its needs (80,000 tons), whereas To DRC _
Zanzibar imports an annual average 85% of its needs (60,000 tons). These imports are To Zambia

ort ex
outh East Asia

Makambako

mainly from South East Asia including Pakistan, India and Vietnam. rom

* Tanzania is the largest rice producer in the East Africa region. Malawi
NOTABLES
*  Huge potential for growth to cater to the growing local and regional demand.
*  Consumption in Tanzania is growing at 5.4% annually, which exceeds population growth (2,88%).
*  Consumer rice prices are not translated to high farm gate prices.
*  Productivity constraints include planting delays, inadequate use of Good Agricultural Practices (GAP), insufficient supply of high-quality seeds, low soil
fertility and soil organic matter (SOM), poor water management, and inappropriate pest and disease management.

* Inefficient and long supply chains result in high transaction costs.

Uncertain commercial policy environment, i.c., (i) export bans; (i) import tariffs and non-tariff barriers; (iif) consumer price controls in Zanzibar; (iv)
producer taxation and subsidies; and (v) unclear role of newly formed Ceteals and Other Produce Board

07/29/2011 NAFAKA Value Chain Assessment 18



4.2 RICE VALUE CHAIN ANALYSIS AND DEVELOPMENT  4.2.1 Rice Subsector Map

Consumption LOW-URBAN AURAL ) MEDIUM-HIGH INSTITUTIONAL KEY DYNAMICS OF RICE IN
" CONSUMER CONSUMER URBAN COMSUMER CLIENTS . TANZANIA
THADERS FRON ONSUMER RURAL
OMSUME

EEMNYH, RWAKDA, [
BURUNDI & I.'IIU.'

¢ Smallholder subsistence farmers

Retailing —- s:nrlne - powmrewrpwmy || P2dy on (SHF) comptise about 90% of all
A WHOLESALERS | [ IR producers.
Wholesaling _ * S e [T :;T::;I' o Qgtgrpwer scher.nes in revived
Mohammed Enterprises, Olam, 8 L::::@?::& irrigation area.s .hnk large
importing Tan Rice, etc g Halia. farmers, pr9v1d1ng services to -
] ' E and collecting product from -
Srokering - small holders.
Urban REGIONAL TRADERS E e SME millers and regionall traders
trading LE command over 90% of rice
NTEGRATELS é traded in major urban centers in
Milling HEG'{E < — Tanzania. -
_—*.. - * Development initiatives
Starage, organized producer groups to
bulking store, stock and speculate on

RURAL SME MILLERS Farmers
Organizations’

imventory credit
e.g. Mbarali

forward price risk through an

inventory credit scheme.

Vibrant clustets of SME

wholesalers dominate rice trade

in most cities.

* Zanzibar imports about 50,000
tonnes annually of non-aromatic
rice mainly from Vietnam,

Rural Village traders
trading

Production Rain fed :': Imprerved I
farmars rin fed fanmers

OQUTGROWERS

1 |

—

Input - .. .
o -—_ - e comprisiny abowt 80% of is
) consumption demand. Mainland
SME miller Large integrated Integrated Zanzibar ( o) .
channel channel Outgrowers imports on average less than 10%

of its needs

NOTABLES
Greatest potential for growth: SME miller-driven channel and the emerging integrated outgrowers scheme.
Annual production is 900,000 mt paddy (2010).
Profitability at farm level is positive when producers are able to store for at least 4 months .
Water availability and management is one of many farm management factors influencing productivity and production.
Seed availability combined with appropriate mix of inputs are major constraints to increased production .
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4.2 RICE VALUE CHAIN ANALYSIS AND DEVELOPMENT

4.2.2 Critical Services — Input, Equipment, Extension and Information Services

INPUT AND EQUIPMENT SERVICES

Basic Services

*Tractors and power tillers available for hire or purchase through producer
groups; heavy equipment has limited availability given lack of critical mass of
demand, but light equipment is more readily available to smallholders.

*[imited availability and accessibility of equipment for harvesting and
threshing.

Opportunities

*Agriculture window at TIB offers organized farmers soft loans to procure
agricultural production and processing equipment and machinery.

*Potential models of attracting critical mass of service providers closer to
farmers and traders, e.g. Israel (Tendaji Model), South Africa, etc.

Potential Change drivers

*Developing clusters around critical mass of rice producers (irrigation schemes
and organized improved rain-fed rice producers) facilitates pulling of critical
services into the clusters.

*Facilitate formation, strengthening and capacity building of regional traders
and SME millers organizations.

*Facilitate linkage of SME millers to financial institutions to access loans to
procure modern processing equipment.

7/29/2011

EXTENSION AND INFORMATION SERVICES

Basic Services
*District and village based extension officers support producers.

Opportunities

*Expanding MPESA.

*SMS and FM radio-based extension services (TBC, RFA and Abood Radio
and TV).

*Expanded use of FM radio fairs and demonstrations to disseminate GAP.
*Linkages with think tanks at KATRIN, SUA, Cholima Dakawa ARI and
*KATC/JICA Key Farmer Training (KFT).

*MITM and MVIWATA have developed MIS but with limited adoption.

Potential Change Drivers

*Improve access to comprehensive extension packages for rice producers.
*Roll out concept of JICA “Farmer to Farmer” extension model.

*Roll out FaFB/FaaB already undertaken by FAO-SHES.

*TAP is piloting MIS which could be adopted by NAFAKA.
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4.2 Rice Value Chain Analysis and Development 4.2.2 Critical Services — Financial Services

FINANCIAL SERVICES

Basic Services
Between input suppliers — farmets - traders
* Cash transfers limited to transaction via SACCOS and responding commercial banks. CRDB Bank works more with SACCOS but other banks are developing
interest in wholesaling loans to SACCOS including NMB, TIB
* Most SACCOS, both in Morogoro and Zanzibar, underperform with some resulting in bad debts for banks due to poor management and lack of contractual rice
trading systems. This makes it difficult to recover loans even when sales are made, e.g. Dakawa SACCOS in Mvomero and Mtwango village in Unguja.
* Emerging SACCOS with innovative models, e.g., through ICS, avoid cash handling by farmers which is proving to be a successful approach (TPAWU SACCOS
in Kilombero).
Between traders (regional traders — wholesalers — retailets)
* Small-scale traders have limited access to bank services, but most can access short term loans from MFIs
Opportunities
* Inventory Credit Scheme (ICS) has been attempted, though there are still challenges in adopting it for the rice marketing system because it is limited by lack of

commodity exchange structure.
* Some MFIs are moving into seasonal agricultural loans ,e.g., PRIDE, BRAC.
* Crop (weather-based indexing) insurance has been piloted with good lessons learned from the Kenya Cooperative Bank.
* Longer term investment loans are available, such as the TIB agriculture window, offering subsidized interest rates.
* All three mobile phone giants have mobile money transfer services — Vodacom (M-Pesa); Airtel (ZAP), Tigo (Tigo-Pesa)
Potential Change Drivers / Partners
SAGCOT Catalyst Fund.
* Financial Sector Deepening Trust Tanzania- Bank.
* National Microfinance Bank (49% sharcholder is Rabo bank).
CRDB Bank + PASS Guarantee Fund.
* District Irrigation Development Fund (DIDF).
PRIDE and BRAC.
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4.2 RICE VALUE CHAIN ANALYSIS AND DEVELOPMENT
4.2.3 Geographical distribution of service providers to farms and firms in NAFAKA project area.

FINANCIAL SERVICES INPUT AND EQUIPMENT SERVICES

Equipment and machinery suppliers are mostly based in Dar es Salaam

Basic Services but are attempting to attract customers country-wide:
Between input suppliers — farmers - traders 1.Tendaji
* TIB — based in Dar es Salaam but caters to clients beyond Dar es 2.SUMA JKT
Salaam.

) ' o 3.Quality Group — also using its facility in Dakawa
* Country-wide, NMB has the largest penetration to the district town

centers.

* CRDB has second largest penetration after NMB. - ' EXTENSION AND INFORMATION SERVICES
¢ SACCOS have mushroomed everywhere but with limited efficiency

and effectiveness to support smallholder farmers. Extension officers

* TPAWU SACCOS in Kilombero has opened branches within the *District and village-based extension officers in all districts.
district and its business model could be replicated in NAFAKA *Government (MAFC) attempting to double its coverage over the next
focus areas. five years.
Between traders (regional traders — wholesalers — retailers) o
* Most MFIs have brances in rural and urban centers — the most Training
prominent being PRIDE Tanzania, BRAC, FINCA, SEDA, etc. *Knowledge think tanks at KATRIN, SUA, Cholima Dakawa ARI and
* Most cell phone companies now employ money-transfer facilities KATC/JICA Key Farmer Training (KFT) with potential to reach
with country-wide coverage, i.e., Airtel (ZAP); Vodacom (M-Pesa); NAFAKA focus areas.
TIGO (TIGO-Pesa). *FaaB already undertaken by FAO-SHES in Southern Highlands.
* SAGCOT Catalytic Fund: Pwani, Morogoro, Iringa, Mbeya and
Rukwa. Information services
* Financial Sector Deepening Trust suppors innovation in financial 'MITM aljld MVIWATA have developed MIS but with limited adoption.
services products targeting SMEs — coverage country-wide. *TAP is piloting MIS.

