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Foreword

Theagriculture sector playsanimportant rolein providing livelihood and social support to millionsof peoplein
sub-Saharan Africa. Yet due to low productivity and poor resource management, many people who depend on
agriculture suffer from poverty and hunger, and the soils used for crop production are becoming depleted of the
most important nutrients. To confront the twin challenges of hunger and malnutrition and natural resource degra-
dation, African agriculture should be modernized and the use of modern inputs, such as mineral fertilizers, im-
proved seeds, crop protection products (CPPs), and other agronomic practices, should be increased. However,
the use of these inputs cannot be increased unless well-functioning agricultural input markets (AIMs) are devel-
oped and operational.

To aid in understanding the dynamics of market development, IFDC prepared a Srategic Framework in
1999 and tested it by preparing action plans for AIMs development in six countries: Ghana and Nigeriain West
Africa, Malawi and Zambiain Southern Africa, and Uganda and Tanzaniain Eastern Africa. Thisaction planis
thelast one under Phase | of action plan development work funded by the U.S. Agency for International Devel-
opment (USAID), Sasakawa-Global 2000 (SG 2000), and other donors. Like its counterparts, this action plan
providesablueprint for an orderly development of AIMsin Tanzania. It recommendsahoalistic approach based on
thefive pillars of market development and supporting conditionsto be nurtured by public-private partnership.

| hopethat policymakers, donors, the private sector and other stakeholderswill find it useful toimproveinput
supply in Tanzania and other African countries and thereby make a difference in the livelihood of the peoplein
rural and urban areas of Africa

Amit H. Roy
IFDC President and
Chief Executive Officer






Preface

Tanzaniaisanaturally rich but economically low-income country with aper capitaincome of $277 and a
high incidence of poverty and hunger. The agriculture sector dominates the economy of Tanzania because it
provides 45% of the gross domestic product (GDP), 60% of export earnings, and more than 80% of the rural
employment. Neverthel ess, theincidence of poverty remainshighinrural areas, per capitacereal production has
been decreasing, and crop yields arelow. Low productivity of agricultureisaresult of low use of modern inputs
including improved seed, fertilizers, and crop protection products (CPPs).

During the 1990s, the Government of Tanzaniaintroduced several policy reformsincluding subsidy re-
moval and privatization of input supply services. These measures have allowed the entry of the private sector into
input supply but havefailedto revitalizeinput use. Guided by low input use and inadequate and untimely supply of
inputsinrural areas, the Ministry of Agriculture and Food Security (MAFS), Government of Tanzania, requested
IFDC and SG 2000 to conduct an assessment of agricultura input supply systems in the country and suggest
suitable measures for improvement. As a result IFDC prepared this action plan in consultation with various
stakeholders. The action plan team included the following members:

B. L. Bumb, Policy Economist and Team Leader, IFDC

M. F. Beig, Marketing Specidlist, IFDC

C. Mataya, Credit Speciaist, IFDC

S. Masagasi, Input Specialist, MAFS

N. T. Msomba, Private Sector Specialist, Tanzania Fertilizer Company (TFC)
F. Muhhuku, Seed Specialist, IFDC Consultant

M. Wanzala, Agricultural Economist, IFDC

The fieldwork for the action plan was conducted during October-November 2003. The assessment team
traveledto Arusha, Kilimanjaro, Iringa, Mbeya, Morogoro, Kigoma, and Taboraand interacted with stakeholders
from both public and private sectors, non-governmental organizations (NGOs), and the donor community. Initial
impressionswere discussed at adebriefing at the MAFS and USAID, and comments received were incorporated
in the draft action plan, which was validated at the National Stakeholders Workshop in Dar es Salaam in August
2004. The comments received at the workshop are reflected here.

This action plan is one of the six action plans that IFDC has prepared with partial funding support from
USAI D during the 2000-2004 period. Other action planswere prepared for Ghana, Malawi, Nigeria, Uganda, and
Zambia. All these action plans have focused on the functioning and performance of agricultural input markets
(AIMs)—fertilizer, seed, and CPPs, constraints affecting the private sector participation in these markets, and
measures needed to make them more effective and efficient.

The action plan recommends a holistic approach encompassing public-private partnership for input market
development in Tanzania. The holistic approach should focus on the five pillars of market development (policy,
human capital, finance, market information, and regul ation) and supporting measuresin regional trade, technology
transfer, and infrastructure and output market development. This action plan complements the MAFS efforts
under the agriculture sector development strategy (ASDS), participatory agricultural devel opment and empower-
ment program (PADEP), and other developmental activities.

USAID and SG 2000 provided partial funding support for the preparation of the action plan and the stake-
holders’ workshop. Logistic and administrative support provided by SG 2000/Tanzaniaand MAFSis gratefully
acknowledged.t

1The views and interpretations expressed in this document are those of the Action Plan team and should not be attributed to
the funding or sponsoring agencies.
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An Action Plan for Developing Agricultural
Input Markets in Tanzania

Executive Summary

|. Introduction

Tanzaniaisanaturally rich country, but therealization of itsrich potential isprogressing slowly. Asaresult the
incidence of poverty and hunger ishigh, food production has not been keeping pace with population growth, and
nutrient depletion isexcessive (morethan 60 kg/ha). Several factors may have contributed to these trends, but the
declining fertilizer use and limited use of other modern inputs seem to have played akey role.

In confronting the twin challenges of food security and environmental protection, accelerated growthin the
agricultural sector isessential and such accel eration cannot occur without adequate and timely supply of modern
agricultural inputs (improved seed, fertilizers, and CPPs) at cost-effective prices to farmersin rural areas. In
spite of market liberalization and private sector participation, farmers continue to face difficulty in accessing
quality inputs at reasonabl e prices. To identify the factorsresponsiblefor inefficient input supply systems, IFDC,
in collaboration with MAFS and SG 2000, conducted an assessment of agricultural input markets (AIMs) in
Tanzaniawith afocus on the following objectives:

» Assess the functioning and performance of AIMs—seed, fertilizer, and CPPs.

* ldentify the constraints affecting the performance of AIMs, with a special focus on policy, human capital,
finance, market information, and regulatory systems.

 Evaluate the potential of the private sector in supplying inputs.

* Suggest actionable measures to improve the functioning and performance of AIMs.

This activity is a part of the six country assessments that IFDC has conducted in collaboration with other
institutions. Other countries include Ghanaand Nigeriain West Africa, Malawi and Zambiain Southern Africa,
and Uganda in Eastern Africa. USAID/Washington provided the seed money; whereas, other donors provided
country-specific partial support for these assessments. These assessments have led to market development
projectsin Ghana, Nigeria, Uganda, and Malawi; project preparation work isunderway for Zambiaand Tanzania.

I1. An Assessment of AIMs in Tanzania

In spite of market liberalization and private sector participation, AIMs remain underdeveloped and frag-
mented in Tanzania. As aresult, farmers face high prices, limited accessibility, and poor quality products. It is
easier to find “Coca-Cola’ than seed and fertilizersin rural areas. The constraints affecting the performance of
AlMsaredivided into three broad groups, namely, macropolicy, market development, and technical .

Macropolicy Constraints

Macropolicy constraintsinclude exchange rate depreciation, highinterest rate, and poor rural infrastructures.
The depreciating exchange rate of the 1990s created risk and uncertainty for suppliers and high prices for
farmersand thereby discouraged devel opment of well-functioning markets. Thissituation also led to high interest
rates, which made input business development costly and risky. Poor conditions of rural infrastructure increase
transaction cost and reduce incentive for suppliers to reach out to rural areas.

Xi



Market Development Constraints

Market development constraints relate to policy, human capital, access to finance and market information,
and regulatory frameworks. An assessment of these factors revealed that the policy environment is non-condu-
cive, human capital is inadequate, access to finance and market information is limited, and enforcement of
regulationisineffective, aselaborated below. Thesefive constraintsrefer to thefive pillars of market development.

Non-Conducive Policy Environment—The policy environment confronting the private sector remains
non-conducive. Actions by both government and donors (including NGOs) send wrong signals. First, thereisa
“mindset” problem. Some policymakers do not havefaith in the efficacy of the private sector and, therefore, call
for areturn to distribution of subsidized inputs. Such an announcement during the 2003/04 season created uncer-
tainty in the market and forced traders to postpone their imports and supply of inputsin rural areas. Second, the
delay inthe auction of KR 11 fertilizers and sale of inputs at bel ow the market price by NGOs disrupt the sale of
inputs by small deal ers. Although the government and donor interventions are well-intentioned, they create distor-
tionsin the marketplace and thereby prevent the realization of the full potential of the private sector.

Inadequate Human Capital—There is a paucity of dealersin rural areas. Most wholesalers and dealers
are concentrated in cities and big towns. The four Ps of marketing (price, product, place, and promotion) imply
that the product should be sold closer to the farmer. However, in Tanzaniafarmers must travel 20-30 kilometers
to buy inputs. The unavailability of inputs near the farmgate creates disincentives for farmers. Furthermore,
technical and businesstraining of tradersinvolved in theinput businessislimited. To be asuccessful entrepreneur,
the dealer must have sound knowledge of different aspects of products and business acumen. Technical knowl-
edge of extension workersand quality control inspectorsisalso limited. Thus, both quality and quantity of human
resources involved in the input business are inadequate.

Limited Accessto Finance—Due to high interest rates and stringent collateral requirements, it is not easy
to borrow fundsfrom commercia banksto devel op input business. Although the Government of Tanzania(GOT)
has created an Input Trust Fund to help small input deal ers, the Fund’s outreach has been limited. Consequently,
most small dealers continue to depend on their own limited funds and incur high transaction costs because they
cannot buy large quantities. Their frequent trips to the town to get inputs increase transaction costs and reduce
the scale of their business. One dealer in Kigomatravelstwice aweek to the town to get 5-10 bags of fertilizers.
Another has to travel frequently to Dar es Salaam to purchase a few tons? of fertilizers. If these dealers had
access to finance, they could easily purchase large quantitiesin onetrip (rather than making several trips), save
on transportation charges, and thereby sell inputs at alower price.

I nsufficient Mar ket I nfor mation—Well-functioning markets require that the actorsinvolved in the market
arefully informed about prices, quantities, stocks, and transactionsin various market segments. Although MAFS
collectsinformation about prices and input use, due to funding constraints, coverageisinadequate and dissemina-
tionislimited. Many dealersand farmersare not fully informed about prices and quantitiesin various parts of the
country. The lack of market information prevents farmers and dealers from procuring inputs from the cheapest
source and thereby forces them to pay higher prices.

I neffective Enfor cement of Regulations—Regulations on quality control and truth-in-labeling for seed,
fertilizer, and CPPs are inadequate and not effectively enforced; as a result, farmers resort to using outdated
CPPs and poor quality seeds. Enforcement of regulation at retail (point of sale) is weak, partly due to limited
human and financial capital with regulatory agencies.

2A|l tons are metric tons.
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Technical Constraints

Technical constraints encompassinadequate research and extension support, limited work on soil testing for
devel oping sound fertilizer recommendations, and insufficient knowledge with farmers and deal ers about proper
use and sale of modern inputs.

I1l. Potential of the Private Sector

Given the mindset problem and ageneral distrust of the private sector, the team paid specia attention to the
potential of the private sector to supply inputs and concluded that the potential of the private sector is* good
but constrained.” There are many importers and retailers who could be strengthened to create well-functioning
input markets. However, macropolicy, market development, and technical constraints mentioned earlier have
constrained the private sector to realize itsfull potential. Unless a“proactive” approach isfollowed to build the
capacity of the private sector and to create an enabling environment, the private sector may not realize its full
potential and Tanzaniamay not devel op well-functioning input markets.

IV. Measures Needed to Srengthen the Functioning and
Performance of AIMs in Tanzania

Macropolicy and market development measures needed to strengthen the functioning and performance of
AlMsin Tanzania are summarized in Matrix A. Measures related to market development are divided into two
broad groups:

» The Five Pillars of Market Development.
 Other Supporting Measures.

These measures are based on the concept of “shifting the supply curve to the right” (SCCR). A shift in the
supply curve (of inputs) to the right increases supply of inputsto farmersat alower price by reducing transaction
costs.

The Five Pillars of Market Development

WEell-functioning markets need an enabling policy environment, adequate human capital, improved accessto
finance, market transparency, and effective enforcement of regulatory frameworks. The following actions are
proposed in each area.

Palicy Environment—An enabling policy environment should be created. Policymakers and donors should
refrain from sending the“wrong signal” and creating distortionsin the market, have confidencein the potential of
the private sector, and devote resourcesto strengthen its capacity to perform efficiently in acompetitive environ-
ment. If socially desirable interventions are needed, they should be implemented in a market-friendly manner.
Rather than distributing inputs, the concerned entity should distribute “ purchasing power,” so that one can “kill
two birdswith one stone,” namely, market development and poverty alleviation.

Human Capital—Thelack of independent dealersin rural areasisthe single most critical constraint depriv-
ing farmersof obtaining quality inputson time and at cost-effective prices. Human capital should be devel oped by
focusing efforts on both quantity and quality of input dealers. Through training and technical assistance, alarge
cadre of independent dealers should be created. These dealers should be trained in both technical and business
skillsand linked to commercia banksand wholesalersfor procuring inputsfor farmersin thevillage. Training and
technical assistance should also be provided to wholesalers and importers so that they can develop business
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linkages with global and regional partners. An association of input dealers called Tanzania Agri-input Dealers
Association (TADA) should be created to help small dealersin acquiring marketing skills and information.

Access to Finance—Finance is the lifeblood of business development. Although commercial banks are
endowed with liquid funds, they are risk-averse and afraid to lend to small agri-business entrepreneurs. To
improve accessto finance by importers and deal ers and to encourage commercial and devel opment banksto lend
funds for agri-input import and business devel opment, two risk-sharing funds should be established: Agri-input
Import Development Fund (AIDF) and Agri-input Business Development Fund (ABDF). Under each fund,
interested importers or dealers will be required to contribute 30% of the required capital; whereas, commercial
bankswill provide the remaining 70% funds, but 30% of this 70% will be “guaranteed” by the AIDF or ABDF.
These funds will be managed by reputable banks in the country but allow the commercia banks to venture into
advancing fundsto input deal ers. Warehouse collateral in inputs should a so be encouraged.

Market Intelligence and Transparency—To promote competition and improve efficiency, MAFS's ca-
pabilities in market information and dissemination should be strengthened by creating and operating a Market
Intelligence and Transparency System (MITS). Under this system, not only will the information about pricesand
available quantities be collected and disseminated but also this will serve as atool for MAFS to monitor the
situation in every district so that any shortage or price hike can be corrected. Also, MAFS could monitor the
arrival of importsto avert potential shortages.

Enforcement of Regulation—Ensuring quality inputs to farmersis a public sector responsibility in afree
market situation. Not only does capacity for enforcing regulation dealing with seed and CPPs need strengthening
at the point of sale but also fertilizer legislation needsto be drafted and enacted and then capacity should be built
to enforceit.

Other Supporting Conditions

In addition to strengthening the five pillars of market devel opment, additional work is needed on the support-
ing conditions dealing with technology transfer, integration of multi-country markets, infrastructure and output
market devel opment, and market-friendly safety netsfor hunger and poverty alleviation.

Technology Transfer—Although strengthening input supply is essential, helping farmersto useinputs effi-
ciently is also critical. To improve the farmers' knowledge base, research and extension must be strengthened
and soil testing should be conducted to improve fertilizer recommendations, especially for grain-legumerota-
tions. To help poor farmers financially, grain-legume rotations should be encouraged because such rotations
reduce nitrogen requirements for grain crops and give farmers a source of cash income (groundnuts, beans, and
peas). Capacity for breeder and foundation seed production needs strengthening.

