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INTRODUCTION

USAID/Tanzania submitted a "Food for Development Identification
Document” for Washington (AID and USDA) review on December 5, 1980.

* This Document proposed & PL-480 Title III program to begin in FY 1981
v - === r——]

FEl

valued at $85 million plus ocean freight over a five year period to:

"....assist Tanzania to increase the rate of growth in the

staghating agricnlture sector of the economy. The program will:

1) improve.performance in increasing food production:; 2) strengthen

the system which enables the country to store food surpluses in years
of -.good harvests and distribute them in years of bad harvests, and

‘3) improve export crop production as a means of inereasing vitally

needed foreign exchange.”
On January 14, 1981, Washington authorized USAID/Tanzania to

proceed with development of a detailed Title III Program Paper which

ig.

0-35, million) apd shorter

(3 years) than proposed by _the Mj.ssiou‘. The an.alysis was to be

conducted in two phases, with an interim review by Washington staff.!iuﬁ:‘»

- would be "development of coherent analyses of agricultural production

Guidelines for the analysis provided that the objectives of Phase I ?}\W

policy concerns and an evaluation of the Tanzanian Government's ‘@
n_:_l-__/

Phase II

ability to effect changes through Title III assistance.

a—

would "focus more specifically on project level activities, institu~

tional/management constraints and the congsolidation of all ma;griﬁf,

2/

into a comprehensive Program Paper.''=

1/ state 9490, January 14, 1981.

2/ Ibid.
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In the initial meeting between the Minister of Finance and the
AID Mission Director and a representative of the Design.Team, the
Minister indicated the high priority for importing food by Jume 198l.
To ensure that development and negotiation of a Title III program
would proceed without the pressure of such timing, the Minister decided

and the USAID Director agreed that a Title I program would be developed

for FY 1981 and the Title ITT initiation delayed until early FY 1982.

a—

This document constitutes the report of the four-person ATD and

USDA team which, in conjunction with USAID/Tanzania, carried out the
analyses called for during Phase I. The team, in Tanzania from January 25

to February 11,1981, reviewed a wealth 'Of statistical and analytical

literature available on Tanzania and met with a number of Tanzanian

officials, including the Ministers of Finance and Agriculture, other

Ministry staffs and the héads of several crop parastatals. In additionm,

TGy

representatives of the World Bank and other donors as well as University

of Dar es Salaam staff were comsulted.

This report is presented in a format which is designed to facilitate

further Washington consilderation of the problems and opportunities fox

increased agricultural production in Tanzania, and the role a. Title ITT

—

program might play. Several recent studies on the agricultural sector
in Tanzania have been critical of the performance of the agricultural
sector, particularly as regards price policy and production trends.

The conclgsion to be drawn from this study differ at times in degree
and emphasis from these earlier studieg. This difference is due not
so much to data interpretation as to difference in the perceived goals

and objectives of what Tanzanian policymakers were trying to achieve
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and of the major events influencing Tanzanian development over the
last decade. It starts with the belief that Tanzania is a drought-
prone country which has managed its ag%icultural sector reasonaﬁly
well (in terms of its own explicit objectives - food security and equity)
in spite of a series of droughts and shocks during the decade of the Q“PLS
1970's, The Government has set forth a plan for the economy and _‘L{;S w

o &\

”, L

\a P

reality of the situation as necessary. The team concludes that k{@ﬁ“ﬁ

has endeavored to follow that plan, adjusting its actioms to the

there are a number of opportunities requiring further investigation
and selection for effective application of Title IIT tools.

The specific areas for amalysis called for in the guidance for
Phzse I have been grouped into four general aresas of inquiry:

t? éﬁgitﬁ
-~ constraints to production and marketing, focusing both on

short-term and long-term issues,

-~ Tanzanian agricultural planning aznd investment.

-~ the role and effect of donor assistance in the

agricultural sector.

-- the need for and use of U.S. food aid.

The following analysis of these questions leads to some additiomal
guidance and narrowing of project selectiom for the Phase II team. In
addition, the review of the analysis which follows should be undertaken
in the context of the FY 1983 CDSS which was submitted to AID/W January
31, 1981. That document provides an overview of the economic and social
framework and places this proposed Title III program into the context

of the overall USAID assistance program.



STTUATION AND BACKGROUND

Drought

Any analysis of the Tanzania economy and partieularly the

agricultural sector must begin with full recognition of the role of

drought. Tanzania has over most of the country a drought-prone

ecologzy and it is the ever present specture of drought that is the

major factor affacting the decisions of farm fagi}ies. During the

R

past decade Tanzania has had three periods of drought. Although

relizble production data for food crops in Tanzania are not available,
official procurement by the National Milling Corporation (NMC) of the

three masjor food crops (maize, rice and wheat) gives a good indieation
of what has happened to production, In using official procurement as

an indicator- one must keep in mind that only as little as 50

percent of maize and rice and somewhat more wheat is marketed

through NMC and that during periods of drought a farmer tries to hold

largef stores and markets less of food crops.

Figure number 1 shows the importznce of drought in explaining the
variations in official marketings of maize, rice and wheat through NMC
from 1971 through 1981 and by implication the effect of drought on
maize, rice and wheat production. While it would be possible to
derive a trend lime for the years 1971 to 1981 such a trend line would
be essentially meaningless since the major factor is the drought
asgociated variation. The critical factor with respect to food
production and. ite functioning of the general economy is the periodic
shocks to which food production was subjected as a result of the

droughts of 1972, 197/4-75 a2nd 1980. In these circumstances the first

concern of the farm family must be to attempt to assure that during



B . e =T ‘
F a7 * .. P 3 \ M I . M . .
.Fv_ Tdﬁtzmulm.Lml.m.l._. u.Ll.o T ! L - ! .n'...lm.lr - £y : L l.unaillmlm 3 pt “ .lnl.T.r? de tl-*l!u...ul...l
: - H : 3 L i - =l 4 P E H
B ml.l.TJ!n. ey e et DESLIE TR L.r yoem g o3e i \...-h H R e Bt
S ,L!wl.u - Jll.nll....lll.ull.l.flulvcl.lr B Rt ~2 = mn bt .4.. ~ s o B syl e ee—-
._..L. H B T N 7 1 T .hH.__ [ L 4.7 .
] ol et PR TERA L I PR S S o T R
feme ol 12 O AR N Dk el DR AR SR SOV S 2 —— e e e ———
- H « M . . . -
T l.....;“...n“.-l ,Wi S meee i el e i Fed i .Am.. — l...al.....ll....lal..alm..w.llrﬂ
s LI!- - SRS S e - N i S it B .- ......4..... ;-7
T T == tlillﬁ..... - b - = ™1 uullt.".u.|1r._ - 1.*1.....:.4
mwiq..lrtm...w ke G + = ."|. - « et s L g ——t 4 MIT|.|:. —— ....Il‘l.\ R N
. p - > = T n T M
J.l._l L.ll.l.. B R T i e R Bt B B R b tae e et e e s —ee |+... ——
...l..1|.|lru -— lu.l..i!...l dn e an mm et e tmgmy e b edesmag e s g e ———— — e
M|u-n|.|l|- O \" e msmm oamw 7 - iy s ——dee— e b vl.l.wlll _— l\.ll— - -
e e e e e s i el do sk — e s Vamar [
1 - A= e e - - .
- —mm e T b . i i e B B -
4 4 R e} - + [ L ot B 2 — b S : CENLA S Y — i ——
s oz T } 2t .J'wlllJ. -t £ tmr -t - E [ t : - — j.lJllTl—.
s L L T T T T T T T T T T S T AT
b s e e e e - . ull.m.l.ﬂl...l....l I:Hmr.l —— - ”oi.lllwf|.4| i II+ O L
- D |_| i.I'.-.l....l o - L —— e pe— s ———— e - l:..l._r -+
E s e O iU ) S S ot | e R D I ——
v . s 1 F
s e L A - 1 1]
B R e L i e e s et P S L =
1 - I I Lt . UL N S el e e o
F o 1!."!\'3 - Im ——— - — —— iy T i .I..I.J.I.I.I e .||l1.] -t y— U — —— Sead
ﬂ. .nl i et TR I . . nl.rl..lut'..l. vk e — - lel....lu [P AN VI
— e .l.lM R A - ul!.- R e .*Iu - 7 -t e ey mhm o p oo mmmat o
T.|I|i' - i r—m— L g - L +- —_— 2 e oo e ——
Im!....ltlr r|t.l [PRO S WOV U S - |M....ln|-r.|.l...l e e _~.|\l.. P L I B o
..+ ..r....u .rT e R TP VI SC- VRO B, PRI Sy S S i e e s e —y——
— b N 1 . ] L
- [

. 3 — N R L 1
T m———r ] - - el T e N T T T e ealatal puer et R e
r - T Tl . g . - -
P . N s

B T L S S, U S Bl S S Tt matad

/Ir%. e e i = 4.!.4.!.11 [T S R

e I e S
al|.|=|.||vl|.| e s 1 - L

— e . FUp I - o mm e sl pamemmnam e v 1w s —— e oo e e T = =

\ ™ Y
\:]%e rruwlz(’.x |
?

g
i
iy

WASEA N

¢

e

1
7
: : ;
! ;
I 5 1 ] B Vg N v
=1 v T T LI s H T
o e A A : Sl ‘
.MMI_ bt 1 ] v ! Ei L. LT “.llw 7 T ™ o=
SR AR LI I A W S o T A ERE I T T T AT N E
P i Pl — I [T i NN IR H iy H P 2 LE
¥ n M i = 1 3 3 4. n H T T T 1 : w. 1.. S — t i L ‘\m I : .m.q..nl“w.
— - t H i 1 . I i 3 H R 1 N * H ) [ (I SR T PR
P ”Mmu i SR ' Vol [ F } [ : V3 4 l i : N 1o b .m
- e o . ¥ ~ T T T i - i e T T !
- I [ I : I -y I -r 11 EA RN 11
ﬁrw. [N R } 7 i T I F i T T [ IR N
oy 4 [ LA AN P o X M IR R T
rﬁ.l._ ) = byt ] i : m.._._._. . = T b s by T
L3 ] RN { , |t P Nl ' 1 [ _.ﬁ_ [
e it r 1y Sy ] - I [ LI 4 £ . P r ]
R N A Y i1 ™ SMTRETIEE O A . L [ [ :
. LA . iy E 4 ? ) AT -
L LI A : PR = T : LT AP
E ! L I LIF N Y : MRS NS
1 Lot Ty T N R T A NP aE| Al R
2 3o i 1 T I it HM S [ —C T - Fall
3 il I R IREE idr IR EENE AREUNEE SN AN N Fie- - ETEE
3 . I B B Ef T R I A e Y T T SR N
3 T I B T RS : SLASE NG A R M A O A W I P e
m_ IR i r s 4 NN I Llnv.hL_u_. AR H L T 13 MR N N
E FI Rk [ A Tl e a3t AN NN PR AR AN AR
S e T T gt T !lvz.Tlr v oo ey P = :
f~ | T T e MRS I~ A 5 N N O N T T
.m ' .._.. \ . _..". _M"_,.,n.... P : ] h... N ".“ ' - u.“.u ; “."...
“.-r PP S PRI |0 UGS WO Uy EEN G | 3 — L _— n‘I.ln.... .nl..l.l._llll.l..l..ld?m.ll“..l. e L .nl.wln —_—— e
B I L L LS . e e i el L - e H RO SRV G UV U S,
M.ﬂv.lo“ “ ot —— — - . = 3 lll]“'ﬂl - T o]
~iA ; - - s 7
-w.-”QL ...- e ——— e e e T e . A - —— == = = - .-..1.I\h. .ﬂ!r D.l PP R ———— —— . e e
jEZ -..r...m Tt e T e L PN V..t.l..l.ill.l..nlrns... ce—
mu I - —r . 2 3 eamim e e R e = T i ey s
: —fm . o - 3 4....mi.llu|...l..|..r|l-..4 ..I...II....“.II\-\.I.II] e e amne i e S e
m_ — M s ot e —— .— w—— A__I. g L . LR—— o e mme Lo o mm = e e aeae - T —
H - b U e e me e m * S —_— emem  mmar ey s e v aee = a s emm——— - 4 eams e
] ] e e e e ma ear - .y mem e . o ae e omd o man PR . . e mam = = = = ul..lm.i - -
i S - \l{.!fJ U A RPN S S
_ ———— e = et R L e - - —pade— e e
i DI il L e S P S t_..l.ll..r —_— — H H | PRV - ma i et b