* District Irrigation Development Fund (DIDF) serves all districts in *Mobile messaging companies that can play a role in extension are based

Tanzania in Dar es Salaam.
*'M radio stations, which can be inexpensive extension service providet,

are based both inside and outside NAFAKA target districts.

*Strengthening the performance of farms and agribusiness firms in the NAFAKA area will occasionally require collaboration with firms based in other districts and regions.



4.3 GENDER CONSIDERATIONS

GENDER CONSIDERATIONS IN RICE SUB SECTOR

NAFAKA’s will identify the degree to which the ability of men and women to take advantage of profitable
opportunities with acceptable risks is limited by gender-based constraints and will posit strategies to mitigate or
eliminate these constraints.

* More thorough gender analysis for benchmarking purposes is needed.

* Technology and upgrading: Although women comprise the largest proportion of the labor
force in rice production in Tanzania, women have less direct access to technologies for rice
production, harvesting and post-harvest handling which could reduce their workload.

*» Access to finance and business development services: This is a major constraint for men
and women at all levels of the value chain, but women have a better record of timely repayment.
Extracting lessons learned from the success of women’s MFI groups can be used to expand
services to include larger numbers of men and women.

* Governance: There has been a remarkable increase in the active participation by women in
leadership and decision- making structures in the chain. Female role models are emerging in all
aspects along the value chain.

* Gender relations in households and commuanities are deeply rooted in cultural and religious
beliefs and values, though culture is dynamic and constantly changing. When rice production is
at a subsistence level, which is often the case in Zanzibar, women take full control of the
decision-making process. The situation changes with commercialization when men take more
interest in the potential income accrued from the harvest. This can create tension between food
security and marketing for cash income. NAFAKA will work closely with value chain actors
and traditional leaders to mitigate the consequences of increased commercialization of small
holder rice production.
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4.4 TANZANIA ENABLING ENVIRONMENT

@ @ A ) P @ RO @ @ X

4.4.2 Development Partners

A

DP

Technical Cooperation for Kilimanjaro Agricultural Engineer Training Center JICA

Project 11

Kibokana Irrigation Rehabilitation Project Japan

Agricultural Sector Development Program (ASDP) Common
Basket

Technical Cooperation for Formulation and Training of the DADP Guidelines on| JICA

Irrigation Scheme Development

Technical Cooperation for Supporting Service Delivery Systems of Irrigated JICA

Agriculture (TanRice)

Coastal Rural Support Program (Tanzania): Rice Intervention Aga Khan

Improving Rice Varieties through Mutation Breeding and Biotechnology in FAO

Zanzibar

Rehabilitation of Irrigation Infrastructure in Zanzibar KOICA

Genetic enhancement to increase productivity in rice through breeding for Rockefeller

resistance to RYMV disease in Tanzania

Agriculture Sector Development Project (additional financing to DIDF) under World Bank

GFCRP

Accelerated Food Security Project under GFCRP World Bank

Technical cooperation for Irrigation Scheme Development and Capacity JICA

Development under DADP (pipeline)

Japan PHRD Grant to support Rice Production in Africa World Bank

East African Agricultural Productivity Program (Regional Centre of Excellence) World Bank

Improving the lives of 36,000 rice producers in Shinyanga Tanzania OXFAM
TASU

Increased Agricultural Growth and Expand the Staple Food Supply USAID/FT]
F

Undergraduate training on Civil Engineering at Arusha Technical College JICA

Soft loan from India to purchase tractors and power tillers (US$ 40 million loan). India
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AN D o) P AR R K A AY=¥A N AR

SAGCOT - Developing Southern Agriculture Growth Corridor (Morogoro in
NAFAKA areas, also Iringa, Mbeya, Rukwa.
* Promote PPP investments in rice.
USAID
* NAFAKA.
*  Market-based Solutions.
* COMPETE - rice milling machine and inventory credit scheme (ICS).
CNFA/TAGMARK - TASP.
*  Other FtF iniatives (policy, research and training, etc.).
NORVES VEL
*  BRITA — supporting rice farmer organizations in inventory credit
scheme (ICS).
FAO - SHFS
* Policy working group, structured marketing of cereals, development of
robust agribusiness models (feasibility studies, business plans, strategic
plans, outgrower schemes and contract farming designs, etc.).

JICcA
*  TANRICE: Strengthening service delivery of government institutions in
rice cultivation (KATC, MAFC, 4ARIs, MATI); Key Farmer Training
(with KATC , MATI Ilonga) and Zanzibat.
e ASDP Coordinator, National Facilitation Team.
* National Rice Development Strategy (NRDS).
*  DADPs planning support and irrigation project; National Irrigation
Master Plan 2002; support irrigation 7 zonal offices
*  Monitoring and Evaluation: National Household Survey (NHS);
National Census in Agriculture; Agriculture Routine Data System
(ARDS).
RUBADA/TIC
* Promote FDIs in rice farming in Rufiji basin (land banks).

NOTABLES
Tanzania National Rice Development Strategy (NRDS) offers framework
for coordinating interventions; Increased government budget allocation
from 2.9% in 2000/01 to 7.4% in 2010/11; Increased interest and
commitment by development partners and private sector to develop the
rice sector in Tanzania
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4.4 TANZANIA ENABLING ENVIRONMENT 4.4.] Legal and Regulatory Framework

POLICIES AND ENABLING ENVIRONMENT AFFECTING THE RICE SECTOR

Tariffs -- imports went down in 2005 after tariff, but the price of rice skyrocketed. Good for
farmers, but not good for consumers.
. EAthpmmon external tariff is set at 75% which, however, applied differently by member 1998 75 a3 303 18
ries.
commies. _ _ o 1895 | 25 176 38| »
* In Tanzania, Mainland and Zanzibar apply different official tariff rates of 75% and 12.5% 5000 75 191 389 27
respectively; however these are not applied consistently; effective import duty rates in the mainland
are between 9% - 22%. 2001 25 134 338 21
Non-tariff trade barriers 2002 25 7 232 18
*  Seasonal restrictions and informal export bans in Tanzania affect investment decisions; even when KM 23 15 =1 21
the bans are lifted there are numerous unclear export procedures and controls which increase 2004 25 137 214 13
transaction costs. 2005 75 30 521 14
*  Consumer price controls: Zanzibar government regulates the price structure for imported rice. 2006 75 50 730 21
Land Tenure 2007 75 43 662 18
*  Land reforms and formalization (MKURABITA) provide opportunities for land titling which can 2008 75 43 430 14
be used as collateral. 2009 75 a0 1,057 g
*  Fragmented land for block farming , patticulatly for rain -fed rice farming, Inhibits productivity S Imports—TRA cushams dat; Frices —BMAR

and efficiency.

On Zanzibar, average smallholder plot size is 0.1ha/farmer; setiously inhibiting efficiencies and
profitability.

Business enabling environment

TIC and RUBADA are developing land banks ,surveying and developing basic infrastructure such as an office building structure on 5,000ha at Ngalimila Farm
in Mlimba ward in Kilombero district.

The business-enabling environment in Tanzania (time required to register a business, securing with construction permits, trading across borders, corruption,
bureaucracy, etc.) has improved in recent years but not quickly enough to incentivize private investment.

Government has removed duties and VAT on imported farming equipment such as tractors and power tillers, and producer groups can purchase the se at
subsidized prices.

Government is the main service provider for critical services (inputs, extension, production equipment) on Zanzibar and provides a 50% subsidy, which
effectively excludes private sector service provision.

NOTABLES
Ongoing policy and regulatory reforms of the agricultural sector offer opportunities for private sector engagement to influence reforms for improving enabling
environment; for example, Kilimo Kwanza Thrust and operating through SAGCOT/TARIPA and TAFSIP are entry points for improving the rice sub-sector.
Average imports into Tanzania between 1998 — 2004, when the tariff was 25%, were about 140,000mt/yr. This is compared to 2005, when the new tariff of
75% was introduced, resulting in reduction of import volume to 46,000MT/yt, or 65%.
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4.5 Benchmarking Competitiveness of the Rice Sub-sector
4.5.1 Productivity, profitability and cost drivers

PRODUCTIVITY - MILLED RICE YIELD (T/HA) TYPICAL SMALLHOLDER RICE FARMERS - COST DRIVERS (%)

12
. Asia Harvest = LAND RENT AND
10 SCham 19% : PREPARATION
_____ = = = Africa
g +—m—m—— s Egypt m INPUTS
e Tanzania
6 e S
............... = « +Uganda u FARM MANAGEMENT

® HARVEST + POST
HARVEST

1960 1970 1980 1990 2000 2010 Dakawa SHF Irrigation scheme (2011)

RICE SMALLHOLDER FARMER YIELDS RICE SMALLHOLDER FARMERS PROFITABILITY

* Profitability at the farm level is positive when producers store for at
least 4 months.

* MMA study (2008) in Shinyanga established that minimum viable farm
size for low land rice farming is between 4-6ha for households where
farm income contributes to at least 60% of household expenditures.

* Demand for quality seed and inputs far exceeds supply.

* Low levels of mechanization by small holder farmers limit profitability
and drive post-harvest losses.

* Productivity on small holder irrigation schemes lags behind rain-fed
ones, suggesting an adverse selection problem with these schemes.

* Tanzanian rice productivity has stagnated for 5 decades.

