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1. INTRODUCTION 

Recent a g r i c u l t u r a l  market  r e f o r m s  'In Tanzan ia  have focused on p r i c e  
l i b e r a l i z a t i o n  and i n s t i t u t i o n a l  r e f o r m  t o  improve market  per formance.  A l though  
many s c h o l a r s ,  f a rmers ,  consumers, and, t o  a  l e s s e r  e x t e n t ,  p o l  i t i c i a n s  s u p p o r t  
such re fo rms ,  t h e  debate  on t h e  a p p r o p r i a t e  r o l e  o f  p r i v a t e  t r a d e r s  and o f f i c i a l  
m a r k e t i n g  agents  c o n t i n u e s .  The main i s s u e  b e i n g  debated i s  whether c e r t a i n  
e f f i c i e n c y  and e q u i t y  o b j e c t i v e s  would j u s t i f y  d i r e c t  p u b l i c - s e c t o r  i n t e r v e n t i o n s  
i n  p r i c i n g  and m a r k e t i n g .  Converse ly ,  c o u l d  such o b j e c t i v e s  be ach ieved by a  
c o m p l e t e l y  l i b e r a l i z e d  m a r k e t i n g  system? 

I n  t h i s  paper,  we w i l l  argue t h a t  t h e r e  i s  a  r o l e  f o r  government, a l b e i t  a  
f a r  more modest and i n d i r e c t  one t h a n  i n  t h e  p a s t .  So f a r ,  t h e  government has 
m e r e l y  t o l e r a t e d  p r i v a t e  t r a d e  a c t i v i t y ,  even though p r i v a t e  marke ts  have 
per formed r e m a r k a b l y  w e l l .  When t h e  o f f i c i a l  f o o d  m a r k e t i n g  s t r u c t u r e  
p r a c t i c a l l y  c o l l a p s e d  i n  t h e  e a r l y  1980s, a  f l u r r y  o f  p r i v a t e  market  a c t i v i t y  
b r o k e  o u t ,  and any "vacuum," i f  t h e r e  was any, was q u i c k l y  f i l l e d .  Food s u p p l i e s  
t o  u rban  a reas  q u i c k l y  and c o n s i s t e n t l y  i nc reased .  Moreover,  by  t h e  1  a t e  1980s, 
t r a d e r s  had deve loped t h e i r  own market  i n s t i t u t i o n s ,  o r g a n i z i n g  themselves  i n t o  
i nd igenous  m a r k e t i n g  and c r e d i t  c o o p e r a t i v e s ,  c o n c l u d i n g  c o l l e c t i v e  b a r g a i n i n g  
agreements w i t h  p o r t e r s ,  and u s i n g  a  brokerage system t o  f a c i l i t a t e  who lesa le  
b u y i n g  and s e l l  i ng. 

The government 's  r o l e  i n  s u p p o r t i n g  t h e  development o f  t h e s e  marke ts  was 
n o n e x i s t e n t ,  however, and sometimes n o t  even t o l e r a n t  o f  p r i v a t e  t r a d e .  On t h e  
c o n t r a r y ,  e x p e c t a t i o n s  o f  d r o u g h t  i n  t h e  l a t e  1980s and e a r l y  1990s immed ia te l y  
t r i g g e r e d  t h e  i m p o s i t i o n  o f  l o c a l  a d m i n i s t r a t i v e  r e s t r i c t i o n s  on p r i v a t e  g r a i n  
t r a d e .  O u t d a t e d  n o t i o n s  o f  " f o o d  s e c u r i t y , "  i n  wh i ch  l o c a l  f o o d  e x p o r t s  a r e  t o  
be avo ided a t  a l l  c o s t ,  s t i l l  seem t o  dominate government t h i n k i n g ,  and p r i v a t e  
t r a d e r s  a r e  s t i l l  seen as endanger ing  such " f o o d  s e c u r i t y . "  

I t  was a g a i n s t  t h i s  background t h a t  we under took  a  " q u i c k  and d i r t y "  su rvey  
o f  who lesa le  g r a i n  t r a d e r s  i n  August and September o f  1991. We hope t h a t  t h i s  
r e p o r t  i s  t i m e l y  and w i l l  h e l p  f o s t e r  a  more p r o - a c t i v e  r o l e  o f  government and 
donors  w i t h  r e s p e c t  t o  t h e  p r i v a t e  s e c t o r  i n  Tanzania.  Deve lop ing  t h e  p r i v a t e  
s e c t o r  i n  Tanzania shou ld  n o t  i m p l y  mere l y  l o o k i n g  f o r  f o r e i g n  i n v e s t o r s  t o  
r e v i  t a l  i z e  t h e  p a r a s t a t a l  s e c t o r .  F i r s t  and fo remos t ,  i t  s h o u l d  i m p l y  d e v e l o p i n g  
Tanzan ia 's  own ind igenous  p r i v a t e  s e c t o r ,  wh ich  has n o t  r e c e i v e d  t h e  a t t e n t i o n  
i t  m e r i t s .  

Our main o b j e c t i v e  i s  t o  g i v e  an i n i t i a l  assessment, b o t h  n a t i o n a l l y  and 
r e g i o n a l l y ,  o f  t h e  impact  o f  market  l i b e r a l i z a t i o n  on g r a i n  t r a d e r  b e h a v i o r .  We 
have focused on who1 e s a l  e  g r a i n  t r a d e r s ,  i . e . ,  t r a d e r s  who buy and s e l l  bags o f  
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f o o d  g r a i n s . '  I n  o r d e r  t o  do t h i s ,  we w i l l  p r e s e n t  t h e  t r a d e r s '  e v a l u a t i o n  o f  
t h e  chang ing  m a r k e t i n g  env i ronment  o f  t h e  1980s and t h e  c o n c u r r e n t  changes i n  
t r a d e d  volumes, p r i c e s ,  g r o s s  m a r k e t i n g  marg ins ,  and s t o r a g e  and inves tmen t  
b e h a v i o r  and p r e f e r e n c e s .  The paper w i l l  a l s o  shed 1  i g h t  on t h e  n a t u r e  o f  t h e  
new i n s t i t u t i o n s  t h a t  have e v o l v e d  i n  t h e  p r i v a t e  s e c t o r ,  and d i s c u s s  t h e  c u r r e n t  
b o t t l e n e c k s  and c o n d i t i o n s  needed f o r  t h e  p r i v a t e  g r a i n  t r a d e r s  t o  o p e r a t e  more 
e f f i c i e n t l y .  F i n a l l y ,  we w i l l  i n d i c a t e  what we t h i n k  t h e  r o l e  o f  t h e  government 
i n  t h e  1  i b e r a l  i z a t i o n  p rocess  c o u l d  be. 

I n  t h e  remainder  o f  t h e  i n t r o d u c t i o n ,  we w i l l  b r i e f l y  p o s i t i o n  t h e  g r a i n  
t r a d e  i n  Tanzan ia ' s  economy and r e c a p i t u l a t e  t h e  s a l i e n t  p o i n t s  i n  i t s  h i s t o r y .  

The a g r i c u l t u r a l  s e c t o r  employs about  80 p e r c e n t  o f  t h e  24 m i l l i o n  peop le  
and c o n t r i b u t e s  around 50 p e r c e n t  o f  GDP and 75 p e r c e n t  o f  e x p o r t  e a r n i n g s .  
Among o t h e r  t h i n g s ,  t h e  s e c t o r  i s  expected t o  s u p p l y  f o o d  a t  a  l o w  c o s t  t o  o t h e r  
s e c t o r s  o f  t h e  economy, p a r t  i c u l  a r l y  t hose  i n  u rban  areas.  S ince  independence 
i n  1961, t h e  government o f  Tanzania has p l a y e d  a  dominant  r o l e  i n  t h e  p r o d u c t i o n  
and m a r k e t i n g  o f  a g r i c u l t u r a l  commodi t ies and i n p u t s .  The main o b j e c t i v e s  f o r  
government i n t e r v e n t i o n  i n  t h e  s e c t o r  were t o  ensure  adequate f o o d  s u p p l i e s  t o  
t h e  urban p o p u l a t i o n  a t  " reasonab le "  p r i c e s ,  t o  reduce p r i c e  u n c e r t a i n t i e s  f o r  
p roducers  and hence s t a b i l i z e  f a r m  incomes, t o  p r o t e c t  f a rmers  f r o m  e x p l o i t a t i o n  
by p r i v a t e  t r a d e r s ,  t o  e x t r a c t  a g r i c u l t u r a l  s u r p l u s  f o r  t h e  development o f  t h e  
i n d u s t r i a l  and o t h e r  s e c t o r s  o f  t h e  economy, t o  gua ran tee  f o r e i g n  exchange 
e a r n i n g s  f o r  t h e  government, and t o  reduce income i n e q u a l  i t i e s  between r u r a l  and 
u rban  areas as w e l l  as between r e g i o n s .  

To ach ieve  t h e s e  o b j e c t i v e s ,  t h e  government imposed p r i c e  c o n t r o l  s ,  
s~ rpp ressed  p r i v a t e  t r a d e ,  r e s t r i c t e d  i n t e r n a l  and e x t e r n a l  t r a d e ,  and became 
d i r e c t l y  i n v o l v e d  i n  pu rchas ing ,  s e l l  i n g ,  s t o r i n g ,  and t r a n s p o r t i n g  produce and 
i n p u t s .  Fo r  i n s t a n c e ,  i n  1974 p a n - t e r r i t o r i a l  p roducer  and consumer p r i c e s  f o r  
f ood  c r o p s  were i n t r o d u c e d  p a r t l y  t o  encourage p r o d u c t i o n  i n  p o t e n t i  a1 l y  
p r o d u c t i v e  b u t  remote areas and p a r t l y  t o  b r i n g  about  a  more e q u i t a b l e  
distribution of welfare. It was strongly believed that uncontrolled marketing 
a c t i v i t i e s  o f  p r i v a t e  t r a d e r s  would n o t  ach ieve  t h e  s o c i a l  o b j e c t i v e  o f  
r e g i o n a l l y  ba lanced  a g r i c u l t u r a l  g rowth .  It was f o r  t h e  same reasons t h a t  
f e r t i l i z e r  p r i c e s  were s u b s i d i z e d  and s o l d  a t  p a n - t e r r i t o r i a l  p r i c e s .  

Whereas p roducer  p r i c e s  f o r  f ood  c rops  were c o n t r o l  l e d  a t  l o w  l e v e l s  i n  
o r d e r  t o  e x t r a c t  a g r i c u l t u r a l  s u r p l u s ,  consumer p r i c e s  were c o n t r o l  1  ed and 
s u b s i d i z e d  w i t h  t h e  o b j e c t i v e  o f  p r o v i d i n g  cheap f o o d  t o  poo r  consumers as w e l l  
as p r o t e c t i n g  consumers f r o m  i n t e r s e a s o n a l  and i n t e r a n n u a l  p r i c e  f l u c t u a t i o n s .  
Moreover,  f o l  1  owing a  s tandard  " p r i c e  s c i s s o r s "  argument, p r o v i s i o n  o f  cheap food  
t o  n o n a g r i c u l t u r a l  s e c t o r s  was meant t o  encourage i n d u s t r i a l i z a t i o n  by 
m a i n t a i n i n g  l o w  wage r a t e s .  The suppress ion  o f  p r i v a t e  t r a d e r s  t o g e t h e r  w i t h  t h e  
r e s t r i c t i o n  on t h e  i n t e r r e g i o n a l  movement o f  s t a p l e  g r a i n s  (maize,  r i c e ,  and 
wheat) t o  30 k i l o g r a m s  p e r  person u n t i l  1984 was aimed a t  f a c i l i t a t i n g  market  

' We have exc luded  f a r m e r s  who s e l l  l a r g e  q u a n t i t i e s  o f  t h e i r  own produce and 
t r a d e r s  who buy g r a i n s  i n  bags, b u t  s e l l  i n  t i n s  ( r e t a i l e r s ) .  



i n t e r v e n t i o n s  o f  o f f i c i a l  m a r k e t i n g  agents  by s h i e l d i n g  them f r o m  c o m p e t i t i o n .  
I n  t h e  absence o f  p r i v a t e  t r a d e r s  government a l s o  had t o  i n v o l v e  i t s e l f  i n  
s t o c k h o l d i n g  t o  s t a b i l i z e  i n t e r a n n u a l  p r i c e  v a r i a t i o n  f o r  f o o d  s e c u r i t y  purposes.  