-
. .3 0 S Q e
ik uUTAY - L~ < Fhuw [« hv
~ey A A ™ ~ - -
a0 TiEv] Hdldys

\p 199



3
drought there will be sufficient food supplies to carry it through the
period of insecurity and that the risks associated with obtaining
food are minimized. This means that in a drought prone ecology

P
traditional agriculture systems are biased in favor of low-input

subsistance food crops and against high-input cash crops.

g e

As with the farm family seo with the nation, in a country where 90
percent of the people are engaged in farming. Avoidance of the con-
sequen;es of drought--the nead to purchase with scarce foreign exchange
large amounts of basic foods, the increase in morbidity and mortality
as caloric Intake decreases, the spread of political instability in
the face of persistent hunger - means that the production of sufficient
supplies of food to assure food security inevitably becomes an over-
riding priority. The risks associated with relying on comparative
advantage become too great, particularly in a world of increasing
0il prices and gemeral inflatiom. Current predictions of an increasing
shortage of_fcod to meet African and worldwide demand and caloric
requirements imply that this situation will worsen over the next decade.
It is highly 1likely that relying on purely market solutions to provide
sufficient food grains will place a country like Tanzaniz in an

increasingly vulnerable position.

Other Strains

In additiom to the exogenous shocks from drought, the Tanzanian
economy has been subjected to a number of stresses and strains from
both external and internal policy decisions and structural changes.
These include decisions to build the TAZARA railroad, the TanZaﬁ

highway and an oil pipeline largely for the benefit of Zambiz and

other countries in support of liberatiom struggles in Zimbabwe and



6

elsewhere; sharp increase in oil prices in 1973 and following years;

large increases in world food prices during 1974 at the same time as

the drought in Tanzania; the major push for\villagization\n 1974 and 1975;
the breakup of the East African Community; and the Uganda War.

Each of the external or internal shocké adversely affected the

-
-

development pace in Tanzania,

The .major investments in infrastructure largely for the benefit
of Zambia diverted reSOu;ces from such development investments as
improvement and maintenance of existing iafrastructure or capital
investment in agriculture. The clustering of increased oil prices,
drought, villagization and general inflatiom in the industrialized
nations in a brief time period caused decreases in agriculture
production and government revenues and significant worsening of the
balance of payments situation.. The Uganda War diverted resources
from development investment and impacted negatively on the balance
of payments; and the breakup of the East Africa Community meant that
Tanzania had to inwvest capital and divert manpower resources to take
over and operate national services such as railways, air service,

postal service, etc. Izrespechive of the level of effectiveness of

Tanzania policy and performance, it is clear that the series of events
—

enumerated above would have had a strong negative affect on the balance

of payments, -the level of productive capital investment, government

revenues and expenditures and the utilization of manpower resources.

Policy Objectives; Equity and Socizl Development

In evaluating progress-to date we shall do so from the perspective

of Tanzania policies and goals. "iIn addition to the usual growth and

efficiency objectives of policy, the Tanzanian Govermment has been



A
: ' /
explicitly committed to a high degree of economic equality, mass access
to public services, populzar part1c1patlon in economlc decisiop-making and
naticnal control over the economy. 3/ Tanzania has also, as a matter of
policy been committed to the villagization of the‘rural population as a
mea#s of expediting the provision of social services and increzsing populér
participation in decision-making and, with increased'emphésis since the 1974
drought, food self-sufficiency. Tanzenia has achieved considerable.success
in moving towards most policy objectives.

Control over the economy has progressed significantly by
nationalization of such things as banks, insurance companies, whole~
sale trada, and_selected manufacturing'firms largely tﬁrough the
establishment of parastatals. Villagization has been substautially
completed with the establishment of reglstered villages in vlrtually ?ll
areas except where villagization was deferred for production reasons. ot
Real progress has been made in. providing public services to mest mass
needs. e

To measure this progress, the following compare Tamzania's progress in
certain social objectives to the performznce of other African countriés. The
death rate and child mortaliéy are substantially below the average for low
income countries and equal to that of the average for middle income
countries, the percent of population with access to safe water is more
than sdz higher than the average for other low income countries and
for middle income countries; population per physician and nurse ratios
are better than for the average low income countries and comparé
favorably with middle income country averages; 70 percent or more

of the relevant age group are enrolled in Tanzania primary schools

as compared to 54 to 62 percent averages for low and middle

3/R.H.Green, et al "Ehternal Shocks and National Pollcy Maklng'
Tanzaniz in the 1970's", p. ix.

ﬂ/J Mudge, et al, 'Tanzanlan Development Performance and Implications
for Development Assistance," November 26, 1980 (mimeo) p. 5.
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income countries; adult literacy is nearly 70 percent compared to
less th#n a 30 percent average for both low and middle income
countries; life expectancy is 6 years longer than in the average
low income country and 1 year longer than the average for middle
income countries. ’

’ .

Tanzania has also made some progress in narrowing the income
diffe;ences among the population: '"according to the Ministry of
Finaéne, government policies in this regard have reduced the gap
in effective purchasing power betwzen upper and lower public sector
employees from a ratio of 10 to 1 down to a ratio of 5 to 1,2/
With respect to income distribution for the total population Mudge,
et al, conclude: "Finally, the data on absolute poverty indicate
that Tanzania has a lower percentage of the rural population in
absolute poverty than for the low income group, despite the fact
that the rural poverty line is higher in Tanzaniaz than in the low
income group as a whole, This would tend to support a hypothesis
that incowe and asset distribution in the rural sector is relatively
egalitarian compared with other low-income African countries.” &/

Tanzania has not done as well in moving towards growth and
efficiency goals as it has done in other areas. Significant
technical, institutiomal, organizational ané managerial comstraints
to expanding the nation’s wealth continue to exist. The evidence is

R T T e aaan wuem

01f§F that a number of institucions and organizations simply de_not

3/ DAP FY 1976, p. 13.

6/ J. Mudge, et al, ob cit. p.
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cperate as well as they should. However, it should be noted that

p—

Tanzania does appear to be making some progress iz providing food

security for itself during periods of drought through its owm

p—

production and marketing efforts,

Response and Results

In order to more clearly understiﬁ& the performance of tie
agricultural sector over the past decade, the major crop activities
have:Been analyzed at length. At each step of disaggregation, the
peiture becomes clearer., The frequency and severity of droughts .
has increased significantly since the.mid-60's and Tanzania has bheen
forced into giving priovity to food crop production. However, government
policies did not furn against export crops, as the evidence can demonstrate.

Degspite the emphasis Tanzania has placed on food production over the

.giig,ggg;xgg;sqaﬁhis_has not meant that export crops have beem ignored.

Tanzania initiated a2 number of actions to_increase farm output and ~

improve marketing performance, though not all imitiatives have worked

out well. While donor agencies have contributed to some of these efforts,

a great deal more needs o be dome at the farm and parastatal levels ‘gL£==

to increase the quantity of export crops marketed.

As has been emphasized in a number of recent studies of the
7/
Tanzania economic situation, the volume of export crops marketed
was twenty-five percent less in 1979 than in 1970 with the decline

in marketed output of export crops following on price increases for

domestic food crops in 19753 and 1976. Because there has been a
e

correlation between price increases for food and decreases in export

T

production marketed, there has been a tendency for analysts Lo attribute
——

—

7/ See for example Mudge et al and Ellis.
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declines in the marketed ocutput of export crops to the change in
relative prices between domestic food .and export crops. A crop

by crop analysis casts some doubts on how important relative price
changes were as a factor causing decrease in export crop production.
Of seven export crops marketed, output declined for four crops (sisal,
cotton,'cashews and pyrethrum), and iﬁ;reased for three crops (tea,
coffee and tobacco). Sisal production has been falling since the
mid-1960's due Fo declining world prices which led to diminighing
returns to the industry and discouraged capital investment. While
market progpects for sisal have brightened with the impact of oil
price increases on synthetic fibres prices, sufficient time has not
elapsed for declines im.output to be reversed. With respect to cotton,
the real price has not deteriorated in relatiom to competiti%e dry land
food crops. While cashew prices have declined relative to other crops
and the cross price elasticities way have had some impact on cashew
marketing because of the allocation of labor to other crops, the
evidence indicates that such things as inadequate capiﬁal investment
and villagization have had significant adverse effects on cashew
marketings. More studies are obviously needed to ascertain the

real causes of decline in cashew output. As for pyrethrum, which
produces less than 17 of the value of Tanzania exports, there is

some indication that falling prices have had an adverse affect on
pyrethrum-production and that there has been 2 shift in production
to‘potatoes, maize and tea because of shifts of land and labor.

The evidence indicates that for the most part, export crops whose

output declined have had important techaniedl and operationmal

problems and/or insufficient capital investment. These problems could be

only partially ameliorated by higher telative prices.
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CONSTRAINTS TO PRODUCTION

Rather than discuss individual crops, we have grouped them into
8/
four categories: swing-food cxops; drought-resistant, inferior-
demand crops; the edible oil crops; and the non-Zfood, cash, export

-

erops. .

Major Crop Categories

-

Swing-Feod Crops Maize, Rice, Wheat

Drought-Resistant Crops Cassava, Sorghum, Pigeon Peas, Cowpeas
("Inferior Demand")

Edible Qil Crops Groundnuts, Sesame, Sunflower, Cottonseed

Export Crops Cotton, Sisal, Cashew, Tobacco, Coffee,
Tea, Pyrethrum

Crop production areas in Tanzaniz can be broadly classified into:
1) the highland areas of Arusha, Kilimanjaro, Iringa, Mbeya, Ruvuma
and Rulkwa which tend to have highly productive soils, good rainfall
and high production potential; and 2) the lowland arzas of the rest
of the country which in general are of lower soil fertility potential
and have highly variable rainfall conditions which make crop production
in these areas much more uncertain except for certain dryland crops.
The highland areas contain 33.5% of total land area and 28% of the
population whila the lowland areas in which production is much more
* variable and uncertain contains 66,5% of the land area and, more
importantly 72% of the population. @Given the distribution of land

and population, the major source for variability in crop production

8/ Swing-food crops are those which have a fair demand on international
markets so that when domestic consumption is satisfied, they can be
readily exported.
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r
and the major area of comcern for drought resistance are these
lowland areas. It is here, therefore, that food security is an
overriding issue in both government policy and individual farmers
decision making. The following sectiom will discuss briefly the
implications of drought and attendent risks on production patterns

v

and resocurce allocation.

Production Patterns and Food Security in Lowland Agg;cultﬁre

+

When drought persists,farmer seed increased mixtures of
drought-resistant crops. Since traditiomal imput levels are nil
and land is readily available, a fzrmer who seeds 2 acres instead
of one during a dry year when yields are 1/4 of normsl will harvest
1/2 the expected volume rather than 1/4. This would not mecessarily
be the case for the preferred food crops. The diagram below

illustrates this phenomena.