Integration of Multi-Country M ar kets—Tanzania has borders with several countries, and withits portin
Dar es Salaam, it isaglobal gateway to variouslandlocked countries. Such aprivileged position should be used
to generate economies of scale in procurement of inputs, especialy fertilizers, by devel oping cross-border trade.
For example, awholesaler in Mbeyashould planto sell fertilizersnot only in Mbeyabut alsoin Kasamain Zambia
(on TAZARA route) and Karonga in Malawi. Such regional integration of markets could create a win-win
situation for all—economies of scale in procurement and reduced prices for farmers. Such cross-border trade
synergies should also be harnessed in other border areas.

Improved Infrastructure—Although roads in rural areas need to be improved, improvement in railway
wagon capacity is urgently needed to reduce transportation costs for Southern Highland districts. The supply of
cover ed wagons should be increased so that fertilizers can be shipped in bulk from the port to the consuming
areas without hiring a security guard to protect fertilizer bags in open wagons. Also, existing storage capacity
should be used to store inputs for areas far away from Dar es Salaam.
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Output Market Development—The demand for inputs is a derived demand; therefore, output, especially
grain, markets should be devel oped by promoting storage, grading, standards, market information, and warehouse
collaterals.

Market-Friendly Safety Nets—Although resources should be devoted to make input markets function
more efficiently and effectively, the needs of the resource-poor farmers who would remain excluded even from
well-functioning AIMs should be addressed. For such people, the GOT should design market-friendly safety nets
and empower the farmers to participate in the market process.

V. Ingtitutional Arrangements

Holistic Approach—As various measures are implemented, proper sequencing and phasing should be
observed. However, to realize synergy inimplementation, thefive pillars of market development should beimple-
mented in aholistic manner through public-private partnerships.

Linkages—The action plan has linkages with several on-going or proposed programs such as PADEP,
Agricultural Sector Development Program (ASDP), and other donor programs. Improved input supply will also
support producer organizations proposed by USAID/Tanzaniafor various commodity groups. The ASDP Secre-
tariat should takethelead inliaising with action plan implementation.

Commitment—Theimplementation of the action plan requires strong commitment by both GOT and donors.

Resour ce Requirements—The implementation of the action plan will require $11.3 million in operating
costs, $3 million (inlocal currency) for ABDF and $15 million for Agricultural Input Import Fund (AllF) in capital
funds over a 5-year period.

VI. Conclusion

» Thedevelopment of input marketsisthe beginning, not the end. Well-functioning AIMswill lay the foundation
for aproductive and prosperous agriculture in Tanzania.
 With strong government commitment and long-term donor support, well-functioning AIM S can be established.
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An Action Plan for Developing Agricultural Input
Marketsin Tanzania

|. Introduction

Tanzaniaisanaturaly rich but economically low-
income country with a per capita income of $277 in
contrast to sub-Saharan Africa's $450/person. The in-
cidence of poverty and hunger ishigh. The PRSP (Pov-
erty Reduction Strategy Paper) estimated that 48% of
the Tanzanian population lived below the poverty line
(earning less than $0.65/day) in 2000. In rural areas
the incidence of poverty was more than 57%, and in
some districts it exceeded 75%. Likewise, incidence
of hunger and malnutrition was more than 40%, with
an average daily calorie intake of less than 2,000 calo-
ries/person. Because most of the poor and malnour-
ished peopleliveinrural areaswhere agricultureisthe
main source of livelihood, accelerated growth in agri-
cultural output isessential to reduce poverty and elimi-
nate hunger and malnutrition.

The agricultural sector is adominant sector of the
Tanzanian economy. It accounts for 45% of the gross

domestic product (GDP), more than 80% of rural em-
ployment, and 60% of export earnings. Food crops
dominate crop production in Tanzania, accounting for
more than 55% of agricultural production. The main
food crops are cereals, especially maize, followed by
rice, sorghum, and millet. Among cash crops, cotton,
coffee, tobacco, tea, and cashews are important.

The Government of Tanzania (GOT) has imple-
mented bold initiatives in liberalizing agricultural in-
put and output markets. There are no price controls,
subsidies, or state regulation of marketing activities.
Nevertheless, food production is not keeping pace with
population growth. Cereal production has shown little
growth since the mid-1990s. From 1997 to 2002, the
annual average cereal production was 4 million tons.
Similarly, cereal yields have been stagnant at an aver-
age of 1.3 tong/hain the 1990s and per capita cereal
production has been decreasing (Figure 1).
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Figure 1. Cereal Production Per Capita, Tanzania, 1980-2002



One reason for the stagnation in agricultural pro-
duction and productivity is that the adoption of seed-
fertilizer technologies has followed a downward trend
since the early 1990s and has remained at low levels.
Fertilizer use decreased from more than 147,000 prod-
uct tons (51,200 nutrient tons) in the early 1990s to
approximately 60,000-63,000 product tons (20,000-
22,000 nutrient tons) during the 1999-2001 period (Fig-
ure 2). The use of high-yielding variety (HYV) maize
seed (open pollinated and hybrids) decreased from more
than 6,000 tons in the mid-1980s to less than 1,000
tonsin 1996/97. The decrease in fertilizer use was par-
ticularly significant in thefood crop sector. Intheearly
1990s, food crops accounted for 70% of fertilizer use
and tobacco for 10%. In 1998/99, the share of food
cropsdropped to 32% whereasthat of tobacco increased
to 50%. The decrease in fertilizer use on food cropsis
alarming because Tanzania has to feed more than 32
million people now and approximately 54 million in
2020. The U.S. Department of Agriculture (USDA)

Food Security Assessment estimated a food gap of 1
million tons of cereal-equivaent in 2001. Moreover,
the low fertilizer use (less than 10 kg of nutrients per
hectare) has contributed to nutrient mining. It was esti-
mated by |FDC that nutrient depletion exceeded more
than 60 kg/ha during the mid-1990s (Map 1).

Severa factors may have contributed to the low
use of modern inputs, but high prices and poor accessi-
bility are critical factors. Inadequate research and ex-
tension support for technology transfer have also con-
tributed to this poor state of affairs. Like many African
countries, Tanzania's policy reform was top-down and
failed to create the necessary human and institutional
capacity for market development. Asaresult, an orga-
ni zational vacuum devel oped. Although old parastatals
were closed, new efficient input supply enterprisesdid
not quickly replace them. The GOT’sASDS (Agricul-
tural Sector Development Strategy) paper noted in
October 2001: “The private sector is dtill relatively
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Source: Henao and Baanante (1999).

Map 1. Average Annual Rates of Nutrient (NPK) Depletion in Africa (Years

1993-95)

undevel oped and many of those currently involved in
agribusiness lack entrepreneurial skills, information,
and capital to expand their agribusiness.” It further
noted that “a common complaint is that, with the col-
lapse of cooperative societies, it is difficult to obtain
agricultural inputsin rural areas...”

The GOT and itsdevel opmental partners have rec-
ognized the need to promote agricultural development
to improvethe “quality of life.” USAID/Tanzaniaalso
plansto devote more resourcestoward increasing rural

incomes by emphasizing agricultural productivity,
agribusiness competitiveness, market friendly policies,
producers’ organizations, and expanded trade and mar-
ket linkages. While accelerated growth in agricultural
output isessential to reduce poverty and eliminate hun-
ger and malnutrition, such growth cannot be achieved
unless farmers have access to modern technologies
embodied in improved seeds, minera fertilizers, and
other related practices. Certainly, farmers cannot ac-
cess these inputs in an affordable way without well-
functioning input marketsin rural areas.



Background

This action plan is a part of the series of activities
undertaken by IFDC for promoting well-functioning
input marketsin Africa. In 1998/99, with funding sup-
port from USAID/Africa Bureau, IFDC (in collabora-
tion with other ingtitutions) prepared A Srategic Frame-
work for African Agricultural Input Supply System
Development. Since the framework was generic in na-
ture, it was decided to prepare country specific action
plans to test the validity of the framework. Conse-
guently, six countries were sel ected—two each in East
Africa(Ugandaand Tanzania), West Africa(Ghanaand
Nigeria), and Southern Africa (Maawi and Zambia).
The countries were selected to provide regional diver-
sity and representation in developing the measures
needed to strengthen the functioning of agricultural
input markets (AIMs) in Africa. It was also necessary
to lay foundations for integrating regional markets
through cross-border trade in inputs so that the econo-
mies of scale could be realized in input procurement
and production (Map 2). Action planshave aready been
completed for Malawi, Uganda, Ghana, and Nigeria

and the follow-up projects are being executed in each
country. The Zambia action plan has been finalized
following the stakeholders’ workshop in April 2004.

These action plans focused on the functioning and
performance of AIMs—seed, fertilizer, and crop pro-
tection products (CPPs), constraints affecting the pri-
vate sector participation in these markets, and the mea-
sures needed to make them more effective and efficient.
Action plansrecommend a holistic approach to market
development. Suggested measures deal with policy
environment, human capital development, access to
finance and information, enforcement of regulatory
systems, and technology transfer activities. Public-pri-
vate partnerships are encouraged inimplementing vari-
ous measures. Of course, specific recommendations
differ from country to country, but the Ministry of Ag-
riculturein each country ownsthe action plan and uses
it to generate project funding for market development.

USAID/Washington has provided the seed money
for all action plans. Other donors who have contrib-
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uted to the preparation of action plans include the Eu-
ropean Union (EU), the Department for International
Development (DFID), The World Bank, the Director-
ate General for Development Cooperation (DGIS),
Sasakawa-Global 2000 (SG 2000) and national USAID
offices. While differing from one country to the other,
collaborating institutions involved in the preparation
of action plansincluded International Ingtitutefor Tropi-
cal Agriculture (I11'TA), West African Rice Development
Association (WARDA), Development Alternatives,
Incorporated (DAI), Masdar Technology Limited
(MTL), SG 2000, and the national ministries of
agriculture.

Agricultural Policy—Recent Developments and
New Initiatives

To further the gainsin economic growth made un-
der the economic recovery programs of the 1980s, the
GOT has adopted the Tanzania Development Vision
2025 (TDV 2025). The primary objective isto reduce
poverty significantly by 2025 through ensuring basic
food security, improving income levels, and expand-
ing export earnings. The Poverty Reduction Strategy
Paper (PRSP) 2000 provides the framework for the
TDV. The PRSPidentifies agricultural development as
critical to poverty reduction dueto its substantial con-
tribution to GDP, the high incidence of rural poverty,
and the fact that it is the main source of incomefor the
majority of the rural population. The poverty reduc-
tion strategies will be implemented through the Rural
Development Strategy (RDS), the ASDS, and other
development programs. The RDS has the overal ob-
jective of reducing poverty through multisectoral in-
terventionsand local government reforms. The comple-
mentary ASDS is the blueprint guiding the
government’s efforts to address the problems in the
agricultural sector and move toward agricultural trans-
formation. It seeks to complement the ongoing eco-
nomic reformswith a sector-specific action to enhance
their impact on farm incomes and poverty reductionin
rural areas. The Agricultural Sector Development Pro-
gram (ASDP) includes many instruments for
operationalizing ASDS.

Tanzania's agricultural transformation cannot oc-
cur without increased use of modern productivity-en-
hancing inputs (fertilizers, improved seed, and CPPs)
and better management practices. Thisapproachisem-
bodied in the ASDS. However, since improved tech-

nologiesare yet to be adopted by the mgjority of small-
holder farmers in Tanzania, the ASDS will “focus on
improving the dissemination of viablefarm production
technol ogiesto smallholder farmersand livestock keep-
ers as amatter of priority. Improving agricultural pro-
ductivity and commercializing farm production among
smallholder farmersisthe linchpin of the ASDS.” Ac-
cordingly, the priority areasfor the ASDS with respect
to agricultural inputs are:

 Strengthening the institutional framework for man-
aging agricultural development, particularly defin-
ing public and private sector roles.

 Creating afavorable environment to increase private
sector participation in agricultural development.

« Clarifying public and privaterolesinimproving sup-
port services.

e Improving the marketing of inputs and outputs to
enhance net farm returns in the short-run and com-
mercialize agriculture in the long run.

The Participatory Agricultural Development and
Empowerment Program (PADEP) is one of the instru-
ments used by the ASDPfor theimplementation of the
ASDS by supporting agricultural development and ca-
pacity building. It will be gradually implemented in 28
districts and targets smallholder householdsin 840 vil-
lages. The project hastwo main components: the Com-
munity Agricultural Devel opment Subprojects (CADS)
component and the Capacity Building and I nstitutional
Strengthening (CBI'S) component. The CADS compo-
nent consists of Community Investment Subprojects
(CIS) and Farmer Group Investment Subprojects
(FGIS) whereby communitiesand farmers’ groupswill
have the primary responsibility for implementing par-
ticipatory investment activities supported by the project.
The activities include identification and planning of
subprojects, implementation of technical recommen-
dations, local procurement of inputs, contracting of
service providers, and monitoring and eval uation. Pos-
sible subprojects include agricultural investments and
technol ogies and input-output marketing. To reduce the
risksinvolved in adopting the new improved technol o-
gies needed to implement the subprojects, purchases
of goods and services by communities and farmers
groups will be complemented by direct transfers of fi-
nancial resourcesto them from the project on amatch-
ing-grant basis. For CIS, beneficiaries will contribute
at least 20% of thetotal subproject costsand the project



will contribute the difference. For FGIS, at the begin-
ning of each season participating farmers will be re-
quired to deposit at least 50% of the cost of consum-
able inputs (seeds, fertilizers, and CPPs) to be
purchased. The project will contribute the remainder
in cash per household. For innovations benefiting the
whole group or the village, the project will contribute
80% of the cost of technological innovations other than
agricultural inputs per village. The requirement of a
prior deposit by farmers before they receive the match-
ing grant from the project isaimed at encouraging farm-
ersto savein order to purchase inputs for the next sea-
son. This will aso build relationships with financial
institutions and input dealers. For both the CIS and
FGIS, the project will contribute 100% of the cost of
technical assistance and training up to a predetermined
level. The project contributions per household/village
will aso beupto apredetermined maximum level. The
CBIS component will focus on capacity building at all
levels—local, district, and national—on issues rel ated
to policy and regulatory frameworks, project prepara-
tion, management and implementation, and funding of
additional analytical work to underpin ongoing reforms.
Specifically, the project will support further develop-
ment and updating of the agricultural sector monitor-
ing and eval uation system and improvement of itsMIS.
The project will also support the training for the pri-
vate sector devel opment and theimplementation of the
Seed Act (1973) and the Plant Breeders Rights Act
(2002), which provides the regulatory framework for
the seed industry including the establishment of a Seed
Executive Agency.

During the first year of itsimplementation (2003/
04), PADEP selected eight districts, namely Arusha,
Arumeru, Singida, Hai, Masasi, Nachingwea, Iringa,
and Morogoro, and the process of farmers’ group for-
mation and local project selection started. In two dis-
tricts, Hai and Morogoro, the matching grant of 50%
for input purchaseswasimplemented. In other districts,
formation of groupsis moving slowly, but training ac-
tivitiesfor district officers and other stakeholders have
been initiated. Due to unexpected increases in fertil-
izer prices, farmersin both Hai and Morogoro districts
have underestimated resources needed for input
purchases.

Role of Agricultural Input Marketsin Promoting
Agricultural Development

The GOT recognizes that it can no longer rely on
extensive agriculture asthe main source of agricultural

growth necessary to meet the goals of poverty reduc-
tion, food security, and increasing farm incomes. In-
stead, greater adoption of modern agricultural input
technol ogies via efficient markets supported by appro-
priate government policies and facilitating institutions
must be the cornerstone of the strategy to achievethese
goals. Well-functioning input marketslead to thetimely
availability and the affordability of appropriate and
quality inputs. In addition, they increase the farmers
choice of products, and eventually lead to improve-
mentsinfarmers knowledge and use of inputs astrad-
ers develop their clientele.