* Egypt is the only African country with exceptional improvement in
rice yields.

* Although Uganda is lagging slightly behind Tanzania, the average
Tanzania milled rice yield is still half (2.0t/ha) of Africa’s average
(4t/ha).

* In 2011, KPL/ICRISAT piloted the System of Rice Intensification
(SRI) for rain-fed smallholder rice farmers, doubling their paddy
vield from 2t/ha to 4t/ha of milled rice.
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4.5 Benchmarking Competitiveness of the Rice Sub-Sector
4.5.2 Productivity, profitability and cost drivers

* Rice traders tend to have higher gross margins than producers due to better access to markets and market price information.
* The main cost drivers of rice traders include procurement of paddy (60%), rental charges for storage space (21%), milling (5%), transport (6%).
* Chief challenge of traders is accessing working capital; however, due to their shorter turnaround period they have better access to finance than

farmers

* Price fluctuations are influenced by quality, variety, distance from the source and time of the year
* There are no quality control or standards for rice in Tanzania, which perpetuates tendency of traders to mix and label consumer-preferred brands to

any consignment.

* Enforcement of standards of weights and measures is dysfunctional, particularly at the farm-gate level.

Kilombero trader/miller Costs/sales per 53111 70000 16889 25%
bag (100 kg): Kilombero - Mbeya/|fakara (wholesale)
Rural traders Association Mbozi 60000
Costs/sales per bag (100 kg): Mbozi farms | 48000 ) 12000 20%

. (retail)
- town Mbozi
Rural Women Traders — Usa River, Meru .

! 56,900 64000 (retail 7100 11%
Costs/sales per bag (100 kg) (retail)
Regional traders Costs/sales per bag (100 48000
kg): Mbarali — Mbeya 41050 (wholesale) 6950 14%
Integrated trader Mbeya Costs/sales per 70000
4

bag (100 kg): Kyela - Mbeya — DSM 65500 (wholesale) 500 6%
DSM trader Costs/sales per bag (100 kg): 130000
Mbeya - DSM 95150 (wholesale) 34850 27%
Miller — Morogoro Milling costs/sales per 331100 400000 68900 17%
bag (100 kg)
Miller = Mufindi Milling costs/sales per
bag (100 kg 81520 110000 18480 20%
Rural retailer rural Sales per (100 kg) bag 50000 120000 70000 58%
Retailer urban (DSM Sales per (100 kg) bag | 108000 115000 7000 6%
Food services rural - For one (chicken) 2175 3000 825 27.5%

meal

Source: Rice Value Chain Analysis — TAP (2010)
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& ELECTRICITY

® DIRECT LABOUR
Transport B WATER

6%

Source: Rice value chain analysis — TAP (2010)
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4.5 BENCHMARKING COMPETITIVENESS OF THE RICE SUB-SECTOR

4.5.3 Competitive Analysis — Porter’s Cluster Diamond
TANZANIA RICE - PORTER’S COMPETITIVE ANALYSIS DIAMOND

HOW TO BECOME MORE COMPETITIVE

Context strategy and rivalry

Positive
=+ Tancania rice is {Lemi] anomatic and & understood
funique] in the lacal and regiondal market

1. ‘Tanzania’s rice value chain has considerable potential
if it can increase economies of scale at multiple
levelss of the value chain, increase productivity and

<+ Smallholder participation and emerging competition from

transaction efficiencies along the supply chain.

lar ial § ith O  seh : . . . :
negove SRS e 2. Like many rice producing areas in Tanzania, most of
- Limiited inflinsnce af the wrld ses pries (high loeel the rice production area in Mvomero is under
production costs and low yields offecting smalbolder upland/low land rain fed ecologies. As such,
producers) ; o X . X >
F oriff ond nontoryf barriers in the East African eoontries improved rain-fed rice farming with minimum

infrastructure costs could result in increased yields
Demand conditions and volumes.
Factor conditions 3. Zanzibar rice production could be sufficient to
- Positive eliminate the need for imports given a more friendl
Prorsitive
+ Tanzania s 8%l net importer for rice, which @ . : : .

= Good growing conditions jrainfall, altitude, area indication that demand is large than supply. Zanzibar local pr.OduCtlon and lI.lVCSthﬂt P.Ohcy Cl’lV.II'OI'lmelt.

suitable for irrigation) _ iparts almast 5% of it damestic des needs 4. 'Tanzania could capitalize on the rich technical

# Impraves! Foae IniTastruchuns to Conmect With other +Unret demand in other EAC countries and beyond knowledge base in KATRIN, IRRI, Africa Rice,

?“ﬁ;.r' Fan Eauntries *Emerging Tripartite Free Trade Area (FTA] between MATTI Ilonga and Cholima ARIT as well as adaptive

caatee EAL, SADC and COMESA . . . ; .

- Some formers da not adhere (o good form HEE’DWE = research aimed at improving yield and reducing pests

m‘:‘:ﬂl?ﬂ:m"—‘-“ proctices — hence low productivity and - Low davmestic per copite consumplion of locally and diseases.

aroguchion produced aramelic e grmong ow Incoume covisuTrners 1 1 1 1

Mot rice farmers ey on rain fed farming and this g 5. There is opportunity to build on tested business

influence yield during spells of drowghts
Poor feeder reads end high fuel price reduce price
covmpe Livenesy

Related and supporting industries

Positive

dwe e high price

- Mdiing of warieties by fome Lrnders sroce consurner
o ficlemee

- Fansibar hos regduced rice impov? bax o 12.5%8 and
the governvment is fixing prices

- Qther East African cowntries tendencies o seek tariff
woders in order [o impart chemp rice from fAsia

+ Mobile ghone companies enhanoed their networks” autreach
+ Emerging inventory credit schemes with donors, Banks and

models such as inventory credit, warehouse receipts,
cluster formation, outgrower networks and value
chain financing mechanisms (SACCOS, MFlIs,
Commercial Banks, etc.) to develop a robust rice
sectof.

FEASIBLE TARGETS

SACCOS interested to Suppont fice producers snd traders 1. Import substitution in Tanzania Mainland is possible
+ World dass rice research institates (KATRIN, IR, AfricaRice) through competitive local production and streamline
N vsimess roals e efficient technical and tariffs and non tariff barriers

- i LEIRESE T o gr elfiEnl fecran gl .. .

Financnl support of sroWholder prodicers & boost productivty 2. Current productivity and gross margins from

and production

- Underutiiised Jorge maodern milling focilities in the cowntry

White slephonits)

- Limited valwe addition prior to markeling ond exparting (lock of
brending, varied guaiity, lack of raceability, per boiled, brown

riceE)

irrigation scheme and rain fed are comparable and
this implies access to water alone has not solved the
problem of low yield; therefore, a comprehensive
package of extension service is required to address
six (6) key issues in farm management to increase

yield from 2t/ha to 4.0t/ha
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4.6 GENERIC BUSINESS MODEL OF PROPOSED INTERVENTIONS IN THE

RICE SUB-SECTOR
KEY CHARACTERISTICS OF THE MODEL

' POOL OF

® The model capitalizes on key intervention SERIIG:
opportunities consistent with the focus of tl< PROVIDERS
USAID Feed the Future (FTF) program. (Inputs +

* Interventions focus on producer groups fuahty seeds

C e .. equipment)

within rice irrigation rehabilitation scheme
clusters, as per the national irrigation master
plan; designed to mitigate climate change and
dependency on rain-fed agriculture.

® The cluster concept builds a critical mass of
producers who demand three key business
services: (i) inputs, quality seeds and
equipment; (ii) financial services; and (iii)
comprehensive extension packages.

® The cluster encourages private sector-led large
scale investment in efficient. production
practices, modern processing technologies and

-

(i

-
—— ‘
et
.ﬁqnﬂ #” PooLOF
it ,l' SERVICE

.. ’ % PROVIDERS

storage infrastructure. . (Comprehensive
® Smallholder rain-fed rice producers on the Extension
periphery of the cluster will benefit from the Package)

services and market opportunities as spill over
effect. (??)
® In order to have vibrant service providers, ]
NAFAKA should engage in capacity building -
for service providers.
® Market positioning for rice is both local and
regional, where Tanzania has a comparative
and competitive advantage.
® This model has four entry points highlighted
in the next section.
® Clear link with processing and storage
facilities.
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4.7 KEY ENTRY POINTS OF THE RICE SUB-SECTOR

4.7.1 KILOMBERO PLANTATIONS LIMITED — OUTGROWERS SCHEME :

OUTGROWERS

MNGETA

CONSOLIDATE & EXPAND

KILOMBERO PLANTATION

LTD

WHOLESALERS

RETAILERS

ACTORS INPUTS PRODUCERS SME Millers+ Regional ¢ ¢ g 1 hresa Company Ltd WHOLESALERS+
SUPPLIERS Traders RETAILERS

FUNCTIONS Supply quality seeds, fertilizers, equipment ~ Production and hatvesting of good Bulking, grading,cleaning and Processing, branding and Sell branded rice
and machines quality and quantity of paddy trading of paddy and rice marketing Dakawa rice

