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1, The following paragraphs are numbercd to coincide “ith the paragra;-hs
similarly numbered in Ref. A.
2. The three choices of ways to develon and imnlement marketing mentioned
in the IROF revnresent general choices or options open to any nation or
society. last abuses and exCasses under a combination of the first two
in Tanzania, an. current TanGov development policy/philosophy precludes
narketing development under the first iwo choices. However, governrmont
tolicy permits, and in fact encourages, utilizing the expertise of the
former private traders in the cooperative/marketing activity.

2. The UI'DY/FAO, LIORDIC groun and SIDA are fully awvare of the iolicy
(lo. 2 above) and the proposal for AMC. The latter %wo were involved
throughout the MSU study in collectlng data and assicting in other -rays.
Twro semlnar/dlscuss1on sessions of 3 days each were held in vhich all
TURDlC/SIDA staff, and numerous other knovledgeable people from the
University College, Devilan. and other interested agencies dJdiscusna.
Tanzania's marketing situation, ivs development policy, and the m-st
annrorilate approach/solution. The proposal was the result of 13 months
of nainstaking effort by a highly qualificd team of experts. svery
conceivabie problem question, (incluiling Lhooe currently being asked

by AID/W and the IBRD) and solutions vere oijered. Based w.con the
roalities of the existing situation (including our own preconceivad
notions of vhat should be best for all LDCs), the AMC emerged as the
beast arproach for a solution to Tanzania's marketing problems.
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The UNDP/FAO is fully congnizant of the MSU proposal. A. three-man team,
Abbott, Barket, Mohan,recently came to Tanzania to reurite the UNDP agriculture
marketing project proposal in light of the MSU report. They analyzed the MSU

“report and the YROP, felt the approach was sound and reasonable, and then re-

yrote the UNDP program to avoid duplication of effort, activity and responsibility
and to provide maximum support and service to the Ministry and to the AMC.

The UNDY proposal proposes a team of 8 men assigned to the Ministry with
a major resporsibility for establishing a market training program., They will
also expand the marketing intelligence and reporting activity in the Ministry
whizh was Inltisted by the MSU study team, and conduct marketing research for the
Ministey &and, upon request, for the AMC. However, this research will not dupli-
cate AMC resesrch. The estimated life of the UNDP project (5-year) cost is
approximately $1,000,000.

The NORDIC group is providing 17 cooperatives advisors, one to be assigned
in each regicn to work with the cooperatives program in the respective regions.
Their relationship to the project will be very close and strongly supportive
and will represent a wmwkiwsk continuation of the relationship established
during the MSU study. Twelve advisors are presently on board. In addition,
tlizee NORDIC technicians, who are scheduled to phase out in December, 1971, are
ascipned to the faculty of the Cooperative College, Moshi. The estimated annual
cesl, of the NORDIC cooperatives program is $300,000.

A1l NORDIC technicians were involved in the MSU study and the evolution of
bhe proposal and, as expected, supported the proposal.

SIDA: Negotiations are nearing completion for a $lt,000,000 loan for the
congtrucbion of domestizc grain storage facilities. This will be supported by
a grant of $80,000 for three technicians to provide training ¥k in the operation
and maintenacce of the storage facilities (2 years).

4, The amalgamation of .the nine marketing boards, efficient and inefficient, |
i not expected to reduce the efficiency of the efficient boards and certainly

15 cipected to increase the efficiency of the inefficient boards, whether they are

single commodity export or staple food boards. This amalgamation will transfer
appropriate commodity specialists of the respective boards, along with the

marketing functicns of the boards, to the AMC, the objective being to permit

more effective utilization of such personnel within a more efficient administrative
structure. We do not understand the basis of assumption by AID/W and IBRD that

such reorpganization will lowc 1 the efficiency of the cotton and coffee marketing
activities,

Ihe draft report, section IV-1 describes the hodge podge of functions carried
out by the vuvious boards. The AMC will standardize and/or rationalizas (1) the
marketiup functions of the various boards/commodities through a commodity board |
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ivisicn, (? the accounting and bookkeeping, (3) the pricing and marketing policies,
and (4) the administration and management. The lack of administrative and manage-
rient know-hoy is a serious problem. Amalgamation will readuce Cbhe present duplica-
tion of administrative/manogement personnel in the various boerds end permit
gelection of the most capable to provide this essential but scarce input.