In the past, state-owned enterprises in Tanzania
directly imported, distributed, and set prices for agri-
cultural inputs. To the degree that private firms partici-
pated in input supply, their activities were controlled
or the firms were limited to specific segments of the
input market. The economic reform programs of the
1980s and 1990s have resulted in the liberalization of
agricultural input markets. However, anumber of con-
straints continue to hamper the performance of the pri-
vate sector and as a result, high prices and non-avail-
ability of inputsin rural areas continueto be aconcern.

Nature, Scope, and Objectives of the Action Plan

Guided by the need for improving the supply of
inputs for smallholdersin rural areas, the Ministry of
Agriculture and Food Security (MAFS) invited IFDC
and SG 2000 to conduct an assessment of input supply
systems in the country and prepare an action plan for
developing well-functioning input markets in Tanza-
niawith afocus on the following themes:

» Assess the functioning and performance of input
markets—seed, fertilizer, and CPPs.

* ldentify the constraints affecting the performance of
input markets with a special focus on policy, human
capital, finance, market information, and regulatory
frameworks.

» Assess the potential of the private sector in supply-
ing inputsin areliable and cost-effective manner.
 Suggest policy-related and other measuresto alevi-
ate constraints and make input use and supply more

effective and farmer friendly.

* Prepare an action plan incorporating the suggested
measures to strengthen the functioning of input
markets.

The assessment team visited Tanzania during Oc-
tober 27-November 19, 2003, and interacted with over



200 stakeholders from all domains—policymakers,
donors, non-governmental organizations (NGOS), pri-
vate sector, farmers, bankers, and others. In addition to
interacting with stakeholdersin Dar es Salaam, theteam
traveled to several regions including Arusha,
Kilimanjaro, Kigoma, Tabora, Morogoro, Iringa, and
Mbeya. The team also participated in a 1-day work-
shop on Enhancement of Agricultural Development for
Sustainable Food Security and Poverty Reduction in
Tanzaniaorganized by the MAFS on October 28, 2003.
Interactionswith policymakers at thisworkshop hel ped
the team to focus on critical issues.

During thefield visits, few stakeholdersincluding
importers complained about input demand, especially
fertilizer demand. Many opined that adequate and
timely supply of fertilizersis a constraint to meet ex-
isting effective demand of 120,000 to 180,000 tons.
With the exception of tea and tobacco growers who
use specialized NPK products, most farmers use stan-
dard productslikeurea, AS, CAN, DAP, and TSP. Nev-
ertheless, during the last 10 years, the supply of these
products (traded globally) never exceeded the demand
at a given time in the season. In terms of marketing
terminology, the fertilizer market was never saturated.
Guided by this and other observations, the team paid
special attention to theissuesrelated to input supply in
preparing this action plan. The team’s initial impres-
sions were discussed at adebriefing at MAFSand at a
meeting at USAID/Tanzania on November 17, 2003.
The draft action plan was prepared during December
2003-March 2004

OnAugust 26, 2004, the MAFS organized astake-
holders workshop to validate the draft action plan (An-
nex 1). The workshop was attended by over 100 stake-
holders from both public and private sectors, NGOs,
and the donor community. After the opening session,
stakeholders were grouped into three working groups
(Seed, Fertilizer, and CPPs) to review the recommen-
dations included in the action plan. With minor modi-
fications, the workshop participants approved the ac-
tion plan. Comments received at the workshop are
reflected here.

Themain goal of theaction planisto develop a set
of measures that will make AIMs function effectively
and efficiently so that farmers have easy accessto in-
puts and pay lower prices. The emphasisislaid on the
policy environment, human capital, access to finance

and market information, and enforcement of regula-
tory systems. Issues related to technology transfer,
safety nets, and output market development are also
analyzed.

Outline of the Report

The next section provides an assessment of the
functioning and performance of AIMsin Tanzaniawith
afocus on constraints related to macropolicy, market
development, and technology transfer that affect the
performance of seed, fertilizer, and CPP markets. Sec-
tion 111 deals with the potential of the private sector in
supplying inputs efficiently and effectively. Measures
needed to strengthen the functioning of AIMsare elabo-
rated in Section IV and the institutional arrangements
necessary to implement the action plan are covered in
the last section.

Il. An Assessment of
Agricultural Input Markets®

Tanzania has made substantial progressin liberal-
izing and deregulating its agricultural input markets
(AIMs). The role of crop marketing boards and other
state-owned entities in the marketing and distribution
of seed, fertilizers, and CPPs has been eliminated or
curtailed. It was anticipated that these policy reforms
would encourage the development of agricultural in-
put markets and increase agricultural intensification
particularly among smallholder farmers growing food
crops. Although there has been a marked increase in
the number of private firmsinvolved in the marketing
of agricultural inputs, these emerging input markets
remain underdevel oped and fragmented and access to
inputs is a challenge for smallholder farmers.

Constraints Affecting the Perfor mance of
Agricultural Input Markets

Constraints affecting the performance of AIMs
could be divided into three broad groups:

1. Macropolicy.
2. Market Development.
3. Technical.

SAnnexes|l, 111, and 1V include the assessment of the fertil-
izer, seed, and CPP markets, respectively.



Macropolicy Constraints

Macropolicy constraints affecting the performance
of AIMsin Tanzaniaare the depreciating exchangerate,
high interest rate, and poor conditions of rural infra-
structures. Tanzania's exchange rate changed from
Tsh 195/US $in 1990 to over Tsh 1,050/US $in 2003.
Because Tanzania depends on imported fertilizers and
CPPs, the depreciating exchange rate directly affects
thelocal pricesof fertilizersand CPPs. Asaresult, fer-
tilizer (urea) pricesincreased from Tsh 595/bagin 1990
to over Tsh 14,500/bag in 2003. Depreciating exchange
rate creates risk and uncertainty for input import busi-
ness development and adversely affects the use of in-
puts on non-traded crops. It also creates inflationary
pressures and high interest rates. During the last few
years, Tanzania has managed its monetary and fiscal
accounts better and decreased inflation to 4%/year in
2003. However, interest rates are still highin therange
of 12% to 18%, especially for rura financing. Such
high interest rates are detrimental to input business
development. Generally, main highways and inter-city
roads are well maintained in Tanzania, although the
main roads linking Tabora to Kigoma and Kigoma to
the Burundi border arein poor condition. Feeder roads
linking main citiesto rural villagesare not in good con-
dition and add to transportation costs and make inputs
costly. Improvement inrural road networksis essential
to promote social and agricultural development and
reduce transaction costs. Only through well-maintained
roads could the isolation of rura areas be eliminated.
In this context, the work done by the USAID-funded
Rural Road Project (1998-2003) on building gravel
roads in the Big Four regions (Iringa, Mbeya, Rukwa,
and Ruvuma) isnoteworthy. Under thisprogram, 1,175
km have been built in 18 districts at an average cost of
Tsh 8.4 million. These road networks seem to have
helped in linking rural communities to towns and mar-
ket centers and have generated significant benefits for
the community in terms of increased production and
incomes. However, in other parts of the country, espe-
cially western Tanzania, rural roads are in very poor
condition.

Market Development Constraints

WEell-functioning markets need an enabling policy
environment, adequate human capital (embodied in
marketing, financial, and technical skills), easy access
to finance and market information, and effective en-
forcement of regulatory systems. In contrast, policy
environment isuncertain, human capital isinadequate,

access to finance and market information is limited,
and the enforcement of regulationsisineffective. Asa
result, input markets are constrained and
underdevel oped.

Uncertain Policy Environment—Through liber-
alization and privatization efforts, Tanzania has re-
moved price and marketing controls and the private
sector has made significant inroads. Private sector deal -
ersareinvolved in the marketing of all CPPs and most
of the fertilizers and improved seeds. However, there
isalingering fear in some quarters of the government
and the parliament (bunge) that the private sector is
not capable of supplyinginputsin acost effective man-
ner. Following the 1998 bad weather resulting from El
Nifio, some members of the parliament demanded that
the old system of fertilizer subsidies and public sector
distribution be restored. The GOT wisely avoided the
temptation of derailing from the course of market re-
forms. Again in 2002/03, when Tanzania was hit by
poor rainfall and low crop production, some members
of the bunge requested that the government take charge
of distributing fertilizersat asubsidized price. The Tan-
zaniaFertilizer Company (TFC) wasrequested to shoul-
der thisresponsibility. Realizing that adequate resources
were not available for distributing fertilizers all over
the country, the GOT announced that subsidized fertil-
izerswill be available to the Big Four regions (Iringa,
Mbeya, Rukwa, and Ruvuma) of the Southern High-
lands (the breadbasket of Tanzania). Such an announce-
ment in October/November created uncertainty in the
marketplace at both the farmer and the dealer levels.
Realizing that the government would supply fertilizers
at a subsidy, farmers justifiably refused to purchase
fertilizersat the market price and waited for subsidized
inputsto be delivered. Asfarmers postponed their pur-
chases, deders were left with excess inventory and
abstained from purchasing additional stocks. This sent
asignal to the wholesalers and importers that the mar-
ket demand for fertilizer was curtailed. Such a mes-
sage impacted imports and the future supply of fertil-
izers in the country. In the end, an arrangement was
made to pay transportation charges to contracted dis-
tributors for supplying fertilizers in these provinces.
However, this arrangement came too late to minimize
the impact of uncertainty on the market planning and
the country faced urea shortages in February/March
2004 (the end of the application season in the majority
of the regions in the country). This experience clearly
demonstrates that there is a mindset problem in the



country. It is critical that Tanzania develops competi-
tive and sustainable input supply systems enabling
farmers to get quality inputs on time at cost effective
prices. To make this happen, the policymakers should
refrain from sending wrong signals, have confidence
in the potential of the private sector, and devote re-
sourcesto strengthenits capacity to perform efficiently
in acompetitive environment. The measures needed to
strengthen private sector capacity are elaborated in
Section IV of this report. Efforts are also needed to
raise the awareness of policymakers and administra-
torsabout the functioning of marketsand therolesthey
can play in making it function better. It isessential that
policymakers be informed and trained about various
stages of market development and functioning so that
they have abetter understanding of the market process
and help in designing and implementing proper poli-
cies and programs for market devel opment.

Direct involvement of the government in the man-
agement of KR Il grant fertilizers (14,000 tons of
TSP, AS, Urea, CAN, and DAP) and the production of
foundation seed has had an unintended impact on the
market. A small proportion of Tanzania's fertilizer re-
guirement is supplied through KR 11 grants. Since KR
Il fertilizers are subsidized, they should be integrated
with commercial imports in such a way that they do
not disrupt the market. Inthe past, KR 11 fertilizerswere
auctioned through apublic tendering system. However,
last year this system somehow broke down for two rea-
sons. KR 11 fertilizers arrived late, near the end of the
cropping season, and could not be auctioned until May
2003. These developments created uncertainty in the
marketplace and delayed the planning of imports by
dealers. These delays created a shortage of fertilizers
and contributed to increased prices, which created a
panic in the government circles and fueled the mindset
problem mentioned earlier.

Likewise, the production of foundation seed at the
state-owned Foundation Seed Farms (FSFs) is prob-
lematic for two reasons: First, due to the lack of fund-
ing, the FSFs have not been ableto supply quality seed
on time. Second, its presence in the seed production
discourages the production of foundation seed by the
private sector. The involvement of NGOs in seed pro-
duction and input distribution also creates distortions
in the marketplace by making the playing field
unleveled. Moreover, to keep certified seed prices af-

fordable for farmers, the MAFS has been controlling
the prices of breeder seed through ministerial direc-
tives. Thus, the private sector remains constrained to
realize its full potential due to these policy-related
interventions.

Inadequate Human Capital—A developed input
marketing system is served by an extensive dealer net-
work into therural interior that makes inputs available
to farmers at affordable prices and in atimely manner.
There are over 500 input dealersin Tanzaniaselling all
typesof agricultural inputs. Although thisiscommend-
able, it isstill asmall number for a country the size of
Tanzania. For example, in Kenyathere are over 5,000
dealers. Moreover, these dealers are concentrated in
the district and regional capitalsalong the main tarmac
thoroughfares. Therefore, there is a scarcity of dealers
intherural interior near smallholder farms. Asaresult,
farmers have to travel 30-50 km to purchase fertilizer,
seeds, and CPPs. Thisraisesthe cost of inputsto farm-
ers, either limiting the quantities they can afford to
purchase or rendering them unable to purchase any in-
puts at al.

There have been limited efforts by the public sec-
tor or private organizations in Tanzaniato provide in-
put deal ers with the necessary business skillsand prod-
uct knowledge to conduct the input business in a
profitable and responsible manner. Importers have no
incentive to train input dealers because once they do,
the knowledge imparted becomes a “public good.”
There is no guarantee that the input dealer will work
for the importer and use the knowledge acquired for
the importer’s benefit. Government institutions such
as TOSCA and TPRI have made some efforts to pro-
vide dealers with technical knowledge, but they are
constrained by inadequate funds and personnel. The
MAFS has also started a modest program to train
stockists. In 2003/04, it trained 210 stockists. PADEP
has aprovision for building private sector capacity for
market devel opment.

As aresult of limited dealer networks, there is a
dual agricultural input marketing system serving small-
holder farmers in Tanzania. One consists of a private
sector led input marketing system servicing
smallholders growing food crops. Ancther is based on
a contract-farming model wherein certain institutions
procure inputs and provide them on credit directly to



smallholder farmers growing coffee, tobacco, cotton,
and cashew nuts. Some of these companies purchase
inputs in wholesale from private traders and others
import directly. Since these same institutions also pur-
chase the crops at harvest time, loan recovery is guar-
anteed by deducting the money owed from sale pro-
ceeds. Cash crops account for 91% of CPPs and 40%
of the fertilizers used in the country. The Cotton Lint
and Seed Board imports CPPs. The Coffee Board has
established a coffee input voucher scheme to finance
the provision of CPPsand other inputsfor coffee farm-
ers and separate input funds have been established in
the cashew-growing regionsto do the samefor cashew
farmers. In the case of coffee, farmers use their vouch-
ers to purchase inputs from authorized dealers, and in
the case of cashew nuts, a private company (Abbas
Exports) imports CPPs for the cashew industry and
distributes them to the input funds. The Cotton Lint
and Seed Board imports CPPs and sprayers on behal f
of the Cotton Development Fund for direct distribu-
tion to farmers. The two private tobacco firms—Tan-
zania Tobacco Leaf Company and Dimon—import or
purchase all the necessary agricultural inputs and dis-
tribute them to their farmers using integrated crop loan
schemes to guarantee loan recovery. These companies
also use private agentsto purchase tobacco from farm-
ers. Moreover, the Tanzania Farmers Association pro-
cures agricultural inputs locally and distributes them
to its members (smallholder farmers growing food and
cash crops) viaits field offices; CPPs comprised 90%
of its purchases in 2002/03. In the past, Tanganyika
Farmers Association (TFA) imported fertilizers for its
members.

Ideally, if the demand for inputs by both food and
non-food crops could be satisfied directly by input deal-
ers, investment in input business development will
flourish. Importers and dealers would have the incen-
tive to extend their marketing network into the rural
interior to service the smallholders growing cash crops
since they would have an assured market with higher
effective demand. Furthermore, since smallholders all
over Tanzania grow maize and other food crops, in-
cluding those in traditional cash crop growing areas,
smallholders growing food crops would benefit from
the improved accessibility and lower prices.

Dar es Salaam isthe main port for importing fertil-
izers, most of the storage capacity isconcentrated there.
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Consequently, dealers from Kigoma, Mbeya, Arusha,
Tabora, and other far-off districts come to Dar to buy
5-10 tons of products. Although there are storage fa
cilitiesin the districts, such as TFC-owned warehouse
in Tabora, these facilities have not been used to spread
the availability of products nearer to the retailers and
farmers.