ISSUES 1. Absence of stockists and agro dealers 1. Productivity and production is very low1. SME millers are fragmented and 1.  Rice milling facility in Darisidle 1. Wholesalers and retailers trading

with all inputs and equipment for both itrigation scheme and rain fed with varied milling technologies due to inconsistent and limited rice of vatied quality
2. Input through subsidy is insufficient and production systems and capacities supply. Inconsistency in supply
stockist prices are prohibitively high 2. Inputs and production equipment costs2. SME millers and regional Bakhresa core business is cereal Prohibitive price for medium-+
3.  Limited availability of sufficient and are very high traders mix different varieties and milling and distribution low income consumers
competitive hiring cost of equipment and3.  Poor farm management skills varied quality Lacking clear bankable business Poor matket place infrastructure
machine 4. Limited access to financial services for 3-  of milled rice plan and supply chain design
inputs, farm management and 4. Regional traders rely heavily on
marketing informal relationships with urban
based large and SME wholesalers

POTENTIAL L. dE‘xpl'(k))re ways :f making;vaila}bi]jty af.ld 1. Pacilitate farmers to access 1. Identify cluster of SME millers Facilitate Bakhresa to regain Buﬂd ondI‘Sak'l;res'a Group's .

istribution of inputs and equipment is g g § § d g g existing distribution network in

INTERVENTIONS S costpeffective Guifp comprehensive extension package zfmd relgflogal traders who can be interest in branding Tanzanian ot fd Southern. Africn

. Explore and adopt JICA/KATC- Key OEBAISE iHlge
2. Explore financial services models suitable  parmer Training (KFT) farmer-to- 2. Facilitate assessment of SME Facilitate undertaking business
for agro dealers and equipment suppliers farmer extension millers and regional traders' plan for Bakhresa linkages with
3. Explore TPAWU SACCOS model and organisations SME millers and regional traders
adapt before replicating in the project 3. Facilitate development of
area strategic business plans for SME
millers and regional traders
POTENTIAL CNFA-TASP (strengthen agro dealers); JICA/KATC (Key Farmer Training); FAO-SHFS/Nafaka /ICCIA Nafaka/FAO-SHFS (engage with IPSF-UNCIAD Facility

PARTNERS TFA (agro and equipment dealer); Tendaji ~ FAO-SHES (ToT FaaB District (Feasibility and business planning, Bakhresa Group in business (Entreprencurship training
(agro equipment and machine dealer); Facilitation Teams); USAID Nafaka Traders' + SME millers planning); wotkshop);

VARA (fertilizers); KickStart (agro (FaFB); RLDC/MVIWATA (Mvomero); — organisation and strengthening);
equipment); Syngenta (inputs); ASA USAID (upgrading irrigation IPSF- UNCIAD Facility
(quality seeds); FAO-SHES (Developing infrastructure) (Entrepreneurship training
reliable suppliers); TIB (agro equipment workshop);
and machine financing)

NAFAKA role Facilitate agro-dealer strengthening Facilitate FaaFB TOT and training Facilitate feasibility and business Engage with Bakhresa Group in Facilitate development of
activities in conjunction. Develop PPPs planning, Traders'+ SME millers' business p.lanning approptiate PPP market place
with agro-input supplis. organisational strengthening infrastructure at wholesalers' level.
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4.7 KEY ENTRY POINTS

4.7.2 SME MILLERS + REGIONALTRADERS MARKET LINKAGES: BAKHRESA GROUP: PENETRATE EXPORT MKT

STOCKISTS

SME MILLERS
REGIONAL TRADERS

BAKHRESA
GROUP

WHOLESALER
RETAILERS

ACTORS INPUTS PRODUCERS SME Millers+ Regional ¢ ¢ g 1 hresa Company Ltd WHOLESALERS+
SUPPLIERS Traders RETAILERS

FUNCTIONS Supply quality seeds, fertilizers, equipment ~ Production and hatvesting of good Bulking, grading,cleaning and Processing, branding and Sell branded rice
and machines quality and quantity of paddy trading of paddy and rice marketing Dakawa rice

ISSUES 1. Absence of stockists and agro dealers 1. Productivity and production is very low1. SME millers are fragmented and 1.  Rice milling facility in Darisidle 1. Wholesalers and retailers trading

with all inputs and equipment for both itrigation scheme and rain fed with varied milling technologies due to inconsistent and limited rice of vatied quality
2. Input through subsidy is insufficient and production systems and capacities supply. Inconsistency in supply
stockist prices are prohibitively high 2. Inputs and production equipment costs2. SME millers and regional Bakhresa core business is cereal Prohibitive price for medium-+
3.  Limited availability of sufficient and are very high traders mix different varieties and milling and distribution low income consumers
competitive hiring cost of equipment and3.  Poor farm management skills varied quality Lacking clear bankable business Poor matket place infrastructure
machine 4. Limited access to financial services for 3-  of milled rice plan and supply chain design
inputs, farm management and 4. Regional traders rely heavily on
marketing informal relationships with urban
based large and SME wholesalers

POTENTIAL L. dE‘XPI";fe ways :f making;vaila%bi]jty ar.xd 1. Pacilitate farmers to access 1. Identify cluster of SME millers Facilitate Bakhresa to regain Buﬂd Ondgaklgfefa Group's .

istribution of inputs and equipment is g g § § d g g existing distribution network in

INTERVENTIONS S costpeffective Guifp comprehensive extension package zfmd relg?ogal traders who can be interest in branding Tanzanian ot fd Southern. Africn

. Explore and adopt JICA/KATC- Key OEBAISE iHlge
2. Explore financial services models suitable  parmer Training (KFT) farmer-to- 2. Facilitate assessment of SME Facilitate undertaking business
for agro dealers and equipment suppliers farmer extension millers and regional traders' plan for Bakhresa linkages with
3. Explore TPAWU SACCOS model and organisations SME millers and regional traders
adapt before replicating in the project 3. Facilitate development of
area strategic business plans for SME
millers and regional traders
POTENTIAL CNFA-TASP (strengthen agro dealers); JICA/KATC (Key Farmer Training); FAO-SHFS/Nafaka /ICCIA Nafaka/FAO-SHFS (engage with IPSF-UNCIAD Facility

PARTNERS TFA (agro and equipment dealer); Tendaji ~ FAO-SHES (ToT FaaB District (Feasibility and business planning, Bakhresa Group in business (Entreprencurship training
(agro equipment and machine dealer); Facilitation Teams); USAID Nafaka Traders' + SME millers planning); wotkshop);

VARA (fertilizers); KickStart (agro (FaFB); RLDC/MVIWATA (Mvomero); — organisation and strengthening);
equipment); Syngenta (inputs); ASA USAID (upgrading irrigation IPSF- UNCIAD Facility
(quality seeds); FAO-SHFS (Developing infrastructure) (Entrepreneurship training
reliable suppliers); TIB (agro equipment workshop);
and machine financing)

NAFAKA role Facilitate agro-dealer strengthening Facilitate FaaFB TOT and training Facilitate feasibility and business Engage with Bakhresa Group in Facilitate development of
activities in conjunction. Develop PPPs planning, Traders'+ SME millers' business p.lanning approptiate PPP market place
with agro-input supplis. organisational strengthening infrastructure at wholesalers' level.
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4.7 KEY ENTRY POINTS
4.7.3 Dakawa Farmer-processor Linkages: Uwawakuda + Tanrice : Revive Idle Capacity & Promote Farmer Ownership Model

SMALLHOLDER UVI:IAAI;’I\\I/II-\EIg;PA TAN WHOLESALER
STOCKISTS RICE FARMERS ORGANISATIONS RICT__:_\SILLS RETAILERS
in DAKAWA

ACTORS INPUTS PRODUCERS UWAWAKUDA +Other FOs TAN RICE MILLS WHOLESALERS+
SUPPLIER Dakawa UMITED RETAILERS
Supply quality seeds, fertilizers, equipment ~ Production and harvesting of good Bulki‘ng, grading, . Processing, branding and marketing .

FUNCTIONS . > > ) ) cleaning and trading of ¢ Sell branded rice
and machines quality and quantity of paddy paddy Dakawa rice