{
Kg/ha l,f"_r— Maize
s }
Yield e
| Sorghum
400 [
i
200 |
*Fainfall
Drought years Average rains Expected raing

rains = 150 mm = 250 mm = 400 mm
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The expectation is always for "good" rains,. meaning adequate
for maize production at 400 mm (bimodal rainfall pattern). However,
a¢ can be seen from the graph in the preceding section, (p.5) there have
been three droughts-in the last decade, one of which lasted two years.
Hence, "on the avarage", rains are only 250 mm. At this level of
rainfall, unimproved maize yields only 400 kg/ha., roughly the same
.yield as sorghum. . However, for those particularly dry years, with
rainfall at 150 mm, sorghum still produces 20C kg/ha. whereas maize
only produces skinny stalks without cobs. The farmer, concerned
most with family welfare, hedges against the ever wore frequent
drought and seeds a few "extra” plants of sorghum (or cassava,
pidgeon .peas, cowpeas, or sesame). When rains are heavy, all crops
.do weil, but maize is preferred for home consumption. If somecne
is willing to buy the excess less tasty crops, they will sell readily.
Once it -is. knowm that there is a floor price in bumper years, even
more drought-resistant crops will be sown. Care nmust ﬁe taken at
this point not to disecourage such safety-first plantings. It costs
more to covér a shortfall in dry years than to disposas of a surplus

in wet’ years.
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What is required for food security is not carry-over stocks for

feeding the hungry, with all of its problems of inventory financing,
s =

storage losses, and redistribution costs, but adequate drought-
A A

resistant crop production in dry years to provide for auto-consumption.

More elaboration on stocks for food seéﬁrity will be discussed in a

succeeding section.

pa—

JIn aiming for food security at all costs, which is the prevading
attitude Tanzanian farmers inherit glcng with their land, the peasant
farmers in the less-favored ecological regioms adopt a2 risk-avarting,
gafety-first crop mix. To be sure, there is always a heavy proportion
of drought-resistant crops; second comes the preferred grain crop, maize;
and third, 1f excess resources are left over, and prices and marketing
support is present, a gash crop will be thrown in. Two major combinations
exist. In the semi-arid regions, a pulse such as cowpeas, pigson peas
or cassava, is wixed with a coarse grain - sorghum or cne of the millets -
and a cashcrop, such as cotton, sesame, or sumflower. In the higher
altitude wetter regions - the upper zome IV's or zone IIIs -the pulse
is beans, the grain is maize, and the cash crop can be groundnuts,
tobacco, vegetables or livestock products. Moreover, this mixture
always includes a proportion of the "inferior" crop from the dryer
region in the average allocation for that crop type, If the farmer
has 5 acres (2 hectares) with one set aside for pulses, that acre
may have 60% beans and 407 pigeon peas. Depending upon where-one
straddles the line between those two zones determines the degree to

which the percentage concentration fazvors the dry-land mix or the
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wet-land mix. And to complicate the situation even further, if one
of the crops spauns two wet seasons, different forms of iantercropping
emerga, such as cotton and maize planted in interrow combinations

for the short-rains followed by cotton aloue in the long rains during
its maturation period. Intercropping E;n also appear with the pulses
and grains at any time.

As one's land becomes more productive, in the sense that ecologically
some cash crops seem to have historicazlly earmed high returns, this
complex mixture gives way to modernized sole stand production. In
several pockets seattered aroumd the country, one finds sisal, cashews,
tobacco, tea, coffee, and pyrethrum. These crops are sometimes exploited
in larger plots or plantations, often under government estate control,
znd overseen by parastatal crop authorities. These authorities plan
the production, provide the inputs and extension services, collect the
raw material, transform it to a semi-processed produckt, and arrange
for sale or export. )

l.ooking at the price movements for each of these products shows
the following. 8isal prices have declined until recently, but the
expected price increase due to the remewed demand for twine to
replace systhetics may be short-lived because of new technologies
in baling techniques. Cashew prices will continue to rise. Tobacco
prices will likely decline as Zimbabwe reenters the world market and
regains the role it played prior to the insurgency in 1971. Tea

prices continue to drop off in London and the lack of access to the

Mombasa auction increases commercialization costs. Coffee, thanks to
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The data shows that the cheapest crops to produce are the
drought crops, followed by the food crops and oil c¢rops. Cash
export crops require 15 times (15007) more input cost than food
crops. This generally implies a significant increase in risk because
risk is measured as a function of tota% input cost, Labor inputs
follow the same pattern, and are closély related to requirements
for input applicatioms, for fertilizers and crop protection., In
ternd of purchased inputs per vzlue of output, the same hierarchy
holds tzrue. It takes about 4¢ of local purchased inputs to produce
a shilling for export crops and only 2¢ to 3¢ local costs to produce
a shilling's worth of the other crops. Iun terms of imported inputs,
8¢ of foreign exchange is required to produce a shilling frow exports
whereas only l¢ is meeded for the other crops, except oii CTOpS,

which is about 3¢.

Food Security at the National Level: The Special Role of the NMC

Not only doss food security play a major role in rescurce
allocation decisions at the farm level but, as mentioned earlier in
the paper, this concern significantly affscts national resource
allocation and policy decisions. The National Milling Corporation
(MMC) has been assigned the major role in meeting food gecurity
needs in Tanzania.

In 1973-74, when the National Agricultural Products Board was
phased out' of grain and pulse purchases, the Natiomal Milling
Corporation took over the role af purchasing not only maize, rice
and wheat, but also cassava, sorghum, millets and pulses. The

policy adopted was one to spur production of food crops, especially

drought-resistant crops, through floor pricing. This policy was
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designed to insure production of drought resistant crops and to
‘provide a strategic reserve accumulation during bumper crop years
for carryOVéf énd redistribution in dry years. Given the vacillating
nature of the volume of food crop production, purchase of surpluses
should only occcur during relatively_ggod years. The diagram below
(Figure 3) shows how autoconsumption takes the first 600,000 tons

of maize, that the informal, parallel. free-price market takes the

-
-

next chunk of production, and that the NMC only gets the surplus.

S0 as to entice increased production in dry years, (supply curve §')

the support price has 'to be maintained at a relatively high, producer

subsidized level, P;.
However, the average supply curve is represented by 5, and in

such incidences, the producer subsidy is the whole shaded areaz, and

the quantity purchased by NMC is Q*-Q'. 1In 1978 with a bumper crop,

NMC purchases were Q"-Q'.

Figure 3
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In 1980, the producer price for maize was ssat at TSH.1/=,the cost of

marketing ave;aged 95¢, and the retail price was set at TSh. 1/70,

a subgidy of 25¢ per kilo to the consumer. Sembe (maize Flour), on
the other hand, was subsidized even further. With a cost of around
TSh. 2/35 for production, milling and distribution and a retail price
of TSh. 1/25 it .can be -clearly determined that the TanGov intends to
subsidize consumption for the poor., 8ince the relarively well-off
prefé; rice and wheat, neither of which are significantly subsidized
at the retail levels; the sembe subsidy is targeted to the lower-level
income groups. The absolute poor are left with sorghum and cassava,

However, this subsidy allocates maize to a substantial portiom of

the population that wonld otherwise be forced to consume sorghum

and cassava, Wwhich do not receive consumer subsidies. As discussed
in a later section, consumer subsidies for the "inferior demand" crops
might have z useful effect orn the disposition of some of the surplus
of these crops which is now being produced. In a coanry such as
Tanzania, perhaps this type of targeting of consumption subsidies

can have a significant nutritional effect.
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POLICY OPTIONS AND IMPACTS

Utilizing the above framework the following discussion analyzes
the potential of altermative policy options to increase output, These
policy options can be divided into those that impact in the short-term
and theose that impact only in the long-term. The major short-run options
include price support; input subsidy (including import duty concessions);

export tax relief; and devaluation. Ths long-run optiomns are increased

a4

investments in agriculture targeted towards variocus specific activities,
including input supply; research and extension, marketing and processing;

irrigation; and export crop rehabilitaticm.

SHORT-RUN OPTIONS

Price Support

At present, maize is already heavily subsidized for both the
producer and the consumer. Drought crops are subsidized for the
producer. Thess producer subsidies only affect that amount of surplus
production which is marketed through government (NMC).cﬁannels, which
never reaches more than 207 of production (except for rice and wheat).
The export and oil crops presently enjoy positive earnmings after

subtracting some of the producer price and unit marketing and processing

Pl 4
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costs (1979/80). Hence, there iz some margin for flexibility in
price supports for a few of these cropié Those which enjoy this
margin are cashews, coffee, pyrethrum;—u/ and sesame. Until the
recent removal of the export tax om sisal it had no surplus
earnings, and tobacco, tea, and cottoé\are being subsidized.
Although much of the costs in the parastatal crop authorities for
thesé‘crOPS stem from excessive persommnel costs, predomirantly for
extension services and suwployee benefits, whieh possibly could be
raduced or transferred to other accounts, the government's capacity
for continuing price supports is lLimited. Table 2 demonstrates

what the resultant producer returns would look 1like with a 50%

producer price increase, and also presents an estimate of government

TABLE 2. Costs and Returns with 50% Price Suppert

{Shs.ha.)
Edible 0il-
Food Crops Drought Crops Crops Ezport Crops
Gross Margins 1039 1202 1256 3216
Percent Increase 627 61% 57% 647,
Labor Returns 10.44 12.60 9.89 20,26
Percent Increase 6l% 100% 56% 647
Government Cost 1.53 1.04 .75 .56
Percent Increase 917 160% - -=

10/ Recent government reports indicate unit marketing/processing costs
bave increased significanely for this crop, acrributable primarily
to excessive administrative costs. (Tanzania Daily N¥ews, Feb. 7, 1981)
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costs in terms of producer/consumer subsidies, maintaining unit
marketing and processing costs constant. Presumably these costs
would decline over time with increased crop volume, taking advantage
of decreasing costs from economies of scale, but these benefits would
be in the long-run rather than the short-run. Hence, government cost
is calculated by consumer or export price less producer price plus
marketing / processing cost.

With the high cost to government of inereasing price suppeorts in
food or drought crops, such an option is not feasible. However, for
oil and export crops, congsiderable latitude exists for some marginal
increases in price support for specific crops. Coffee and cashews
both show positive,ma-rgins between costs and world priece which could
be exploited. Production, or more correctly stated, marketable surplus,
is limited in the short-rum, so that the potential increase in output
may not be fully elastic. Once the production potential of existing
£ruit bearing trees is exhausted, increased output can only come from
tree or plantatiom rehabilitation and new plantings. Production from
such investments for all but pyvethrum will be lagged several years
until the new trees reach fruit bearing age. Hence, the generalized
supply curve tails upwards, almost wholly inelastic after only modest
marketed output inereases in the short-run. The exception in this
case is pyrethrum, which can be harvested as an annual. However,
recent reports suggest that the leeway in the price margins is not
excessive, and in fact may already be greater than the farmer-export

price spread., If this is the case, the capacity for price supports
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is once again extremely limited. The case of sisal will be treated

under export tax relief,

Input Subsidy

Material inputs such as fertilizers and dust and sprays are
already subsidized up to 407 for food'éroﬁs and cotton. The other
cash crops gsubsidize their inputs at different rates, usually by
deducting thelr costs from the value of the crop marketed by each
farmer. Nevertheless, increasing the input subsidy for those crops
which use substantial amounts of purchased inputs will lead to
increased producer returns but at a relatively high cost to goverument
-compared with price support, if world prices exceed export prices
{producer price plus marketing and processing costs). Input subsgidy
on the other hand will take the risk out of higher input use. Those
crops which show high input costs under present technology levels are
cotton (142/=), tobaceo (1739/=) and tez (1288/=). Coffee iz only
using 100/= but should use 177/= for robusta or 1359/= for arabica.
And both cotton and tobacco could increase yields by applying more
inputs, cottom up to 669/= and tobacco up to 2329/=. It iz also
recorded that because of the decline in curing and processing
activities in tobacco coupled with excessive tax rate, producers
who obtain fertilizer credit for their tobacco use up to 40% of
it om their maize and other food crops. They do this because they
£ind it is easier to qualify for fertilizer credit and receive
timely delivery from the Tanzanian Tobacco Authority (TTA) than

they can from the TRDB for maize,
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This demonsfrates that subsidized inputs could stimulate
inereased use and should be seriously consideéed under the Title III
progran for those s?ecific cases where additional price support is
limited, and where the risks of higher input use are substantial.
This would wean considering such a pol%cy for cottom, tobacco, and
improved maize. In order to prevent transference of -inputs designated
for ome crop to-another, credit forgiveness'éould Se offered at harvest
if tﬁ; crop was grown with fertilization rather than distributing free

inputs. This would also serve to increase the pressure to follow the

application recommendations.