Limited Access to Finance—AIMs are capital
intensive and access to finance is an important deter-
minant of theimporters and dealers’ ability to conduct
their business activities. The banking sector in Tanza-
niais relatively well developed, but has limited out-
reach in rural areas; it is not constrained by a lack of
liquidity, and the real interest rate is not very prohibi-
tive for input dealers. Nevertheless, banks have alow
percentage of loans to the agricultural input business
because stringent collateral requirements and exchange
rate risks combine to discourage borrowing for invest-
ment in theinput business. The strict collateral require-
ments are due to poor loan recovery (due to the high
rate of default in the country) and the lack of mecha-
nisms for contract enforcement in rural areas. Import-
ers and deadlers find the collateral and other lending
terms unattractive given the seasonality of agriculture,
therelatively low returns from the inputs business and
thehigh level of risk dueto the vagaries of the weather.
Regarding contract enforcement, there is a Commer-
cial Court of Tanzaniato adjudicate business disputes,
but it is located in Dar es Salaam and does not have
branches in rural areas. Second, it only handles dis-
puteswith aminimum value of Tsh 25 million; smaller
claims have to go to the magistrate’'s court, which is
not as efficient in ruling and enforcement.

Although microfinance facilities are widely avail-
able in the regions, the size of the loan ($50 to $500)
given by these ingtitutions is too small to help input
business development. As a result, input dealers have
limited accessto financefor investing in theinput busi-
ness. The majority use their own cash from savings or
other business ventures to finance part or al of their
input purchases. Thislimitsthe size of their orders (un-
economical sizes) and increases transportation costs
resulting from frequent trips to the town. It also re-
duces the funds available to invest in market develop-
ment activities such as extending credit to farmersand
providing services such as technical support and
delivery.



After liberalization and subsidy removal, the GOT
created an Input Trust Fund to help the private deal-
ersin acquiring inputs on credit to develop input busi-
ness. The experience of this trust fund was discourag-
ing during the first three years (1997-99) because of
poor loan recovery and misuse of funds resulting from
poor lending procedures. More recently, the manage-
ment of the trust fund has been given to one commer-
cial bank, Exim Bank. The Kilimanjaro Cooperative
Bank, Mufundi Community Bank, and Kagera Coop-
erative Bank are also involved in advancing loans un-
der theinput trust fund. Although this system may lead
to a better loan recovery, it suffers from several draw-
backs. First, input dealers applying for aloan have to
travel to Dar to submit an application and supporting
information. Long distances and transportation costs
become an obstaclefor dealersto accessthisfund. Sec-
ond, commercia banks require 150% to 200% of the
loan amount as collateral of tangible property. Small
dealersare reluctant to mortgage their only property—
a house—to borrow funds. As aresult, the input trust
fund has not been fully utilized. Third, it adds consid-
erable transaction costs for the banks to do proper as-
sessment of the loan requirement and the needed col-
lateral. Theinclusion of agricultural machinery thisyear
has created additional complications. Even the avail-
able funds are too inadeguate to have asignificant im-
pact on input supply. The commercialization of the
politicized trust fund isadesirable move, but it failsto
“reach out” to the emerging entrepreneursin rural ar-
eas, in spite of serious efforts by Exim and other banks.
An innovative approach is needed to improve the fi-
nancia constraints faced by the input dealers. Such an
approach is proposed in Section 1V.

Lack of Market I nformation—Market informa-
tion is important for market development because it
creates market transparency. Thisenables planning and
reduces transaction costs, which facilitates long-dis-
tance trade. Although the MAFS' inputs division has
information on inputs, the data on prices, availahility,
and consumption in various market segments are lim-
ited and, due to limited resources, the dissemination is
weak. The Seed Unit of the MAFS maintains data on
both actual and potential demand, but these data re-
guire economic screening to estimate effective demand.
Moreover, there is no comprehensive data set on CPP
use nationally, by type of product, crop, district, or by
type of farmers.
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After liberalization, no central body has been re-
sponsiblefor collecting and disseminating dataand in-
formation about the input use and supply. However,
systematic import data are available from Cotecnathat
collectsthese data for the Tanzania Revenue A uthority
(TRA). Because this data set includes only the product
entering the country via formal channels, it is not re-
corded in a format that easily lends itself to market
analysis. Furthermore, Cotecna cannot account for in-
putsthat enter Tanzaniathrough cross-border tradefrom
Kenyaand ather neighboring countries becauseit only
operates at the ports. Another reason for the absence of
a comprehensive data set is the poor communication
among various public institutions responsiblefor regu-
lating and supporting the agricultural sector and lack
of clarity regarding responsibilities. Thereisno require-
ment that district officers provide data to the MAFS,
that the various public institutions share their data, or
that importers and dealers provide data to the MAFS.
For example, TPRI collects statistics of imported pes-
ticides from importers and has alist of companies that
areregistered to import and distribute CPPs, but it does
not make it available to the MAFS or for general pub-
lic consumption.

The lack of an effective market information sys-
tem in Tanzania poses a hindrance to the devel opment
of well-functioning input markets. Lack of data makes
it difficult for the MAFSto plan ahead to address short-
fallsor carryover stocksin the next season; for the pri-
vate sector to keep abreast of market requirements and
shortagesin different parts of the country and plan their
marketing strategy accordingly to meet farmers’ needs
and maximizetheir returns; and for market participants
to be aware of the current market situation beyond his
or her immediate geographic area.

Weak Regulatory Systems—In a private sector-
led input marketing system, one of the critical roles of
government isto protect theinterests of consumersand
the general public by formulating and enforcing a le-
ga and regulatory framework regarding quality, stan-
dards and measures, safety in use and disposal of in-
puts, and business ethics. In Tanzania, no regulatory
framework exists for fertilizers. However, at the im-
port level, several institutions including Cotecna and
SGS areinvolved in pre-shipment of products, and the
Tanzania Bureau of Standards (TBS) formulates na-
tional standards for quality and measurement and



enforces quality standards at the import level. How-
ever, little quality control work is done beyond the
import level. Fertilizer sales are governed by the Fer-
tilizersand Animal Food StuffsAct, 1962, but thislaw
has not been operational. There is a need to prepare a
new law governing fertilizer activities.

Regulatory laws and statutes are avail ablefor seed
and CPPs, but their enforcement isweak dueto lack of
resources (funds and personnel) and poor delegation
of responsibilities and coordination among the various
government institutions governing the seed and CPP
markets. Although there is no spot-checking of fertil-
izer products sold in the country, few complaints were
received by the team about adulteration or short
weights. Many retailers were found selling fertilizers
from the open bagsin small quantities of 1, 2, or 5 kg.
Because fertilizers are hygroscopic, such practice can
lead to caking and reduced utility of fertilizers. Al-
though there is no quality problem with straight prod-
ucts, there is a danger of poor quality with NPK mix-
tures or blended products. Proper checking and
regulation is needed to ensure truth-in-labeling and
guality control. A comprehensive regulatory system
should be developed for fertilizers.

In both the seed and CPP markets, there are elabo-
rate legal and regulatory frameworks, but these are
poorly enforced dueto lack of finances, understaffing,
and low work morale, which renders the responsible
institutions unabl e to efficiently supervisetheir respec-
tive industries. In the CPP market, there is a lack of
clarity among stakeholders regarding the inspection
functions performed by Cotecna and TPRI, and inad-
equate facilities and equipment prolong the registra-
tion process and delay the release of new products on
the market. Both the seed and CPP markets have poor
monitoring systems for quality control at the point-of-
sale. Inthe seed market, thereistoo much emphasison
varietal release and registration, none on quality con-
trol. Similarly, enforcement in the CPP market focuses
on registration and training with very little attention
paid to quality control. The result is a proliferation of
fake and substandard seeds and CPPs. A related issue
that needs to be addressed in the CPP market is the
ineffectiveness of actellic super dust, aninsecticide used
by smallholder maize farmers to reduce post-harvest
losses of grain. The reasons are unclear but include
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fake and/or substandard products as well as incorrect
application, mishandling by traders, which reducesthe
quality of the products, and the buildup of chemical
resistance by pests.

Thispoor enforcement of the regulatory framework
delaystheintroduction of new seed varieties and CPPs
into the market and denies farmers greater choice at
lower prices, yet leaves room open for unscrupulous
traders to exploit farmers. Moreover, it discourages
honest traders from investing in input business devel-
opment because they can be easily outbid and under-
sold by unscrupul ous deal ers selling substandard prod-
uctsat cheap prices. Tanzanianeedsto improveitslegal
and regulatory framework to make it more market-
friendly. The country should also pay attention to out-
dated CPPs. One study estimated 1,200 tons of out-
dated pesticides. In someareas, dealers sell the products
that are banned in the devel oped countries. In this con-
text, the FAO hastaken alead in making arrangements
for the disposal of outdated and dangerous CPPs in
approved containers, but more work is needed to pre-
vent the entry of banned products and the sale of out-
dated CPPs. Efforts to clean up the outdated and dan-
gerous CPPs will be undertaken under the African
Stockpile Program (ASP).

Technical Constraints

Weak enforcement of regulations is exacerbated
by poor farmer knowledge regarding the correct use of
agricultural inputs. Smallholder farmers growing food
cropsin Tanzaniamostly usetopdressing fertilizer; very
few use basal fertilizers due to knowledge and eco-
nomic constraints. Somefarmers use amixture of DAP
and CAN for topdressing, but such apracticeleadsto a
waste of resources because topdressed DAP provides
little benefit. There is a need to update the fertilizer
recommendations and make them more appropriate to
the different agroecological zones and input and out-
put market realities faced by farmers. Farmers are ad-
vised to use open-pollinated varieties (OPVs), instead
of hybrids, because these are regarded as cheaper and
recyclable. However, there are new varieties of hybrids
that can outperform OPVs, but due to lack of funding
and other constraints, extension staff is not fully cog-
nizant of these developments. This only perpetuates
subsistence farming and prevents the development of
commercial farming using high-yielding seed varieties.



With respect to CPPs, farmers mix and apply CPPs
without using the correct mixing ratios and protective
gear (clothing, masks), are unaware of handling and
storage guidelines, and are unaware of the hazards of
using CPP containers for carrying drinking water or
food. Second, farmers use new products in the same
way as they used old products, which can be unpro-
ductive as well as dangerous. This lack of knowledge
not only prevents farmers from realizing the full ben-
efit of these expensive products, it also poses a serious
health risk.

The continuous cultivation without proper and ad-
equate use of fertilizers or the use of N for topdressing
without basal application of NPK fertilizersis|eading
to soil infertility and degradation problems. As a re-
sult, in some areas P deficiency is so acute that asmall
dose of phosphate fertilizers or Minjingu phosphate
rock can lead to increased crop yields. This lack of P
has been confused with soil acidity and lime applica-
tion. Since 1993, no new soil analysis and testing have
been doneto devel op better fertilizer recommendations
for food crops.* New soil tests are needed to establish
proper recommendations for fertilizers and lime, if
needed. In this context, PADEP could take a lead in
funding these tests through its planned installation of
soil-testing laboratories.

I11. Potential of the Private Sector

The mindset problem mentioned earlier suggests
that there is an on-going debate in the country about
the efficacy and capacity of the private sector to sup-
ply inputs in a cost-effective manner. The proposed
TFC-based intervention also indicates that the country
isstill struggling to reach a consensus about this mat-
ter. Therefore, the team paid specia attention to assess
the potential of the private sector in supplying inputs.

The team’s assessment indicates that the private
sector has good potential in supplying inputs. Thereis
an emerging private sector inthe country. Several com-
panies are involved in marketing fertilizer and CPP
importsand al so seed production and marketing. These

“4Tobacco companies have conducted their own soil testsand
based on these tests, they have developed new NPK fertil-
izer 20-18-24 for tobacco crops.
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companies include both national and international en-
terprises. Given the opportunity, support, and enabling
environment, these entities can venture into supplying
inputs in a cost-effective manner.

In the fertilizer sector, since liberaization, 19 pri-
vate sector companies have been involved on and off
inimporting fertilizers from the international markets.
A few emerging companies in the provinces have re-
cently entered the market based on imports from the
international markets and also through multinationals
in Kenya (Nairobi and Mombassa). There are over 20
registered seed companies and at least 15 large and
small importersof CPPs. CPPimporters havetheir own
dealers. At thedistrict level, there are several retailers,
though not fully skilled and equipped, who engage in
input marketing. Given the potential of the market, the
private sector has the capability to increase its activi-
ties. This potential can be realized if there are no dis-
ruptions or interventions in the market by the donors
or the government with subsidized or below full cost
recovery prices of fertilizers or even threats of such
action being taken. If TFCisto continue asaparastatal,
it must compete on acommercial basiswith the private
sector without any overt or covert financial assistance
from the government. This includes the write-off of
losses and provision of funds without collateral at low
interest ratesfor conducting commercial activities; there
must be alevel playing field for the private and public
sector companies.

It should, however, be stressed that “potential” re-
fersto“latent energy,” which could be unleashed if the
policy environment is conducive and supporting mar-
keting ingtitutions and infrastructuresarein place. Nev-
ertheless, because of the non-conducive policy envi-
ronment and other constraints identified in Section |1,
this potential has not been realized and may not be re-
aized in the short-to-medium term unless a proactive
approach is adopted to modify distorted policies, cre-
ate greater incentive for private sector participation,
and make public sector investments in capacity build-
ing and infrastructure development. Policy, capacity
building, and other related measures and programs
needed to create well-functioning input markets are
elaborated in Section IV.



IV. An Action Plan for Developing
Agricultural Input Markets

Rationale for the Action Plan®

The proposed action plan for strengthening thelib-
eralized input marketsand for encouraging greater par-
ticipation of the private sector is based on both the his-
torical perspective and the SSCR (shifting the supply
curveto the right) approach.

The Historical Perspective—The agricultural
lending experience of the World Bank and other do-
norsinAfricaduring the 1960sindicated that therewas
no active private sector to assume responsibility for
marketing and investment in the agricultural sector. This
experience induced donors to create and support ac-
tivities of state-owned enterprises (SOEs) in many de-
veloping countries. Additionally, when SOEswere cre-
ated, they were given monopolistic power over
marketing and investment in the agricultural sector, and
the private sector was barred from marketing agricul-
tural products, especially inputs. However, by theearly
1980s it became clear that many SOES were not oper-
ating efficiently and had become a burden on the na-
tional budget. Unsustainable fiscal imbalances and in-
efficient use of resources by SOEs forced several
developing country governments to move towards
privatization of the SOESs. By the early to mid 1990s,
many SOEs in the agricultural sector in Africa with-
drew from marketing and investment activities or were
no longer in a monopolistic position. The private sec-
tor was alowed to participate in the marketing of in-
putsand outputs. However, dueto structural constraints,
the response from the private sector was slow. Macro-
economic instability leading to devaluation and high
interest rate, lack of marketing skills and finance, and
inadequate regul atory systemsand market transparency
continued to limit the active involvement of the pri-
vate sector in the input business.

This slow response from the private sector may
wrongly convince some policymakers, donors, and oth-
ers to move back to the public sector monopoly inin-
put distribution, asillustrated by the mindset problem
explained earlier. Such a move will be premature be-
cause it will divert the attention away from removing

5This section is adapted from IFDC, DAI, and MTL, An
Action Plan for Developing Sustainable Agricultural Input
Supply Systemsin Maawi, IFDC, 2002.
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structural constraintsto the private sector participation.
Macroeconomic stability, access to finance, business
skills, market information, and regul atory frameworks
are till not in place. Many of these constraints have
prevented the development of well functioning input
marketsin sub-Saharan Africain general andin Tanza-
nia in particular. Deregulation and liberalization are
necessary, but not sufficient to encourage the private
sector participation in agricultural markets. Years of
discrimination and neglect have left the private sector
underdeveloped and the input markets fragmented.
Rather than returning to the old SOE system, African
countries and donors should invest resources in build-
ing the capacity of the private sector and supporting
infrastructure. As explained earlier, the private sector
has considerable |atent potential to perform marketing
activitiesin an efficient manner; but to realize that po-
tential, structural, and capacity constraints restricting
its performance should be removed.