1. Absence of stockists and agro dealers 1. Productivity and production is very low1. UWAWAKUDA is weak and 1. Rice milling facility is idle after 1.  Wholesalers and retailers are
with all inputs and equipment for both irrigation scheme and rain fed members are not undertaking attempts to operate in 2008 and trading rice of varied quality
2. Input through subsidy is insufficient and production systems collective marketing 2009. 2. Inconsistency in supply
stockist prices are prohibitively high 2. Inputs and production equipment costs2.  Other rice farmers in the vicinity 2.  Owner, Quality Group Limited 3. Pyices are prohibitive for medium
ISSUES 3.  Limited availability of sufficient and are very high of TANBICE facility are (QGL) core bus_iness_ is and low income consumers
competitive hiring cost of production 3. Poor farm management skills unorganised automotive engineeting and not place infrastructure
and threshing equipment and machine 4, [jimited access to financial services for 3- All farmers in Dakawa do not cereal milling and distribution
inputs,farm management and have established market linkages
matketing with regional traders and SME
millers
1. Explore ways of making availability and 1.  Facilitate farmers to access 1. Identify cluster of producers 1. Facilitate QGL to gain interest in
distribution of inputs and equipment is comprehensive extension package around TANRICE facility and forming JV with FOs + other
efficient and cost effective 2. Explore and adopt JICA/KATC- Key Dakawa irrigation scheme investors
2.  Explore financial services models suitable Farmer Training (KFT) farmer-to- (formally NAFCO) 2. Facilitate undertaking feasibility
POTENTIAL for agro dealers and equipment suppliers farmer extension 2. Facilitate assessment of study + business plan for
INTERVENTIONS e.g. supplier credit line, hire purchase, 3 Explore TPAWU SACCOS model and UWAWAKUDA and other FOs formation of a joint venture
leasing,etc adapt before replicating in the project in Dakawa am
area 3. Facilitate a strategy to develop
and strengthen UWAWAKUDA
and other FOs in Dakawa
POTENTIAL CNFA-TASP (strengthen agro dealers); JICA/KATC (Key Farmer Training); RUDI/MVIWATA (Farmer FAO-SHFES (feasibility and FAO-SHFS (facilitate lobbying and
PARTNERS TFA (agro and equipment dealer); Tendaji ~ FAO-SHES (ToT FaaB District organisation and strengthening); business planning for JV); advocacy forums); TPSF-
(agro equipment and machine dealer); Facilitation Teams); USAID Nafaka TPSF-UNCTAD Facility UNCTAD Facility
VARA (fertilizers); KickStart (agro (FaFB); RLDC/MVIWATA (Mvometo);  (entteprencurship training (Entrepreneurship training
equipment); Syngenta (inputs); ASA USAID (upgrading irrigation workshop) workshop);
(quality seeds); FAO-SHFS (Developing infrastructure)
reliable suppliers); TIB (agro equipment
and machine financing)

NAFAKA role Facilitate agro-dealer strengthening Facilitate offering FaaFB TOT and Facilitate producer association Engage with QGL to open up for  Facilitate development of
activities in conjunction. Develop PPPs training strengthening trainings and TOT JV arrangement+ facilitate approptiate PPP market place
with agro-input suppliers. feasibili d business plannin, infi holesalers' level

easibility an p g infrastructure at wholesalers' level.
process
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4.7 Key Entry Points: Rice Sub-sector

4.7.4 Sub Sector Market Based Solution: Zanzibar
UNIQUE SITUATION OF ZANZIBAR RICE SUB SECTOR

* Rice in Zanzibar is a major staple and is directly linked to food security. Government offers critical services at 50% subsidized rates and keeps
consumer prices artificially low. Space for private sector participation is limited (market distortion).

* Government has developed a five-year plan (2011 -2015) to reduce import dependency through stimulation of local production, improvement of
irrigation infrastructure and efficient supply of critical services. Zanzibar has 66,500ha of arable land - 21,300 ha is irrigable (8% utilized) , 45,000ha
are rain fed; 19,500ha is underdeveloped.

* In order to promote a sustainable rice sub-sector on Zanzibar, interventions should target the entire sub-sector supply channels using market based
approaches. NAFAKA should focus on developing a market for services and facilitate dialogue between public and private sector actors.

* Potential partners to work with include RGZ, JICA, KOREAN EXIM BANK, TASAF, IFAD/MIVAB.

* Government subsidies: market distortion. Private sector cannot compete.

) 1J . » » . » » ' . . »
Input supply NAFAKA USAID
Support government to enable private sector to offer a comprehensive agro- RGZ-MOANR RGZ
mechanization package through service centers (including facilitating credit, crop TASAF

insurance, inventory credit, inputs and equipment hire/purchase). Explore ‘smart
subsidy’ solutions that do not discourage private investment.

Productivity and production NAFAKA USAID
Support government efforts to commercialize smallholder rice farming. JICA JICA
Facilitate promotion of FDI; emphasize development of irrigation infrastructure and RGZ-MOANR RGZ; KOREAN
improved rain fed rice farming. EXIM BANK
Promote rice processing industry NAFAKA supports FtF  USAID
Support government in the promotion of investments and investment avenues in Market-based Commercial
modern medium scale processing (due to nature of rice farming areas) and Solutions processing  banks
promote outgrower schemes. activity. FDI
RGZ-MOANR-MITM
ZIPA
Enhance policy and regulatory framework NAFAKA supports FtF  USAID

Ratinnalivza +the RG7 cithecidys nracram in Anardar +Aa avvnaid market AictAartian - DAaliry iniFiativio




4.8 Summary of the key entry points for the rice sub sector interventions

Input suppliers and
service providers

An efficient and competitive mixed
small- and large-scale rice sector
with average productivity gains of
100% for targeted producers within
5 years by:

*Promoting commercial rice
farming through irrigation cluster
model.

*Increasing use of mechanization,
inputs and GAP.

*Ensuring timely and adequate
financing for producers, service
providers and traders

sImprove producer access to
transparent markets.

*Facilitate strengthened
relationships among value chain

1. Kilombero Plantations Ltd
outgrower scheme cluster.

2. Market linkages between SME
Millers & Regional Traders with
Bakhresa Group.

3. Dakawa Farmers & Processor
(TANRICE) joint venture
ownership model.

4. Promote market-based
approaches for upgrading the

rice sub sector in Zanzibatr.

Farmers Aggregators

Principle Activities

Support packaging comprehensive
extension services; enhance efficient supply
of inputs, quality seeds, equipment and
machinery to producers as well as good farm
management skills and technologies, develop
service centers.

Strengthen policy and regulatory
environment; support FtlF Policy initiative,
participate in rolling out NRDS; dialogue with
GoT on establishment of Cereals and Other
Produce Authority; address tariff and non
tariff barriers.

Linking Actors to financial institutions:
facilitate innovative financial services suitable
for chain actors to form and strengthen
SACCOS; appraise/strengthen financial
service models suitable for replication, e.g.
TPAWU SACCOS.

Strengthen capacity of relevant service
providers: assess capacity gaps and strategize
ways of addressing these gaps.

Enhance market access and framework for
structured trade: initiatives that support
growth from ICS to full-fledged WRS and
commodity exchange.

Develop services market in Zanzibar:
support the RGZ to create favorable
environment for private sector to take
proactive role in offering critical business
services to the rice sub sectot;

Expected Outcomes

Robust private and public
extension service.
Increased use of improved
inputs, GAP and
mechanization.

Increased capital flows from
financial institutions to rice
sector actots.

Efficient and sustainable
service provision to chain
actors.

Enhanced market access
and framework for
structured trade: ICS
successfully moved to fully
fledged WRS and commodity
exchange.

Increased access to market
information by small holder
farmers.

Develop services market in
Zanzibar: gradually, but
sustainably, the private sector
is taking proactive role in
offering critical business
services to the rice sub sector
so government subsidies can
be significantly reduced.

Yields
increased.
Imports
substituted
significantly.
Tanzania rice
penetrates
regional
market.
Marked
increase in
availability
and capacity
of critical
service
providers.



4.9 Multi-stakeholder Engagement in the Rice sub-sector in Tanzania

This framework illustrates the complexity of market systems and set of actors and partners that could be engaged to support the systemic changes
necessary to develop the rice sub-sector in Tanzania.

JICA/KATC —KFT
MATI ILONGA FAO SHFS-FaaB; USAID Nafaka-FaFB

ARI - CHOLIMA DALDO,
SACCOS
PASS, MFIs

ASA

IRRI Comprehensive extension package

AfricaRice TIB, CRDB, NMB

Adaptive Financial services

nputs, Research
SAID — COMPETE Equipment,

KATRIN
Market Based

USAID - CDM Infrastructure + Approaches MIS.+ Market
technology Linkages
m PRODUCTION DISTRIBUTION

/ Chain TRADERS
Governance 001N\ KTy (0]}

Policy

development
Enforcement

PROCESSORS
ORGANISATIONS

Regulations + Structured
trade; Food Security

Standards

FARMERS

ORGANISATIONS
TAN TRADE

TCCIA

TFNC Source: Adapted from M4P publications of the Springfield
Centre for Business in Development

INTERVENTION LOGIC DESCRIPTION

® Promote effective engagement of the private sector. Implementation requires multi-stakeholder participation, each providing core services within their mandate in accordance with
market development principles. A strategic coordination role is crucial to avoiding duplication of effort and to create a synergistic effect. The challenge of FtF and NAFAKA
specifically is to design interventions that address not only market-based approaches but also enabling environment issues if not adequately addressed by other collaborators . The
business model for rice value chain upgrading will require an implementation logic recognizing the systemic constraints. 35
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5.1 MAIZE MARKETS IN PERSPECTIVE

WORLD MARKET

* Over the period 2000 — 2009, global maize production has increased from 590 million mt to approximately 820 million mt (3.8% increase
pet year) over 159 million ha, with the average MT/Ha increasing from 4.25 to 5.15.

* This increasing of the production is due to an improvement of the yields.

5,4 850

mmwm Production (Million MT) +3.8%6
5,2 —— per year 800
—Yields (MT/Ha)
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4,8 700

4,6 650

4,4 - 600
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In 2009, the key
producers on the AZ O Million MT 30,0
world market were 100,0 — Million USD - 25,0
the United States a0.0 | . . ] . Ll So0.0
(42%), China (23%),
. . 60,0 | £ - - . - = £ 15,0

Brazil (8%), Mexico
(3%, Argentina (3%), SR~y — — e R g 0
and India (3%), 20,0 | - - - - - - — - - - - £ 5.0
comprising — —
82% of total traded 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

volumes.