P r i v a t e  g r a i n  m a r k e t i n g  a c t i v i t i e s ,  t hen ,  have been o u t l a w e d  s i n c e  1962. De 
j u r e ,  p r i v a t e  t r a d e r s  s h o u l d  n o t  unde r take  m a r k e t i n g  a c t i v i t i e s  even now. De 
f a c t o ,  however, p r i v a t e  t r a d e  o p e r a t i o n s  i n  g r a i n  m a r k e t i n g  have a1 ways e x i s t e d  
underground.  T h i s  has p a r t i c u l a r l y  been t h e  case d u r i n g  f o o d  c r i s e s .  Two f o o d  
c r i s e s  a r e  w o r t h  m e n t i o n i n g .  The f i r s t  was between 1973174 and 1974175, and t h e  
second f o o d  c r i s i s  t o o k  p l a c e  i n  1982183. I n  b o t h ,  f o o d  s h o r t a g e s  were t r i g g e r e d  
by d r o u g h t s  b u t  compounded by t h e  government 's  crackdown on p r i v a t e  t r a d e .  The 
government blamed p r i v a t e  t r a d e r s  f o r  t a k i n g  advantage o f  t h e  s h o r t a g e  t o  e n t e r  
t h e  f o o d  marke t ,  hoa rd  food ,  and cha rge  p r i c e s  f a r  above t h e  o f f i c i a l  p r i c e s .  
A1 though  t h e  government d e a l t  s e v e r e l y  w i t h  p r i v a t e  t r a d e r s  d u r i n g  b o t h  p e r i o d s ,  
i t  was u n a b l e  t o  t o t a l l y  e r a d i c a t e  t h e i r  a c t i v i t i e s .  The main  reason  f o r  t h e  
government 's  f a i l u r e  t o  t o t a l l y  suppress t r a d e r s  was t h e  i n e f f i c i e n c y  o f  t h e  
o f f i c i a l  m a r k e t i n g  agent  ( t h e  N a t i o n a l  M i l l i n g  C o r p o r a t i o n )  b o t h  i n  t e rms  o f  i t s  
purchases f r o m  f a r m e r s  and i t s  s a l e  o f  adequate f o o d  q u a n t i t i e s  t o  consumers a t  
government f i x e d  p r i c e s .  As a  r e s u l t ,  f o o d  sho r tages  p e r s i s t e d ,  domes t i c  
p r o d u c t i o n  remained l ow ,  and i nadequa te  amounts o f  f o o d  were i m p o r t e d  due t o  a 
s h o r t a g e  o f  f o r e i g n  exchange. 

By t h e  e a r l y  1980s t h e  c o s t s  o f  f o o d  and i n p u t  s u b s i d i e s  had reached 
i n s u p p o r t a b l e  l e v e l  s :  t h e  l o s s e s  made by o f f i c i a l  m a r k e t i n g  agents  had reached 
an e q u i v a l e n t  o f  15 p e r c e n t  o f  GDP. Cos ts  r e l a t e d  t o  market  e x t e n s i o n  i n c l u d e d  
t h e  c o s t  o f  t r a d i n g  i n  remote  and u n p r o f i t a b l e  marke ts ,  t h e  c o s t  o f  t r a n s p o r t  
s u b s i d i e s  and t h e  c o s t  o f  s t o c k h o l d i n g .  Costs  o f  i n s t i t u t i o n a l  i n e f f i c i e n c i e s  
a rose  f r o m  incompe ten t  management and c o r r u p t i o n ,  wh ich  i n  t u r n  were r e l a t e d  t o  
t h e  l a c k  o f  c o m p e t i t i o n  i n  m a r k e t i n g  o p e r a t i o n s .  L a s t l y ,  o t h e r  c o s t s  a rose  f r o m  
w e l f a r e  l o s s e s  caused by m i s a l l o c a t i o n  o f  r e s o u r c e s .  F o r  i n s t a n c e ,  d i s t o r t e d  
p r i c e  s i g n a l s  i nduced  geograph ic  p r o d u c t i o n  p a t t e r n s  t h a t  p roved  u n s u s t a i n a b l e  
a f t e r  t h e  c o l l a p s e  o f  t h e  o f f i c i a l  p r i c e  s u p p o r t  system. 

Thus, t h e  i n t e r v e n t i o n i s t  p o l i c i e s  b e n e f i t e d  n e i t h e r  p roduce rs  n o r  consumers 
(Amani, Kapunda, Lipumba, and Ndu lu  1988) .  P r i c e s  t o  p roduce rs  were t o o  l o w  t o  
p r o v i d e  c o n d i t i o n s  f o r  a  s u p p l y  response.  Poor s t r a t a  o f  r u r a l  househo lds  were 
i n  e f f e c t  p e n a l i z e d  f o r  t h e  b e n e f i t  o f  u rban consumers. The p o l  i c y  o f  p r o t e c t i n g  
u rban  consumers a l s o  f a i l e d :  o f f i c i a l  m a r k e t i n g  agenc ies  were n o t  a b l e  t o  
p r o v i d e  adequate food  s u p p l i e s ,  f o r c i n g  consumers t o  pay h i g h  p r i c e s  i n  t h e  
para1 1  e l  marke ts .  

The main  f a c t o r s ,  t h e n ,  wh ich  e v e n t u a l l y  l e d  t o  t h e  a d o p t i o n  o f  
1  i b e r a l  i z a t i o n  programs by t h e  government were t h e  i n c r e a s i n g  f i n a n c i  a1 
imba lances i n  t h e  f o r m a l  economy, t h e  huge f i n a n c i a l  l o s s e s  w i t h i n  t h e  
g o v e r n m e n t - c o n t r o l l e d  a g r i c u l t u r a l  s e c t o r  and t h e  c l e a r  ev idence  o f  f a i l u r e  o f  
i n t e r v e n t i o n i s t  p o l i c i e s  t o  a c h i e v e  t h e i r  o b j e c t i v e s .  

B e g i n n i n g  i n  t h e  1984185 m a r k e t i n g  season, g r a i n  m a r k e t i n g  was de f a c t o  and 
p a r t i a l l y  l i b e r a l i z e d .  Immed ia te l y ,  t h e  f o o d  s u p p l y  t o  u rban  a reas  such as Dar 
es Salaam i n c r e a s e d  c o n s i d e r a b l y  (Amani e t  a1 . 1988) .  A t  t h e  same t i m e ,  r e a l  



consumer p r i c e s  s h a r p l y  d e p r e c i a t e d .  I t  i n i t i a l l y  seemed t h a t  t h i s  s u p p l y  e f f e c t  
was due m a i n l y  t o  f a v o r a b l e  r a i n f a l l .  However, t h e  more r e c e n t  y e a r s ,  i .e., 
1989/90, 1990/91, and 1991/92, have shown below-average r a i n f a l l ,  b u t  no r e v e r s a l  
o f  t h e  e a r l i e r  t r e n d s  i n  p r i c e s  and q u a n t i t i e s .  A l t h o u g h  p r i c e s  have 
a p p r e c i a t e d ,  t h e y  a r e  nowhere near  p r e v i o u s  d rough t  l e v e l s ,  and s u p p l y  t o  urban 
areas c o n t i n u e s  p r a c t i c a l l y  unabated.  

Some o b s e r v e r s  see t h e  s u p p l y  r e a c t i o n  as e s s e n t i a l l y  ephemeral f o r  o t h e r  
reasons t h a n  temporary  good r a i n f a l l .  They argue t h a t  t h e  s u p p l y  r e a c t i o n  
observed a f t e r  ad jus tmen t  i s  t h e  symmetr ic  r e v e r s a l  o f  an e a r l i e r  p e r v e r s e  s u p p l y  
r e a c t i o n  caused by t h e  c o n t r a c t i o n  o f  t h e  Tanzanian economy i n  t h e  e a r l y  1980s. 
D u r i n g  t h a t  c r i s i s ,  t h e  u n a v a i l a b i l i t y  o f  i n c e n t i v e  goods induced  househo lds  t o  
reduce  work e f f o r t ,  even i n  t h e  presence o f  r i s i n g  p r i c e s  f o r  own-produced 
p r o d u c t s  on t h e  p a r a l l e l  marke ts .  When t h e  i m p o r t  reg ime  was p a r t i a l l y  
l i b e r a l i z e d  a f t e r  1984, t h e  argument goes, t h e  reappearance o f  consumer i n c e n t i v e  
goods t r i g g e r e d  a  one- t ime supp ly  r e a c t i o n .  G iven t h a t  i t  i s  u s u a l l y  assumed 
t h a t  t h e  observed d e c l i n e  i n  consumer p r i c e s  o f  f ood  g r a i n s  was accompanied by  
a  p a r a l l e l  d e c l i n e  i n  p roducer  p r i c e s ,  a  p e r f e c t  symmetry w i t h  t h e  e a r l i e r  
p e r v e r s e  s u p p l y  r e a c t i o n  i s  now o b t a i n e d :  a  p o s i t i v e  o u t p u t  e f f e c t  i n  t h e  
presence o f  d e c l i n i n g  p roducer  p r i c e s .  

However, i n  t h i s  paper we argue t h a t  t h e  i n c r e a s e  i n  volumes o f  f o o d  g r a i n s  
marketed has p e r s i s t e d  u n t i l  t h e  p r e s e n t  p e r i o d ,  and t h i s  i n c r e a s e  seems t o  be 
more fundamental  and o r thodox  t h a n  one caused by good r a i n f a l l  and a  jump i n  t h e  
a v a i l  a b i  1  i t y  o f  consumer goods. The i n s t i t u t i o n a l  change f r o m  a  s i t u a t i o n  o f  
f o rma l  monopsony and b l a c k  markets  i n  t h e  e a r l y  1980s t o  de f a c t o  l i b e r a l i z e d  
p r i v a t e  f o o d  g r a i n  t r a d e  p r e s e n t l y ,  has c o n s i d e r a b l y  reduced t h e  t r a n s a c t i o n  
c o s t s  i n v o l v e d  i n  m a r k e t i n g .  Thus, t h e  m a j o r  u rban  consumpt ion c e n t e r s  have 
b e n e f i t e d  n o t  o n l y  f r o m  an i n c r e a s e d  a v a i l a b i l i t y ,  b u t  a l s o  f r o m  a  r e d u c t i o n  i n  
t h e  r e a l  consumer p r i c e  o f  food.  The r e d u c t i o n  i n  t r a n s a c t i o n  c o s t s  was such, 
however, t h a t  t h e  decrease i n  consumer p r i c e s  d i d  n o t  a lways i m p l y  a  c o n c u r r e n t  
d e c l i n e  o f  p roducer  p r i c e s .  I n  f a c t ,  i n  s u r p l u s  p r o d u c t i o n  areas w i t h  reasonab le  
t r a n s p o r t  i n f r a s t r u c t u r e ,  i n c r e a s e d  c o m p e t i t i o n  between t r a d e r s  r e s u l t e d  i n  b o t h  
h i g h e r  p roducer  p r i c e s  and l o w e r  consumer p r i c e s .  



2.  METHOD 

A  number o f  s t u d i e s  o n  g r a i n  t r a d e r s  have  been u n d e r t a k e n  w i t h  t h e  o b j e c t i v e  
o f  e v a l u a t i n g  t h e i r  i m p a c t  on  p r o d u c e r  and consumer w e l f a r e .  Such s t u d i e s  
i n c l u d e  t h o s e  b y  Seenappa (1987 ) ,  Gordon (1988 ) ,  Sca rbo rough  (1989 ) ,  Amani and 
Kapunda (1990 ) ,  Amani and Maro (1991) ,  Coul  t e r  and Go1 o b  (1991 ) ,  and San to rum and 
T i b a i  j u k a  ( 1 9 9 1 ) .  Whereas t h e s e  s t u d i e s  have  shed some 1  i g h t  on  t h e  p e r f o r m a n c e  
o f  g r a i n  t r a d e r s ,  mos t  o f  them have based t h e i r  c o n c l u s i o n s  on  c r o s s - s e c t i o n a l  
d a t a  f o r  a  p a r t i c u l a r  y e a r .  The o n l y  e x c e p t i o n ,  pe rhaps ,  i s  Amani and M a r o ' s  
s t u d y ,  w h i c h  c o v e r e d  two  f a r m i n g  seasons .  The c u r r e n t  s t u d y  was d e s i g n e d  t o  
c o n t r i b u t e  t o  t h e  d e b a t e  b y  c a r r y i n g  t h e  a n a l y s i s  f o r  a  much l o n g e r  p e r i o d  and 
o b t a i n i n g  c e r t a i n  l o n g i t u d i n a l  i n f o r m a t i o n .  To a c h i e v e  t h i s  o b j e c t i v e ,  t h e  s t u d y  
had t o  r e l y  on  t r a d e r  r e c a l l ,  w h i c h  can  a  p r i o r i  be c r i t i c i z e d  on r e l i a b i l i t y  
g rounds .  

'The s t u d y  was c o n d u c t e d  be tween m id -Augus t  and December 1991.  A l l  20 
r e g i o n s  o f  m a i n l a n d  T a n z a n i a  were c o v e r e d .  Because i t  i s  d i f f i c u l t  t o  l o c a t e  
w h o l e s a l e  t r a d e r s  when t h e y  a r e  based i n  r u r a l  a r e a s ,  t h e  s t u d y  c o n c e n t r a t e d  on  
t r a d e r s  i n  u r b a n  a r e a s .  