The SSCR Approach—Figure 3 illustrates the
typical supply and demand curves used by economists
in explaining the behavior of pricesin afree (competi-
tive) market situation. On the horizontal axis, quantity
of input, e.g., fertilizer, ismeasured and on the vertical
axis the price of the same input. The demand curve D
slopes downward from left to right indicating that the
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Figure 3. Reducing Fertilizer Price by Shifting
the Supply Curveto the Right (SSCR)



guantity of fertilizer demanded by farmer increases as
the price of thefertilizer decreasesand vice-versa. The
supply curve S1 slopes upward from left to right indi-
cating that asthe price increases, the quantity of fertil-
izer supplied increases. At price OP1, quantity de-
manded equals quantity supplied (OQ1) and therefore,
OP1 isreferred to as an equilibrium price and point A
as an equilibrium point. The price OP1 is very high
(say, $300/ton of urea) and therefore the quantity traded
islow (e.g., 50,000 tons of urea). Since the resource-
poor farmers in Tanzania and other developing coun-
tries cannot afford to purchasefertilizers at such ahigh
price, one possible solution is to provide a subsidy of,
say, $100/ton and reduce the price to $200/ton of urea.
Now at this price, the demand outstrips the supply and
therefore some mechanism for rationing is required to
alocate this limited quantity among all farmers. Such
a solution was tried by many African countries, but
could not be sustained. Also, it introduced distortions
inthe market and led to an inefficient use of resources.

The position of the supply curve S1 on the vertical
axisindicatesthat the minimum price at which the sup-
pliers are willing to offer any quantity is very high.
Thisis so because the size of the market is small and
suppliers incur high costs in procuring and shipping
small quantities, thereby not benefiting from the econo-
mies of scale in procurement and transportation. Also,
the suppliers are not procuring their product from the
cheapest source in the global market due to various
constraintsfaced in accessing information and finance.
Because of these constraints, supply priceis generally
high. Rather than following the subsidy route, the price
of fertilizers could be reduced by shifting the supply
curve to the right—from S1 to S2. Such a shift in the
supply curve is possible if the economies of scale in
procurement and shipping could be realized and the
fertilizers could be procured from cheaper sources
through better access to information and finance. By
shifting the supply curveto theright (point B), theprice
can be reduced and the quantity of fertilizer used by
farmers can be increased, thereby promoting food se-
curity at both household and national levels. Such a
move also reduces the need for subsidies and ensures
higher return on the capital invested in business (be-
cause under S2 supply situation, fixed cost per unit sold
islower). Thus, by shifting the supply curvetotheright,
benefits could be created for all stakeholders—farm-
ers, traders, and the country at large.
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Canthe supply curvefor agricultural inputsin gen-
eral and fertilizersin particular be shifted to the right
in Tanzania? The analysis of various constraintsin this
report suggeststhat these constraints have kept the sup-
ply curveat S1 position in the country. The removal of
these constraints can help in shifting the supply curve
to the right. Therefore, the proposed action plan em-
bodies the measures needed to shift the supply curve
to theright, thereby realizing the latent potential of the
private sector in supplying variousinputs efficiently in
a sustainable manner. The activities proposed in the
areas of policy reform, human capital development,
improved financial services, market information sys-
tems, and regulatory frameworksare all geared to shift-
ing the supply curve to the right thereby helping the
private sector to realize its potential.

The primary focus of the action plan is on shifting
the supply curve, which will help the farmers by re-
ducing pricesand making inputseasily accessible. Tech-
nology transfer efforts and other measures are also ex-
pected to support the farmersin realizing moreincome
and higher yields from efficient use of inputs.

It is recommended that the existing free market
system should be strengthened to supply inputsin ru-
ral areasbecauseit isefficient and sustainableand, more
importantly, does not strain the fiscal resources of the
country. Various policies and programs needed to
strengthen thefunctioning of AIMsin Tanzaniaare sum-
marized in Table 1 and elaborated bel ow. Macropolicy
factors are identified to create an overall conducive
macropolicy environment for market development. The
market development measures are broadly divided into
two groups:

1. The Five Pillars of Market Development.
2. Other Supporting Measures.

The Five Pillars of Market Development

1. Creation of an Enabling Policy Environment
Although the GOT has liberalized input markets
and allowed private sector participation in input sup-
ply, occasional interventionsin input supply continue
to create obstacles to the development of well-func-
tioning input markets. The GOT should refrain from
interfering in the marketplace and work with the pri-
vate sector to build the market. Even in the case of
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occasional contingencies, the government should ap-
proach the private sector and work out afeasible solu-
tion so that its actions are not retarding growth. Not
only should the government not be involved in direct
physical distribution or import of fertilizers or other
inputs, but it should also createalevel playing field for
all players. Inthiscontext, the government should priva-
tize TFC and clear its past debts and obligations. By
keeping TFC in“suspended animation” mode, the gov-
ernment is hurting both the TFC and the development
of aprivate sector-based efficient fertilizer market. As
aprivatized entity, TFC should be able to operate more
efficiently and also make better use of its assets such
as storage and warehousing facilities. Another area,
which reguiresimprovement, isthe production of foun-
dation seed. The current involvement of the govern-
ment in the production of foundation seed discourages
the entry of the private sector and distorts the timely
supply of quality seed. The State Foundation Seed
Farms are rarely well funded to produce an adequate
supply of seeds. A study should be conducted to assess
the status of state-owned FSFs and develop a scheme
for their orderly privatization. The new thinking of cre-
ating a public sector agency to produce and procure
seed is awrong idea. What the government should do
is to help the private sector by training and technical
assistance in quality seed production. However, the
government should continue to supply breeder seed by
strengthening agricultural research and breeder seed
production facilities, as explained below.

Another area where careful planning and imple-
mentation is needed isthe use of a50% matching grant
inthe PADEP project areas. Unlessthis matching grant
ismanaged carefully, it has the potential to disrupt the
nascent private sector development in rural areas. In
the absence of institutional infrastructures for imple-
menting a sound voucher scheme, this was a reason-
able solution to help farmersin acquiring inputs. How-
ever, inthelong term, PADEP should use its resources
to build capacity for the implementation of a voucher
schemeto disburse this 50% matching grant. Similarly,
if KR Il inputs are received, they should be marketized
through atransparent and timely tendering system, pref-
erably in small lots so that small dealers can partici-
pate in the auctioning process.

The voucher approach® gives farmers a “freedom
of choice” in selecting the products they need and al-

6See pages 20-21 for details.
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lows better interaction between the farmer and the
dealer. Under PADEP, the committee chairman or sec-
retary does the bargaining for the group. Under such
conditions, there may be tendency to bypass the local
dealer and get inputs from outer sources. Also, the
PADEP project will be unnecessarily burdened with
marketing and distribution arrangements of inputs, an
activity that can be handled more efficiently by dealers
and farmers. Since the PADEP aready has plans for
devel oping the private sector, the project could use the
earmarked resources for organizing training for both
farmers and dealersin using the voucher system.

2. Development of Human Capital

To improve the availability of inputsin rura ar-
eas, independent input dealers should be devel oped by
providing training and technical assistanceto potential
entrepreneurs. There are many retailersdealing in con-
sumer goods who can be easily trained to expand the
scope of their businessto sell inputsin an environmen-
tally friendly way. However, these entrepreneurs will
need technical and business development training. On
thetechnical side, they should be trained about various
aspects of seed, fertilizers, and CPPs so that they can
help farmersin understanding different aspects of vari-
ous products. Onthe business side, they should be edu-
cated about financia planning, accounting, banking,
business development, and the economic aspects of
input use. A large number of such input dealers should
be established in rural areas and should be linked with
wholesalers, and wholesalers should be linked with
importers. Such integrated dealer networks are essen-
tial to maketheflow of goods and information smooth.
Training and technical assistance will also be needed
for wholesalers and importers so that they can develop
business linkages and procure inputs in a cost-effec-
tive manner. Human capital development efforts will
be needed in the public sector aswell, especially in the
areaof market information and quality control enforce-
ment explained below.

Training and technical assistance for importersis
needed to promote better business linkages with other
tradersin the regional and global markets. Also, these
dealers should be trained about developing regional
markets, such as the MKK area (Mbeya in Tanzania,
Kasama in Zambia, and Karonga in Malawi), so that
the economies of scale can be realized in procurement
and transportation.



To sustain the efforts in human capital develop-
ment, an association of input dealers called the Tanza
niaAgri-Input Dealers Association (TADA) should be
established. TADA staff members should betrained in
administrative and technical matters and the associa-
tion should be empowered to conduct training for deal -
ers, operate market information systems, and do so-
cially responsible policy advocacy for market
development.

3. Improved Access to Business Finance

Finance is the lifeblood of any business activity.
Without adequate access to finance at areasonable in-
terest rate, it would be difficult to develop dealer net-
worksin rural areas. The team’s discussion with com-
mercial banks, including Exim, NMB, and CRDB” and
their branchesin thedistricts, indicated that these banks
were willing to participate in a scheme that would
spread the lending risks among various stakeholders.
Therefore, to improve access to finance by importers
and dealers by sharing risks, two funds should be cre-
ated. The first fund will be called Agricultural Input
Import Fund (AIlF). This fund will be maintained at
the Reserve Bank of Tanzaniainforeign exchange. Any
importer interested in importing fertilizers or other in-
putswill have accessto thisfund to get aletter of credit
(LC) from the commercia bank. Thefund will be man-
aged in such away that the importer will provide 30%
of the needed funds for an LC, the commercial bank
will provide 70% as a loan, but the Reserve Bank of
Tanzaniawill provide a guarantee for 30% of the 70%
loan. This will help in reducing the cost of imported
fertilizers by lowering the funds needed to acquire an
LC. Thesecond fund will be called theAgri-input Busi-
ness Development Fund (ABDF). This fund will pro-
videfinancial guaranteefor devel oping retail networks
in rural areas. Any dealer who is trained and knowl-
edgeable about the technical and commercial aspects
of theinput businesswill be ableto use guaranteefrom
thisfund toinvest in retail or wholesale business. Like
the importer, the interested dealer will provide 30% of
the required capital and the commercial bank will pro-
vide 70%, but 30% will be guaranteed by ABDF. The
ABDF will be managed by a reputable commercial
bank. By facilitating the availability of business capi-
tal, the ABDF will help small and medium dealersin
developing dedler networks in rural areas. The exist-

"Formerly Cooperative and Rural Development Bank.
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ing input trust fund should be converted into ABDF,
with abetter outreach. In addition to these risk-sharing
mechanisms, the local bankswill betrained in using a
“bonded warehouse” as collateral for aninput business
loan. Such an arrangement could reduce the working
capital needed to start or expand aninput business. This
would allow aretailer to bring larger quantities of in-
puts from the town, store them in a bank-supervised
warehouse, and draw down in small lots as his or her
salesincrease.

4. Promotion of Market Intelligence and
Transparency

Competitive markets produce efficient outcome
only when there is transparency in the marketplace.
That is, al buyers and sellers know about prices and
quantities available in different segments of the mar-
ket. Thismeansthat if pricesarehighin Iringaor Arusha
and low in Dar, then buyers or deal ers can move quan-
tities from Dar to Iringa or Arusha and reduce the un-
reasonabl e gap between pricesin these locations. Dur-
ing the initial stages of market development, MAFS
should assume the responsibility of collecting and dis-
seminating information about prices, quantities, stocks,
and products in different locations. Although the
MAFS/inputs unit is maintaining data on crop and in-
put prices in different locations, the coverage is inad-
eguate and dissemination islimited. Asaresult, differ-
ent segments of the market are not well informed.
Additional resources and capacity should be allocated
to disseminate information morefrequently. Bi-weekly
or monthly bulletins should be published in local lan-
guages and distributed. The use of radio bulletins and
updated information on an Internet web site are also
desirable. The MAFS should work with TADA to es-
tablish public-private partnership in this area.

5. Strengthening of Regulatory Capacity

Farmers can develop a preference for using im-
proved inputsif theinputsare of good quality and farm-
ersare confident of getting the desired field results. As
new entrants emerge into the market, farmers should
be protected from unsubstantiated product claims, prod-
uct adulteration, short weights, nutrient deficiency, and
other abuses. This calls for efforts to develop product
standards and enforcetruth-in-labeling. Inthelong run,
TADA should be strengthened to provide quality con-
trol service for members, so that the TADA seal be-
comes asign of quality and quantity.



The regulatory capacity of public sector agencies,
such as TPRI, TBS, and TOSCA should be strength-
ened to enforce quality control standards at the point
of sale. The MAFS has started working on the Fertiliz-
ersand Animal Feed Act, revisingasimilar Act of 1962.
However, given theincreased role of the private sector
in fertilizer marketing, MAFS should consider design-
ing a separate Fertilizer Law and devel oping capacity
for itsimplementation.

Supporting Measures

6. I ntegration of Multi-Country Markets—
Developing Business Linkages

Tanzania shares borders with several countriesin-
cluding Zambia, Malawi, Rwanda, Burundi, Uganda,
and Kenya. Except Kenya, all other neighboring coun-
triesarelandlocked and could benefit from Tanzania's
coastal port—Dar es Salaam. In devel oping input mar-
kets, private dealers could take two approaches. One
way is to focus only on the domestic market and de-
velop market infrastructure to satisfy domestic require-
ments. Given the economies of scale in fertilizer pro-
curement and the small size of the Tanzanian market,
such an approach is not very efficient because it leads
to higher procurement costs and farm gate prices. An-
other way istolook at cross-border trade among neigh-
boring countries and devel op regional markets by sup-
plying the input needs of the farmers in neighboring
countries. Since Tanzania has a port, the private sector
should consider supplying inputsto “ segments of mul-
tinational markets.” For example, a wholesaler in
Mbeya could plan to supply fertilizers not only in
Mbeyaor other regionsin Tanzania, but also in border
areas of Zambia (Mbala, Kasama) and Malawi
(Karonga, Chipita, and possibly the Mzuzu region).
Expanding the market to cover these neighboring ar-
eas can generate economies of scale in procurement
and distribution. Maoreover, the Kasamaregion of Zam-
biaisserved by the sasme TAZARA railway ling; there-
fore, getting fertilizersfrom Dar to Mbeyaand Kasama
could bedonein onelarge shipment. Thus, Mbeyacould
become a significant trading center to supply farm in-
putsin these three countries. Likewise, Kigoma could
be devel oped to supply inputsin Burundi and Rwanda.
IntheNorth, Arushaislinked to Nairobi and Mombasa
and wholesalers in Arusha can benefit from large im-
portsmadein Kenya. Thusa“multi-country” approach
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in market development will create awin-win situation.
However, these businesslinkages should be devel oped
by providing training and technical assistance and fi-
nancia and informational support to dealersin Tanza-
nia and neighboring countries.®

7. Poverty Alleviation and Market-Friendly Safety
Nets

Many government interventionsininput supply are
guided by the need to help the resource poor farmers
who suffer from transitory or chronic food insecurity.
Likewise, donor and NGO programs for free distribu-
tion of inputs (seed and/or fertilizers) are also guided
by greater humanitarian goals of poverty alleviation or
helping the poor people during an emergency caused
by natural or manmade disasters. Aslong as one out of
every three Africans suffer from hunger and malnutri-
tion and over onehalf of the population suffer from
poverty (earning less than $1/day), it will be difficult
to make a case that programs addressed to reduce hun-
ger and malnutrition should not be implemented be-
cause they have a “distortionary” impact (e.g., result-
ing from free or subsidized input distribution) on input
markets. On the other hand, if poverty alleviation pro-
grams are not implemented in a marketfriendly man-
ner, there isamodest chance that Africawill have sus-
tainable input supply systems in the short to
mediumterms. Thus, thereisaneed to devel op amecha
nism, which can support both poverty alleviation and
market development.