5.1 MAIZE MARKETS IN PERSPECTIVE

REGIONAL MARKETS NATIONAL MARKETS

* In the countries constituting the regional market, the
average yields over the period 2000/09 have ranged from
0.8 MT/ha (in Zimbabwe) up to 1.6 MT/ha in Kenya.
The average yield over the period reached 1.3 MT/ha.

¢ In 2009, the total production had grown 29% (compared
to 2000) for a total of 15.2 million MT produced.

Production of maize per Country [million MT) in 2008

Mozambique;

1437040
United Republic
of Tanzania;
3324200 Uganda;
1272000

Zimbabwe;
J00000

|
Burundi;
120379

Rwanda;
285505

* Exports in the regional market have increased 35%
between 1999 and 2008.

* With climatic changes, Kenya might become increasingly
dependent on imports. Malawi became a net exporter.

This creates opportunities for Tanzanian producets.

* Production increased 69% over the period (from 1.9 to 3.3 million MT) on area
that increased from 845 mil ha (2001) to 3,462 mil ha in 2009.

* Over the period (2000/2009), maize yielded 1.6 MT/ha on average (mininum
annual average of 0.8 MT/ha in 2003 and a maximum annual average of 3.1
MT/ha in 2001.

* Consumers prefer white flour obtained from hammer mills after removal of the
germ (which contains most of the proteins and fat).

* Collusion between Kenyan traders against Tanzania, complications of the legal
(trade licenses difficult to secure) and quality requirements and inability to comply
with them are the main NTTF barriers:

* Tariff barriers: doubling of trade license costs (Tanzania and Kenya).

Exports of maize from Tanzania (MT/year)
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Zimbabwe and Mozambique might follow the same path.

Key stakeholders include medium and large traders and buyers (millers, institutional
actors), Government and warehouse operators.

Change drivers include commercial buyers and processors, input suppliers (agro-
chemicals and seed firms) and service providers (irrigation, mechanized labor),
financial service providers and the East African Grain Council.




5.2 MAIZEVALUE CHAIN ANALYSIS AND DEVELOPMENT

MAIZE VALUE CHAIN MAP NOTABLES

Cross Border Trade * The small scale and fragmented

e L e L L LLLLL LD O L b L LU T L TP L ey el bttt nature of maize production obliges
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\ N i
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A
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Animal Feeds

from many farms.
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RETAILING Small millers Retail Shops Supermarkets o 2,0
o margins and are well positioned to
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5.2 MAIZEVALUE CHAIN ANALYSIS AND DEVELOPMENT

GEOGRAPHICAL FLOWS

NOTABLES

* “The Big Four.” Most of the
production (~30%) of maize in
Tanzania comes from four
regions (Rukwa, Mbeya,
Ruvuma and Iringa) which feed
institutional buyers (National
Food Reserve Agency, WEP,
etc., as well as the surrounding
urban centers and Dar es
Salaam, and the southern
neighbouring regional markets
(Zambia, Congo, etc.).

* Kibaigwa (Kongwa District)
has become an important
strategic hub in the central
zone. Mainly it draws maize
trom Kiteto, Kongwa,
Mvomero and Kilindi districts
and channels it mostly to Dar
es Salaam (70%). But it also
plays an important role in
exports to Kenya, Rwanda and

Congo. It also imports (e.g.
from Uganda in 2010).

r".
h

,.r-\. o

Map of maize production and flow in Tanzania
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5.2 MAIZE VALUE CHAIN ANALYSIS AND DEVELOPMENT

Finance

Extension and

Input, Equipment and storage

information

*Cash transfers by banks and phone companies

*Bank inventory financing with collateral management of
large scale reputable traders’ stocks (minimum facility
S1im).

*MFI/SACCO financing of inventory credit for small
farmer warehouses (very small scale, 300MT+).
*Absence of credible track records by SMEs.

*Traders provide small loans to farmers.

*Smallholders and small scale traders have limited access
to loans/savings and banking services.

*Few legal entities of small-scale traders.

*Poor credit risk analysis in the financial sector.
eDomestic credit provided by banking sector.

*CNFA/TAGMARK support to existing and new agro-
dealers and development of agro-dealers’ networks.
*Input suppliers assuming extension, soil testing and
other services.

eAgricultural service providers (mechanization, irrigation,
etc.).

*Several fragmented but improvable Market Information
Systems.

*L ACK of Marketing Intelligence Services.

*POOR public extension and research services.

*Farmers in severe need of education and technical
assistance.

*Tanzanian Agricultural Bank (TAB)
whose interest rates are lower than
the commercial ones.

*Mobile personal banking with
savings services.

*Warehouse receipt financing.
*Financing products for building
stores, purchasing, weighing and
testing equipment.

*Longer-term investment loans.

*Exemption on import duties for
agricultural equipment.

*TIB window for wholesale loans to
SACCOS at 5% and announced
launching of the Tanzanian
Agricultural Bank.

*Entry of highly qualified inputs and
service firms (Agro-Rain, Balton,
Tendaji).

eConstruction and improvement of
standard warehouses.

*Expanded use of FFS, Exchange
visits, fairs, FM radio, SMS based
extension services and demos to
disseminate GAP.

*Private extension by actors
vertically integrated (buyers, input
suppliers, etc.).

eTanzanian Agricultural Bank with lower
interest rates.

*Financial Sector Deepening Trust.
*National Microfinance Bank (Rabobank
is 49% shareholder).

*CRDB Bank.

eAccess to funds to promote the use of
these services (TIB, PASS).

*Reduction of cost of energy, import
duties and port services.

*WRS (warehouse licensing board).

eImprovement of producer market
integration with downstream actors for
better access to information on prices
and quality.

*Development of producer
entrepreneurial skill leading them to
drive demand for services rather than
being “passive users.”



5.3 Gender Issues in the Maize Sector (Needs new photo)

NAFAKA’s will identify the degree to which the ability of men and women can take
advantage of profitable opportunities with acceptable risks. This is currently
limited by gender-based constraints. NAFAKA will develop strategies to mitigate or
eliminate these constraints.

GENDER ASPECTS IN THE MAIZE SUB SECTOR

* More thorough gender analysis for benchmarking purposes is needed.

* Decisions concerning production and sale of maize are generally made by consensus between men and women and
benefits from sale of maize accrues to all family members.

* Trade in maize grains is controlled by men but retail trade in maize flour is dominated by women. This has
implications for issues of fortification as small scale millers dominate maize milling particularly in rural communities.
NAFAKA will coordinate closely with the USAID Market Based Solutions Project to introduce small scale fortification
strategies with women millers.

*» Access to finance and business development services is a constraint for men and women at all levels of the value chain,
although women have a better record for timely repayment. Lessons learned from the success of women’s MFI groups can be
expanded to include larger numbers of men and women.

* Gender relations in households and community are deeply rooted in cultural and religious beliefs and values, although
culture is dynamic and constantly changing. NAFAKA will work closely with value chain actors and traditional community
leaders to mitigate the consequences of increased commercialization of small holder maize production.



5.4 POLICIES AND ENABLING ENVIRONMENT AFFECTING THE MAIZE SECTOR

Trade Policies

* Export restrictions weaken incentives to invest in production, transport and storage.

* Distortion through direct involvement of the State in trade (e.g., Cereals & other Produce Board).
Tariffs

*50% import duty during surplus years.

Non-tariff trade barriers

*Collusion between foreign traders (prevents Tanzanians from accessing markets).

*Absence of commodity exchange services, trade insurance, etc.

*Lack of transparency in quality standards and requirements, difficulty in securing trade and export licenses, corruption and
lack of law enforcement.

*L.ong and unnecessary delays at borders and customs check points.
Land Tenure

[ and grabbing, fragmentation (successive generations) cause farmers to operate on farms so small that they are not viable as
economic units,

*Difficulty in securing land titles (cost, delays, obstruction, etc.).

*Uneven, inconsistent access (some small farmers have to rent their plots).

*Even land ownership titles have limited period of validity, discouraging land ownership.
Business enabling environment

* Almost no privatization of services that farmers are accustomed to receiving at no charge.
*Long delays in registering a business.

*Duties and VAT on imported equipment.

*Tax holidays for investors needed.




5.4 POLICIES AND ENABLING ENVIRONMENT AFFECTING THE MAIZE SECTOR

Overarching problems of Policy and Regulatory Environment

uncertainty and risk:

® Maize production in Tanzania is mostly PROCESSING

rainfed with uncertain yields, variable

Etoductﬂon, and potentially dramatic
uctuations in price.

Irregular nature of
supply and demand
prevents business
expansion

MARKETS

* The irregular nature of supply and demand PRODUCTION
for processed grains limits business
expansion. Fluctuating yields

and prices restrict

ncertain policies
are adisincentive to
trade expansion

* Contracts are rare and pootly enforced; farm_ers’ use of T unregulated markets
informal agreements are the norm. This inputs LN Y increase risk
means that most transactions are of the
“see it to believe it” variety where both TRANSPORT UNCERTAINTY STORAGE

parties are present and witness the goods
change hands. All other transactions
involve a significant risk that one or both
parties will renege on the deal.