Export Tax Relief

One means of reducing costs, the benefit of which could be passed
on to producers, is to reduce or' eliminate the export tax, If the
reductions are passed on to producers as price inecreases, depending
upon the supply elasticities, output should spart. Just recently,
the Tanzanian .Government -eliminated Ehe export taxes on sizal and
coffee, and the produgcer tax on tobacco. It is understood that
producer coffee prices will be increased over 807%. Given the world
. price of coffee, the system should be.able to absorb this price
increase easily. However, the resulting production increase may be
disappointing. TIn the initial stages of tﬁis policy, berry collections
can improve and sprayings can double. But once the: easy gaing are
made, production increases can only come from mew plantings. Although
such a campaign has been initizted, the time lag before £full production
will extend over several years. The supply curve may then,swoop upwards

very quickly.
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The same may be true for sisal. Until recently half of production
came from hedgerows. With depressed prices and low margins, farmers
fail to collect and deliver their cuttings with any degree of regularity.
An increase in price may make these labor intensive efforts more
profitable, and the volume marketed may rise rapidly over the short-
run. In the long-rum, however, new plantings are required. The
estates have already programmed substantial acreage expansion and
rehabilitation schemes for present stands, but the real impact of
these programs will be delayed for several years. Only if the world
market improvements for sisal continue.over an extended period -will
sisal play a major role in Tanzania's export portfolio. As was
nentioned earlier, new techniques mﬁy once again replace the need for
twire.

With respect to tobacco; the TanGov has eliminated the producer
tax but increased the cigarette tax. This may help stimulate
increased production, but as Zimbabwe reenters the world market,

Tanzania's market shars may decline substantially.

Devaluation

As intermational terms of trade turn against traditional
agricultural export products, and production of export crops declines
and recurrent drought increases food imports, Tanzania's balance of
payments position deteriorates. Trade defieits have increased rapidly
since 1973, fueled by oil price surges and worldwide inflation. As a
result, several anzlysts and donor agencies have called for

devaluation. The arguments presented for devaluation are sound but
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the effects of devaluation on the agriculture sector need to be closely
examined. It appears certain that Tanzaniz will be forced to devalue
within the not too distant future. The benefits to the agricultural

sector from devaluation will fall unevenly on producers and consumers.

The effect of devaluation on Tanzania's primary comcern, which is how
to feed-the nation when wracked by ever more frequent weather
catastrophes would be adverse. There would be no direct positive
price effect for food or drought crops, but marketing, milling and
distribution costs would increase in accordance with their foreign
exchange components. . Since -significant exports of food products are
unlikely over the next two to three years, benefits from devaluation
for food crop producers are likely to be nil or close to it. With
raspect to export crops, a substantial price effect could be achieved.
The increased output that could be expected from these price increases
would be quite limited in the short run (3-5 years) due to the fact
that four of the six major export crops are perennials (sisal, coffee,
tea and cashews) which require 3-7 years lead time between time of
planting and when harvesting begins., Hence except for tobacco znd
‘cotton immediate output increases from a devaluation would be guite
limited. Also, while devaluation should lead to improved prices for
export crops increased costs would also result as the prices of
imported imputs increased. The income effect of devaluation would

be substantially less than would be possible with direct price support

bacause the foreign exchange cost components of the inputs would
1
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concurrently rise, as would marketing, transport and processing costs
to their degree of reliance on imported fuels and parts,

A major effect of devaluation would be felt in terms Af inflation.
Costs for consumer goods would go up an&'government would have to
maintain strict import controls to allocate imports to areas of critical
need. Since the really poor do not produce export crops they would not
benefit from devaluation and they would, at a minimum, become relatively
poorer. The present costs ¢f food subsidies to consumers would
increase without increased revenues to pay for them. The expected
expansion of export volumes will he limited in-the short-run; only
after serious rehabilitation will sustained export crop volumes he
ganerated. Tanzania's real balance of payments problam can possibly
be ameliorated only in the longer rumn. The fundsmental supply problems
need to be addressed. There are no quick solutions, farm output of export
crops must be increased, the output and efficiency of parastatals must be
stepped up; all of this requires major investments and the allocaticn
of scarce foreign exchange for imports for the maintenance of capital

investments in agriculture and supporting industries.

Long-Run Policy Options

In addition to the aforementioned short-term policy optioms that
the Government can use to increase z2gricultural production several long-
term policy options are available, Tanzania has responded to a series
of intermal and external crisis and setbacks over the last decade by

delineating a policy of safety-first: provide encugh incentives to
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assure maximu& food production to protect against recurrent dry periods.
When domestic production has failed to meet demand, the country has to use
its scarce foreign exchange for food imports to meet its food needs,
often to the detriment of other import-dependent sectors of the

economy. Although complete_self~sufficiency may be impossible yesar
after year under these conditions, the effects of the most recent
drought have been less damaging (in terms of the population's
nutritional welfare) than had been the case in the past due to the
present food security peolicies outlined earlier. Hence, these policies,
designed to insure at least minimum pruductiou from drought resistant
crops should be maintained. Regardless of the faet that such policies

tend to result in
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reserve stocks in high output years, these stocks can be managed

as an insurance scheme, and henece, as outlined in the section on
parastatals, b; made to work effectively as a/f%%ﬁtsgguggiy system.

In addition, there is a great deal which can be done to complement

this policy and provide a surge in prq@uction of not only the preferred
food ecrops, but also the edible oils and some export crops. It has

A et ey,

been clearly demonstrated throughout Tanzania's short history since

i
“u

independence that significant production gains can be achieved and

maintained with integrated development programs targeted on specific

-

regions or specific crops. Witness the success of tea development,

ge——— w
the national maize program, and most recently, wheat development in

the Hanang Plains. The essence of these programs is the development.
_———QMW
of a package approach.

Crop Developmant Programs

The individual crops and crop combinations (interrow, relay, and
double cropping associations) require agronomic research to push out
the production frontier. The bie-physical research needs to concentrate
on seed-type, fertilization, crop protection and husbandry techniques,
all under conditions of varying moisture regimes. Once a new technology
is proven on an experimental basis, it must then be adapted to field
and farm conditions in the targeted locale., Moisture variation on
farmer's fields may be greater and follow a different pattern than
on experimental plots. Field fertility may also show greater variation
due to less residual effects from previous fertilization or crop

rotations. Leaching may have higher incidence on the farm than at
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the research .station. Hence; the bio-physical recommendations must
be adjusted to local conditions. Secondly, the farmers have socio-
economic limitatioms. WNew technologies usually require increases

in input costs, more labor, and higher absolute risk in terms of

the quantity of each which could he 1qs£ in case of drought. Table 3
presents estimates of improved smallholder inputs and returns figures

for the four crop groupings umder analysis.

pl
-

TABLE 3. Cost and Returns with Improved Smallholders Technologies

{Tshs/ha)
Drought Edible .

Food Crops Crops ‘Qil Crops Export Crops
Purchased a/ ’
Inputs 362 (300) 133 1468 1035
Labor (w.d.)200 (120) 154 158 300

b/

Gross Margin 3023 (2000) 1995 1765 3534 (4839)
Labor .
Returns - 15,10 (15.00) 12.96 16.91 12.50 (16.67)

al () w/o irrigated rice
b/ () includes coffee
Source: Calculated from MDB reports

—

Based on technology levels referenced by MDB, the znalysis shows
that gross margins fordimproved -technology in food crops (without rice)
inerease 2127 over traditional technology levels, whereas new tecimology
applied to export crops generates a rise of only 807 in gross margins.ll/
In fact labor weturns for export crops improve 337 compared to 130%

for food crops, When it is realized that labor workday increases

for cashcrops are more often hired rather than family labor, income

11/ See Table 1 for calculation of these comparisoms.
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returns to export crops fall to a 167 increase.

Table &
Estimated Inccme -Change Supply Impact
Supply (Gross Margin) Proxy for
p Elasticity . : Adoption Rate

Food Crops .4 212% . 35
Brought Crops .2 167% 33
Edible 0il Crops .6 121% 73
Export Crops 1.0 80% (61%) 80 (61)

( ) Subtracting 60% labor costs at 7/= per -day from improved
technology and 407 hired labor for traditiomal technology.

Column 2 of Table & shows that i1f improved technology adoptiom is
influenced only by income increases, presumably the resé;nse rate for
food, drought andioil crops would be relztively higher than for.cash
crops. However, the relative supply response t¢ these income gzsins
would differ by type of crop. Utilizing the supply elasticities presented
in column ome and applying them to the income changes, one can develop
a2 supply impact proxy for adoption. (Column 3 of Table 4) Given the
elasticities presented in Table 4, the supply impact proxy shows a
different ranking of response; food crops first, export crops second,
oil crops third and drought crops fourth. When labor costs are

subtracted from income earnings for expert crops, the supply respomnse
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measure falls to an index of 61 down from 80, Using this calculation the
adoption would be fastest for food crops, followed by ovil crops, with
export crops ramked third and drought crops still lowest.

Figure 3 suggests how this might translate into a flow from the
present technology situation to the new technology levels over a ten
year period., The lag in shifting from one level to the other can be
attributed to a set of comstraints. The first constraint has already been
daseribed, that is, the lack of a suitable bio-physical recommendation.
The remaining constraints include a host of socio-economic limitatioms.
As more inputs are needed, they must be delivered and finaznced. Risks
must be overccme by input subsidies or crop insurance. When expanded
production is harvested, markets must be available to pay for the crops
and provide for sterage, processing and distribution. And the
information about the new technologies must reach the farmer. This
reguires farmer training and extension services. To handle some of
these constraints, new institutions must be formed, buffer imstitutions
if you will; in other cases existing institutions will need strengthening,
It may be important to reccgnize that whenever possible existing
institutions should be made to work rather than creating new institutions

with all their additional overhead and fixed costs.
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Policy Options as Compliments to New Technology Development

While the above presentation presented short-run and long-run
policy options separately, in fact, they cam and in general should
be combined in order to obtain the greaté%t cutput responsa, This
section therefore discusses how the adoption flows discussed under the
long-runr policy option might vary combined with the short-term policy

options presented earlier.

Price Policy Support

In the first instance increases ip price will increase farmer
returns which should result in increases in area planted. This measure
has already been taken for sisal and coffee by elimination of the
export tax. Themsult of this action should be that the overall slope
for export crops should jump initially, level off in the middle years
as short-run policy gains are exhausted and new plantingg are taking
root, then rise steeply in the last few years ag new ijnvestments begin
to pay off. The ini;ial gains from this policy would be greater for
annual as compared to perennial export crops.