The twin objectives of poverty aleviation and
market devel opment can be achieved if the support pro-
grams are implemented by transferring the purchasing
power to the needy persons, asit is done in the United
States through food stamps. Rather than giving free or
subsidized seed or fertilizers, thetargeted farmer should
be given avoucher, which the farmer can exchange for
inputs from a dealer in the village. The voucher can
have either the full or the partial value of inputs. The
dealer who sells inputs for vouchers should be

8n March 2004, Malawian deal ers and policymakersvisited
Mbeyato explore options and avenues for procuring inputs
from Mbeyafor Northern Malawi. Thisvisit is abyproduct
of the field work done for the Tanzania action plan during
October/November 2003 and wasfacilitated by IFDC/Ma awi
in March 2004. With a strong program on developing such
business linkages, many other options could be explored.



guaranteed to receive full payment from an authorized
bank, which gets its funds from the implementing
agency (government or donor or NGO). IFDC has
implemented such programs successfully in Afghani-
stan and Malawi. In Tanzania, some agencies, such as
the coffee and cashew boards, have used vouchers for
inputs. However, as monitoring mechanisms were not
well designed and executed for coffee vouchers, the
program suffered from fraud and misuse. Better moni-
toring mechanisms should be designed to minimize
misuse and fraud. Therefore, it is recommended that
the GOT, donors, and NGOs should marketize their
input support programs through the use of vouchers.

The voucher system kills two birds with one
stone—it empowers the food-insecure farmers to pro-
duce more food for the family, facilitates their “inclu-
sion” inthe marketplace, and al so strengthensthe mar-
ket development process by injecting additional
purchasing power in the system. There are different
variations of the voucher system that could be adapted
to local conditions depending on whether the farmers
deservefull or partial subsidy or seasonal credit to buy
inputsand repay it in kind or cash at harvesting or con-
tribute labor to public work programs in exchange of
vouchers.

8. Technology Transfer Efforts

Research capacity for the production of improved
seeds should be strengthened. The production of
breeder seed for various crops should be promoted, and
proper rulesand regulations should be established about
pricing and exclusivity of breeder scedwhenitisgiven
to private seed companies. Private seed companies
should work with research institutesin developing and
propagating new varieties and harnessing synergies.
The enactment and implementation of the Plant Vari-
ety Protection Legislation is critical in attracting the
private sector investment in research and variety
development.

As mentioned earlier, farmers are using fertilizers
in an inefficient manner. Very few farmers use basal
fertilizers and some use NPK fertilizer products for
topdressing. To educate farmers about the proper use
of fertilizers and management practices, farm level
demonstrations about use practices should be organized.
Field days and 1-day training programs for farmers,
dealers, and extension workers should be organized.
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Soil testing facilities should be provided to fine tune
fertilizer recommendations. In this context, soil test-
ing laboratories and soil testing facilities proposed un-
der PADEP should be used to improve fertilizer
recommendations.

To improve crop yields while minimizing the cost
of fertilizers for smallholders, MAFS should consider
encouraging crop diversification through legume-ce-
real rotations and other crops. The main advantage of
such rotations is that legumes can fix their nitrogen
(N) requirements from the atmosphere so farmers do
not have to spend money on N fertilizers. Moreover, a
legume crop can leave N in the soils and the recycle of
N-rich crop residuefrom legumescan reduce N require-
ments for the follow-up maize crop. Thus, not only the
money spent on N fertilizers is reduced, but also the
legume crop like groundnut or soybean can become a
source of cash incomefor the poor farmer. The promo-
tion of higher analysisfertilizer products, such asDAP
(diammonium phosphate containing 18% N and 46%
P,Os) can further reduce fertilizer cost.

9. Development of Crop Output Markets

Dependable crop markets are imperative both to
sustain and stimulate improvementsin AIMs. Improve-
ments in the performance of AIMS lead to the adop-
tion of modern technologiesresulting in increased pro-
ductivity and marketable surpluses. Farmers need
access to reliable output markets in order to sell this
additional output and recover their investments, thus
sustaining their incentive to use these improved tech-
nologies. The existence of stable and reliable output
markets can also provide the incentive for farmers to
increase the use of productivity-enhancing technolo-
giesin order to benefit from assured returns from the
sale of their marketable output.

While the markets for export crops are well inte-
grated and catered to, the markets for food crops are
still poorly developed and fragmented. Asaresult, farm-
ers do not get a good price and especially at harvest
time, prices collapse. Such low prices make food crop
production unattractive and unprofitable and reducethe
incentive to use modern inputs. The marketing of food
crops could be improved by promoting the develop-
ment of producer associations, dissemination of mar-
ket information, grading and standards for quality pro-
duce, improved storage and agro-processing facilities,



and warehouse collateral for facilitating the purchase
of grains at the harvest time. All these improvements
will go along way inimproving the prices received by
farmers. To safeguard against collusion among trad-
ers, the MAFS should install anintelligence and moni-
toring system and use anti-trust laws to prevent such
collusions. Through training and technical assistance,
producer associations should be encouraged to take a
lead in conducting training for farmers, maintaining
and disseminating market prices, installing and oper-
ating agro-processing facilities, bargaining good prices
for inputs and outputs, and encouraging savings and
banking habits among farmers. Promoting cross-bor-
der trade and trading among regional blocks like the
EAC and COMESA will further enhance opportuni-
tiesfor exporting firmsto trade productsin which Tan-
zania has a comparative advantage. Improving rural
roads and other infrastructures will contribute signifi-
cantly to the development of crop output markets.

10. Infrastructure Development—Strengthening of

Railway Capacity

The poor condition of feeder roads in rural areas
adds significantly to the transportation cost of supply-
ing inputs, especially fertilizers, in rural areas. Invest-
ment in building and maintaining good roads in rural
areas should receive priority in the development bud-
get. As mentioned earlier,® USAID has devoted re-
sources for developing feeder roads in the Southern
Highlands. There is a need to develop feeder roads in
other parts of the country.

However, in the short to medium term, the govern-
ment should pay attention to strengthening the railway
capacity on its railway lines because over long dis-
tances, railways are much cheaper than road transport.
From Dar, the railway line goesin both north/east and
south/west directions. However, on both routes the
availability of the“covered” wagonsis a serious prob-
lem. Transporting fertilizers or seed in an “uncovered
wagon” poses therisk of insecurity and |osses by theft
and pilferage. Such risk discourages the dealers from
using railways for shipping inputs and forces them to
rely on costly road transport. The GOT and donors
should make an investment in improving the supply of
wagons and storage capacity at railway stations. An-
other areathat needs attention isthe improvement of a
trucking fleet inthe country. Non-availability of trucks
can add significantly to transportation costs.
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Action Plan Matricesfor Fertilizer, Seed, and
CPP Markets

In addition to the market development efforts pro-
posed above, there are certain input specific measures
that should be implemented to strengthen the function-
ing of input markets. Tables 2, 3, and 4 summarize such
measures for fertilizer, seed, and CPP markets,
respectively.

V. Ingtitutional Arrangements

Holistic Approach

This action plan includes several measures to
strengthen the functioning of input markets in Tanza-
nia. These measures deal with theissuesrelated to both
the demandside and supplyside of the market equation.
While it may not be possible to implement al of these
measuresin asingle project dueto resource constraints,
itisessential that an optimum sequencing and phasing
scheme be devel oped so that the synergy resulting from
various measures could be realized. In this context,
whiledevel oping prioritization, special attention should
be paid to the measures dealing with policy reform,
human capital development, accessto finance and mar-
ket information, and enforcement of regulatory frame-
works. These measures should be implemented in a
holistic manner becausereformsin oneareaaredirectly
linked to reformsin another area, and their joint imple-
mentation will create synergistic benefits (Figure 4).

Holistic Approach

Policy \

Human
Regulatory Capital
Mechanisms
Finance

MIS

Figure4. The Market Development Process
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For example, if policy distortions are removed, but
human capital isnot developed inrural areas, then these
reforms may not create the desired impact. Likewise,
if human capital is developed, but trained people do
not have access to finance and information, then they
cannot use their skillsto develop retail networks. If all
these measures are implemented, but the government
isnot effectively enforcing quality control and regula-
tory measures, then many honest, hardworking entre-
preneurs, (especially women) will be discouraged in
making the necessary investment in business devel op-
ment. Because these factors are related in an interac-
tive manner, their holisticimplementation isdesirable.

Public-Private Partnership

The experience of the last three decades indicates
that sustainable input supply systems cannot be devel-
oped either by the private sector or by the public sector
alone. Both sectors have arole in creating well-func-
tioning input markets and should work jointly in re-
moving market development related constraints. The
public sector should shoulder the responsibility of cre-
ating an enabling environment, enforcing regulatory
frameworks, and disseminating market information to
create alevel playing field. At the same time, the pri-
vate sector should assumethe responsibility of import-
ing and marketing quality inputs. There are several ar-
eas where the public and private sectors can work
jointly. For example, many trained deal ers can assume
theresponsibility of providing extension adviceto farm-
ers. The MAFS can focusits limited resources on sub-
ject matter specialists and organize joint training pro-
grams for dealers to empower them about new
technologies and knowledge. By sharing risks in im-
proving access to finance, both sectors can work to-
gether to improve input supply in the country. Like-
wise, in maintaining and disseminating market
information, public and private sectors can work to-
gether. Public and private sectors can produce more
benefits by working collaboratively rather than by
working in isolation or at cross purposes in a hostile
environment. In this context, both sectors should work
hard to overcome the mindset problem mentioned ear-
lier and learn to trust each other for a broader social
goal of ensuring food security and reducing hunger and
poverty in the country.

Implementation Arrangements
Through ASDS, ASDP, PADEP, and other pro-
grams, the GOT has recognized the need to strengthen
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the functioning of input and output markets for the ag-
ricultural sector. The ASDP Secretariat is responsible
for coordinating projectsin the agricultural sector. Any
project designed to implement this action plan should
bewell integrated in theASDP system. However, given
the mindset problem and to solicit maximum coopera-
tion of the private sector, the AIMs Development
Project should be implemented by an autonomous
project entity. To improve coordination between the
project and the ASDP Secretariat, various departments
of MAFS, and other relevant ministries (e.g., the Min-
istry of Marketing and Cooperatives) and to reflect the
concerns of the GOT in project implementation, the
MAFS/ASDP should appoint aliaison officer and cre-
ate a small project advisory committee. This commit-
teewould consist of policymakers, donors, private sec-
tor dealers, and other relevant stakeholders. In selecting
the districts for market development activities, special
attention should be paid to those districts where syn-
ergy from other ongoing projects (PADEP, SG 2000,
USAID, and others) could be realized.

Linkages

Actions proposed in this action plan will have
strong linkages with market devel opment and technol-
ogy transfer activities implemented by the MAFS and
other ministries in collaboration with donors. Notable
among such programs are the projects funded by SG
2000, IFAD, The World Bank (PADEP), FAO, and
USAID. PADEP stechnology and infrastructure devel-
opment programs, matching grant, private sector de-
velopment, and soil testing facilities will complement
the proposed activitiesin the area of technology trans-
fer and market devel opment. For exampl e, the proposed
training for dealers could be integrated with PADEP's
capacity building programs for the private sector de-
velopment and association building.

The proposed action plan will aso contribute to
the achievement of USAID/Tanzania's Strategic Ob-
jective (SO 5) of “Incomes increased in selected agri-
cultural commodity subsectors,” by promoting agricul-
tural growth through input market development and
strengthening thelegal and regul atory environment for
agricultural inputs. Two Intermediate Results support
the achievement of SO 5: IR 9.1 “Increased Productiv-
ity of Selected Agricultural Commodities,” and IR 9.2
“Increased Trade of Selected Agricultural Commodi-
ties.” Although the SO 5 recognizes the important role
to be played by agribusiness and trader associations,



the “ centerpiece” of SO 5 will be the development of
producer associations to strengthen farmers' produc-
tive and business capacities. Improved input supply
resulting from the implementation of the action plan
will help producers associations by supplying inputs
on time and at cost effective prices. The second activ-
ity identified by SO 5 to support the achievement of its
objectivesisimproving the policy and regul atory envi-
ronment in order to increase market efficiencies. The
proposed actions on improving policy environment and
regulation for input markets will strengthen the effi-
ciency of output markets and producers associations
by reducing transaction costs.

Government Commitment and Donor Support

A strong commitment will be needed from the gov-
ernment for theimplementation of the action plan. Such
acommitment will manifest in removing existing dis-

tortions and misperceptions and creating a favorable
environment for the private sector participation in in-
put markets. Support for building institutional capac-
ity will also be needed. Above al, the government has
to work with donorsto rai se the necessary resourcesto
implement the action plan.

Resource Requirements

Tanzaniawill need a5-year program to implement
the core recommendations of the action plan for mar-
ket development. A preliminary estimate of the re-
sources needed isindicated in Table 5. The implemen-
tation of the action plan will require $11.3 million in
operating costs and $18 million in capital funds—$15
million for All1F and $3 million for ABDF. Both of these
funds will be used for sharing risks among various
stakeholders.

Table5. Estimated Resource Requirementsfor | mplementing the
Action Plan: 5-Year Program

Activity Cost
(‘000 %)
A. Project Operating Costs
Policy reform activities 1,500
Human capital development (training, 5,100
study forms, association building,
enterprise development)
Improved access to finance 1,000
Market information and transparency 500
Strengthening of regulatory systems 900
Technology transfer activities 1,200
Seed sector development 1,100
Total Operating Costs 11,300
B. Capital Funds
Agricultural input import fund (AIIF) 15,000
Agri-input business development fund (in 3,000
local currency)
Total Capital Funds 18,000

Source: Action Plan Team Estimates.
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UNITED REPUBLIC OF TANZANIA

MINISTRY OF AGRICULTURE AND FOOD SECURITY

PROCEEDINGS OF THE NATIONAL STAKEHOLDERS WORKSHOP
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NATIONAL STAKEHOLDERS’ WORKSHOP ON DEVELOPING
AGRICULTURAL INPUT MARKETS IN TANZANIA

Workshop Programme

THURSDAY, 26 AUGUST 2004

TIME ACTIVITY RESPONSIBLE
08:30 Registration
09:00 Opening Address PS, Ministry of
Agriculture and
Food Security
09:20 Presentation by USAID T. McAndrews,
Representative Leader, Economic
Growth Program,
USAID
09:30 Presentation by SG 2000 Dr. Marcos A.
Quinones,
Regional Director
09:35 Action Plan for Developing B. L. Bumb
Agricultural Input Markets: Team Leader,
An Overview Action Plan
10:10 Discussion
10:30 TEA / COFFEE BREAK All
11:00 Group Discussion Dr. N. P. Sicilima,
Director, Crop
Production, MAFS
13:00 Lunch All
13:45 Plenary Session Group Leader
15:00 TEA / COFFEE BREAK All
15:45 Closing Remarks PS Ministry of
Coop. and
Marketing
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PROCEEDINGS OF THE NATIONAL STAKEHOLDERS WORKSHOP
ON DEVELOPING AGRICULTURAL INPUT MARKETSIN TANZANIA
ROYAL PALM HOTEL, DAR ESSALAAM
26 AUGUST 2004

1.0. OPENING SPEECH OF THE PERMANENT SECRETARY —MINISTRY OF AGRICULTURE
AND FOOD SECURITY

The Permanent Secretary of the Ministry of Agriculture and Food Security opened the workshop by thank-
ing the workshop participants. He said that the workshop was organised by IFDC in collaboration with the
Ministry of Agriculture and Food Security (MAFS). He thanked the workshop sponsors, namely, Global 2000,
USAID, and IFDC, and indicated that the purpose of the workshop was to review the draft action plan on
developing the agricultural input markets in Tanzania.