I n  g e n e r a l ,  t h e  number o f  w h o l e s a l e  t r a d e r s  (and  vo lume o f  g r a i n s  t r a d e d )  
i s  a  f u n c t i o n  o f  s i z e  o f  t h e  u r b a n  p o p u l a t i o n  and i t s  l o c a t i o n  r e l a t i v e  t o  m a i n  
s o u r c e s  o f  g r a i n  s u r p l u s .  One w i l l  f i n d  more  w h o l e s a l e  t r a d e r s  i n  r e g i o n a l  
h e a d q u a r t e r s  t h a n  i n  d i s t r i c t  h e a d q u a r t e r s .  Consequen t l y ,  t h e  p r o p o r t i o n  o f  
w h o l e s a l e r s  s e l e c t e d  f o r  i n t e r v i e w  was h i g h  i n  b i g  towns  and t h e  p r o p o r t i o n s  
d e c l i n e d  f o r  s m a l l  towns .  

A  sample  o f  w h o l e s a l e  t r a d e r s  was s e l e c t e d  f r o m  a l l  r e g i o n s .  I n  some 
m a r k e t s  t h e  sample was r a n d o m l y  d rawn f r o m  a  l i s t  o f  w h o l e s a l e  t r a d e r s .  However,  
such  a  1  i s t  was n o t  a v a i l  a b l e  i n  some m a r k e t s  and i t  was d i f f i c u l t  t o  p r e p a r e  
such  a  l i s t  because  o f  a  l a c k  o f  c o o p e r a t i o n  f r o m  t r a d e r s .  I n  such  c a s e s ,  
r e s e a r c h e r s  i n t e r v i e w e d  o n l y  t h o s e  who1 e s a l  e  t r a d e r s  who were  w i  11  i ng t o  
c o o p e r a t e ,  r e d u c i n g  and b i a s i n g  t h e  o r i g i n a l l y  e n v i s a g e d  sample  s i z e .  The l a c k  
o f  c o o p e r a t i o n  f r o m  many t r a d e r s  had t o  do w i t h  t h e i r  f r u s t r a t i o n  w i t h  t h e  
gove rnmen t ' s  f a i l  u r e  t o  r e c o g n i z e  t h e i r  r o l e  i n  a g r i c u l t u r a l  m a r k e t i n g  and t o  
p r o v i d e  them w i t h  sonie f o r n i  o f  c o n c r e t e ,  o f f i c i a l  s u p p o r t .  A t  t h e  end o f  t h e  
s u r v e y  a  t o t a l  o f  58  w h o l e s a l e  t r a d e r s  we re  i n t e r v i e w e d ,  53 i n  u p - c o u n t r y  r e g i o n s  
and 5  i n  Da r  es  Salaam. 

To u n d e r s t a n d  wha t  new i n s t i t u t i o n s  e v o l v e d  i n  t h e  p r i v a t e  s e c t o r ,  we d i d  
a  c a s e  s t u d y  o f  T a n d a l e  m a r k e t ,  t h e  l a r g e s t  u r b a n  g r a i n  m a r k e t  i n  D a r  e s  Salaam, 
as a  c a s e  s t u d y .  T a n d a l e  r e c e i v e s  f o o d  g r a i n s  f r o m  s e v e r a l  r e g i o n s  o f  t h e  
c o u n t r y .  



3.  EVOLUTION OF MARKETING STRUCTURE 

The r e c e n t  e v o l u t i o n  o f  t h e  m a r k e t i n g  s t r u c t u r e  i n  Tanzania can be viewed 
f rom t h r e e  main p o l i c y  p e r i o d s .  F i r s t ,  t h e  s ing le -channe l  m a r k e t i n g  system was 
i n  e f f e c t  b e f o r e  1984. Second, a  q u a n t i t y - r e s t r i c t e d  p e r i o d  o c c u r r e d  f rom 1984 
t o  1987. T h i r d ,  t h e  l i f t i n g  o f  q u a n t i t y  r e s t r i c t i o n s  i n  1987 marked t h e  
b e g i n n i n g  o f  t h e  p e r i o d  o f  de f a c t o  l i b e r a l i z a t i o n  - a  p o l i c y  which has 
p e r s i s t e d  u n t i l  now. 

The p e r i o d  b e f o r e  1984 was dominated by a  s ing le -channe l  m a r k e t i n g  system 
f o r  a lmost  a1 1  a g r i c u l t u r a l  commodit ies and fa rm i n p u t s .  Only  c o o p e r a t i v e  
un ions,  m a r k e t i n g  boards, and c r o p  a u t h o r i t i e s  c o u l d  under take  marke t ing  
f u n c t i o n s .  A  number o f  i m p o r t a n t  changes i n  m a r k e t i n g  o r g a n i z a t i o n  were made 
between independence and 1984, p a r t i c u l  a r l y  o f f  i c i  a1 market- i  ~ g  arrangements, 
r e a l  1  o c a t i o n  o f  e x i s t i n g  marke t ing  f a c i l  i t i e s ,  and o f f i c i  a1 p r i c i n g .  P r i v a t e  
g r a i n  t r a d e r s  were e l i m i n a t e d  f r o m  t h e  market  by t h e  1962 A g r i c u l t u r a l  Products  
Ac t ,  wh ich i n s t i t u t i o n a l i z e d  c o o p e r a t i v e s  th roughou t  t h e  c o u n t r y .  The A c t  f o r c e d  
some c o o p e r a t i v e s  w i t h  no exper ience  and c a p a c i t y  f o r  procurement t o  assume t h e  
respons i  b i  1  i t y  o f  p r i m a r y  m a r k e t i n g  . By 1976 many c o o p e r a t i v e s  were t a k i n g  
f i n a n c i a l  l o s s e s  and were p e r c e i v e d  as n o t  adequate ly  s e r v i n g  t h e  i n t e r e s t s  o f  
fa rmers .  However, when m a r k e t i n g  boards and c r o p  a u t h o r i t i e s  rep1 aced 
c o o p e r a t i v e s  i n  1976, t h e  new i n s t i t u t i o n s  o n l y  compounded t h e  i n e f f i c i e n c i e s  i n  
a g r i c u l t u r a l  marke t ing .  P r i v a t e  t r a d e r s  stepped i n  where these  s t a t e  
i n s t i t u t i o n s  f a i l e d ,  and para1 1  e l  markets  f o r  food  g r a i n  emerged. 

By 1984 i t  was apparent  t o  t h e  government t h a t  s t a t e  c o n t r o l  o f  a g r i c u l t u r a l  
m a r k e t i n g  had n o t  ach ieved t h e  government's o b j e c t i v e s ,  p a r t i c u l  a r l y  t h e  one o f  
national food security. The coll apse of the formal institutions was obvious, 
c r e a t  i ng p r e s s u r e  f o r  t h e  1  i b e r a l  i z a t  i on o f  a g r i  c u l  t u r a l  m a r k e t i n g  . Such 
p r e s s u r e  was f u e l e d  by two o b s e r v a t i o n s .  F i r s t ,  o f f i c i a l  p r i c e  c o n t r o l s  f o r  
s t a p l e  g r a i n s  c o u l d  n o t  be ma in ta ined  and hence open market  p r i c e s  became t h e  
e f f e c t i v e  p r i c e s .  Second, i n e f f i c i e n t  o f f i c i a l  m a r k e t i n g  agencies had p u t  severe 
budge ta ry  p r e s s u r e  on t h e  government as t h e  government found i t  necessary t o  
s u b s i d i z e  t h e i r  a c t i v i t i e s .  

As o f  March 1984 t h e  government a l l owed  p r i v a t e  t r a d e r s  t o  purchase and 
t r a n s p o r t  up t o  500 k i l o g r a m s  o f  food  c rops  a t  any one t i m e .  There was no 
c o n d i t i o n  as t o  t h e  source o f  purchase. T h i s  p o l i c y  change s l i g h t l y  eased food  
shor tages.  Cooperat ives  c o n t i n u e d  t o  be t h e  main p a r t i c i p a n t  i n  food  g r a i n  
markets.  

I n  1987 t h e  q u a n t i t y  r e s t r i c t i o n  was removed, b u t  t r a d e r s  were n o t  a l l owed  
t o  purchase d i r e c t l y  f rom fa rmers .  They were o b l i g e d  t o  purchase f rom p r i m a r y  
s o c i e t i e s  o r  o t h e r  o f f i c i a l  agencies.  However, s i n c e  p r i c e s  p a i d  by o f f i c i a l  



agencies were administered prices and did not ref1 ect actual economic costs, 
private traders continued to purchase directly fro111 farmers at parallel marked 
prices. In 1989 the government reiterated its support for private traders, while 
reaffirming, however, the restrictive condition on the source of purchase. To 
date, no official policy statement has relaxed this condition. This situation 
has created considerable uncertainty among private traders about the seriousness 
of the government's commitment to full liberalization. Moreover, the 
government's verbal support for the private sector has not produced any tangible 
support, e.g., official government assistance in the areas of market 
infrastructure and credit programs tailored to private grain traders. 



4.  E M P I R I C A L  A N A L Y S I S  

GENERAL C H A R A C T E R I S T I C S  OF TRADERS I N  SAMPLE 

The t r a d e r s  have been grouped i n  broad g e o g r a p h i c a l  zones. The zone 
d e s c r i b e d  as t h e  B i g  Four compr ises  t h e  f o u r  main maize-produc ing r e g i o n s  
s i t u a t e d  i n  t h e  west  o f  t h e  c o u n t r y :  Rukwa, Mbeya, I r i n g a ,  and Ruvuma. The 
N o r t h e r n  zone i s  c o n s t i t u t e d  by Arusha, K i l i m a n j a r o ,  Tanga, and Mara. These f o u r  
r e g i o n s  a l l  b o r d e r  Kenya. The West/Centre zone compr ises  much o f  t h e  s e m i a r i d  
areas o f t h e  c o u n t r y  (Mwanza, Shinyanga, Tabora, S i n g i d a )  augmented by Kagera and 
Kigoma r e g i o n s  i n  t h e  n o r t h w e s t .  F i n a l l y ,  t h e  Coas ta l  zone i s  compr ised o f  
Coast, Morogoro, L i  n d i  , and Mtwara. Who1 e s a l  e  t r a d e r s  i n  up -coun t ry  r e g i o n s  
c o n c e n t r a t e d  i n  i n t r a r e g i o n a l  t r a d e  b u t  a  few a r e  i n v o l v e d  i n  i n t e r r e g i o n a l  g r a i n  
t r a d e .  I n t e r r e g i o n a l  t r a d e  t a k e s  p l a c e  between a c c e s s i b l e  f o o d  s u r p l u s  r e g i o n s  
( I r i n g a ,  Mbeya, Dodoma, Morogoro, Arusha, and Ruvuma) and Dar es Salaam. 

I n  t h e  e a r l y  y e a r s  o f  t h e  ad jus tmen t  p e r i o d  (1984 t h r o u g h  1987),  t h e  e n t r y  
i n  t h e  p r i v a t e  g r a i n  t r a d e  a t  t h e  who lesa le  l e v e l  r e q u i r e d  c o n s i d e r a b l e  dynamism, 
m o b i l  i t y ,  and a  w i l l  ingness t o  t a k e  r i s k s .  T h i s  e x p l a i n s  why t h e  average t r a d e r  
i n  o u r  sample i s  r e 1  a t  i v e l  y  young (see Tab1 e  1 ) .  T raders  i n  o u r  sampl e  were 
g e n e r a l l y  i n  t h e i r  m i d - t h i r t i e s ,  w i t h  t h e  average age b e i n g  35. Moreover,  
l o o k i n g  a t  t h e  average number o f  y e a r s  d u r i n g  wh ich  t h e  t r a d e r s  were o p e r a t i n g ,  
we observe t h a t  t r a d e r s  i n  t h r e e  o u t  o f  f o u r  zones have opera ted  on average f o r  
l e s s  t h a n  t h e  o v e r a l l  average o f  seven y e a r s .  Thus, w h o l e s a l e  g r a i n  t r a d i n g  i s  
a  r e l a t i v e l y  new o c c u p a t i o n  f o r  many o f  t h e  t r a d e r s .  'This a l s o  e x p l a i n s  why t h e  
average age and number o f  y e a r s  o f  o p e r a t i o n  i n  t h e  N o r t h e r n  zone i s  so much 
h i g h e r  t h a n  i n  t h e  o t h e r  zones. The r e g i o n s  i n  t h e  N o r t h e r n  zone, and i n  
p a r t i c u l  a r  K i  1  i m a n j a r o  and Tanga, have been r e 1  a t i v e l y  s h i e l d e d  f r o m  a c t u a l  
government enforcement  o f  t h e  o f f i c i a l  m a r k e t i n g  channel  s. De f a c t o  
l i b e r a l i z a t i o n  o f  t h e  g r a i n  t r a d e  o c c u r r e d  i n  most o f  t h e  r e s t  o f  t h e  c o u n t r y  
s i n c e  t h e  mid-1980s, b u t  had b a s i c a l l y  been c h a r a c t e r i s t i c  o f  t h e  N o r t h e r n  
r e g i o n s  s i n c e  t h e  mid-1970s. 