For food crops, the margin for price increases is limited because
waize 1s already subsidized on beth the consumer and producer sides.
Similarly, there is no need to stimulate drought crops. any further,
just maintain their present level through continuing to purchase at an
announced fixed price. However, significant scope for the use of
price appears to be feasible for the oil crops. This would lead to a
faster technology adoption rate at an earlier stage in the period, with

concurrent production increases resulting. This is shown in Figure 4.
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Figure 4

Changes in Technology Adoption Rates Due to Various Incentive
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Input Subsidy

Input subsidies would have the greatest effect in gaining faster

tachnology adoption from food c¢rop producers. By subsidizing inputs

and providing for thelr timely delivery, the risks of trying the new

techniques would be borne by the government (society zt large) rather

than the ipdividual farmer. Since this has already been the policy

of the present government, its continuation could be benaiicial,
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Export Tax Relief

This policy option has already been partizlly adopted and the
effects should be felt in both the short-yrun and long-run as

mentioned in the preceeding section.

Devaluation

Devaluation would slow down new technology adoption in food crops
beca;;e it would not effect producer prices, but it would increase input
and marketing costs., TFor export crops, devaluation would raise producer
prices but at the same time raise the costs.of the inputs necessary to
expand output, Hence, the relative degree to which éroducer_prices
would rise azbove input costs would determime the rate of income inerease,
But since most immediate gains should be obtained from the present price
increases at less cost, the gains from devaluation would not be felt

until the last few years of the 10-year period, at substantial cost

and inflationary pressure at the beginning.

Infrastructurs Development

Infrastructure development schemes such as large scale irrigatiom
programs have, over the years, failed to meet expectations in terms of
projected production levels, However, there are gmall scale irrigztion
systems for rice which require considerably less ecapital investment and
construction. The areas suited for these schemes are located in the
fiocod plains of valley bottoms, where management of the 'seasonal water
table czan provide significantr acreage for paddy rice productiomn.

Tanzaniz has already initiated several of these schemes, and has planned
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for a steady increase in acrzage over the next decade. Since rice is

presently imported, and can be easily exported if surpluses occur,
a
this crop becomes/desirable one for further development efforts.

I

e
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THE PARASTATATS

Export Crops

In 1976 the institutional arrangements in the Tanzanian marketing

system were significantly altered by replacing marketing boards for
—__-'-_---

export crops with parastatal authorities and abolishing cooperative

a

societies and unions. Under this arrangement villages were given

responsibility for carrying out primary marketing functioms. This

Pl

change was made to stop rising marketing costs by establishing larger
units that would bring the benefits of economies of scale and to
12/

increase cantral control over the warketing function.

However, the parastatals have not been successful in reducing

marketing costs; rather marketing costs have been increasing at an

———

%252225325_5555;_ The export crop parastatals have a complete monopoly
{other than leakages) of all activities associated with the supply of

inputs and procurement of outputs for the crops they control and they

have a2 great deal of latitude in exercising this authority. "Thesa
functions include procurement, transport, storage, procassing (where 13/
applicable), and export sale within the sphere of production development.'
.As a general rule prices received by producers are export prices net

of marketing margins including export and production taxes. Upward
pressures on parastatal costs appear to come from two sources. The
paragtatals are monopolies (and monopsonies) and they exhibit the

declining unit cost curves normally expected in monopolies., Because

four of the crops marketed by the parastatals have been declining in

output 2t least over the past half dozen years, the parastatals have

12/ Ellis Ag Pricing Policy.
13/ Ellis Ag Pricing Policy.
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been moving up the cost curve from point A to point B in the illos-
tration (Figure '5) with consequent rising per.unit marketing costs.
In addition,- the costs curves for the parastatals have been shifting
upwards as costs of various items.have risen over time. Costs have

———— e it

been inereasing because of inflation, increasing administrative costs,

particularly for personmel, and because of less than -desirable

afficiency of operations. It appears that the more important of the

first two factors is increased per unit costs due to production short-
, 14/
falls. For example, data published by the Ministry of Agriculture

show a slight decline in per unit costs as production of cotton
increases from 280,000 to 330,000 bales despite a 227 increase in
total costs. 4mn analysis of the Gashewnut Authority of Tanzania
operations by Ellis shows a similar'trend.;é/ Marketing wargins
were 36% for production of 143,000 toms, 49% for productimm of 82,000 .
tons and 607 for production of 60,000 tons. of céshewnuts.

At present, the sum of .marketing/processing costs plus the

producer price is higher than the export price br severzl export

crops. One major reason for the high marketing/processing costs is that

cost \

I~

\ Per Unit Costs

Figure 5
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14/ Price Policy Recommendations for the 1981-82 Agricultural Price
Review, Annex 8§ Cotton, Ministry of Agriculture, Sept. 1980.

15/ Ellis, Frank, Marketing Costs and the Processing of Cashewnuts
in Tanzania: An Analysis of the Marketing Margin and the Potentizl
Lavel of Producer Prices Mimeo, Feb. 1980,
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extension services, including staff housing and other benefits, as

well as research costs in some cases, are charged to operating .

.

expenses, The mission feels that the incidence of taxation for the

support of the extension service should be shifted from the producer,

e t———

in the sense that these costs keep producer prices depressed, to the

general tax paying publie, by transferring these costs to the natiomnal

—— ————
+

development budget. Secondly, export taxes, villages tzxes and other

arima——

——

levies appear to be excessive; theilr reduction could increase returus

to the marketing process by reducing the marketing margin, and

—

allow for increasing producer prices. In fact, the Tanzanian government

p———r

recognizing this problem, has just announced such taxes would be abolished

£for three export crops (coffee, tobdcco and sisal). Continuing reductions

in per umit costs can be achieved by in;re&sing the flow of export crops
to the parastatals. TUpdertaking production campaigns and other activities
which increase output of export crops will result in marketing and
processing operations nearer to capacity levels with consequent increases
in the efficiency of use of fixed capital. This will move the parastatal
out along the declining cost curve and thus reduce unit marketing costs.
However, it is essential these methods for reducing costs be zccompanied
by specific measures designed to provide management and technical
assistance to the parastatals in order to increases their efficiency of
operations in all aspects of product procurement, storage processing,
transportation, inventory comtrol, pricing, input supply, credit management

and financing.
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This package of improvements are necessary to give the managers
of the parastatals the expectations of solvency. Under prasent
conditions, managers see no possibility of breaking even, and hence,
respond to different incentives which further exacerbates the
problem. By demonstrating that efficient_m%q;gement can lead to
increased volume flow and capacity utilization with positive marketing
marging, this will create its own internal incentive structure,

s

and the desired results will be achieved.

Food Crops

The procurement, processing,storage and sale of domestically
consumed food .crops differs substantially from the operations of

export crop authorities, All staple food crops - maize, wheat, rice,

cassava, millet, sorghum, and pidgeon peas ~ moving through the

official marketing system are the responsibility of one parastatal,

the National Milling Corporation (WMC). Unlike the export crop

parastatals, WMC is not a monoply, neither does it have responsibility
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for furnishing inputs to producers. Staple foods are traded

~——

privately as well as through NMC. ®MC carries gut four major

P

functions; the buyer of last resort for domestically produced

food crops and sole importer of food staples; processor and seller of

food staples in domestic markets and abroad; provider of a food

¢

subsidy to consumers of maize, mostly in urban areas: aznd maintaining
_——_—-—-—

a store of food for use during time of drought. The major problem

usually cited in critiques of MMC is that is operates at a loss and

maintaing a large ever-increasing indebtedness, Yet is is abundently

elear that NMC could not possibly operate at the breakeven point unless
et

it made excessive profits on the sale of all food except maize. It is

clearly a matter of policy of the Tanzania govermment to subsidize

ot

maize consumption and to provide a hedge against drought by buying

and storing staple foods. It has also been a political decision that both
. i ‘—'--_‘_

the costs of buying andstoring food as an anti-drought measure and &f
.

subsidizing maize would he financed by NMC borrowings rather tham being
- ——--'-'-—.,

e

financed from the public treasury.

It probably would be preferable to operate NMC somewhat more

——

S

strictly as a business operation and shift responsibility for financing
— . F

social equity undertakings, such as the maize subsidy so thgxmggg_féggffii

directly by public revenue funds instead of NMC. This would permit
- —

identification of dperational areas which could be improved to make NMC
more efficient anl less prone to cost overruns. The role of NMC im
providing for establishment of a strategic reserve which would provide
some measure of food security during drought is extremely important

in a drought prone ecology. WNMC policy on establishing forward flecor
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prices for z wide variety of staple food crops including cassava,
bullrush millet, sorghum and pulses does have some positive effect
on the production of drought resistent crops so that the qutput of
those crops is higher in dry years than would otherwise be the case.

It is evident .that the Tanzanian government has recognized this duel

——

role for the NMC and has recently appointed a national commission

p—

to look into the possible altermatives fox financing NMC's social

.

costs directly rather than through increased borrowings.

i

Currently, it appears to be. the policy of NMC to hold stocks of

these staple crops over a period of two to three years so they would
be a2 security resserve when drought occurred. However, it might be
preferable to see the major objective of buying a wide range of
drought -resistent crops as basically an imsurance scheme which assures
that more land and labor will be devoted to production of these crops

in drought years than would otherwise be the case. Thus, MMC would

hold these crops in the strategic reserve for not more than one yzar
N
ilable eithar szt home or

.

and then gell them to whatever ma

abroad, NMC will need to virorously explore potential markets including \

e —r—

development and exploration of domestic processing and consumption of

these foods. Losses from such sales would be considered as "insurance

premiur” and would be a charged on public revenues. At the outset of
such a2 program, Title III resources could provide the necessary cushion \
while it is being tested and refined.

Instead of allowing the NMC to increase its over-draft from the
TBC, it might be more realistic to cover these costs via government
food security bonuses or commissions. The level of these bonuses could

vary according to the amount of crops purchased. Secondly, giving
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counsumer subsidies to the'inferior demand" crops may allow for a .
certain degree of substitution with maize, thereby moving the stocks
absorbed on the local market rather than paying for storage financing

charges, and intermational transport and marketing costs. This whole
i di v

concept of the costs of food security through the NMC should be explored

in greater depth in phase I1I.

Other possibilities for insuring against the comsequences of

-

drought need to be exaﬁined. . One innovative idea that has surfaced
and probably deserves additional examination is buying futures at
major commodity markets as a hedge against drought and then selling
the futures if the rains come. Any losses from the tramnsaction would
be considered an insurance premium. Again, Title IIT resources might
be used while this program is being tested.

Finally, and jimportantly, major efforts must be made to increase
T ————

the operating effectiveness of the parastatals, including processing

plants, whether for export or food crops. Fixed costs of parastatals have

been rising at a too rapid rate and must be held down if marketing margins
are not going to reduce from prices to unacceptable levels. Processing
plans often operate at less than 50% of capacity either because crop
production has decreased sharply or because of poor maintenance of plant
often due to the lack of spare parts and technicians. This situation must

be rectified - crop production must be increased in line with plant capacities

and maintenance must be improved with necessary allocation of foreign

et

exchange for spares being made in 2 timely mamner. The parastatals must

be structured in a way that provides the necessary checks and balance

and incentives for the parastatals to operate a optimum output levels,



45

PLANNING AND INVESTMENT

-

The key to effective utilization of investment is the allocation
and management of the resources which make up that investment. Those
rTesources must be targeted on the principal constraints and plammed in
a manner which logically approaches these constraints, Problem ideatifi-
cation, priority selection, task definition, znd implementation monitoring
are essential if investment funds are to be most effectively used. The
absoly;e level of funding is not as important as the manmer in which

those funds are allocated to address critical constaints.