In his opening address, he stressed that the agricultural sector is the biggest contributor to the national
economy, accounting for about 50% of the gross domestic product (GDP), 66% of foreign exchange earnings,
and employs about 80% of the total labour force. For the past five seasons, agriculture has been growing at
around 4.4%. This growth rate was higher than the population growth (of 2.9% - 2002 Census). However, for
agriculture to act as an engine of economic growth in the Tanzanian economy, it has to grow at about 11% per
annum. He informed the participants that Tanzaniais currently using approximately 7 kg of fertiliser nutrients
per hectare in comparison to an average of 16 kg/ha for the SADC countries, 16 kg/hain Malawi, 51 kg/hain
South Africa, 103 kg/hain India, 279 kg/hain China, 365 kg/ha in Vietham and 578 kg/ha in the Netherlands.
Therefore thereisaneed to increase fertiliser use in Tanzaniaif we have to increase agricultural production and
productivity. The fertiliser requirement in Tanzania was estimated at 385,000 tonnes for the 2004/2005 season.
However, with improved marketing and full participation of the private sector, fertiliser use could go up to
600,000 tonnes. The use of other agro-inputs and seed is also on the lower side.

In conclusion, the Permanent Secretary called upon workshop participants to take an active rolein review-
ing and refining the proposed action plan for the input marketing system (Attachment ).

2.0. SHORT REMARKSBY REPRESENTATIVE FROM USAID

The representative from USAID said that the USAID/Tanzania Country Strategic Plan 2005-2014 has now
been prepared. The plan focuses on areas that will have a wider impact on the community. It focuses on cash
crops in specia areas, such as the Southern Highlands. The purpose of the Economic Growth Strategic Objec-
tivewasto increase incomes of rural families by increasing their productivity, market access, and trade opportu-
nitiesfor selected agricultural commaodities. Inincreasing productivity, supply of inputsiscrucial. He concluded
his remarks by saying that the strategy is well positioned to play a strategic role in the overall effort to expand
market driven agricultural growth in Tanzaniato support the government in its strategic approaches and policy
areas viathe Poverty Reduction Strategic Plan (PRSP) and Agricultural Sector Development Strategy (ASDS).
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3.0. SHORT REMARKSBY THE REPRESENTATIVE FROM SASAKAWA AFRICAN
ASSOCIATION/GLOBAL 2000

The SasakawaAfricaAssociation representative highlighted the program and strategies that are undertaken
by his organisation and the linkages to the development of agricultural input markets in Tanzania. He also
underscored the need for linking inputs and output markets for improving productivity, economic growth, and
poverty reduction. He concluded his remarks by saying that, in order to increase production and productivity,
agricultural input should be delivered in atimely manner, should be affordable, and of recommended quantities
and qualities.

4.0. PRESENTATION OF THE PROPOSED ACTION PLAN

The Team Leader from IFDC highlighted the social economic challenges of food security, poverty allevia
tion, and environmental protection. Concern was raised with regard to cereal production decline in association
with low levels of fertiliser use and the role of agricultural inputsin solving some of these problems.

He elaborated on the functioning and performance of agricultural input markets, factors constraining its
performance, the potentials of the private sector in supplying inputsin areliable and cost effective manner and
suggestions to improve efficiency and effectiveness of input markets. An effective action plan should include
conducive and stable policies, devel oping human capital, access to finance, access and dissemination of market
information, and strengthening regulatory systems.

Other supportive measures he proposed included integration of regional markets, development of infra-
structure, technology transfer efforts, output market development, poverty alleviation, and safety nets. The
proposed action plan underscored the importance of commitment of both government and devel opment partners
in order to achieve the intended objectives.

50 COMMENTSBY WORKSHOP PARTICIPANTS

The draft action plan was discussed in the plenary session and the following comments were recorded:
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S/N

COMMENTS

Agricultural producers (particularly farmers) are not given their rights. We see increased
participation of nations, international organisations, and eminent people in the sector policy
discussions. What is hindering agricultural revolution?

Measures should be taken to ensure increased private sector participation in the agricultural
sector.

Why can’t we farmers have our own bank?

Why doesn’t the private sector participate fully in agriculture?

Agricultural sector stakeholders’ plans and proposals should be given priority. Instead of giving
us Food Aid, the international community should help Africa to produce its own food.

There is a need to accelerate irrigation development in Tanzania.

Profitability and marketability of agro output determine the sustainability and development of

input utilisation. Hence, there is a need to link this program with:

e Land use—profitable, socio-economic, and appropriate land use—focusing on local import
substitution agro-products (like rice, wheat, and cooking oil).

e Credit facilities to farmers and output marketing, and agro-processing should be improved.

e Market Information System should also include information about output markets at local,
regional, and international levels.

The proposed fertiliser subsidy by the government for the 2004/05 season is welcome but we need
immediate clarity on its timing and extent so as not to negatively affect the purpose it was
intended for.

We should address international constraints both on the side of outputs and inputs. Such issues as
international markets accessibility, etc. But importantly, the way international companies control
the supply of inputs through intellectual property rights, especially on the seed industry. All these
issues should be part of the analysis in order to get the intended results.

On decline in fertiliser consumption—Analyse more on demand side, e.g., low subsidy of 2000s
versus high subsidy of 1980s, output prices, changing agro-ecological systems.

On financing agricultural sector, it is important to use market-led solutions, e.g., guarantees.
Government banks are not sustainable. Note that the voucher scheme is good for targeting, but
comes with high administrative and transaction costs.

Stabilise farmer incomes through government intervention—by so doing, farmers will continue to
purchase fertilisers in a sustainable manner.

6.0. DISCUSSION GROUPS RECOMMENDATIONSAND COMMENTS

The workshop participants were divided into three discussion groups: fertiliser, seed, and crop protection

products. The groups’ deliberation results were presented in the plenary session as outlined below:

6.1 GROUPNo 1. FERTILISER

The group deliberated on policy, human capital development, transportation and infrastructure, finances,
regulatory systems, packaging and fertiliser market information systems and made the foll owing recommendations:

6.1.1 On Palicy I ssues
m Government policy uncertainty.

m Clear, consistent, long term agricultural (input) marketing policy is required (e.g., subsidy: countrywide?

refund? regional price?).
m Management of KR Il Fertilisers.
» Amount to be imported to reduce uncertainty.
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» Done in market friendly manner.

» Market in small lots to avoid distortions in the markets.

* Taxes and duties relief, but value added tax (VAT) on transport, wharfage, Tanzania Central Freight Bu-
reau (TCFB) fees, shore handling, and packaging materials.

* Tanzania I nspection Service Company (TISCAN) inspection fees (1.2%) on fertilisers be removed.

6.1.2 On Human Capital Issues
Deders skillsdevelopment.

m Creating more dealers network.

m Extension services capacity building.
m Develop interaction fora.

6.1.3 On Transportation | nfrastructure

m |nland logistics—road, rail (Tanzania-Zambia Raillway [TZR] and Tanzania Railway Corporation [TRC]),
and waterway’s.

Adequate and covered wagons (TAZARA and TRC).

New modalitiesto invest in public goods.

Prioritisation problems (western: exports to west, food aid, and fertiliser).

Emergence measures (air freight?).

6.1.4 On Access to Finance
m Guarantee schemes (importers and deder).
* 30% Trader, 30% Fund, 40% Bank.
* Fertiliser in warehouse becomes a collateral .
m Warehouse receipt systems (output markets).
m Commercia banks mandated to allocate funds to agriculture.

6.1.5 On Regulatory Systems
m |nstitute workable regulatory systems.
* Quality control.
e Truth in labeling.
* Weight controls.
* Overlapping regulatory bodies.
* TCFB, TISCAN, Tanzania Bureau of Standards (TBS).

6.1.6 On Packaging

m Small lots (to meet consumer needs and purchasing power).

m Doneto ensure no loss in quality.

m Forming importers and dealer associations (to bulk order, ensure quality and standards).

6.1.7 On Fertiliser Market Information Systems

m Provide adequate information on inputs and output markets.

Government should play aleading role but partnership with private sector is necessary.
Extension services improved.

Increase approved list of stockists (important in accessing finance).

Develop proper dissemination mechanisms.
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6.1.8 I ssues Raised

m Regional integrations on issues regarding inputs distribution.

m Legidation of Fertiliser: commented that we have the Fertilisers and Animal Foodstuffs Act, 1962; however,
it has not been in operation. Currently, MAFS is preparing the bill, which will review the Fertiliser and
Animal Feed Act.

6.2 GROUP 2: SEEDS
The group discussed the issues related to policy, seed production and marketing, and regulations.

6.2.1 On Palicies, Laws, and Regulations
The group said that policies, regulations, and laws are in place, but there isinadequate enforcement, lack of
capacity, lack of clarity, and therefore more public awareness is needed. Other observations included:

m Lack of knowledge by private sector of government policies, regulations, and laws for seed sub-sector.
m Lack of knowledge by government of private seed sub-sector constraints and operation modalities.
m Solutions to seed sub-sector constraints: government and private sector cooperation is needed.

6.2.2 On Breeder and Foundation Seed Production
m Government-based pricing.
m Low level of private sector interest in foundation seed production.
* Seed production at Breeder and Foundation levels remain with government.
m Review of this production sector is needed.

6.2.3 On Commercial Seed Production and Marketing
m Strength of local companies.
* Lacks capacity.
* Lacks breadth.
» Needs |leadership, strategies for development.
m Deliberate effort needed to support the local private sector.
m Public/private partnership should be established.

6.2.4 On Seed Certification and Control

m Traditional system of seed variety release needs review and “ streamlining.”
* Testing—qreater distribution of labs (more of them and placed closer to seed sources).

m Government workers that oversee this program need funds (industry sourced) for operations and incentives
to improve performance.
» Training of District Extension Officers to become seed inspectors.

6.2.5 On Other Issues
m Regiona Cooperation and Trade.
* Private sector better suited to initiate activities.
» Government policy needs to support private sector in this area.
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6.3 GROUP 3: CROP PROTECTION PRODUCTS
The group analysed the constraints and gave the following recommendations:

Constraints Recommendations
Weak Agrochemical Association of - Importers and dealers should not be forced to join the AAT, but they
Tanzania (AAT) should be sensitised about the value of being members.

Weak market information

- Infpormation should be categorised according to provide stakeholder

group specific information.

- Improve the Farmer’s Gazette to include information on the CPP
market.

- Produce information leaflets and distribute them to the districts

- Need to make the regulatory framework simple and implementable.

- Speed up the revision of the existing laws (Plant Protection Act [PPA]
and Tropical Pesticides Research Institute [TPRI]) in order to reduce
the time required for registration.

- The duties of COTECNA and TPRI need to be published and made
available to stakeholders.

- More information is needed with respect to removing duties in order
to identify the winners and the losers in order to come up with a
specific recommendation.

- Accreditation of inspectorate responsibilities to other institutions by
TPRI.

Cumbersome and weakly enforced
regulatory framework

Lack of clarity about the functions of
COTECNA and TPRI in the CPP industry
Duty on packaging for CPPs, which
increases the price for farmers (VAT
20%)

Due to limited human and financial
resources TPRI is unable to monitor and
enforce regulations

Lack of farmer knowledge about the

- TPRI, MAFS, and importers should collaborate to provide training to

correct use and handling of CPPs farmers.
Some farmers are using outdated - Harmonise CPP policies and regulations in the East African
formulations whereas new formulations community.

may be obtained from neighbouring
countries

Overall recommendation: After this national agricultural-input stakeholder consultative meeting, thereis a
need to hold a CPP-specific stakeholder consultative meeting.

7.0 CLOSING REMARKSBY THE PERMANENT SECRETARY FOR THE MINISTRY OF
COOPERATIVESAND MARKETING

During the closing ceremony, the Permanent Secretary of the Ministry of Cooperatives and Marketing re-
minded the participants of the low levels of agricultural inputs use as earlier elaborated by the PSSMAFS during
the opening speech. He reminded the participants that as the population of Tanzania grows so will the require-
ment for more food. As income grows, demand for high value agricultural produce such as fish, meat, dairy
products, fruits, and vegetables will also grow. Increasing farmers' incomes therefore would be a priority in
order to meet these challenges/demands.

He informed the workshop that the government has instituted measures aimed at promoting agricultural
inputs’ use. These measuresinclude abolition of dutieson agricultural inputs and machineries, providing fertiliser
subsidies, and establishment of the agricultural input trust fund. On the output side, he informed the participants
that government has introduced an export credit guarantee scheme and enforced the cap of 5% of the local
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government levies charged on farm produce. The government is also in the process of finalising the preparation
of an Agricultural Marketing Policy, which will guide marketing of agricultural inputs and outputs in the coun-
try. He further called on the private sector to be proactive in taking up the challenges in devel oping agricultural
input markets. He promised government interventionsin case of market failures. Fostering public-private part-
nership is an important government policy (Attachment I1).
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Attachment |

THE OPENING ADDRESSBY THE PERMANENT SECRETARY FOR THE MINISTRY OF
AGRICULTUREAND FOOD SECURITY

PRESENTED AT THE STAKEHOLDERS WORKSHOP ON DEVBELOPMENT OF
AGRICULTURAL INPUT MARKETSIN TANZANIA, HELD ON AUGUST 26, 2004 AT ROYAL
PALM HOTEL, DAR ESSALAAM

Permanent Secretary—Ministry of Cooperatives and Marketing
Coordinator for IFDC, Dr. Balu Bumb

Representatives from Donor Organisations

Regional Administrative Secretaries

Representatives from Farmers Associations

Agricultural Inputs Dealers

Distinguished Guests

Ladies and Gentlemen

1. Dear participants, | feel greatly honoured to address thisimportant Workshop. | sincerely thank all you distin-
guished participants for allocating your precioustime for this workshop. Your attendance is a clear testimony of
your concern and firm commitment to the devel opment of agriculturein Tanzania. Furthermore, on behalf of the
Government of the United Republic of Tanzania, we do extend our appreciation and thanks to USAID and the
Sasakawa-Global 2000 (SG 2000) for sponsoring the preparation of the draft Action Plan for Developing Agri-
cultura Input Marketsin Tanzania, which will betabled and discussed in thisworkshop. | also wish to recognise
the excellent work and dedication by the experts from IFDC who in collaboration with the national experts,
under the able leadership of Dr. Balu Bumb, prepared the draft action plan.

2. Dear participants, agriculture is the biggest contributor to the economy of Tanzania. Agriculture contributes
about 50% of the GDP, about 66% of foreign exchange earnings, and employs about 80% of the total work force
inthe country. Over the last five yearsthe agricultural sector grew at an average rate of 4.4% per annum. In 1999
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the sector grew at 4.1%, in 2000 3.4%, in 2001 5.5%, in 2002 5.0% and in year 2003 by 4.0%. This growth rate
is higher than the popul ation growth rate of 2.9% (2002 Census). However, given the importance of agriculture
in the growth of the economy, food security, and poverty reduction, it must grow by at least 11% per annum if
poverty reduction isto berealised. Thisrate of growth will be achieved if farmerswill be ableto access adequate
agricultural inputs, farm implements, agricultural markets, and other support services. In recent years, the gov-
ernment has embarked on putting in place conducive policies and strategies with a view of ensuring effective
exploitation of the country’s abundant agricultural potentials. This includes the removal of taxes and duties on
agricultural produce and inputs.

3. Dear participants, the current levels of agricultural growth are attributed to low productivity resulting from
inadequate utilisation of production inputs—particularly fertilisers, improved seeds and plant protection prod-
ucts and low levels of mechanisation. About 70% of the land is prepared by using hand hoes; this limits the
average size of the farmsto between 0.2 and 2 ha. Use of draught power is estimated to be about 20% and use of
tractorsis about 10%.