The w h o l e s a l e  g r a i n  t r a d e  i s  dominated by  men (see T a b l e  2 ) .  The c u r r e n t  
gender b i a s  may be t h e  r e s u l t  o f  t h e  combined e f f e c t  o f  r e l i g i o u s  and p o l i t i c a l  
f a c t o r s .  I s l a m  r e s t r i c t s  women's m o b i l i t y ,  and women's l e s s e r  p o l i t i c a l  power 
makes i t  more d i f f i c u l t  f o r  them t o  o p e r a t e  s u c c e s s f u l l y  i n  m a j o r  p a r a l l e l  t r a d e  
a c t i v i t i e s .  C u r r e n t l y ,  t h e  main r o l e  o f  female  t r a d e r s ,  t hen ,  i s  s i t u a t e d  a t  t h e  
r e t a i  1  1  eve1 . However, i n  r e c e n t  yea rs ,  1  i b e r a l  i z a t i o n  has r e s u l t e d  i n  an 
i n c r e a s e  o f  e n t r y  i n t o  t h e  who lesa le  t r a d e  by female  t r a d e r s ,  even i n  
p r e d o m i n a n t l y  Mus l im r e g i o n s  such as Tanga. 

Most who lesa le  g r a i n  t r a d e r s  do n o t  have e d u c a t i o n a l  q u a l i f i c a t i o n s  above 
t h e  p r i m a r y  schoo l  l e v e l  (Tab le  3 ) .  However, s i n c e  t h e  Tanzanian government 
p o l  i c y  has e x p l  i c i  t l y  b i a s e d  a g a i n s t  secondary e d u c a t i o n  r e 1  a t  i ve t o  p r i m a r y  



T a b l e  1 - T r a d e r s '  Average Age and t h e  Number o f  Years o f  O p e r a t i o n  

Years o f  
Zone Age Operat  i on 

B i g  Four  

N o r t h e r n  

West /Cent re  

Coast 

Dar es Salaam 

T o t a l  sample 3 4 7 

Source: Computed f r o m  su rvey  d a t a .  

Note :  The zones a r e  c o n s t i t u t e d  as f o l l o w s .  B i g  Four :  Rukwa, Ruvuma, Mbeya, 
and I r i n g a .  N o r t h e r n :  Tanga, K i l i m a n j a r o ,  Arusha and Mara. West /Cent re :  
Kigoma, Tabora,  Mwanza, Kagera, Shinyanga, S i n g i d a  and Dodorna. Coast :  
Morogoro, L i n d i ,  Mtwara, and Coast .  



T a b l e  2 - Gender D i s t r i b u t i o n  

H a l e  Femal e  T o t a l  

B i g  Four 

Nor thern  

West/Centre 

Coast 

Dar  es  Salaam 

T o t a l  sample 50 8 58 

Source: Computed f rom survey d a t a .  



T a b l e  3 - E d u c a t i o n  

Leve l  o f  E d u c a t i o n  

Zone P r i m a r y  T e c h n i c a l  Secondary O the r  

B ig  Four  9 

N o r t h e r n  9 

West/Centre 2 1 

Coast 7 

Oar es Salaam 5 

T o t a l  sample 5 1 1 3 3 

Source:  Computed f r o m  su rvey  d a t a .  



e d u c a t i o n  i n  g e n e r a l ,  i t  i s  u n l i k e l y  t h a t  t h e  l o w  l e v e l s  o f  e d u c a t i o n  found  a r e  
i n  any way i n d i c a t i v e  o f  t r a d e r s '  p r e f e r e n c e s  f o r  f o r m a l  e d u c a t i o n .  

SUBJECTIVE EVALUATION OF THE TRADING ENVIRONMENT 

Given o u r  i n t e r e s t  i n  t h e  e f f e c t  o f  p o l i c y  changes on t r a d e r s '  b e h a v i o r  on 
t h e  one hand and t h e  l a c k  o f  q u a n t i t a t i v e  d a t a  c o n c e r n i n g  c r u c i a l  pa ramete rs  o f  
t h e  m a r k e t i n g  env i ronmen t  on t h e  o t h e r ,  we d e c i d e d  t o  c o l l e c t  qua1 i t a t i v e  r e c a l l  
i n f o r m a t i o n  f r o m  t h e  t r a d e r s .  F o r  i n s t a n c e ,  we asked t r a d e r s  t o  g i v e  us t h e i r  
i m p r e s s i o n  o f  t h e  l e v e l  o f  c o m p e t i t i o n  t h e y  f a c e d  d u r i n g  each y e a r  o f  o p e r a t i o n .  
A  v e r y  l o w  l e v e l  o f  c o m p e t i t i o n  was ass igned  a  numer i ca l  v a l u e  o f  z e r o  and a  v e r y  
h i g h  l e v e l  o f  c o m p e t i t i o n  was ass igned  a  v a l u e  o f  f o u r ,  and i n  between we had 
l ow ,  normal ,  and h i g h ;  t h e  same r a n k i n g  a p p l i e d  t o  o t h e r  v a r i a b l e s .  Such 
q u e s t i o n s  cove red  t h e  e n t i r e  t i m e  t h e  t r a d e r  had been o p e r a t i n g .  The s p e c i f i c  
f o r m a t  o f  t h e  q u e s t i o n s  t h a t  we used had been suggested t o  us by  g r a i n  t r a d e r s  
themselves  d u r i n g  a  p r e t e s t i n g  o f  t h e  q u e s t i o n n a i r e .  The q u e s t  i o n s  c a p t u r e d  
changes i n  v a r i a b l e s  t h a t  t r a d e r s  t h o u g h t  were c r u c i a l .  D u r i n g  t h e  i n t e r v i e w s ,  
t r a d e r s  g e n e r a l l y  responded e n t h u s i a s t i c a l l y  t o  t h i s  f o r m a t .  We p r e s e n t  t h e  
r e s u l t s  i n  F i g u r e s  1, 2, 3, 4, 5, and 6. The f i g u r e s  i l l u s t r a t e  t h e  g e n e r a l  
t r e n d s  i n  t h e  m a r k e t i n g  env i ronmen t .  A  p r i o r i  , however, one can t a k e  i s s u e  w i t h  
t h e  r e 1  i a b i l  i t y  o f  t h e  data . '  

I n  t h e  b e g i n n i n g  o f  t h e  1980s Tanzan ia  found i t s e l f  i n  a  seve re  economic 
c r i s i s  t h a t  had c o n t r a c t i o n a r y  e f f e c t s  on p r o d u c t i o n .  A  d r o u g h t  i n  1982183 
agg rava ted  t h e  s i t u a t i o n .  P a r a l l e l  marke ts  f o r  g r a i n  t r a d e  were i l l e g a l  and 
enforcement  was a t  t i m e s  seve re .  From t h e  g raphs  we can see t h a t  t h e  c r i s i s  had 
a  s i g n i f i c a n t  e f f e c t  on t h e  e v a l u a t i o n  o f  s u p p l y  and demand c o n d i t i o n s  by  t h e  
t r a d e r s .  From 1980181 u n t i l  1983184, s u p p l y  t o  t h e  p a r a l l e l  g r a i n  marke ts  
decreases,  and purchase p r i c e s  on t h e s e  markets  i n c r e a s e  ( see  F i g u r e  1 ) .  
S t a r t i n g  i n  1982183, demand f o r  f o o d  g r a i n s  f a l l s ,  whereas t h e  s a l e  p r i c e  o f  f o o d  
g r a i n s  on t h e  p a r a l l e l  marke t  i n c r e a s e s  s h a r p l y  ( see  F i g u r e  2 ) .  

I t  i s  i m p o r t a n t  t o  unde rs tand  t h e  r e l a t i o n  between t h e  i n c r e a s e  i n  purchase 
p r i c e  f r o m  1981182 u n t i l  1983184 and t h e  s u p p l y  s i t u a t i o n .  F i r s t ,  r a i n f a l l  was 
be low normal  i n  1982183. T h i s  reduced t o t a l  s u p p l y  and d i r e c t l y  a f f e c t e d  t h e  
purchase p r i c e  a t  t h e  p roduce r  l e v e l  t h r o u g h  an i n c r e a s e  o f  t h e  r e l a t i v e  
s u b s i s t e n c e  v a l u e  o f  g r a i n . '  Second, ~ i i a r k e t e d  q u a n t i t i e s  were a f f e c t e d  because 
o f  t h e  enactment o f  economic l e g i s l a t i o n  t h a t  banned a l l  p a r a l l e l  marke t  
a c t i v i t i e s .  The f i r s t  r e a c t i o n  o f  t h e  government t o  t h e  c r i s i s  o f  1979 and 1980 
had been t o  p o s t u l a t e  t h a t  t h e  c r i s i s  was t h e  r e s u l t  o f  an i m p e r f e c t  
i m p l e m e n t a t i o n  o f  s o c i  a1 i s t  p o l  i c i e s .  The government reasoned t h a t  t h e  o f f i c i a l  
i n s t i t u t i o n s  o f  t h e  p lanned  economy needed t o  be more r i g o r o u s l y  e n f o r c e d ,  so 
t h e y  v i g o r o u s l y  c r a c k e d  down on t h e  u n o f f i c i a l  economy. The crackdown was known 
as t h e  "War on Economic Sabo teu rs "  and c h a r a c t e r i z e d  most o f  t h e  1982183 and 

However, one s h o u l d  ask  o n e s e l f  whether  one wou ld  a l s o  i m m e d i a t e l y  d i s c a r d  
such q u a l i t a t i v e  i n f o r m a t i o n  i f  t h e  sample wou ld  have c o n s i s t e d  o f ,  say, t h e  
i m p r e s s i o n s  o f  53 Amer ican businessmen. 



Figure 1 - S u b j e c t i v e  E v a l u a t i o n  by T raders  o f  Supply C o n d i t i o n s  
(1980/81-1991/92) 
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F i g u r e  2 - S u b j e c t i v e  Eva lua t ion  by Traders o f  Demand Condi t ions 
(1980/81-1991/92) 
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Figure 3 - S u b j e c t i v e  E v a l u a t i o n  by T r a d e r s  o f  M a r k e t  C o n d i t i o n s  
(1980181-1991/92) 
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Figure  4 - Subjec t ive  Evaluat ion by Traders o f  Transport  Condi t ions 
(1980/81-1991/92) 
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Figure 5 - Traders' Recall of Real Loading Costs (1980/81-1991/92) 
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Note: Costs are per bag of maize in real terms ( C P I  def lated) .  



Figure 6 - S u b j e c t i v e  Eva lua t ion  by Traders  o f  NMC Purchases and Sa les  
(1980/81-1991/92) 
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1983184 seasons. Tha t  t h e  crackdown had t h e  e f f e c t  o f  r a i s i n g  t r a n s a c t i o n  c o s t s  
by i n c r e a s i n g  t h e  r i s k s  o f  t h e  g r a i n  t r a d e  can be i n f e r r e d  f r o m  t h e  d e c l i n e  i n  
t r a d e r  p r o f i t s  (see F i g u r e  3 ) .  

T h i s  s i t u a t i o n  changed i n  t h e  1984185 season, when t h e  c r i s i s  f o r c e d  t h e  
government t o  r e e v a l u a t e  t h e  b a s i c  premises o f  i t s  p o l  i c i e s .  G r a i n  t r a d e r s  were 
now a l l o w e d  t o  t r a d e  up t o  500 k i l o g r a m s  a t  any one t i m e .  We observe  a  number 
o f  changes i n  t h e  t r a d i n g  env i ronment  as a  r e s u l t  o f  t h e  change i n  p o l i c y .  
F i r s t ,  we see an immediate s t a b i l i z a t i o n  o f  t h e  r e l a t i v e  purchase p r i c e  as 
e v a l u a t e d  by t h e  t r a d e r s  (see F i g u r e  1 ) .  Second, even i n  t h e  presence o f  
s tagnan t  r e l a t i v e  p roducer  p r i c e s ,  we see a  s t r o n g  supp ly  r e a c t i o n  (see F i g u r e  
1 ) .  T h i r d ,  p r o f i t s  make a  q u i c k  and s teep  one- t ime r i s e  a f t e r  wh ich  t h e y  s l o w l y  
decrease f o r  t h e  rema inder  o f  t h e  e n t i r e  p o s t l i b e r a l i z a t i o n  p e r i o d  (see F i g u r e  
3 ) .  The r i s e  i n  p r o f i t s  j u s t  a f t e r  l i b e r a l i z a t i o n  p r o b a b l y  r e s u l t s  f r o m  t h e  
a b i  1  i t y  o f  t h e  t r a d e r s  who were a1 ready o p e r a t i n g  a t  t h e  t i m e  o f  1  i b e r a l  i z a t i o n ,  
o r  who i m m e d i a t e l y  e n t e r e d  t h e  market  a t  t h i s  t i m e ,  t o  e x p l o i t  t h e  r e l a t i v e l y  l o w  
l e v e l  o f  c o m p e t i t i o n .  I t i s  obv ious ,  however, f r o m  t h e  l a t e r  t r e n d  t h a t  such 
p r o f i t s  g r a d u a l l y  f e l l  as c o m p e t i t i o n  i n c r e a s e d  i n  l a t e r  y e a r s .  