Additionally, any assessment of Tanzanian investment in agri-
culture must be placed in the context of that country's social and
economic policies and productive capacity. As shown slsewhere in
this paper, Tanzania's agricultural productive capacity is directly
and importantly affected by Ehe frequency -of drought. Within the
framework of Tanzania'ocial and economic objectives —-—
sspecially the objective of self-sufficiency --the planning for and S%
allocation of investment resources (funds and policy emphasis) during UJ\

the past decade has led to an increase in investments for basic food \

crop production without a concurrent expansion in investment for expcrt\'vsx}gjjﬂx
crop production. Within the context of a drought prone production J&}P
M

environment and an explicit national and humapistic drive tec meet the

basic needs of the people, this relative allocation of resources is

reasonable.

On the other hand, the social and ecomomic objectives of Tanzania
can lead analysts to a mistaken view of the roles of government ian the
allocation of investment, particularly inm the agricultural sector. In
the absence of significant economy-wide private sector investment, it
has been the tendency of economic analysts to view Tanzanian Goverument
expenditures by sector as the most reasonable approximation of the
relative investment priority for various sectors. This leads to an
inaccurate assessment of the level of actual investmeat in the largest
sector in the Tanzania economy, agriculture, because that sector is to
a large extent carried out in the private sector, from production thrcugh
several levels of processing and marketing of a number of crops (parti-

cularly food)}. The Third Five Year Plan (1976/77 - 1980/81 notes this
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condition explicty: "Agriculture has been given top priority although

. industry will receive the lion's share of finamcizl resources but this

is because a big part of agricultural producfion does not require govern—
ment investment and hence will be implemented through the farmer's own
efforts."l/ Data on investment by non-governmental organizations and
individuals is not available. Indeed,” within the Tanzanian government
existence of "significant' non-governmental investment is debated.
However, the Ministry of Planning and Economic Affairs ‘has begun to
examifie this matter and is developing Statistics to confiirm the level

of non-governmental investment2/

Table 5 %eflects the trend of government eﬁpenditures during the
1970s and the projected level of expenditure under the Fourth Five
Year Plan which begins July 1,.1981, 1t should be noted that the two
sources from which these, data were drawn do not categorize the informa-
tion in the same manmer. Thus, although exact comparisons of the
level of past expenditures with planned expenditures is not possible
rough orders of magnitude of changes can be determined. And, as noted
above, the level of goverament expenditures ignores the substantizl N
non-govermment investment in the agriculture sector. Levels of donor
assistance in agriculture are also substantial and .should be reviewed

in part, as contributing to investment in the sesctoz.

Nonetheless, the pattern -of govermment expenditures over the past
decade and into the next five years demonstrates plamned increase in the
categories of .Agriculture, Livestock and Naticnal Resources. (These
three categories have been identified in the Guideldines. for the: Fourth
Five Year Plan for relative deemphasis in defining its main targets
even though funds actually would increase.. There is likely some over-
lap between ¥Natural Resources from which Table 1 was derived.) .Actual
expenditures over the past decade demonstrate initially z gradual increase
as a percemtage of total expenditures in the "agricultuzral" sector _
followed by a rapid decline during the period covered by the Third Five
Year Plan (1976/77-1980/81). Absolute expenditures have increased by

1/ Third Five Year Plan, para 36 (p. 11)
2/ Conversation with R. Mabele, Director ERB, January 30, 1981.
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376% slightly ahead of inflation but below the percentage increase

in total gevernment expenditures. The Minister of Agriculture inddcated
to the Design Team his intention to increase the share of government
expenditures for agriculture when the Fourth Five Year Plan is published
in final. He noted that the lack of planning capacity within the
Ministry had placed agriculture szt a disadvantage to the industrial
ministries in preparing the specific project activities which

resul?gd in the determination of government planning. This was

confirmed by the Principal Secretary for Planning.

Expenditures on Social Services (e.g., education, health, sanitation,
housing) as a percentage of total expenditures have remained relatively
constant fluctuating between a fifth and a quarter of total expenditures.
Other Economic Services (in general, the industrial and infrastructure
sectors) have shown a large and steady increase in expenditures, both

in absolute levels and as a percentage of total expenditures.

The "Guidelines for the Foﬁrth Five-Year Development Plan:
1981/82 - 1985/86" clearly state the Party and Government intention to
continue this pattern of govermment investment in the agriculture
secter and expand industrial capacity and operations qf the economy.
The Guidelines formulate the objective thus:

"To alter the source of national income so as to make the economy

the country independent from agriculture and national resources ,..... 3/n

The projected sectorzl allocation over the life of the Third and

Fourth Five Year Plans indicate the following estimates of levels of

expenditure:
Table 2
{(TSH. Billions)

Third Fivel/ Fourth Five3/

Year Plan Year Plan

TSH % TSH %
Agriculture 2.4 11.5 5.0 12.4
Livestock o 2.2 1.1 2.7
Natural Resources A 1.5 1.1 2.7
Mining .7 3.6 1.2 3.1
Industry 5.1 24.3 10.1 252

3/ "Guidelines for the Fourth Five Year Plan" (Translatiom) p.l
4/ Third Five Year Plam, p. 11
5/ Tanzania Daily News, December 1, 1980




Commerce and Tourism .3 1.2 -8 1.9
Water 1.4 6.8 2.4 6.0
Building and Construction 2.1 9.9 4.4 10,
Power 1.0 4.8 2.0 5.0
Communication and Transport i.5 7.3 4.1 10.2
Education 1.7 7.9 3.0 7.5
Health .7 3.5 1.0 2.5
Administrative and Other 3.3 15.5 4.0 9.9
21.3 100.0 40.2 100.0

v

4~
[=2]

The Guidelines for the Fourth Five Year Plam project that %y the

year 2000 the percentage of national income derived from agriculture

Pl

and nmatural resources will decline:6/

Table 3

Percentage of Naticnal Tncome

1981 2000
Agriculture and ¥ational Resources 50.2 41.5
Minerals 0.5 2.4
Industries and Water 8.3 16.0
Electricity and Water 0.8 1.7
Transportation and Communication 6.3 8.4
Works 3.1 6.0
Trade 12.¢0 9.0
Finance 6.0 - 9.0
Administration and Personnel | 10.9 10.8

100.0 100.0

Thus, actual investmenit in agriculture, even excluding non-
governmental expenditures, is increasing at a time when agriculture
is expected to decline as a proportion ¢f the national economy. The
Fourth Five Year Plan Guidelines call for a 67 per ammum increase in
national income from 1980/81 to 1985/86 in comstant prices. To accomplish
this will require utilization of investment to increase agricultural
productivity in the subsistence sector since that remains the backbone
of Tanzania's economy. (Of the approximately

2 billion TSH earned from the agricultural sector, roughly 47% comes

6/Long Term Plan 1981-2000; Government Press, Dar es Salaam, 1980



from food and subsistence crops, 21%Z from export crops, and 327 from
livestock.) Strengthening the planni;g capacity of the Ministry of
Agriculture ‘so that it can develop the plans required to get a larger
share of govermment imvestment devoteé to agriculture and to ensure
that these investment are wisely used in one area in which Title IIT
resources might be profitably used. Owver the short period covered

by the Fourth Plan, such an increase can be accomplished principally
through the application of improved technology, such as being
developed under USAID and other donor funding in a variety of

crops. A direct link exists between increased application of improved
technology and the capability for increased production. As noted
elsewhere in this paper, specific agricultural'development projects
cean be demonstrated to have resulted in increases in productiom.

Title III resources could be usad to augment the planning capacity

of the Mimistry of Agriculture to spur such develcpment projects,

i

funded through other mechanisms.

s




" DONOR ASSISTANCE

The FY 1983 CDSS for Tanzania provides a general overview of the
level, nature and problems of donor assistance in the agriculture
sector. It notes that while the level of commitments has remained at a
high level the actual disbursements have fallen short of expectatioms.

A principal constraint is the lack of Tanzania financing to cover the

local and current cost elements of the domor programs. At the same time,

complgted projects are failing following domor termination of assistance

—_—
as a result of inadequate Tanzanian recurrent financing availabilities.

The financial management capability of the parastatals (particularly

MC) plays a significant role in the maintenance of inadequate re-

current resources..~These problems are acknowledged by the govermment

[ .

and encountered by all the donors of food assistance.

To further complicate the operation of the agriculture sector,
Tanzania has encountered serious foreign exchange shortages and govern—
ment expenditure deficits. The foreign exchange shortage has comstrained
the availability of materials and spare parts required, particularly for
the processing of domestic production. Because of a sharp increase in
bank credits to a number of parastatals (especially ¥MC), there was a
significant increase in the money supply in 1979 and 1980, thus exacerbat-~
‘ ing existing pressure on domestic price levels and the balance of payments.
As noted by the IMF:

‘MCredit to official entities and the private sector increased by
only 4 percent; but this increasse was distributed very unevenly, as
the MMC experienced growing financial difficulties, while import con-
straints artificially reduced the working capital requirements of some
other parastatals... the rate of mometary expansion accelerated to 28

T
percent, again substantially exceeding the rise in GDP“.:/

The IMF-Tanzania Agreement, which was approved in September 1980.
set out three basic objectives:
————
—— to establish a sound basis for more balanced growth of domestic
production over the medium term, especially by reversing the declining

trend in output for export.

;j IMF Memorvandum, Tanzania - Request for Stand-By Arrangement.
August 29, 1980 p. 10.
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-- to curb the external payments deficit and gradually liquidate
2/

import payment arrears. <k#<3(?

To complement this program the World Bank began development of a
"Loan for Structural Adjustment'. As the ,an‘aflysis progressed the scope
of the World Bank narrowed on the first objective of the IMF Agreement. -
Formal nego?i&tions on an "Export Rehabilitation Credit" in the amount
of $50 mili&on are now scheduled for February 1981.

Tanzania's difficulty in adhering to the conditions established for
the second and third objectives led to an IMF decision to withheold the
second quarterly tranche of funds, which had been scheduled for release
during December 1980. However, it now appears that Tanzania and the IMF
will reach agreement on adjustments to the conditions which will allow.

these funds, as well as future tranches, to be released. "The World Bank

is pursuing its negotiations om this basis. However; the Bank is

reviewing its porticlio of. pending prejects to determine which, if any,

should be deferred so that the Tanzanian Government can consolidate its
37
efforts on overcoming the current crisis.

A Title III program as envisioned by this team would support and

complement the IMF and World Bank programs., While Title ITII financed

projects would focus largely on food crop production, the food imported

under the-program would reduce foreign exchange expenditures on food

imports over the next three years. Further, increased productivity

2/1bid, p. 14
3/CDss, p. 35-36
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in the food crop subsector should over time unencumbered resources
{principally labor and land) as the fzrm family produces more

food with fewer resources, thus releasing these resources for
export crop production. Finally, as has been demonstrated in

the recent past, surpluses of the "swing" food crops such as

maize can bz exported, thus generating foreign exchange for the

© country.

Appendix A to the FY 1983 CDSS identifies 15 donors in the
agriculture sector, providing assistance in produciion and processing
of a whole range of food and export crops. In addition, a2 number oxf
donors are providing assistance to Regions in the development of

integrated rural development plans. The largest of Tanzania's donors,

——

the World Bank, is heavily involved in all aress of agriculture

sector. It is currently emphasizing increased production of export

crops to help overcome the severe foreign exchange shortages which

Tanzania has recently been experiencing. The USAID program, small

-

———————

in relation to those of other domors, is focused on food crop

et

production and is the largest program im that subsector.