Uncertainty of
markets reduces
viability of storage
and temporal
arbitrage

Risk of theft and
banditry restricts
spatial arbitrage,
including exports

FINANCE

* The major constraint to grain distribution
lies in the cost of transport on feeder
roads, which is estimated at Us$0.17 per Mt
per km

High levels of
business risk restrict
both availability and
uptake of credit

Source: USAID / CiberClir

NOTABLES
* The biggest constraints as expressed by producers:
* export ban as this is associated with lower prices and unpredictable price patterns. Illegal cross border trade with Kenya is rampant.

* Poor application of standards for reliable weights and measures, leaving producers with the suspicion that nothing is done to prevent them

from being cheated.

07/29/2011 NAFAKA Value Chain Assessment
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THE CITIZEN Friday. 1 July 2011

> A CASE OF FEEDING THE NEIGHBOUR WHEN YOU'RE STARVING?

Trucks with hundreds of tonnes of maize stop at Himo Police Station in
Kilimanjaro Region after they were seized for attempting to transport the cereal
to Kenya illegally. Their seizure follows reports that residents of Simanjiro District
in Manyara are experiencing serious food shortages. PHOTO | DIONIS NYATO
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5.4 POLICIES AND ENABLING ENVIRONMENT AFFECTING THE MAIZE SECTOR

Development partner activities impacting the Maize Sector

World Bank Yara Tanzania Limited
* Finding of ASDP, DADPs, ASFP, DADGs and DCDGs ¢ Training of farmers and agro-dealers in agronomic practices and
proper usage of inputs.

ACT / TAP * Importer of fertilizers.

* Coordinate planning through Commodity Investment Plans.

* Lobbying for favorable policies. WEFP-P4P

* In partnership with FIPS, TAP provides inputs for extension training * Enhancing commercialization of smallholder farmers.
through demonstration lots, particularly in Kiteto District. * Linking farmers to WFP market.

* Training for leaders of Kiperesa SACCOS to be able to manage ¢ In collaboration with RUDI, support capacity building of producer
InVCntOry Credit Systems (ICS) Organizations .

Farm Input Promotion Aftica Tendaji (who?)

* Provides inputs for extension training through demonstration plots,

dcularly in Kiteto District * Developing farmer business models — block farms and profit centers
particularly in Kiteto District.

MVIWATA RED]

* Undertakes organization development and capacity building for
producer groups to enable them to undertake group marketing
through Inventory Credit System.

* Facilitates formation of producer groups, farmer group capacity
building, lobbying and advocacy, and organizing tarmer forums.

FAO - SHFS

¢ Training of District Facilitation Teams in FaaB

CNFA/TAGMARK,

¢ In partnership with TAP, training and certifying agro-input dealers
across the country.

e Steering initiatives for establishing structured markets for farm produce
and developing a Tanzania Commodity Exchange (TCE).

* Clusters and agribusiness development.

National Food Reserve Agency

* Buys and stores maize and redistributes to areas which are food insecure
using a network of millers.
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5.5 BENCHMARKING THE COMPETITIVENESS OF TANZANIAN’S MAIZE SUB SECTOR
PROFITABILITY, PRICE STRUCTURE AND COST DRIVERS

PARTIAL BUDGET ANALYSIS OF MAIZE
IN TWO DIFFERENT SALE PERIODS IN KIBAIGWA

Cost Drivers of farmers’ profitability

Technology Traditional Traditional Improved Improved
Price Low High Low High
Expected grain production
(kg/ha) 773.50 773.50 4400.50 4400.50
Grain price ($/kg) 0.19 031 0.19 031 Inputs Transport Losses
Total Revenue ($/ha) 149.29 241.33 849.30 1372.96 31% f',—E % 0 ' 1 2%
Seeds ($/ha) 2.97 2.97
Fertilizer ($/ha) 8.65 0.48 __rrr,,..-—PE'CkE'EE 3
Tractor ($/ha) 4.75 4.75 Use of Taxes
Weeding ($/ha) 475 475 equipment
Harvest labor ($/ha) 7.42 7.42 13%; 4%
Storage cost for 3 months
($/ha) 29.64 = 168.61 Land
Fee paid by farmer at maize ﬁ-%
market ($/ha) 0.01 - 0.06
Transportation ($/ha) 31.50 - 179.23
Total variable costs ($/ha) 0.00 61.15 28.52 368.27
Gross income ($/ha) 149.29 241.33 849.30 1372.96
Net income ($/ha) 149.29 180.18 820.77 1004.69
Marginal net benefit ($/ha)
from storage over traditional
without storage - 30.89 671.49 855.40
Marginal rate of return ($/ha)
from storage -- 104.23 -- 507.32
Yields SGP SGM SGP/Ma
MT /acre (TZS/acte nDay/T
ZS)
. . = = ili i 0,
«lllustrates considerable potential to SHF — Manual (DODOMA - 10 acres rented, no fertilizers or improved seeds 0.7 174,584 48% 2,865
increase returns through storage at farm SHF — Mechanized (DODOMA - 10 acres rented, with fertilizers and improved 0
level. — 1.89 425,763 43% 5443
*The rate of return from storage increases
dramatically when the farmer employs SHF — Mechanized / oxen (IRINGA - 10 actes fertilizers and improved seeds) 3.6 939,515 58% 9900
improved technologies. LSF — Mechanized (100 acres owned, tractor, fertilizer) 2.3 666,437 51% 8,007
LSF — Mechanized (400 acres owned, « best practice » farmer’ 1,045,00
( W P ’ ) 465 TR 3% 350,000
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5.6 BUSINESS MODELS
5.6.1 BUSINESS MODEL |:SCATTERED PLOTS

Tractor Company Tractor Service Provider

ELEMENTS OF THE MODEL

Finance
* NAFAKA facilitates access to seed capital.
* Loan guarantees (CRDB or NMB).
* Credit services from TIB/TAB.

Tractor service

* Create effective demand for tractor service by making credit
accessible to farmers through SACCOS.

* Foster private sector investment in improved services (tractors,
spare parts and servicing).
Input supply

* Balanced crop nutritional approach promoted by input suppliers
and agro-dealers.

* Farmers empowered with location-specific input supply advice
through SMS (mobile phones).
Geo Data and Market Linkages
Structured 4 Telephone g
Market Companies / _ _ * Link producer groups to structured markets through ICS.
! / /_+ Aol Demonstittion Blots Farmer Capacity Development
Input /// \% ' * Work with RUDI to develop and strengthen capacity of producer
companies = groups, particularly SACCOS.
(Yara)
MECHANISMS OF THE MODEL
NAFAKA Inventory Credit System (ICS)
* Tacilitates access to capital for input and tractor services. * In close association with the SACCOS, buys and sells maize from farmers.
* Collaborates with GeoData consultants, input suppliers and mobile phone Institutional Buyers

companies to develop SMS-based location-specific input advice.
* Contracts RUDI to build and strengthen capacity of producer groups.
Banks and SACCOS

* Guarantee to buy the crop at negotiated price and payment terms.
Tractor Services
* Agricom supplies spares and servicing to other tractor service providers and also

* Banks provide inventory financing (ICS) to purchase farmer produce. provides tractor service for farmers.
* SACCOS recovers loans from farmer savings and/or sale of maize. Input supply
Farmers * Input companies supFly inputs through agro-dealers and provide extension
* Farmers access input financing through the SACCOS. services and technical advice thru demonstration plots.
* Sell maize to the ICS and receive 75% payment on delivery of maize and 25% after * Conduct soil tests and feed in a GIS based system (built by Geo Data) and develop
maize is sold to an institutional buyer. balance crop nutritional advice for each location
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5.6.1. MAIZE SUB-SECTOR: KEY ENTRY POINTS FOR BUSINESS MODEL 1

FINANCIA

INTERVENTIONS IMPLEMENTER L SUPPORT
Develop a business plan for linkage program and sensitize /mobilize actors NAFAKA USAID
Develop specific activities with key actors creating awareness of the program and solicit consensus and
clear cut opportunities for collaborations.
Develop a financing plan, assess eligible SACCOS and secxure commitment from banks NAFAKA Financial
Assess eligible SACCOS, secure commitments from financial institutions to finance SACCOS, finalize the Financial institutions Institutions
financing plan.
Assess capacity of producer organization; develop plans for capacity development of farmers NAFAKA USAID, LGA
Identify partners to offer organizational and capacity strengthening services to participating producer District (Local
groups. Government)

Authorities

Secure commitments from institutional buyers NAFAKA USAID
Gather data on volumes, standards and terms under which buyers are willing to operate. Institutional buyers
Undertake ICS development and warehouse support NAFAKA USAID ,
Conduct survey of ICS initiatives to be supported, assess needs, undertake capacity development, Local Authorities DADPs,
develop scope of collaboration. Producer Organizations
Develop location-specific input supply technical assistance for agro-dealers NAFAKA USAID
Perform soil tests, develop specific information to be uploaded into GIS based system. Yara Yara,
Support input company linkages with agro-dealers and stimulate demand for services through Geo Data and mobile
demonstration plots. phone companies
Conduct an assessment of tractor service providers and link them to Agricom and/or Balton NAFAKA USAID,
Perform soil tests, develop specific information to be upload into GIS based system. LGA Agricom,
Support input companies linkages with agro dealers and stimulate demand for services through Balton
demonstration plots.