While USATD is aware that inclusion of the Lint and Seed Board and the Coffee
Doard in rhe AMC will not necessarily increase their indivi ual marketing efficlency.,
ye Teel the swerall administrative efficiency of marketing operations will be
substantiall, increased, including that of the cotton and coffeec boards.

Ref. A statesc the core of the proposal aims at correcting the marketing
and nricing of cereals. To the contrary, the core and purpose of the proposal
ig improvement of the overall agriculture marketing system. One of the secondary
objectives within the broader purposes of the proposal is correcting the market-
ing and pricing of cereals. Ref. B discusses reason for not limiting the pro-
poanl to this area only.

5 I 1BRD ig opposed to establishment of the AMC and intends to strongzly
reaigt thig, it is suggested the IBRD make this knowvm to TanGov at &/l early

dabe, cince interministerial discussions of the subject are now undervay.

USAID does not share IBRD's view nor understand how inclusion of the tea and to-
bacno boards in the AMC will reduce their aggressive competition in worlkd market
(see Ref B, DAR 762). We would appreciate the information and analysis on which
conclusions of Lhe IBRD are based.

6, The AMC will propose marketing and pricing policy including "price decisions”

for approval by the Minigterial Council. We ask how this differs in general
vrosbice from yays marketing and pricing policy decisions are made in the U.S.,
assuming "wrilce decision' means support price to the nroducers.

s Actaon to dabe consists of Cabinet epproval in principle of the proposal
ﬁJﬁLJ-HCd in the dreaft nqunting report and the FROF, Hef. B. The next logical

antion, "nl h has not as yet been taken (nor does USAID know when it may be
taken), is the enabling lepislation to authorize establishment of the AMC vhich
in effect 1ill disbond the existing boards as they are amalgamated into the AMC.

Tt is unlikely that action will be taken to initiate pricing poli¢ / adjust-
ments and pilan proposed administrative realignments anl reorgenization among
mavketing institutions prilor to project approval and arrival at post of the tech-
nioal competence for this purpose. If the TanGbdv had this competencs, their
marieting syalem wvonll not be bogeed rown, The TanGov requestced AT agaislance
with the total agriculture marketing structure because they were awvare they WXX
had problems and needed assistance and guidance. They are still well aware of
thelr problems and the lack of competence to proceed. very far without assistance.
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Frequent reappraisal of price policies in a coordinated manner means just
that. The AMC will review research and data and hold discussions with and
solicit comments and recommendations from: the Ministry of Agriculture, Food
and Cooperatives, particularly the Planning Division and the Cooperatives
Bewd.  Development Division (CDD); DevPlan; the Treasury; the National Agricultnre
and Food Corporation; the National Agriculture Company; and other parastntals.
Follawing this coordinated reappraisal the policy modifications deemed necessary
will be tormulated,

Compara  ive production advantage, whether for export or import substitution,
is determined oy favorable enviromment and production conditions, production
and marketing efficiency and market demand. As an example, consider cashew
nuts. Tanzania's environment and growing conditions are fawvorable to the pro-
hiction of cashews. Production efficiency is reasonable and marketing policy/
practices fair though both could be muExiwmit substantially improved. The market
demand 1s strong resulting in a favorable mak= market price. When the total
preduction and marketing costs are deducted from the market price and sizeable
srofit margin remains Tanzania finds it has a comparative production advantage.
Wlien another nation produces more cashews at a lower unit cost, Tanzania loses
its comparative advantage.

A11 thoee concerned in the production and marketing of a given commodity
have an influence on and therefore assist in the determination of comparative
advantagz. However, the AMC because of its function/responsibility will have
the data at hand to meke this determination. Recommendations regarding Exx
increasing or decreasing production of a given crop in terms of comparative
production advantape, based upon a combination of research on short and long
range market trends, production potential and efficiency, ete., will be made
ko the Ministry of Agriculture, Food and Cooperatives by the AMC. Action beyond
that pointl will be beyond the responsibility of the AMC,

8 Since the agriculture marketing project will be very extensively involved
with the CDD as well as the AMC, AID/W's question as to where AID technicians

will be assigned seems a moot question. Apparently AID/W is attempting to isolate
or scparate the CDD and AMC functions and responsibilities in the marketing system.
In view of the very essentlal functions, both the mx AMC and the CDD will perform
and the yell-meshed, coordinated effort and cooperation required of botl if
efficient marketing is to result, the AID technicinns will work across-she-board
with both as requirer. USAID sees no problem with place of assignment. However,
to ansyer the question, the technicians will work as follows:

A.  Asgigned to AMC, doing most of their work for AMC,
1) Chief Economist

o)

2) Sales Operation
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B,  Assigned in AMC but working across board with both AMC end CDD,
1) Organization and Management
2) Accounting
3) Market Development Economist
) Procurement and grading, transport and storage, and cooperative
relations

¢, Assigned in CDD, doing most of their work in CDD,
1) Research and Extension
2) Inter-disciplinary Social Science Research
The General Manager of the AMC will be a Tanzanian with the Organization and
Management specialist as advisor.