'Y

D
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The CDP3S sets forth the following objectives for the AID
assistance strategy:

~~ increased agricultural production

-- improved resource management

-= effective decentralizationé/ .
Tiittle IIT assistance is to be viewed in this strategy as a tool for
help%qg achieve significant returns in the short run, while the
deve}opmgnt assistance grant program continues to address the long-
term production, management and decentralization development comstraints.
This program "will reinforce the proposed IDA agricultural sector

undertaking and crop specific programs of the EEC, the Netherlands

and FAO. In additiom, it will assist Tanzanian Government in
: 5/

continuing to meéet its commitments under the IMF standby agreement..."
The principal nation-wide efforts of the USAID agricultural develop-

ment assistance program focus on providing improved technology (tgri-
e

culture Research, Farming Systems Research, Seed Multipliecation and Vﬁ:iz)

Distribution, Rift Valley Rice) institutional capacity (Farmer Training/

Agriculture Maznpower Development, Agricultural Education and Extension,

Training for Rural Development) and resources (Resources for Village
[C—— T

Production and Income, Seed Multiplication)] for the food productiop

input system. The Title IIT program could compL@ment this effort by
ut system - -l EAAULE Y

enhancing parastatal operations in the short run in supplying the

required inputs to the producer. It could assist through the provision

of additional funds to supplement govermment expenditures in the planning
and allocation of resources as well as to the actuwal distyibution of
inputs, At the same time, importation of food commodities will help
reduce the burden om Tanzania's foreign exchange reserves.

4/ cpss, p. 34. 5/ Cpss, p. 35-36.
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: ¥ COMMODITY REQUIREMENTS

Food Grains

During the past ten years Tanzania has been a net importer of

its basic food grains - maize, wheat and rice. Relatively self-

sufficient in maize production through the late 60's, adverse weather
patterns and recurring drought have fésulted in large deficits of the
staple food base (maize) during six of the last ten years. The
vagaries of weather have also hampered the growth of wheat and rice
production and coupled with a growing demand has resulted in increas-
ingly large import requirements.

The lack of a reliable data base makes it difficult to determine
actual levels of crop production. In the cases of rice and maize,
large quantities of food are consumed on the farms or sold through the
unofficial distribution network. During years of drought and production
shortfalls, proportionzlly smaller amounts of food reach the official
NMC channels. Thus, the percentage.of,total production marketed
through informal private channels, or retained and consumed by the prog?cer

varies considerably from year to year. The Marketing Development Board

estimates that roughly 50-70 percent of the maize and 5U% of the paddy rice

and wheat do not enter the official market. However, this is a comservative
e
view, and other reports estimate the actual percentage for maize and rice to

be closer to 80-90%. Because of the nature of wheat production (mainly

large scale and state-owned farms) a smaller percentage of wheat, less

than 207 is estimated to be retained or sold informally. Total consumption

figures on national demand for the three crops remain equally wvariable.
Therefore, for the purposes of providing a preliminary analysis of

food import needs and commodities which could be provided under a2 Title

1/Profile of the Agriculture Sector, MDB, December 1980
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I1I program, the supply and demand data presented in this section-
will deal with the officially marketed production of wheat and rice.
Tables I, II, III and IV update, to the extent possible, the supply
and demand data provided in the Title III PID. Changes in data for
the years 1976/77 through 1979/80 raf}ect new information provided.
by sources within KILIMO and "NMC. Changes in the 1980/81.1evei§
raflg;t estimated purchases, imports anq issues for the first half
of tﬂe crop year (June through December, 1980) and inglude Marketing
Development Board projections of supply/demand data through May 1981.
The data will be further refined and updated as part of the Title I
program proposal and in Phase II of the Title III proposal.

Table IV develops a demand projection for WMC rice and wheat

through the three years of the Title IITI program. It begins with

the year of 1976/77 and extends through 1983/84. It is important

——

[

to recognize that to a large extent rice and wheat demands are

%Eis;changeable. If there is a shortége of rice, the demand for
bread flour would rise and vice versa. Therefore, the table also
presents a combined demand projectiom for rice and wheat. To a
lesser extent a shortage of sembe (maize meal) would lead to an
increase in the demand for rice and flour and shortages of rice
and flour result in increased demand for sembe.

The data presented in Tables V and VI reflect S/D. estimates
for officially marketed rice and wheat through 1983/84. They
represent our best estimates of food import needs.

Total production of riee and wheat are not expected to increase

substantially over the next three years. The sharp decline in wheat
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production after 1972/73 was due to drought conditions and to the

fact that many wheat farmers switched to altermative crops or left

the farwing sectors as farms were placed under government managemen

or distributed to small holders. There has been little investment

ey

1

in the purchase or repair of farming, équipment. Therefore, outside

of increased production through certain donor projects, particularly
the Canadian farms, little increased wheat production can be projected

for the next three years.

Rice production has also decreased wmarginally as a result of

drought but more specifically because of marketing constraints, lack

i

of inputs and inecreases in the proportion of surplus currently being

sold through the unofficial chammels. Although a number of projects
are in the planning stages which will eventually increase both smail
and large scale production, they will have little, if any, impact in
the immediate fuéure.

In order to avoid the consequences of two consecutive years of
adverse weather _conditions (1978/79 and 1979/80), Tanzania diverted
much of its available foreign exchange budget to commerical purchases
of its number one priority, maize. Tanzania's difficult finanecial
situation and limited foreign exchange budget resulted in decreased
commercizl purchases of rice and wheat in recent years. Donor food
aid, in the form of grant and concessional -imports were able to fill
part of the growing food import gap.

Therefore, Tables V and VI project commercial imports equal to
the current International Wheat Council (IWC) data based Usual

Marketing Requirement for approximately 36,000 metric tons of wheat

and approximately 20,000 metric toms of rice, assuming that there
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will not be a need to use foreign exchange for extensive commercial

purchases of maize. However, 1t is important to note that -according

PR

to information available in Dar es Salaam, there have been little

commercial imports of rice and wheat/wheat flour during the past few

-

years. The amount of actual commercial imports through 1983/84 is
_’-—-—“'“' v’
likely to be far lower than those projected in Tables II and IXI and
the amounts of concessicnal imports required to £ill the unmet food
gap will probably be substantially higher than the minimal levels
projected in the tables.

Carry-over stocks of 20,000 metric tons rice and wheat and
30,000 metric tons maize are also incorporatad into the rables.

In the case of maize, weather factors will be the most important

determinant of the total production and availability of marketed surplus.

Some forecasts have already warned of dry conditions in Northern Tanzania
which are spreadiang -southward. TIf the bad weather persists, Tanzania
would once again find itself with 2 huge shortfall and may again
need to import large quantities of maize. O0Official purchases could
remain 2s low or lower than 1980/81 levels and the import requirement
would increase to a correspondingly high level. On the other hand,
favorable conditions could put Tanzaniaz into an export position again
within the next few vears.

For the purpoges of this initial study, we are assuming that the

weather will improve somewhat from last year, but judging from recsnt
reports, Tanzania will still find itself in an import position during
1981/82. Therefore, it is highly likely that a Title TIL commodity

package would include some 07,3, maize. The following table summarizes
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Cﬁxﬁx{\‘ n 5",)ki:l'hc_'n.'e is no accurate data base available and production statistics

58
the estimated shortfall for wheat and rice for the crop

years 1981/82 - 1983/84 which could be supplied through Title IIT

- imports:
1981/82 1982/83 1983/84
(000 MT)
Wheat/Wheat Flour
(grain equivalency basis) 57 ’ LY 52 58
Rice _63 _s5 .55
Total 122 107 113

Depending on maize production and import requirements, the appropriate

commodity package would be developed at the begimning of each year.

Vegetable Qils

Vegetable oilseed products, such as cooking oils and margarine,

are frequently in short supply in Tamzaniz., The local market readily

absorbs gll oil produced in-country and demand exceeds available

supply. The oilseed crops grown in Tanzania include groundnuts,

coconuts (copra), sesame, sunflower, and small amounts of soya and

ca;;;; beans. The proportion of production marketed through cfEEZE;1
[ -

channels fluctuates according to weather conditions,.availability

of alternative foods, cash committments and relative pricing. The
estimated share of production consumed on-farm or through the unofficial

market varies by erop and appears to be highest in the case of groumdnuts

where only 5% is sold through official channels. As in grain crops,

A ——

reflect estimates. There is no central government coordinator of
ST =

oilseed productiom, marketing and distribution of the finished oils,

The General Agricultural Products- Export Corporation (@APEX) handles

the purchasing of most oilseeds. Cottonseeds fall under the authority
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of the Tanzanian Cotton Authority (TCA). The Tanzanian General
Foods Company (GEFCC) has been charged by the government to handle
the import and distribution of refined oils. -GAPEX also handles
oilseed exports.

There are about ten major mills operating in Tanzania. However,
during the last few years, despite the';vailability of raw material,
oil production has remained stagnant and appears to be decreasing.

Most mills are operating between 10 and 207, of their total capacity.

Constraintg to production include, transportation and marketing

problems, fuel shortages, electricity and water shortages, frequent

———

equipment breakdowns, lack of gpare parts, lack. of technicazl personnel

and poor management of available resourcesl_frhe following table

lists the potential capacity of the major mills and their current
estimated production:

Vegetable 0il Production

Mill Monthly Capacity (MTS) Production (MIS)
VOIL Ltd. . 1500 500
Moproco 900 140
Rajani Ind. 200 175
TCA ' 2779 230
Mwansa Farmers 2044 170
Bilharamurua 617 50
Mbeya 118 50
Pare 54 5

(Data supplied by GEFCO)
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Although GEFCO estimates a demand for 80,000 metric ton vegetable
0il per year and was hoping to market about 45,000 metric toms.in
1980/81, actual officially marketed vegetable oil production is -
expected to f£all somewhere between 20-25,000 metric toms.

Tanzania has traditionally exporged small amounts of wvegetable
ollseeds. Because of Tanzaniz's pressing need for foreign exchange,
the Treasury has decided to export approximately 50% of the available

high priced sesame seeds during 1980/81. The following table lists

exports during the past five years: (COOMT)

geed 75/76  76/77 77/78 78/79 79/80 80/81
sunflower 3.2 .2 -- .8 - -
Soya Beans -- .6 - -- ‘ -- .8
Sesame Seeds 1.9 == A 4.8 _-3 3.0
Total 5.1 .8 .7 5.6 .9 3.8

Minimal azmounts of coconut o0il and copra have also been exported.
(Data Provided by MDB and GAPEX)

Concurrent with the above export period, edible refined oils
have been imported into Tanzania. However, currently availsble
statisties appear to conflict, Import data from the FAO iIndicates
vegetable oil imports ranging from 5,000 to 9,000 tons (including
palm oil which has industrial uses) during the period 1976/77
through 1978/79. However, GEFCO's purchasing manager and other
government officials have indicated that there haée been minimal
imports of edible o0ils (less than 3 fons annuzlly) during the past

three years., Further refinement of this data is obviously needed.
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The team and Mission officials have discussed the possibility
of importing vegetaﬁle oil as part of a Title III commedity ﬁix
with a number of Tanzapian officials. While they have been

interested in pursuing the possibility, government priorities still,

appear to be for grain imports (maize, as needed, followad by rice _

+

and .wheat/wheat flour). The production disincentive aspect and <

possible export limitation problems .must be reviewad before vegetable

o1l édould be comsidered as part of a Title IIT commodity mix. .,

Table VII updates the Wegetable (0il S/D table -provided in the

Title IIL PID.