C o m p e t i t i o n  among who lesa le  t r a d e r s  i n c r e a s e d  t h r o u g h o u t  t h e  p e r i o d  under 
c o n s i d e r a t i o n  (see F i g u r e  3 ) .  Acco rd ing  t o  t h e  t r a d e r s ,  however, c o m p e t i t i o n  was 
i n c r e a s i n g  even b e f o r e  l i b e r a l i z a t i o n ,  i . e . ,  b e f o r e  1984185. However, t h e  
sampled t r a d e r s  who c o u l d  answer q u e s t i o n s  on t h e  f i r s t  h a l f  o f  t h e  1980s were 
p r i m a r i l y  s i t u a t e d  i n  t h e  N o r t h e r n  p a r t  o f  t h e  c o u n t r y ,  where government c o n t r o l  
o f  t h e  t r a d e  was l e s s  r i g o r o u s  t h a n  e lsewhere.  Whereas t h e  r e p o r t e d  i n c r e a s e  i n  
c o m p e t i t i o n  f r o m  1981182 u n t i l  1984185 was accompanied by an expected decrease 
i n  p r o f i t s  f r o m  1981182 u n t i l  1983184, a  temporary  u p t u r n  i n  p r o f i t s  t o o k  p l a c e  
f r o m  1983184 t o  1984185, t h e  f i r s t  y e a r s  o f  de f a c t o  l i b e r a l i z a t i o n .  A f t e r  t h e s e  
yea rs ,  t h e  makeup o f  t h e  sarnple changes, because t r a d e r s  i n  o t h e r  r e g i o n s  o f  t h e  
c o u n t r y  e n t e r e d  t h e  w h o l e s a l e  t r a d e .  The t e m p o r a r i l y  h i g h  p r o f i t s  made i n  
1984185 t h u s  a t t r a c t e d  more t r a d e r s ,  c o m p e t i t i o n  i nc reased ,  and p r o f i t s  
consequen t l y  f e l l .  

S t a r t i n g  i n  t h e  1987188 season, a  more s t a b l e  economic env i ronment  s e t  i n .  
Wh i le  s a l e  p r i c e s  s t a b i l i z e d  (see F i g u r e  2 ) ,  purchase p r i c e s  s t a r t e d  an upward 
t r e n d  (see F i g u r e  1 ) .  The g r a i n  t r a d e  now e n t e r e d  a  p e r i o d  i n  wh ich  i n c r e a s i n g  
c o m p e t i t i o n  between t r a d e r s  a t  t h e  p roducer  1  eve1 began t o  d r i v e  p roducer  p r i c e s  
up. T h i s  wou ld  a1 so e x p l a i n  why t r a d e r s  e v a l u a t e d  r e l a t i v e  s u p p l y  as d e c r e a s i n g  
i n  t h i s  p e r i o d  (see F i g u r e  1 ) .  T h i s  h y p o t h e s i s  becomes even more p l a u s i b l e  i f  
we t a k e  i n t o  account  t h a t  r a i n f a l l  was above average u n t i l  1990/91, a  s i t u a t i o n  
wh ich  s h o u l d  a  p r i o r i  n o t  be c o m p a t i b l e  w i t h  r i s i n g  p roducer  p r i c e s .  

T r a n s p o r t  c o s t s ,  a c c o r d i n g  t o  t h e  sampled t r a d e r s ,  were r e l a t i v e l y  s t a b l e  
u n t i  1  1985186, when t h e y  i n c r e a s e d  s i g n i  f i c a n t l y 3  (see F i g u r e  4 ) .  However, t h e y  

More t h a n  70 p e r c e n t  o f  t o t a l  t r a f f i c  i n  Tanzan ia  i s  c a r r i e d  by t h e  r o a d  
ne twork .  The r a i l w a y  i s  t h e  second mode o f  t r a n s p o r t ,  b u t  c u r r e n t l y  o f  1  i t t l e  
s i g n i f i c a n c e  t o  t h e  t r a n s p o r t a t i o n  o f  f ood  c r o p s .  The t o t a l  r o a d  ne twork  i s  

( c o n t i n u e d  . . . )  



were t e m p o r a r i l y  reduced i n  t h e  n e x t  m a r k e t i n g  season (1986/87),  most l i k e l y  
because o f  t h e  i n c r e a s e  i n  a v a i l a b i l  i t y  o f  i m p o r t s  (e.g. ,  spare  p a r t s )  under  t h e  
own-funded i m p o r t  scheme t h a t  was launched i n  1986. A f t e r  1986187, g i v e n  t h e  
s t r o n g e r  d e v a l u a t i o n s  o f  t h e  para1 l e l  market  f o r e i g n  exchange r a t e  t h a t  
accompanied t h e  d e v a l u a t i o n s  o f  t h e  o f f i c i a l  f o r e i g n  exchange r a t e ,  t r a d e r s  f e l t  
t h a t  t r a n s p o r t  c o s t s  c o n t i n u e d  t o  i n c r e a s e  i n  r e l a t i v e  te rms.  T raders  s t a t e  t h a t  
a f t e r  1987188 t h e y  a l s o  exper ienced  a  r e d u c t i o n  i n  t h e  r e l a t i v e  supp ly  o f  
t r a n s p o r t a t i o n .  T r a n s p o r t a t i o n  c o n t i n u e s  t o  be a  m a j o r  b o t t l e n e c k  t o  g r a i n  
market  expans ion,  i n c r e a s i n g  i n  r e 1  a t i v e  impor tance as t h e  volume o f  t r a d e  grows. 

F i g u r e  5  summarizes t r e n d s  i n  r e a l  l o a d i n g  c o s t s  measured .in Tanzanian 
S h i l l i n g s  (TSh) p e r  bag. Load ing c o s t s  dropped s h a r p l y  s t a r t i n g  i n  1982183. 
Such a  decrease i n  t h e  r e a l  charges o f  f o r  on- and o f f - l o a d i n g  i s  p r o b a b l y  
r e l a t e d  t o  an i n c r e a s e  o f  l a b o r  supp ly  d u r i n g  t h e  f i r s t  phase o f  t h e  ad jus tmen t  
p e r i o d .  The downward t r e n d  l e v e l s  o f f  i n  t h e  1986187 season d u r i n g  wh ich  an 
i n c r e a s e  i n  on - load ing  c o s t s  and a  s t a b i l i z a t i o n  o f  o f f - l o a d i n g  c o s t s  i s  
observed.  S i n c e  on-1 oad ing  t y p i c a l l y  t a k e s  p l a c e  i n  t h e  r u r a l  p roducer  areas,  
whereas t h e  o f f - l o a d i n g  i s  s i t u a t e d  i n  t h e  u rban  markets ,  such a  t r e n d  may 
i n d i c a t e  a  r e l a t i v e  r i s e  i n  t h e  s c a r c i t y  o f  l a b o r  i n  t h e  r u r a l  a reas.  Such 
s c a r c i t y  may p o i n t  t o  an i n c r e a s i n g  p r o f i t a b i l i t y  o f  a g r i c u l t u r a l  p r o d u c t i o n  i n  
t h e  l a t e r  phases o f  ad jus tmen t .  

The impac t  o f  t h e  NMC on t h e  o p e r a t i o n s  o f  t h e  t r a d e r s  can be g leaned f r o m  
F i g u r e  6. I n t e r e s t i n g l y ,  t r a d e r s  e v a l u a t e d  t h e  c o m p e t i t i o n  t h e y  exper ienced  f rom 
t h e  NMC o p e r a t i o n s  as g e n e r a l l y  l ow .  There was a  s l i g h t ,  b u t  i r r e g u l a r  i n c r e a s e  
i n  d i r e c t  c o m p e t i t i o n  n o t i c e a b l e  s i n c e  1982183, wh ich  peaked d u r i n g  t h e  1987188 
and 1988189 m a r k e t i n g  seasons. S ince  then,  NMC o p e r a t i o n s  have d w i n d l e d  r a p i d l y .  

TRADED VOLUMES AND P R I C E S  

The above impress ions  i l l u s t r a t e  t h e  genera l  changes i n  t h e  t r a d i n g  
environment over the entire decade. In this section we focus on more readily 
q u a n t i f i a b l e  parameter  changes such as purchase v o l  urnes, purchase p r i c e s ,  and 
s a l e  p r i c e s  t h a t  o c c u r r e d  i n  t h e  1  a s t  ha1 f o f  t h e  decade. However, w i t h  r e s p e c t  
t o  t h e  q u a n t i t a t i v e  e s t i m a t e s  g i v e n ,  a  cavea t  r e l a t e d  t o  t h e  nonrandomness o f  o u r  
sampl i n g  method shou ld  be made. 

3 ( .  . . c o n t i n u e d )  
e s t i m a t e d  a t  82,000 k i l o m e t e r s ,  o u t  o f  wh ich  10,000 k i l o m e t e r s  a r e  t r u n k  roads .  
On ly  o n e - t h i r d  o f  t h e  t r u n k  roads  a r e  aspha l t -paved,  and many o f  t h e  roads  a r e  
rundown and unpassab le  d u r i n g  t h e  r a i n y  season. The s i z e  o f  t h e  t r u c k i n g  f l e e t  
was about  18,000 i n  1980, b u t  d e c l i n e d  by 3.6 p e r c e n t  p e r  annum u n t i l  1988. An 
i n c r e a s e  was reco rded  a f t e r w a r d s ,  due t o  measures t a k e n  under  t h e  Economic Reform 
Program. P r e s e n t l y ,  more t h a n  75 p e r c e n t  o f  t r u c k s  a r e  o p e r a t e d  by  p r i v a t e  
owners and f r e i g h t  r a t e s  r e f l e c t  market  c o n d i t i o n s .  T rucks  o p e r a t e d  by t h e  
p u b l i c  s e c t o r  ( m a i n l y  c o o p e r a t i v e  un ions  and r e g i o n a l  t r a d i n g  companies) charge 
r e g u l a t e d ,  a r t i f i c i a l l y  l o w  r a t e s .  



We i n v e s t i g a t e  t r e n d s  f o r  c l u s t e r s  o f  r e g i o n s  s i n c e  l i b e r a l i z a t i o n  can be 
expected t o  a f f e c t  r e g i o n s  d i f f e r e n t l y ,  g i v e n  c e r t a i n  d i f f e r e n t i a t i n g  f a c t o r s  
such as t h e  a g r o c l i m a t e ,  p o p u l a t i o n  d e n s i t y ,  and t r a n s p o r t a t i o n  i n f r a s t r u c t u r e .  
The c l u s t e r s  were d e f i n e d  on t h e  b a s i s  o f  a  few genera l  c h a r a c t e r i s t i c s .  Data 
a re  f o r  t h e  main f o o d  g r a i n  i n  Tanzania, i . e . ,  maize.  

I n  some r e g i o n s  i n  Tanzania poor  roads and t h e  r e s u l t i n g  h i g h  t r a n s p o r t a t i o n  
c o s t s  may p r e v e n t  t r a d e r s  f r o m  s t e p p i n g  up t h e i r  a c t i v i t i e s .  We have grouped 
such r e g i o n s  under  t h e  head ing "No T r a n s p o r t . "  Procurement o f  g r a i n s  t o  t h e  
r e g i o n a l  c a p i t a l  i n  t h i s  group i s  t y p i c a l l y  f r o m  w i t h i n  t h e  same r e g i o n  o n l y .  
Another  g roup  o f  r e g i o n s  has access t o  a  r e l a t i v e l y  b e t t e r  t r a n s p o r t a t i o n  network  
and h i g h  r e l a t i v e  p o p u l a t i o n  d e n s i t i e s ,  and t h e y  o f t e n  seems t o  f u n c t i o n  as a  
"hub" f o r  i n t e r r e g i o n a l ,  o r  even i n t e r n a t i o n a l  g r a i n  movements. T h i s  c l u s t e r  i s  
somewhat euphemi s t i c a l  l y  1  a b e l l  ed "Good T r a n s p o r t . "  A  number o f  r e g i o n s  produce 
a  c o n s i d e r a b l e  maize s u r p l u s  and have an i n t e r m e d i a t e  qua1 i t y  o f  road  
i n f r a s t r u c t u r e .  Such r e g i o n s  a r e  grouped as "Surp lus  and T r a n s p o r t . "  The Dar 
es Salaam marke t  i s  a t y p i c a l  i n  t h a t  a l t h o u g h  i t  i s  t h e  l a r g e s t  consumpt ion 
c e n t e r  i n  Tanzania,  i t  i s  l o c a t e d  w i t h i n  a  f o o d - d e f i c i t  zone. Dar es Salaam t h u s  
p rocures  most o f  i t s  food  f rom r e l a t i v e l y  d i s t a n t  r e g i o n s .  