USAID disegrees with AID/W reluctance or reservations regerding an AID
funded technisian as Director of Inter-Disciplinary Research. AID/W epparently
is much more seansitive than the TanGov about an AID technician performing re-
searsh on production practices and economics in Ujamaa villages or small-
holder operationg.

USAID had thought a university, perhsps the mid-west consortium, would be
the best source of technical assistance. However, if private enterprise can
delivey USAID is sgreecable. Inadequate and untimely arrival at post of project
staff is a potential problem with all projects. Ve do not foresee this az any
more restrictive for this project than for many other projects. We prefer to
operate with a confldent, optimistic attitude and xmg¥yx rely on AID/W and the
contractor to deliver the required expertise.

9. The AID technicians would conduct the discussions and scminars with the top
and middie level government officials and leaders. However, with Cabinet approval
of the proposal and the vitel TanGov interest in improving marketing, RIIVW

may be absolutely assured of TanGov officials agreement in attending and par-
ticipating in the seminars. These seminars are intended to be conducted az soon
as possible after project approvel and arrival of the technicians, and will be
conducted prior to nearly all other actions in the proposed project.

10, The CUNA technicians are working effectively in the CDD. The Commigsioner
of CDD and the Principal of the Cooperative College, Moshi, jointly requested
USAID to provide the OPEX technician (accounting/bookkeeping) to teach at the
College. The Ministry of Agriculture, Food and Cooperatives specifically re=
quested USAID assistance in improving their marketing system and the Cabinet
approved the USAID proposal. The CDD is an integral part of the proposal package.
What reason do we have to doubt, in the least, U.S. financed staff effectiveness
in the CDD? What additional assurnnce can we ask of the TanGov that would be
meaningful?
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SUBJECT - Agricuolture Marketing -- Project No. 099 --

AGRR Revised Draft PROP -- August 1970

STATi REFERENCE - (A) Memo IBRD Discussion on August 31, 1970;

DAR 1 — (B) STATE 1011865 (B) DAR ES SALAAM 16083 and (D) STATE 076710

HECTO _I

1. AID/W appreciates the importance and need to improve Tanzania's
Marketing System and as indicated in Reftels, we are willing to
consider providing assistance in the area of staple food crops.
Y2 believe this area has been properly identified as being the
one in greatest need of assistance. Also, the risk in concen-
trating our limited assistance in this area appears to be much
less than attempting to spread our limited mxwkxmws resources
across the board.

2. Ve believe that the mission, with appropriate host-ccuntry consul-
tation, should further revise the PROP, and concentrate on the
marketing and pricing policies of staple food crops with emphasis
in the HAPB vhich reportedly is in the deepest trouble. This would
permit directing initial assistance toward resolving maize marketing
and pricing problems vwhich are of major economic develonment importance
in Tanzania.

3. The project goala of the revised PROP should be refined and addressecd
to solving the staple food crops and NAPB problems. "' are not amenable
to leaving "Rstablishment of the AMC......" as one of the gk goals.
Yet, we recognize that the TANGOV may well proceed with the amalgamation
per the recommendations in the MSU report.
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k.

AID/W would prefer that assistance Horxx to the Cooperative Development
Division (CDD) be left to other donors if at all possible. An exception
of course, might be the regulatory function now performed by CDD that
would be shifted to the NAPB, :

In preparing the revised PROP, the mission should 1imit the number of AID
technicians to four or possibly five per Ref. B. Mission should recognize
that the justification Zor each position will be examined critically in
viev of desire to minimize xtmpamt staff and to be in position to meet
needs of higher priority projects i.e., Agriculture Planning or Agriculture
Research. A more detailed description of desired qualifications and duties
to be performed by each proposed AID technician hhould be included in the
PROP,

In conclusion, AID/W is interested in providing our limited assistance in
the highest priority area. Ve believe the NAPB is in this perimeter and

would appreciate mission/TANGOV developing the reviced PROP accordingly in
order expedite implementation of this vital project.

ROGERS
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