TABLE I - Supply and Demand Information

MATZE (000 MT)
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1976/77 1977/78 1978/79 1979/80 1980/81 (EST)
Opening .
Stocks 45 60 157 143 16
Purchases 127 213 222 160 95
Imports 48 34 -- 29 249
sales 128 125 157 235 306
Exports - -- 49 28 --
Feed 14 14 19 23 24

2/ 3/
Other 18 11 11 30 15
4/
Cloging 60 157 143 16 15
IMPORTS

1976/77 1977/78 1978/79 1979/80 "1980/81
Commercial
(Us) - -- -~ 28.7 189.5
Concessional 34.5 31.2 19.4
Loan Title I Title I Title I
Grant 6 R 3.2 GBR 3.9 JAPAN

5 K. 10.0 Yugoslavia
2 c 8.1 DUTCH
4.0 EEC
25,0 Title II
Total 259.9

1/ Most sales in the form of sembe (milled corn).
2/ Statistical erron unrecorded sales, shrinkage.
3/ Includes est. 14 MT spoilage, plus est. 7 MT to Tanzanian troops

in Uganda.

4/ Includes 54.000 tons belonging to SGR stocks



63

TABLE II - Riece {000 MT)

1976/77 1977/78 1978/79 1979780 1980/81 (EST)
Opening
Stocks 32 1 6 4 17
Purchases 15 35 34 31 13
Imports 5 61 41 43 : 78
Sales 52 75 75 54 a3
Expozts
Feed
Other . 13 2 7 3
Closing 11 4 17 10
Rice Imports
1976/77 1977/78 1978/79 1979/80 1980/81
Commercial 5.3 14.9 10.7 4.6 C14.2
Pakistan 'Thailand Panama WFP-Commodity Commodity
Exchange Exchange
11.5 10.2 U8 - Tanzanian Zambia
Maize to
Mozambique
Concessional
Loan 30.8 20.0 30.0 11.8 Title I
Title I Title T Japan 16.0 Japan
9.0 Japan
Grant 1.9 EEC 2.7 1.5 Italy
1.9 Japan . Theiland
4.0
Japan
1.4 EEC
Projected Imports
(Concessional) 25,0 Japan
Feb.-May 1980
5.3 61.0 41.0 42.7 77.5



TABLE III - WHEAT (000 MT)
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1980/81 (est.)

1977/78 1978/79 1979/80

29 21 14
35 28 26
45 " 60 33
88 95 58
21 14 15

WHEAT IMPORTS

1977/78 1978/79 1979/80

15
25
43

65

12

1980/81

1976/77
Opening
Stocks 41
Purchase 23
1/
Imports — 34
2/
Sales ™ 69
Exports -
Fead -
Other -
Closing 29
1576/77
Commercial
Concessional
Loan
Grant 4.0 WFP
23.6 Can.
6.0 Aust,

Projected Imports

Februsry - May 1980

Total 33.6

15.8 U.s.
16,8Canada 24.4Can. 13.50aﬁ.
4, 6FRG 10.0U.K. 7 .CWEP
17.5Can. 3.4EEG 17.0Aust.

6.0Aust, 6.0FRG

——e eme— e——

44.9 59.6 32.5

———— — et

1/ Wheat/Wheat Flour expressed in whole grain equivalancy.

3.3EEC
%.7Canada
1,7Franca
1.3Fre
2.08pain

25.0Austk.

et

43.0

2/ Sales in the form of wheat flour converted to grain equivalency,



TABLE IV -~ NMC Sales and Projected Demand 1976/77 through 1983/84 (000 MT)

[

76/77 77/78 78/79 79/80 80/81 81/82 82/83 83/84

RICE
Projected 95 100 105

Actual 52 75 75 54 93

WHEAT
Projected 111 122 " 135

3)

Actual 69 88 95 58 653

WHEAT and RICE

Projected 206 222 240
Actual 121 163 170 112 158

1) Actual sales figures from Tables 1T, III

2) Rice demand currently costrained by availability. NMC estimates its current demand for rice
to be a winimum of 9,000 metrie tons/month. The Marketing Development Board projects an
increase in demand for officially marketed rice to 130,000 MT by 1985.

3) Constrained by availability., Projections from 81/82 to 83/84 based on a continuating trend
increase in demand for yheat from 1976.

€9



66

TABLE V - Actual and Projected Food Needs - RICE (000 MT)

Opening Stocks

Purchases
Imports
Commercial
Concessional
TOTAL
AVATTARTLITY
Sales/Demand
Loss (5%)
Exports
TOTAL

ISSUES

Carry-Over

Shortfall

79/80  80/81  81/82  82/83  83/84
4 17 10 20 20
31 13 25 35 40
- - 20 20 20
43 78
78 108 35 75 30
54 93 95 100 105
7 5 5 5 5
61 98 100 05 110
17 10 20 20 20
0 0 65 50 50

% If MDB's rice demand estimates are incorporated, the shortfall

would rise to 60,00-65,000 MT in 1982/83 and 1983/84.
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TABLE VI - Actual and Projected Food Needs - WHEAT/WHEAT FLOUR
(000 MT)

79/80 80/81 - 81/82 82/83 83/84

Opening Stocks 14 15 12 21 21
Parchases 26 25 32 40 48
Imports

Commercial - - 36 36 36
Concessional 33 © 43 - - -
Grant

TOTAL .

AVAILABILITY 73 83 80 g6 108
Sales/Demand 58 65 111 122 135
Loss 5% - 6 6 6 7
Exports - - - - -
TOTAL .

ISSUES 38 71 117 128 142
Carry=-0Over 15 12 20 20 20
Shortfall - - 57 52 58

1) WMC has two flour mills, one in Dar es Salaam and another
in Arusha. Current maximum milling capacity is estimated at
100,000 metric tons. However, -equipment breakdowns are
relatively frequent and the mills do not often operate at

capacity.



TABLE VII - Vegetable 0il (0DOMT)

1976/77

Opening Stocks O

Production 27.2
Imﬁﬁrts 5.5
Exports .8
Consumption 32.7
Other -

Closing §]

. 68

1977/78 1978/79 1979/80 1980/81 (est.)

0 0 0 0

26.6 30.5 25.0 20,0

7.9 5.7 -- -

.7 5.6 .9 3.8 (theough
Dec.)

34.5 36.2 25.0 20.0

0 0 0 0
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CONCLUSION

”

Title III resources .could be used in Tanzania to 1) fulfill the

demand for food which domestic production does not meet and 2) provide

additional resources_for the.government.to use in plarning -and administer-

ing programs to increase crop production, Title ITTI,. however,. can not

substituge for the‘long-rangekdevelopment,program; being carried out by
Tanzani; with partial support from donor agencies, it can only supplement.
Further refinement of a Title III program, which will be accomplished
during Phase IT should focus on confirming the appropriate mix and volume
of food to be imported over the thres 'year period, focus on a limited
oumber of the support activities from the priority assistance areas
indicated below and establish an evaluation plan with specific measurable
benchmarks. ;

The PID for the Tdtle III program suggested three areas as potential

recipients of support under the Title IIT program, these. were in brief;

storage, export crops and food crops. The above analysis suggests that
e T R e

=t

Title III resourcas not be used to finance additional storage but it might
i - Es !

be used to support insurance type schemes which provide a measure of food

sacurity without the need to ipvest in storage structures or the holding

of stocks over long periods of time. As for the traditiomal export crop ) B
T e X
area, the use-of 'Title ITI generated funds should be limited to the é?ﬁ# )
possible provision of assistance which would increase the operating

efficiency of parastatals or in other ways reduce marketing margins z; iii

bacause our and other analyses.show that dincreasing prices to export

produces iz only possible with increased parastatrals efficiency and lower

operating margins. Major and perhaps exclusive use of Title III generated
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funds should be directed to technologically and socio-economically sound

production activities which increase the capability of the farm family to

provide ample_ food supplies even in periods of drought and to include within

annual rotatiomn, crops such as oilseeds and pulses which can be marketed

either as import substitutes or expoxrts..- A major reason for this focus is

thats the belief by the Title ITTI team that is based upon developments in

recent menths, major assistance will be provided the export crop sector

by the Tanzanian Govermment and other bilateral and multilateral donors.

The result of the increased focus on export crops might result in a period

of relative neglect of the food crop sector which could prove to have
disasterous longer term consequences. Title III resources can provide
continuing support to. this sector and combined with present and proposed
Mission activities provide a focus for the expansion of new techmology to
small farmers, which is essential for the long run growth of the agricultural.
sector. In particular, attention ought to be given to supporting mixed

farmipg activities within farming systems which have the potential of

" increasing returns to ‘both land and labor. Production activities in either

the high yield potential farming areas or in the drier lowland areas where

yields are more uncertain would be equally eligible for support with Title

III generated local currencies.

——

Major changes or modification of policies affecting the agricultunal

sector are not recommended as conditions to PL 480 Title III assistance to
Wmm— - -
k.. -]

Tanzania, although such changes may be facilitated if deemed appropriate

by the Tanzanian government through the use of Title III resources.

Government is currently giving appropriate attentiom to agriculture

and has been giving food production and food security their primary priority.
The _allocation of funds for investment in agriculture in the new 5 year plan

has been increased marginally to 12.47%7 and government has stated this amount will
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be dnereasedwfurther when and if the Agriculture Ministxzyodevelops

fundahle projects which exceed the current planned allocation of funds

. for agricultu:gl deyelopment. Government has recently undertaken a
aumber of actions intended to strengthen performance in agricultural
production and marketding. These'include'éemcval of the export tax on
coffee and sisal, removal of the production tax on tobacce; remcval of
the Board of the Pyrethrum parastatal for mismanagement and interim
replacement of the Board by 4 senior professionals from the Hinistry of
Agriculture; establishment of Commissions te study and make reccommendation
for necessary changes in ‘National Milling Corporation and export crop
- parastatals to increase efficiency of operations and reduce marketing
margins. All of these actions by Govermment indicafe th§t Tanzania re-
cognizes the kinds of problems in the agricultural sector which need to
be resolved and is tsking initiatives to deal with these problems in a
manner which merits U,S5..assistance, including a "Ttitle III program.
Specific areas of assistance which cught to be further explored for
funding under the Title III program by the Govermment of Tanzania, the

Mission and the Phase 2 design team are as follows:

1. Assistance to increase food production with an emphasis om

mixed cropping that includes a cowbination of crops which are a hedge

ds.and_pulses that

are both drought resistant and can be markated domestically or as exports.

against drought and are '"swing crops", such zs oil see

Production support institutions and activities such as applied research
e e b e ——

and extension service would be eligible for assistance under this category.

2, Support for ongoing and planned ATD projects particularly: ] ;’

L]

a) Farming Systems Research, b) increasing the capability of Tanzania to

o’

prepare and monitor projects _and c¢) increasing the effactiveness of farm

inputs delivery systems.
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3. Support of local currency requiéements to assure the continuation
of activities where domor support is being phased out. Two examples are )
the World Bank~funded' National Maize Project and the USAID-funded Seed
Multiplication Project. . -

4. Support to export crop parastatals which will increase their

effectivepness and thereby increase returns to producers.

'l

5. ‘Support for developing food security programs with MMC. focusing

on assisting with insurance type activities which aveid large capital

and carrying- costs.

6. 1In additiom it is recommended that the USAID explore opportunities

e t——

for providing planning and project design assistance to the Ministry of

T

Agriculture. The use of Title III generated local currency to support
e isinmrhakeanie

such assistance either by the US or other donors in highly recommended.
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