Tremendous inc reases  i n  average volumes t r a d e d  have o c c u r r e d  i n  t h e  "Good 
T r a n s p o r t "  g roup  (see Tab le  4 ) .  The t r a d e r s  i n  o u r  sample had inc reased  t h e i r  
volume more t h a n  t e n - f o l d  w i t h i n  a  p e r i o d  o f  f i v e  years .  E q u a l l y ,  t h e  t r a d e r s  
i n  t h e  " S u r p l u s  and T r a n s p o r t "  group as w e l l  as t h e  Dar es Salaam market  
i nc reased  t h e  volume t raded ,  a l t h o u g h  much l e s s  d r a m a t i c a l l y  as t h e  p r e v i o u s  
group.  The t r a d e  response i n  t h e  "No T r a n s p o r t "  c l u s t e r  was, as perhaps 
expected,  poor .  From 1985/86 u n t i l  1990/91 a c t i v i t y  l e v e l s  h a r d l y  seemed t o  
i n c r e a s e  a t  a l l ,  a l t h o u g h  t h e  1990/91 season saw a  s i g n i f i c a n t  r i s e  i n  average 
volume purchased. I t  shou ld  be p o i n t e d  o u t  t h a t  t h e  p a n - t e r r i t o r i a l  p r i c e  system 
had s u b s i d i z e d  t h e  p r o d u c t i o n  o f  maize i n  t h e  more remote r e g i o n s .  P a r t  o f  t h e  
s t a g n a t i o n  observed,  then,  may be a t t r i b u t e d  t o  a  s i m p l e  r e v e r s a l  o f  an 
a r t i f i c i a l l y  c r e a t e d  maize supp ly  i n  such remote r e g i o n s .  

Wi th  r e s p e c t  t o  nominal  purchase p r i c e s ,  we f i r s t  n o t e  t h a t  t h e  a b s o l u t e  
l e v e l  o f  t h e  purchase p r i c e s  u n d e r l i n e s  t h e  b a s i c  d i f f e r e n c e s  between t h e  
r e g i o n a l  groups.  A t  t h e  b e g i n n i n g  of  t h e  p e r i o d  under c o n s i d e r a t i o n ,  purchase 
p r i c e s  a r e  l o w e s t  i n  t h e  "Surp lus  and T r a n s p o r t "  group and h i g h e s t  i n  t h e  more 
dense ly  p o p u l a t e d  "Good T r a n s p o r t "  group. Nominal p r i c e s  i n  t h e  "No T r a n s p o r t "  
group a r e  a t  an i n t e r m e d i a t e  l e v e l .  A t  t h e  end o f  t h e  p e r i o d ,  t h e  "No T r a n s p o r t "  
g roup  has sw i t ched  ranks  w i t h  t h e  "Surp lus  and T r a n s p o r t "  group: i t  has now t h e  
l o w e s t  nominal  l e v e l  o f  purchase p r i c e s .  Such a  t r e n d  seems t o  c o n f i r m  o u r  
h y p o t h e s i s  o f  a  broad geograph ica l  r e s t r u c t u r i n g  induced by market  f o r c e s .  

The developments a f t e r  1985/86 i n  terms o f  r e a l  p r i c e  l e v e l s  a r e  e q u a l l y  
d i v e r g e n t .  The " S u r p l u s  and T r a n s p o r t "  group has seen t h e  most encourag ing 
response t o  t h e  l i b e r a l i z a t i o n :  r e a l  p roducer  p r i c e s  have inc reased  
s u b s t a n t i a l l y ,  p r o b a b l y  due t o  i nc reased  c o m p e t i t i o n  among t r a d e r s .  The 1990/91 
i n c r e a s e  m i g h t  have been exaggerated,  however, because o f  e x p e c t a t i o n s  o f  a  
d r o u g h t  wh ich i n  t h e  end d i d  n o t  m a t e r i a l i z e .  I n  t h e  No T r a n s p o r t  group,  we see 
t h e  f o l l o w i n g  p a t t e r n :  r e a l  p roducer  p r i c e s  i n i t i a l l y  decreased, t h e n  g r a d u a l l y  



Table 4 - Maize: Evo lu t i on  o f  Average Purchase Volumes and Purchase P r i ces  

Surplus and Transport No Transport Good Transport Oar es Salaam 

P r i c e  (TSh/kg) P r i c e  (TSh/kg) P r i c e  (TSh/kg) P r i c e  (TSh/kg) 

Market ing  Purchases Real Purchases Real Purchases Real Purchases Real 
Year (Tons) (CPI) Nominal (Tons) (CPI) Nominal (Tons) (CPI) Nominal (Tons) (CPI) Nominal 

Notes: Surplus and t ranspo r t :  Arusha, Mbeya, I r i nga ,  Mara; no t ranspo r t :  Kagera, Rukwa; good t ranspo r t :  K i  1 imanjaro, Tanga, Shinyanga. 

Real (CPI ) :  D e f l a t o r  i s  t he  Nat ional  Consumer Pr ice  Index (1986/87 = 1.00) 



r e t u r n e d  t o  e a r l i e r  l e v e l s .  We can h y p o t h e s i z e  t h a t  t h i s  t r e n d  was caused by  
changes i n  t h e  l e v e l  o f  c o m p e t i t i o n  among t r a d e r s .  I n i t i a l l y ,  b a r g a i n i n g  power 
may have t i  1  t e d  towards t h e  t r a d e r s ,  b u t  i n c r e a s e d  t r a d e r  c o m p e t i t i o n  s h i f t e d  t h e  
b a r g a i n i n g  power back t o  t h e  p roducers .  

Real purchase p r i c e s  i n  t h e  good t r a n s p o r t  g roups decreased d u r i n g  and a f t e r  
ad jus tmen t .  As a1 ready  ' ment ioned,  t h e  r e g i o n s  i n  t h i s  g roup  ( p a r t i c u l a r l y  
K i l i m a n j a r o  and Tanga) f u n c t i o n  as a  hub f o r  i n t e r r e g i o n a l  t r a d e .  S u b s t a n t i a l  
i n c r e a s e s  i n  marketed s u p p l y  seem t o  have d r i v e n  purchase p r i c e s  down. 

Dar  es Salaam p rocu res  most o f  i t s  maize f r o m  r e l a t i v e l y  d i s t a n t  s u r p l u s  
r e g i o n s .  Thus, t h e  purchase p r i c e s  quoted f o l l o w  e s s e n t i a l l y  t h e  t r e n d  o f  t h e  
s u r p l u s  and t r a n s p o r t  g roup .  

T u r n i n g  t o  t h e  consumer s i d e  (Tab le  5 ) ,  we see t h a t  t h e  i n c r e a s e  i n  p roducer  
p r i c e s  was passed on t o  t h e  consumers i n  a l l  g roups.  E s p e c i a l l y  i n  t h e  Good 
T r a n s p o r t  g roup,  consumers have b e n e f i t e d  i n  r e a l  t e rms  f r o m  t h e  i n c r e a s e d  supp ly  
and c o m p e t i t i o n  among t r a d e r s .  

We have no d i r e c t  i n f o r m a t i o n  on t h e  e x a c t  c o m p o s i t i o n  o f  m a r k e t i n g  marg ins :  
such i n f o r m a t i o n  i s  d i f f i c u l t  t o  o b t a i n  t h r o u g h  a  su rvey .  We can, however, 
compare t h e  r e l a t i v e  d i f f e r e n c e  between s a l e  and purchase p r i c e  o v e r  t i m e .  The 
r e s u l t i n g  t r e n d s  a r e  g i v e n  i n  Tab le  6 .  Fo r  a l l  g roups,  r e l a t i v e  marg ins  between 
s a l e  and purchase p r i c e  have remained a p p r o x i m a t e l y  s tab1  e .  However, s i n c e  
t r a n s p o r t  c o s t s  have c o n t i n u e d  t o  i nc rease ,  p r o f i t  marg ins  must have been 
reduced.  T h i s  wou ld  be c o n s i s t e n t  w i t h  t h e  p e r c e p t i o n  o f  t h e  t r a d e r s  themselves  
( see  F i g u r e  3 ) .  

The main component o f  t h e  c a p i t a l  necessary  t o  o p e r a t e  g r a i n  t r a d e  a t  t h e  
who lesa le  l e v e l  i s  c o n s t i t u t e d  by work ing  c a p i t a l  i n v e s t e d  i n  g r a i n  s t o c k s .  
Given t h e  1  a rge  i n c r e a s e s  i n  average t r a d e d  volumes most p r o f i t s  made have 
p r o b a b l y  been plowed back i n t o  h i g h e r  work ing  c a p i t a l  o u t l a y s .  

G iven t h e  i l l e g a l  i t y  wh ich  s t i l l  sur rounds t h e  t r a d e ,  one s h o u l d  n o t  expec t  
t r a d e r s  t o  i n v e s t  i n  l a r g e  and v i s i b l e  permanent s t r u c t u r e s  such as s t o r a g e  
b u i l d i n g s .  Nonethe less ,  s t o r a g e  b e h a v i o r  has s i g n i f i c a n t l y  changed d u r i n g  t h e  
p e r i o d  under  c o n s i d e r a t i o n .  Look ing  a t  T a b l e  7, we see t h a t  s t o r a g e  b e h a v i o r  
between 1985 and 1991 has b a s i c a l l y  changed i n  one r e s p e c t :  whereas t r a d e r s  used 
t o  s t o r e  a  c o n s i d e r a b l e  p a r t  o f  t h e i r  produce i n  t h e i r  own house (maybe t o  a v o i d  
t o o  much a t t e n t i o n ) ,  t h e y  have s h i f t e d  t h e  produce f r o m  t h e i r  house t o  r e l a t i v e l y  
cheap permanent s t o r a g e  s t r u c t u r e s  and open a i r  s t o r a g e .  A d d i t i o n a l l y ,  t h e  
average amount o f  s t o c k  a t  any t i m e  has i n c r e a s e d  c o n s i d e r a b l y  ( see  Tab le  8 ) .  
Not  o n l y  d i d  41.6 p e r c e n t  o f  t r a d e r s  i n  1991 have g r a i n  i n  s t o c k  when t h e y  made 
t h e i r  l a s t  purchase,  as opposed t o  o n l y  16.0 p e r  c e n t  i n  1985, t h e  amount i n  
s t o r a g e  a t  t h e  t i m e  o f  t h e i r  l a s t  purchase i n c r e a s e d  more t h a n  s i x - f o l d .  A t  t h e  
same t i m e ,  maximum s t o r a g e  c a p a c i t y  i n c r e a s e d  by 38 p e r c e n t  (see T a b l e  8 ) .  



Table 5 - Maize: Evo lu t i on  o f  Sale Pr ices  

Surplus and 
Transport  No Transport  Good Transport  Oar es Salaam 

Real Real Real 
Market ing Year (CPI) Nominal (CPI) Nominal (CPI) Nominal Real (CPI) Nominal 

( P r i c e  (TShIkg) 

Notes: Surplus and t ranspo r t :  Arusha, Mbeya, I r i n g a ,  Mara; no t ranspo r t :  Kagera, Rukwa; good t ranspo r t :  
K i  1 imanjaro, Tanga, Shinyanga. 

Real (CPI) :  D e f l a t o r  i s  t he  Nat ional  Consumer P r i ce  Index (1986187 = 1 .00 ) .  



Table 6 - Maize: Evolution of Gross Marketing Margins (1985186-1990/91) 

(Sale - Purchase Price) / Purchase Price 

Marketing Surplus and Good Dar es 
Year Transport No Transport Transport Sal aam Total 

Total .36 .66 .29 .90 .50 

Note: Simple averages over all  traders. 



Table 7 - S t o r a g e  S t r u c t u r e  

I r o n  Roof, Thatched Roof, Open Air 
Br ick  Walls,  Mud Walls,  Earth (Temporary 

Year Own House Cement Floor F l  oor Storage) Total  

(Count  P e r c e n t )  

- - 

Source: Computed from s u r v e y  d a t a .  



T a b l e  8 - Storage  Behav io r  

D i d  y o u  have s t o c k  Maxi mum 
r e m a i n i n g  a t  l a s t  S t o c k  remai  n i  r ~ g  s t o r a g e  

Year purchase? a t  l a s t  purchase c a p a c i t y  

(Count P e r c e n t )  ( k g )  ( k g )  

Yes No 



To complement o u r  i n q u i r y  i n t o  investment  behav io r ,  we a l s o  asked what was 
c a l l e d  t h e  "TSh 1,000,000" ques t ion ,  o r  t h e  "$5,000" q u e s t i o n .  We asked t h e  
t r a d e r s  t o  i n d i c a t e  t o  us how t h e y  would use TSh 1,000,000 i n  p r o f i t s .  They had 
t o  d i s t r i b u t e  t h e  f u l l  amount over  20 f i x e d  c a t e g o r i e s .  The r e s u l t s  a r e  g i v e n  
i n  Table  9. As expected, 30.1 pe rcen t  o f  such p r o f i t s  would be r e i n v e s t e d  i n  
work ing  c a p i t a l ,  i .e., used t o  inc rease  t h e  s c a l e  o f  t h e  t r a d e .  More permanent 
bus iness asse ts  would use o n l y  5 .7  pe rcen t  o f  t h e  p r o f i t s ,  whereas r e a l  e s t a t e  
(15.4 p e r c e n t )  and fa rm asse ts  (14.4 pe rcen t )  a re  a p p a r e n t l y  cons ide red  d e s i r a b l e  
investment  p r o j e c t s .  Note t h a t  a  r e l a t i v e l y  h i g h  p r o p o r t i o n  of  t h e  p r o f i t s  i s  
saved (28.6 p e r c e n t ) .  T h i s  may i n d i c a t e  t h a t  t r a d e r s  may be t h i n k i q g  about 
investment  p r o j e c t s  which s i g n i f i c a n t l y  exceed t h e  $5,000 l e v e l .  The o f t e n  heard 
argument t h a t  t r a d i n g  p r o f i t s  would be spent on more o r  l e s s  " u n p r o d u c t i v e "  
investments  does n o t  f i n d  c o r r o b o r a t i o n  i n  o u r  survey r e s u l t s .  Other  use 
c a t e g o r i e s  combined o n l y  a t t r a c t  6.0 o f  t h e  p r o f i t s .  