5.6.2 BUSINESS MODEL 2:BLOC FARMWITH A PROFIT

CENTRE
ELEMENTS OF THE PROFIT CENTRES
Block Farm
I | * Area composed of contiguous plots belonging to different farmers
with an agreement with the Profit Center - Min.2,000 acres.
* Infrastructure and working environment organized to allow to
’ I mechanize in a competitive and environmentally -friendly way.
Anchor Service Center
| I * Center managed by a highly qualified farmer.
* Hub with equipment adequate to setrve the entire block (land
. preparation, fertilization, sowing, weeds/pest/disease control,
Tratlore Anchor Farm harvest and post harvest management).
or Archor Market Oqtlet T.rader or Mllller. -
millers : * Buyer with optimal market intelligence able to acquire significant
Service & &
volumes.
Centre Storage: Inventory Credit System
* Actors with storage capacity and ability to manage a credit scheme
utilizing crops as collateral.
Financial services: Banks or MFIs
* Institutions providing agticultural credit (varying payment schedules
Blockiamn and interest rates).

* Crop insurance services.

* Crops as collateral.

MECHANISMS OF PROFIT CENTRES

Anchor farm/ Service Center Buyers
® Farmers contract the profit center to farm their plot with guaranteed yields * Guarantee to purchase crop at negotiated price and payment terms.
and controlled costs. Banks and MFIs
® Farms clients’ plots and trains them in best practices. * Finance the ICS, Profit Center and buyer working capital, and assume financial and
* Harvests, delivers production to ICS and addresses post-harvest issues. e s

* Loan guarantees through the ICS.

Farmers . - . Inventory Credit System
° gt%r;grgaé:;: the Profit Center and accept conditions (farming, post-harvest, * Supetvises the storage and guarantees the sound management of the maize as loan

collateral.

® Participate in the ICS scheme. * Provides Market Intelligence Services to producers.



5.6.3 KEY ENTRY POINTS FOR BUSINESS MODEL 2

O B R O R OR

Develop business plans (profit center and storage unit): NAFAKA USAID
Assess investment costs, profitability of the operation and management requirements for the Profit Center
and ICS, with particular attention to fairness of the plans to all involved parties.
Develop financing plan and secure commitment NAFAKA USAID
Contact and secure commitment from financial institutions. Financial Institutions
Finalize financing plan
Tender to identify company to administer the profit center District Authorities with  USAID, TIB
Prepare a tendering file and procedure. Administer tendering procedure. assistance from
Contract the company to administer the profit center. NAFAKA
Obtain commitment from buyers NAFAKA USAID
Secure information on prospective buyer requirements. Secure commitment statements.
Sensitize and gain agreement of community residents and local authorities NAFAKA USAID ,
Develop sensitization strategy (e.g. advantages of the process in terms of incomes, training, food security,  Local Authorities DADPs,
etc.). Farmer Organizations
Implement through contracted partners, or directly.
Negotiate conditions of land utilization.
Provide for the set up of ICS (storage facilities, training, etc.) LGAs with NAFAKA USAID,
Tender, contract and train the Civil Work Company, the MFI and the company who will run the ICS, assistance. Consultant in = DADPs, TIB
Supervise the process Civil Works + MFI

specialist
Contract the company to administer the profit center LGA with assistance USAID
Draft the contract, finalize the negotiation of the content, tender, contract, from NAFAKA
Operate the block farm and monitor the output as well at the community reactions Profit Center Company  USAID
Training of farmers on GAP, harvest, post harvest, ICS, market intelligence, payment schedules. with NAFAKA support,
Facilitate and monitor entire whole process, the collective assessments and periodic refinements. MFI, Warehouse

operator, LGA,

Farmers’ Organization




5.7 SUMMARY OF THE KEY ENTRY POINTS FOR MAIZE SUBSECTOR INTERVENTION

Input suppliers and
service providers

4

Vision Principle Activities Expected Outcomes m

Doubling of maize productivityand ~ * Support input companies: At least 2 input Support to develop crop specific input

Farmers Farmers Aggregators Institutional Buyers

49,800 4 3

reducing caloric and nutritional food companies are assisted with soil test sampling advice: 9 locations sample for soil test and . I d
insecurity in project districts by: and developing GIS based balance crop 50% of Kongwa and Kitetu districts covered nlcFeased zrea
*Promoting a commercially- driven nutritional approach. with GIS based system. cultivated by
block farming model. e Strengthen value chain: A profit center + Strengthened value chain relationships: . ;ractors.d
*Increasing use of mechanization, linked to a block farm is established and large Large scale and institutional buyets procuting ﬂlCeraSCd area
inputs and relevant technical scale institutional buyers are engaged in from 49,200 farmers cither directly or through cu tkll‘{ate
assistance. market linkages. ICS / Profit Centre . }Vlt sztS-
*Ensuring timely and adequate farmer * Promote Good Agticultural Practices + Widespread adoption of Good Agricultural gclzease
input financing. (GAP) : Farmers have access by SMS to Practices: 49,200 farmers in Kongwa and . i’le S. .
*Improve farmer market integration location -specific crop information. Kiteto districts are applying location specific nerease .
through improved storage (ICS). + Demonstration plots are established by agro inputs. Over 2,000 farmers benefit from av§§age prices
*Stronger relationships among value dealers and input suppliers. The profit cente agricultural training. pat dto

chain actors. trains farmers on modern and mechanized Increased capital flows: TIB/TAB, NMB, . ?fo UC€ZS-
eIncrease incomes and nutrient agricultural techniques. CRDB have financed at least 3 ICS managed nlcreaS;: .
availability from dry season cropping. *® Promote access to appropriate services: by SACCOS and Profit Centers. They have value of maize

Block farms receive adequate services and contributed to 80% of the investment cost of produced.
SHF are organized in groups. the Profit Center.
: ¢ Linked Actors to financial institutions: « Increased Access to Tractor services; At
SACCOS supported by NAFAKA and least 25,000 farmers have access to
Inventory Credit Scheme (ICS) to financed through banks are providing inputs mechanized land preparation through timely
to provide access to credit, inputs loans to SHF. Also, banks are financing the financial services.

and market linkages to scattered 1CS managed by block farm / profit center * Increase income; More than 50,000 farmers
and SACCOS. Banks contribute to funding

the cost of the Profit Centre /Bloc Farm.
Local Authorities sensitize the farmers to
ensure theit commitment to the initiative.

farmers
Anchor Service Centre to provide
critical services for optimization of

increase their returns by selling at better prices
through the ICS . For the farmers involved in
the block farm, additional increases are

productivity and access to market realized as yields double.

for block farms



5.8 ASSUMPTIONS FORTHE KEY COMMERCIAL OPPORTUNITIES IN MAIZE
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USAID | TANZANIA

FROM THE AMERICAN PEOPLE
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USAID | TANZANIA
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BIBLIOGRAPHY (continued)

. Antony Chapoto and T'S. Jayne: January 2010; Maize Price Instability in Eastern and Southern Africa: The Impact of Trade Barriers and
Market Interventions

. A guide for maize traders on regulatory requirements for imports and exports of maize in East African community 2005/2006

. Eastern Africa: A study of the regional maize market and marketing costs October 15, 2009

. Commodity chain survey (Maize); From Njombe District: March 2007

. Background paper for the Competitive Commercial Agriculture in Sub—Saharan Africa (CCAA) Study Maize International Market Profile

. United Republic of Tanzania agricultural sector development Program -ASDP- private sector development mapping, draft main report; a
repott for the Wotld Bank/FAO cooperative program October, 2008

. The impact of non-tariff barriers on maize and beef trade in East Africa Contributed Paper prepared for presentation at the International
Association of Agricultural Economists Conference, Beijing, China, August 16-22, 2009

. The impact of market reforms on spatial volatility of maize price in Tanzania August 2004.

. Monthly price watch: December Food Prices: January 2010

. Tanzania Trade Brief 2009/2010

. Transaction Costs Analysis of Maize and Cotton Marketing in Zambia and Tanzania Technical Paper No. 105 June 1999

. Value Chain Analysis of maize in selected districts in Tanzania Final Report November 2010 study commissioned by ACT-Tanzania
Agricultural Partnership

. USAID MicroCLIR/CIBER Assessment Report, August 2010

. Food Security Tanzania — Seven Original Concept papers - Brief Paper
. USAID/Tanzania Feed The Future 2010 Implementation Plan

. East Africa Strategic Review - Feed The Future: November 18 2010.

55



U.S.Agency for International Development
| 300 Pennsylvania Avenue, NW
Woashington, DC 20523
Tel: (202) 712-0000
Fax: (202) 216-3524
www.usaid.gov



	Staples Value Chain Project-NAFAKA �VALUE CHAIN ASSESSMENT
	staples value chain nafaka activity�Value Chain Assessment�July 29, 2011
	TABLE OF CONTENTS
	ACRONYMS
	ACRONYMS
	1. EXECUTIVE SUMMARY AND MAIN RECOMMENDATIONS
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	���4.1.1: World Rice Market cont’d�
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42
	Slide Number 43
	Slide Number 44
	Slide Number 45
	Slide Number 46
	Slide Number 47
	Slide Number 48
	Slide Number 49
	Slide Number 50
	Slide Number 51
	Slide Number 52
	Slide Number 53
	BIBLIOGRAPHY
	BIBLIOGRAPHY (continued)
	Slide Number 56