Tab le  9 - Intended Use o f  P r o f i t s  

Sum Percent  

Working c a p i t a l  30.1 

Buy crops f o r  business 23.3 

Buy goods f o r  r e s a l e  6.8 

Business assets  5.7 

Buy o r  r e p a i r  ca r / van / t r uck  1  . O  

Buy o r  improve s to rage  s t r u c t u r e s  3 .8  

Buy o r  improve p rocess ing  equipment .9  

Real e s t a t e  15.4 

Buy o r  improve own house 13.7 

Buy o r  improve r e n t a l  p r o p e r t y  (house o r  bus iness)  1 .6  

Buy o t h e r  l a n d  

Farm assets  

Buy l i v e s t o c k  4.4 

Buy machinery o r  implements f o r  farm 

Buy farm 1  and 

Savings 

Keep i t  i n  t h e  house 

Put i t  i n  t h e  bank o r  t h e  Post O f f i c e  

Put i t  i n  a  r o t a t i n g  sav ings and c r e d i t  a s s o c i a t i o n  .6  

Other  6.0 

Lend i t  t o  o the rs  . O  

Give i t  t o  o the rs  1.1 

Buy o r  r e p a i r  household durab l  es 1 . 5  

Spend on educa t ion  and/or t r a i n i n g  o f  household o r  o t h e r  2 .6  

Inc rease  consumption .8  

T o t a l  100.0 



5.  EMERGING PRIVATE INSTITUTIONS 

'The de f a c t o  1  i b e r a l  i z a t  i o n  i r r~p l  i e d  a  fundamental t rans fo rn ia t  i o n  o f  t h e  
i n s t i t u t i o n a l  s t r u c t u r e  i n v o l v e d  i n  g r a i n  market ing.  Most o f  t h e  a c t i v i t i e s  o f  
a  government-cont ro l led market were rep laced  by p r i v a t e  t r a d e  a c t i v i t i e s ,  which 
q u i c k l y  ensured abundant suppl i e s  o f  food g r a i n s  a t  r e1  a t i v e l y  low r e a l  p r i c e s . "  

Whereas t h e  t r a d e  was a  r i s k y  one, t h e  e n t r y  i n t o  t h i s  market was r e l a t i v e l y  
uncons t ra ined  g i v e n  t h e  re1  a t i v e l y  low l e v e l s  o f  i n i t i a l  c a p i t a l  needed. For 
ins tance ,  even though t h e  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  i n  Tanzania i s  ex t reme ly  
poor,  t h e  i n i t i a l  c a p i t a l  needed t o  e n t e r  t h i s  market c o n s i s t s  b a s i c a l l y  o n l y  o f  
work ing c a p i t a l  i n ves ted  i n  c rop  purchases. Moreover, s i nce  reg iona l l y -based  
t r a d e r s  t r a d e  w i t h i n  t h e i r  reg ion ,  no s u b s t a n t i a l  c a p i t a l  o u t l a y s  i n  
t r a n s p o r t a t i o n  o r  s to rage  assets  a re  needed t o  e n t e r  such markets.  I n  t h e  case 
o f  Dar es Salaam, t h e  t r a n s p o r t a t i o n  cos t s  o f  i t s  i n t e r r e g i o n a l  procurement o f  
g r a i n  a re  f i nanced  by a  separate  c l a s s  o f  t r a d e r s ,  i .e., t h e  b rokers  used by t h e  
t r a d e r s  t o  s e l l  t h e i r  c rop .  I n  o t h e r  words, even t h e  a s p i r i n g  long-d is tance  
wholesa le  t r a d e r  would n o t  need e x o r b i t a n t  amounts o f  i n i t i a l  c a p i t a l  , which 
would represen t  s i g n i f i c a n t  b a r r i e r s  t o  e n t r y .  

C a p i t a l  c o n s t r a i n t s  t o  e n t r y  had been assumed t o  e x i s t ,  however. Th i s  
assumption was o f t e n  l i n k e d  t o  t h e  f e a r  t h a t  t h e  r e t r e a t  o f  t h e  government f rom 
food marke t ing  would r e s u l t  i n  a  new monopo l i s t i c  dominat ion by I n d i a n  and Arab 
t r a d e r s ,  who had dominated t h i s  t r a d e  be fo re  independence. However, t h i  s  f e a r  
proved u n j u s t i f i e d .  We have n o t  come across a  s i n g l e  t r a d e r  o f  I n d i a n  o r  Arab 
descent i n  our  survey, no r  have we ob ta ined  any i n f o r m a t i o n  t h a t  would l e a d  us 
t o  b e l i e v e  t h a t  such e n t r y  has indeed occurred.  Given t h e  absence o f  such 
nonindigenous monopol ies i n  t h e  p e r i o d  a f t e r  adjustment,  i t  migh t  be u s e f u l  t o  
p o i n t  ou t  t h a t  t h e  preindependence monopolies o f  t h e  Arab and I n d i a n  t r a d i n g  
c lass ,  where they  ex i s t ed ,  were o f f i c i  a1 monopol i e s ,  i .e., f o r m a l l y  g ran ted  
monopol i e s  o f  t h e  B r i t i s h  government, and no t  t h e  r e s u l t  o f  1  i b e r a l  i z e d  markets.  

I n  some markets,  wholesa le  t r a d e r s  have begun t o  e s t a b l i s h  t h e i r  own 
i n s t i t u t i o n s  so t h a t  they  can serve t h e i r  i n t e r e s t s  b e t t e r .  For ins tance ,  i n  
Tandale, t h e  l a r g e s t  wholesa le  market i n  Dar es Salaam, t h r e e  formal  s o c i e t i e s  
have emerged: an a s s o c i a t i o n  o f  t r a d e r s ,  an a s s o c i a t i o n  o f  b rokers  ( m a d a l a l i ) ,  

4 I n  a d d i t i o n ,  t h e  monopoly o f  state-owned c rop  p a r a s t a t a l s  (such as t h e  
Na t i ona l  M i l l i n g  Corpora t ion )  on t h e  p roduc t i on  and s a l e  o f  animal and ch icken  
feed has been broken by new, a l b e i t  f o r e i g n ,  p r i v a t e  i n s t i t u t i o n s .  These 
i n s t i t u t i o n s  buy low qua1 i t y  g r a i n  f rom bo th  p r i v a t e  t r a d e r s  and p a r a s t a t a l  c rop  
bodies and t r ans fo rm  i t  i n t o  animal and ch icken feed. E n t r y  i n t o  t h i s  k i n d  o f  
bus iness by ind igenous i n s t i t u t i o n s  seems t o  be cons t ra i ned  by l a c k  o f  i n i t i a l  
c a p i t a l .  



and an a s s o c i a t i o n  o f  p o r t e r s .  The M a d a l a l i  A s s o c i a t i o n  i s  a  subse t  o f  t h e  
t r a d e r  a s s o c i a t i o n ,  i . e . ,  one has t o  be a  member o f  t h e  t r a d e r s '  a s s o c i a t i o n  t o  
be long  t o  t h e  Madala l  i group .  

The i d e a  o f  e s t a b l i s h i n g  an a s s o c i a t i o n  o f  t r a d e r s  o r i g i n a l l y  came f r o m  t h e  
CCM ( t h e  r u l i n g  p a r t y )  b ranch i n  Tandale and i n  1987, t h e  Tanda le  Vege tab le  
C o o p e r a t i v e  S o c i e t y  was formed. S ince  g r a i n  t r a d e  was s t i l l  i l l e g a l  b u t  i n  
p r a c t i c e  t o l e r a t e d ,  t h e  t r a d e r s  r e g i s t e r e d  as a  "Vege tab le  A s s o c i a t i o n . "  They 
were u n c e r t a i n  as t o  whether t h e  government wou ld  r e g i s t e r  them as a  G r a i n  
T r a d i n g  S o c i e t y .  The i n i t i a l  s o c i e t y  f a i l e d  m a i n l y  because i t s  l e a d e r s h i p  was 
imposed by t h e  l o c a l  p a r t y  branch.  I n  1989, however, a  new a t t e m p t  was made t o  
f o r m  an independent  c o o p e r a t i v e  s o c i e t y  under  t h e  same name. The main f u n c t i o n  
o f  t h e  s o c i e t y  was t o  b a r g a i n  f o r  reasonab le  purchase and s a l e  p r i c e s  on b e h a l f  
o f  i t s  members. The s o c i e t y  began w i t h  10 members, e v o l v i n g  t o  312 members 
p r e s e n t l y .  Out o f  t h e  c u r r e n t  312 members, 50 a r e  b r o k e r s  ( m a d a l a l i ) .  

An a p p l i c a n t  f o r  m a d a l a l i  has t o  f u l f i l  t h r e e  fo rma l  c o n d i t i o n s  b e f o r e  t h e  
a p p l i c a t i o n  i s  cons ide red .  The fo rma l  c o n d i t i o n s  a re :  one has t o  be a  t r a d e r  
i n  t h e  Tanda le  market ;  one must be a t  l e a s t  18 y e a r s  o l d ;  and one has t o  pay t h e  
a p p l i c a t i o n  f e e  o f  TSh 100. The S o c i e t y ' s  C e n t r a l  Committee goes t h r o u g h  
app l  i c a t i o n s  and i n i t i a l l y  s e l e c t s  t h o s e  who meet t h e  fo rma l  c o n d i t i o n s .  Mee t ing  
t h o s e  c o n d i t i o n s  i s  necessary ,  b u t  n o t  s u f f i c i e n t  f o r  f i n a l  s e l e c t i o n .  Fo r  t h e  
f i n a l  s e l e c t i o n ,  t h e  commi t tee  t a k e s  i n t o  account  t h e  e x i s t i n g  number o f  
r e g i s t e r e d  b r o k e r s  and t h e  c h a r a c t e r  and p a s t  b e h a v i o r  o f  t h e  a p p l i c a n t .  Upon 
acceptance as a  merr~ber o f  t h e  s o c i e t y ,  t h e  a p p l i c a n t  has t o  buy f i v e  shares o f  
TSh 1,000 each. An i n i t i a l  share  o f  TSh 1,000 must be p a i d  i m m e d i a t e l y  b e f o r e  
a c t i v e  p a r t i c i p a t i o n  i n  brokerage.  T h e r e a f t e r ,  a  b r o k e r  pays TSh 100 p e r  g r a i n -  
loaded t r u c k  hand led by  him. The money f r o m  t h e s e  sources i s  p u t  i n  t h e  bank. 
The money i s  used t o  a s s i s t  s o c i e t y  members w i t h  genu ine  f i n a n c i a l  p rob lems.  
I n t e r e s t  genera ted  f r o m  bank d e p o s i t s  i s  shared among members. 

The Tanda le  P o r t e r s  A s s o c i a t i o n  was r e g i s t e r e d  i n  1988. B e f o r e  t h a t ,  
p o r t e r s  were w o r k i n g  as casua l  employees o f  l a r g e  t r a d e r s .  S ince  t h e y  f e l t  
g r o s s l y  underpa id ,  t h e y  dec ided  t o  f o r m  t h e i r  own o r g a n i z a t i o n .  The fo rma l  
c o n d i t i o n s  f o r  e n t r y  i n t o  t h e  a s s o c i a t i o n  a r e  t h e  payment o f  an e n t r y  f e e  o f  TSh 
120 once t h e  a p p l i c a n t  i s  accepted,  and t h e  s u c c e s s f u l  c o m p l e t i o n  o f  a  p r o b a t i o n  
p e r i o d .  C u r r e n t l y ,  however, t h e  number o f  members i s  l i m i t e d  t o  around 160. 
Membership had i n c r e a s e d  f rom 100 i n  1989 t o  207 i n  1990, b e f o r e  i t  d e c l i n e d  t o  
157 i n  1991; 50 mernbers were d i s c o n t i n u e d  between 1990 and 1991 f o r  v a r i o u s  
reasons i n c l u d i n g  absentee ism and 1  az iness .  

I n  1989 a  j o i n t  mee t ing  o f  p o r t e r s  and madal a1 i s  d i s c u s s e d  and f i x e d  l o a d i n g  
and o f f - l o a d i n g  charges.  Under t h i s  c o l l e c t i v e  b a r g a i n i n g  agreement, t h e  charges 
were f i x e d  d i f f e r e n t l y  f o r  d i f f e r e n t  c rops  as shown i n  T a b l e  10. These charges 
have n o t  been r e v i s e d  a l t h o u g h  p r e p a r a t i o n s  a r e  underway t o  do so. F o r  each bag 
o f f - l o a d e d ,  30 p e r c e n t  o f  t h e  income goes t o  t h e  p o r t e r s '  a s s o c i a t i o n  w h i l e  t h e  
r e m a i n i n g  70 p e r c e n t  i s  shared by  a l l  members. We have e s t i m a t e d  t h e  average 
d a i l y  income p e r  p o r t e r  f rom o f f - l o a d i n g  ( T a b l e  11 ) .  I n t e r e s t i n g l y ,  t o  
compensate f o r  t h e  nominal  f i x i t y  o f  t h e  charge p e r  bag - c a u s i n g  a  d e c l i n e  i n  



T a b l e  10 - C o l l e c t i v e  B a r g a i n i n g  Agreement (1989) w i t h  Respect t o  O f f  Load ing 
Charges Between t h e  Tandale P o r t e r s  A s s o c i a t i o n  and t h e  Tanda le  Vege tab le  
C o o p e r a t i v e  S o c i e t y  

Commod i t y  Weight  o f  Bag (kg)  Charge (TSh) 

R i c e  

R i c e  

Beans 

Beans 

Maize 

F i n g e r  M i  11 e t  

Round Po ta toes  

Source: Tandale Vegetab le  Coopera t i ve  S o c i e t y .  



T a b l e  11 - Average D a i l y  Income o f  P o r t e r  i n  Tandale Marke t  

Commod i t y  1989 1990 1991 

R i c e  600 1,000 3,000 

Maize and o t h e r  commodi t ies  200 400 2,000 

Source: Tanda le  Vege tab le  Coopera t i ve  S o c i e t y .  



real terms - the number of porters allowed per truck has gone down from 12 in 
1989 to 8 1990 and to 4 in 1991. 

There are no associations of farmers-cum-traders or transporters in open 
market food marketing. However, the number of farmers involved in grain trading 
has increased significantly over time. It is estimated that farmers-cum-traders 
constitute 50 percent of wholesale traders in the Tandale market and a slightly 
lower proportion in other urban markets. 

In summary, it is important to emphasize at this point that even though the 
legal framework for market reforms does not yet exist, indigenous private 
institutions have begun to evolve. If the government would actually legalize the 
private sector grain trade and provide a better environment for trade investment, 
indigenous trade associations and institutions are likely to mushroom, dealing 
with a variety of market functions. 



6.  P O L I C Y  RECOMMENDATIONS AND CONCLUSIONS 

I n  o r d e r  f o r  p r i v a t e  t r a d e r s  t o  o p e r a t e  e f f e c t i v e l y  i n  m a r k e t i n g  o f  
a g r i c u l t u r a l  commodi t ies  and i n p u t s ,  t h e  government has t o  p r o v i d e  an a t t r a c t i v e  
b u s i n e s s  env i ronmen t .  M a r k e t i n g  a c t i v i t i e s  o f  p r i v a t e  t r a d e r s  must  be l e g a l l y  
r e c o g n i z e d .  As o f  now, t h e i r  a c t i v i t i e s  a r e  o n l y  t o l e r a t e d  g i v e n  t h a t  t h e  1962 
l e g i s l a t i o n ,  wh ich  ou t l awed  p r i v a t e  t r a d e r s  f r o m  i n v o l v e m e n t  i n  a g r i c u l t u r a l  
m a r k e t i n g ,  has n o t  been r e p e a l e d .  Consequent ly ,  t r a d e r s  a r e  sometimes harassed 
by l o c a l  a u t h o r i t i e s .  Moreover,  t r a d e r s  a r e  concerned about  t h e  government 's  
s e r i o u s n e s s  w i t h  r e s p e c t  t o  f u l l  l i b e r a l i z a t i o n  o f  f o o d  m a r k e t i n g  i n  Tanzan ia .  
Due t o  t h i s  u n c e r t a i n t y ,  p r i v a t e  t r a d e r s  a r e  r e l u c t a n t  t o  i n v e s t  i n  f i x e d  and 
s p e c i a l i z e d  b u s i n e s s  a s s e t s ,  e.g. ,  s t o r a g e  s t r u c t u r e s .  S t o r a g e  s t r u c t u r e s  c o u l d  
be b u i l t  by  t h e  government and t h e n  l e a s e d  t o  t r a d e r s  i n d i v i d u a l l y  o r  t o  genu ine  
t r a d e r  c o o p e r a t i v e s .  T r a d e r s  a r e  p r e s e n t l y  r e q u e s t i n g  such i n v e s t m e n t  by  t h e  
government,  b u t  t h e y  a r e  under  t h e  i m p r e s s i o n  t h a t  t h e  government seems r e l u c t a n t  
t o  u n d e r t a k e  any a c t i v i t y  t h a t  m i g h t  pe rmanen t l y  and f o r m a l l y  r e c o g n i z e  t h e  
p r i v a t e  g r a i n  t r a d e .  

The government must address  i n s t i t u t i o n a l  and i n f r a s t r u c t u r a l  b o t t l e n e c k s ,  
p a r t i c u l  a r l y  i n  t h e  r u r a l  a reas .  These b o t t l e n e c k s  i n c l u d e  m a r k e t i n g  s t r u c t u r e s ,  
f e e d e r  roads ,  and weak r e s e a r c h  and e x t e n s i o n  systems. A d d r e s s i n g  t h o s e  
b o t t l e n e c k s  i s  c r u c i a l  f o r  c o n s o l i d a t i o n  o f  t h e  p o s i t i v e  impac ts  o f  
l i b e r a l i z a t i o n  measures. Perhaps t h e  most immedia te  i n f r a s t r u c t u r a l  b o t t l e n e c k  
t o  be addressed i s  t h e  p o o r  c o n d i t i o n s  o f  f e e d e r  roads ;  because o f  t h i s  s i t u a t i o n  
p r i m a r y  m a r k e t i n g  appears t o  be l e s s  e f f i c i e n t  t h a n  secondary  m a r k e t i n g  as b o t h  
p r i v a t e  t r a d e r s  and p r i m a r y  c o o p e r a t i v e  s o c i e t i e s  r e f r a i n  f r o m  t r a d i n g  i n  remote  
a r e a s .  Coul t e r  and Golob (1991) i n  a  s t u d y  i n  I r i n g a  observed t h a t  f o r  v i l l a g e s  
between 15 and 45 k i l o m e t e r s  o f f  t h e  main  h ighway t h e  c o s t  f o r  p r i m a r y  m a r k e t i n g  
( w h o l e s a l e  assembly)  ranges between 9  and 40 t i m e s  t h e  c o s t  o f  secondary  
m a r k e t i n g .  Hence p r i v a t e  t r a d e r s  do n o t  go t o  such a reas  t o  buy .  I n  a d d i t i o n  
t o  i m p r o v i n g  f e e d e r  roads ,  e f f o r t s  shou ld  a l s o  be made t o  improve  r e g i o n a l  and 
t r u n k  r o a d s .  C u r r e n t l y ,  p o o r  c o n d i t i o n s  o f  t h e s e  roads  have k e p t  t r a n s p o r t  c o s t s  
q u i t e  h i g h ;  f o r  i n t e r r e g i o n a l  t r a d e  t r a n s p o r t  c o s t s  p e r  t r a d e r  as a  pe rcen tage  
o f  purchase p r i c e  ranges between 37.8 p e r c e n t  f o r  t h e  Morogoro t o  Dar es Salaam 
r o u t e  t o  202.6 p e r c e n t  f o r  t h e  Rukwa t o  Dar es Salaam r o u t e  (Santorum and 
T i b a i j u k a ,  1991 ) .  

Changing t h e  l e g a l  f ramework under  wh ich  p r i v a t e  t r a d e r s  o p e r a t e  i s  
necessa ry  b u t  may n o t  be s u f f i c i e n t  t o  a t t r a c t  i n v e s t m e n t s  i n  f o o d  m a r k e t i n g .  
Thus i n  a d d i t i o n  t o  l e g a l  i z i n g  p r i v a t e  t r a d e r s ,  r e f o r m s  i n  f i n a n c i a l  i n s t i t u t i o n s  
a r e  u r g e n t l y  needed t o  make c r e d i t  a v a i l a b l e  t o  t r a d e r s .  C u r r e n t l y ,  o n l y  
c o o p e r a t i v e  u n i o n s  can g e t  c r e d i t  f o r  c r o p  purchases.  G iven t h e  e x i s t e n c e  o f  
w e l l - o r g a n i z e d  i n d i g e n o u s  t r a d e r  a s s o c i a t i o n s ,  g r o u p - l e n d i n g  schemes seem t o  h o l d  
o b v i o u s  p romise .  There  i s  an ongo ing e x e r c i s e  t o  r e s t r u c t u r e  f i n a n c i a l  



i n s t i t u t i o n s  by i n t r o d u c i n g  p r i v a t e  banks, among o t h e r  t h i n g s .  T h i s  w i l l  go f a r  
i n  add ress ing  c r e d i t  requ i remen ts  o f  g r a i n  t r a d e r s .  

P r o v i s i o n  o f  communicat ion i n f r a s t r u c t u r e  shou ld  a1 so be t h e  r e s p o n s i  b i  1  i t y  
o f  t h e  government.  T h i s  c a l l s  f o r  an improved communicat ions ne twork  so t h a t  
market  i n f o r m a t i o n  c o u l d  be d i ssemina ted  p r o m p t l y  f o r  use by a l l  market  
p a r t i c i p a n t s .  

The food  market  1  i b e r a l  i z a t i o n  measures have a1 1  owed p r i v a t e  t r a d e r s  t o  
engage i n  a l l  f ood  c r o p s  and a l l  a g r i c u l t u r a l  i n p u t s  excep t  f e r t i l  i z e r .  The main 
reason f o r  t h e  e x c l u s i o n  o f  f e r t i l i z e r  i s  t h a t  t h e  government s u b s i d i z e s  t h e  c o s t  
o f  t r a n s p o r t a t i o n ,  e f f e c t i v e l y  making f e r t i l  i z e r  p r i c e s  p a n - t e r r i  t o r i  a1 . To 
a v o i d  d i s t o r t i o n  o f  t h e s e  p r i c e s ,  t h e  government has a p p o i n t e d  c o o p e r a t i v e s  t o  
d i s t r i b u t e  f e r t i l  i z e r .  However, t h e s e  c o o p e r a t i v e s  a r e  r e 1  u c t a n t  t o  p e r f o r m  t h i s  
f u n c t i o n  because i t  i s  seldom p r o f i t a b l e .  The government shou ld  t h e r e f o r e  
d e c o n t r o l  f e r t i l i z e r  p r i c e s  and l i b e r a l i z e  f e r t i l i z e r  marke ts ,  i n c r e a s i n g  
economies o f  scope f o r  g r a i n  t r a d e r s .  

I n  c o n c l u s i o n ,  p r i v a t e  g r a i n  t r a d e r s  have improved f o o d  supp l  i e s ,  s t a b i l  i z e d  
food  p r i c e s  i n  u rban  areas,  and p r o v i d e d  a  market  t o  fa rmers  - p a r t i c u l a r l y  i n  
a c c e s s i b l e  a reas .  T h e i r  p r o f i t  marg ins  have tended t o  d e c l i n e  o v e r  t i m e  because 
o f  i n c r e a s e d  c o m p e t i t i o n .  However, de f a c t o  food  market  l i b e r a l i z a t i o n  has n o t  
been f o l l o w e d  by f o r m a l  l e g a l i z a t i o n  o f  o r  a c t i v e  s u p p o r t  f o r  t h e  p r i v a t e  s e c t o r .  
The r e s u l t i n g  u n c e r t a i n t y  depresses i nves tmen t  i n  f i x e d  asse ts ,  p a r t  i c u l  a r l y  
s t o r a g e  s t r u c t u r e s .  The government has an immediate o p p o r t u n i t y  t o  c r e a t e  and /o r  
l e a s e  o u t  s t o r a g e  f a c i l i t i e s .  Moreover, g r a i n  t r a d e r s  a r e  c o n s t r a i n e d  by access 
t o  c r e d i t :  f o r m a l  channe ls  a r e  n o t  i n t e r e s t e d  i n  l e n d i n g  t o  them, whereas no 
a p p r o p r i a t e  i n f o r m a l  c r e d i t  i n s t i t u t i o n s  seem t o  e x i s t .  G iven t h e  s u b s t a n t i a l  
i n c r e a s e  i n  t r a n s p o r t  needs, t r a d e r s  a l s o  e x p e r i e n c e  a  g row ing  s c a r c i t y  o f  
t r a n s p o r t a t i o n ,  wh ich  i s  r e f l e c t e d  i n  an i n c r e a s e  i n  i t s  r e a l  c o s t .  T r a n s p o r t  
and communicat ions ne tworks  can be v a s t l y  improved.  
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