4. Dear participants, this workshop is taking place at the time when our country has just started implementing
the Agricultural Sector Development Strategy (ASDS) of year 2001 and its implementation programme—the
Agricultural Sector Development Programme (ASDP) of 2002. The Programme aims at helping producers in-
crease agricultural productivity, production, and profitability. However, it should be noted that improved mar-
keting and timely availability of agricultural inputs—particularly fertilisers, improved seeds, implements, and
machinery—are key to the successful implementation of the ASDP.

5. Dear participants, the study conducted by the Ministry of Agriculture and Food Security in collaboration with
experts from IFDC further confirmed that there is a considerable depletion of plant nutrients in the soil as a
result of both crops harvested and crop residues removal. The excessive removal of nutrients (currently esti-
mated at 60 kg/ha) can be reversed by proper use of fertilisers. Currently, Tanzania uses about 7 kg/ha of
fertilisers compared with 16 kg/hain Malawi, South Africa51 kg/ha, India 103 kg/ha, China 279 kg/ha, Vietnam
365 kg/ha, and The Netherlands 578 kg/ha. The average fertiliser usein the SADC region is currently 16 kg/ha
plant nutrients. Fertiliser and other inputs usage in Tanzania could beincreased if agricultural input marketingis
improved.

6. Dear participants, currently, the agricultural input marketsin our country are underdevel oped and fragmented.
Consequently, the markets are characterised by inadequate and untimely supply, high prices, poor quality and
inaccessibility to input credit. Most of the agricultural inputs used in Tanzania are imported. Currently, the
country imports an average of about 100,000 tonnes of fertilisers annually. The fertiliser requirement for the
2004/05 season is estimated at 385,000 tonnes. This estimate is based on the trend of fertiliser use mainly in
some crops. However, with an improved marketing system and devel opment of the private sector dealers, fertiliser
use in the country could increase to 600,000 tonnes per annum.
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7. Dear participants, low farm productivity isfurther exacerbated by low use of improved seed and plant protec-
tion products. The potential demand for the improved seeds is about 120,000 tonnes per annum. However, the
average annual supply for the past four years (1994/95-2003/04) has been 10,000 tonnes. The amount of im-
proved seeds used by farmersis estimated to be 8,000 tonnes. The current government policy isto encouragethe
private sector to invest in the production and distribution of seeds in the country. With regard to agricultural
chemicals, the annual demand for the past 2 years has been 4.0 million litres of liquid formulations and 21,000
tonnes solid formulations. Whilethe average availability isabout 2.1 million litres and 6,000 tonnes respectively.

8. The government is actively addressing the agricultural input availability issues in collaboration with the
stakeholders. In recent years there has been intensive dialogue and collaboration between the government and
the private sector that deal or tradein agricultural inputs. Policies and other related i ssues that enhance a condu-
cive environment for private sector participation have been discussed, and this has led to the removal of taxes
and duties on agricultura inputs. Additionally, the government has established the Agricultural Inputs Trust
Fund to avail credit to the private sector and islooking into the formation of an Agricultural Credit Bank for the
private sector to access credit. Thisis yet another initiative, which will support these efforts.

Dear participants, in conclusion, | would like to underscore the fact that accessibility of production inputs to
farmers is vital for the realisation of rapid agricultural growth. Nonetheless, we haven't as yet developed a
properly functioning agricultural input marketing system in Tanzania. We have invited you to this workshop
based on your rich experience in agriculture and rural development in general. | am sure you will actively
participate in reviewing the draft action plan in order to come up with arefined and pragmatic Action Plan for
Developing Agricultural Input Marketsin Tanzania. | expect that your deliberations would lead to the establish-
ment of an efficient agricultural input market to ensure that farmers get access to necessary inputs at cost
effective prices, on time, and at convenient locations.

I now declare this workshop officially opened.

Thank you.



Attachment |1

Closing Remarksby Dr. Ladislaus C. Komba, Per manent Secretary for the Ministry of
Cooperativesand Marketing at the National Stakeholder s Workshop on Developing
Agricultural Input Marketsin Tanzania at
Royal Palm Hotel, Dar es Salaam, August 26, 2004

Mr. Wilfred Ngirwa, The Permanent Secretary—Ministry of Agriculture and Food Security and also the
Chairman of this Workshop

Dr. Balu Bumb, The Coordinator — IFDC
Representatives from Donor Community
Regional Administrative Secretaries
Representatives from Farmers Associations
Agricultural Input Dealers

Distinguished Guests

Ladies and Gentlemen

Mr. Chairman, May | take this opportunity to thank workshop organisers for giving me an opportunity to say
closing remarks at thisimportant event. Let me also take this opportunity to recognise the efforts made by IFDC
in collaboration with the Ministry of Agriculture and Food Security for organising this workshop.

Mr. Chairman, | have been informed that this workshop is being organised from the premise that agricultural
productivity is declining. To a great extent, this has been due to decreased use of superior production technol o-
giesand, moreimportantly, low use of fertilisers, seeds, and CPPs. Tanzaniausesrelatively lower levels of these
inputs compared with the regional average. For example, fertiliser use stands at 7 kg/ha of nutrients against the
average of 16 kg/hain the SADC region; use of crop protection products is estimated to be about 6,000 tonnes
of sold products against the requirement of 21,000 tonnes. On the whole, low agricultural productivity resulting
from the failure to use adequate amounts of these inputs threatens the achievement of poverty aleviation and
food security as well as environmental protection objectives.

Mr. Chairman, | have been made to understand that this workshop aims at developing an action plan on im-
proving agricultural input markets. There are many reasons why agricultural input markets are important in the
overall agricultural development strategy. In the first place isthe fact that the growing population will require a
commensurate growth in agricultural production to provide food. As incomes grow, demand for high value
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agricultural products such asfish, meat, dairy, fruits, and vegetables also grows. Betterment of the road network
has also meant more interactions between traders and producers and more likelihood of increased vulnerability
of theless powerful farmers. The facts are that the magjority of the poor are located in rural areas and that farmers
are poorer than non-farmers. This means that getting the majority of the rural people out of poverty requires
deliberate efforts to increase incomes. Rural farmers need well-functioning agricultural (inputs) markets to
increase income. Thus, it goes without saying that improvement in agricultural input markets has an important
roleof increasing agricultural productivity that will in turn increaseincomes, alleviate poverty and enhance food
security.

Mr. Chairman, the workshop has shown that regulatory systems for seeds and crop protection products do
exist. Fertilisers do not have adequate regul atory systems despite the existence of some provisionsin other areas
that could cater for fertilisers (Tanzania Bureau of Standards Provisions, Weights and Measures Act, etc.). On
the whole, there is a need to develop adequate regulatory systems that will aid the development of sustainable
agricultural input markets and thus enhance agricultural input use.

Mr. Chairman, | am informed that stakeholders in this workshop have generally agreed that thereis aneed for
creating an enabling environment for the agricultural inputs markets to function. This would entail effort to
improve the policy environment, regulatory systems, transportation infrastructure, and access to finance and
market information systems. On the other hand, | am glad to inform you that the government has instituted a
number of measures aimed at promoting agricultural input use. These measures have included abolition of
duties on agricultural inputs and machineries and also providing fertiliser subsidies. An agricultural input trust
fund has aso been established. On the output side, the government has introduced an export credit guarantee
scheme and plansto enforce the cap of 5% of the local government levies charged on farm produce. The govern-
ment is al'so in the process of finalising the preparation of the agricultural marketing policy, which will guide
marketing of agricultural inputs and outputs in the country.

Mr. Chairman, thisworkshop provides an impetus to the development of agricultura input markets. A number
of issues have been raised during this workshop. | strongly believe that these will help the team of experts to
sharpen the draft action plan that was earlier put forward so asto produce arealistic Action Planin Agricultural
Input Marketsthat will enhance ajudicious use of agricultural inputs. A holistic approach will be necessary. The
private sector must take up the challenges in devel oping agricultural input markets because the devel opment of
the agricultural sector in this country is private sector led. However, some issues will require government inter-
vention due to market failures. | would like to assure workshop participants that the government will do what-
ever possibleto ensurethat the environment is conducive for the private sector to take its position in agricultural
development. Fostering public-private partnership is an important government policy.

Mr. Chairman, once again, | would like to take this opportunity to thank all of you for alocating your precious
time and effort and actively participating in thisworkshop. | would also like to take this opportunity to thank the
Ministry of Agriculture and Food Security, IFDC, and Sasakawa-Global 2000 for organising thisworkshop. Last
but not least, my sincere gratitude goes to USAID for supporting and funding thisinitiative.

Mr. Chairman, having said al this, | now declare this workshop officially closed. Thank you very much for
your attention.
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Annex |1
An Assessment of the Fertilizer Market







An Assessment of the Fertilizer Market

Since 1994/95 the fertilizer market in Tanzania
stands fully liberalized with the subsidies withdrawn.
Any company or individual registered with the Tanza-
nia Revenue Authority is free to import fertilizers and
market and distribute them anywhere in the country
with full freedom to set prices. Despite liberalization,
the fertilizer market in Tanzania is still struggling to
grow and fertilizer consumption (at lessthan 10 kg to-
tal nutrients per hectare) is very low when compared
with the world average of 100 kg/haand the Asian av-
erage of 150 kg/ha. While fertilizer consumption has
taken off in several countriesin the world and particu-
larly in Asiain the devel oping world, this has not hap-
pened in Tanzania. There are several reasons for this.
Some of the main reasons are discussed in this annex.

Fertilizer Consumption

Fertilizer consumption in Tanzania over the past
12 years has decreased as shown in Figure I1.1. Ac-
cording to FAO data, fertilizer consumption reached a
peak in 1990/91, when about 50,000 nutrient tons (N,
P,Os, and Kzo),
equivalent to about

contrast to over 140 kg nutrients per hectare of arable
land in ayear in Bangladesh, about 130 kg in Pakistan,
over 100 kg in India, and about 80 kg in Indonesia, the
use in Tanzania at less than 10 kg/hais till very low.
Thisindicatesthat over the years there has been a seri-
ous depletion of crop nutrients from the soil without
adequate replenishment. If this situation continues, soil
infertility could become amajor issuein many areasin
Tanzania.

Demand for Fertilizers

According to FAO data, the population in Tanza-
nia has been growing rapidly since 1961 from a total
of 10.5 million to over three times that number (36
million) in 2001 at an annual growth rate of 3.1%. The
food production in Tanzania in terms of total cereals
for this period has been growing as shown in Table
.1,

While the growth rate of food production has been
dlightly faster (3.4%) than the growth in population,
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Figurell.2. Fertilizer Consumption in Tanzania in Comparison With
Selected Developing Countries, 1991/92 to 2000/01

als there are a number of
cash cropsthat aregrownin
Tanzania such as cashew,
coffee, cotton, pyrethrum,
tea, tobacco, sisal, and sug-
arcane (Tablell.3). Thereis
also considerable produc-
tion of tomatoes, potatoes,
onions, and bananas. The

Tablell.1. Tanzania: Cereal Production (1961 and 2001)

potential demand for fertil-
izers for al these crops is
about threeto four timesthe
present use of about 120,000
product tons. The proper
and balanced use of fertiliz-

Year Area Production Yield ers, among other factors,

(million ha) | (million tons) (tons/ha) will be crucial to attain im-
1961 1.2 1.1 1.0 proved yields and quality.
2001 2.8 4.2 1.5

Source: Based on FAO data.

Based on MAFSdataon
fertilizer consumption, urea
accounts for 29.2%; AS for

this has been attained more due to an increase in the
areacultivated (1.6 million haadditional area, increas-
ing at 2.1%/year) than due to increase in yields that
have grown by only 1%/year during this period. The
increasein areawas brought about with the clearing of
forestland; this has serious consequences that can lead
to environmental problems. Therefore, thereis aneed
to increase crop yields per hectare to feed the growing
population. Table 1.2 shows the area, production, and
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21.4%; CAN for 16.1%;
NPKs 6-20-18 and 101824 for 19.1%; DAP for 5.5%;
and TSP, MOP, and other NPK sfor the balance of 8.7%
of the consumption during 1994/95-2002/03 (Table
I1.4). MAFS estimated that the demand in 2003/04
would be about 185,000 tons® of all products with de-
mand for urea (80,000 tons) at 43% of thetotal asshown
inTablell.5. According to thisestimate, Iringa (16.9%),

9Actual fertilizer consumption in 2003/04 was 92,000 tons.



TableI1.2. Tanzania Food Crop Production (1990 and 2002)

Tanzania Cereal Production

1990 2002
Area Production | Yield Area Production | Yield
(’000 ha) | (000 tons) | (tons/ha) | (’000 ha) | (’000 tons) | (tons/ha)
Maize 1,630 2,440 1.5 1,580 2,700 1.7
Sorghum 380 464 1.2 610 700 1.1
Rice 384 744 1.9 401 514 1.3
Millets 178 200 1.1 250 300 1.2
Wheat 52 106 2.0 60 77 1.3
All cereals 2,629 3,960 1.5 2,853 4,147 1.5

Note: Cereals may not total since other small production not taken into consideration and also

due to rounding.
Source: FAO.

Table11.3. Production of Major Cash Cropsin Tanzania (1981/82 to 2002/03)

Year Cashew | Coffee | Cotton | Pyrethrum | Tea | Tobacco | Sisal | Sugar
(’000 tons)

1981/82 443 55 133.1 1.9 15.5 16.2 60.6 1243
1982/83 32.6 53.5 128.2 1.6 17.4 13.6 46.2 104.8
1983/84 47.6 49.1 140.7 1.4 15.3 11 383 131.5
1984/85 32,5 49 155.1 1.5 16.8 13.4 323 108.5
1985/86 20.5 52.8 108.2 1.4 15.5 12.6 30.2 100.3
1986/87 16.5 41.5 216.9 1.2 14.1 16.5 33.2 94.9
1987/88 24.3 49.1 253.7 1.4 13.8 12.9 333 101.3
1988/89 19.3 57.8 191.7 1.3 159 11.6 333 96.2
1989/90 17.0 53.4 112.5 1.6 20.2 11.8 322 95.7
1990/91 29.8 44.8 141.0 1.7 18.1 16.4 33.7 116.1
1991/92 41.2 48.0 267.0 2.2 19.5 233 36.0 1114
1992/93 39.2 50.6 300.2 2.0 21.0 233 243 113.0
1993/94 46.6 34.2 140.0 0.5 223 25.8 29.6 123.7
1994/95 63.4 42.5 1223 0.5 253 22.6 28.9 104.1
1995/96 81.7 52.4 250.2 0.4 21.2 28.4 25.0 116.3
1996/97 63.0 43.6 252.9 0.4 19.8 354 30.0 116.1
1997/98 99.9 38.0 208.2 0.4 26.2 50.3 15.3 79.9
1998/99 106.4 40.6 105.4 0.1 25.0 37.8 24.0 1134
1999/00 121.2 47.8 100.6 1.0 23.6 24.7 20.6 116.9
2000/01 1223 58.1 123.6 1.85 26.4 28.0 20.5 135.5
2001/02 67.4 36.2 149.1 3.5 26.8 31.7 23.5 164.0
2002/03 90.0 46.6 190.1 3.0 28.0 32.7 23.6 190.1

Source; MAFS Statistics Unit.
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TableI1.4. Tanzania Fertilizer Consumption (1994/95 to 2002/03)

Types 1994/95 | 1995/96 | 1996/96 | 1997/98 | 1998/99 | 1999/2000 | 2000/01 | 2001/02 | 2002/03 | Total
AS 18,016 | 31,923 | 20,524 22,431 | 15369 | 11,040 11,905 | 12,674 | 12,600 | 156,482
CAN 20,971 | 10,058 | 14,779 9,892 9,134 | 15,460 8,149 | 16,455 | 12,577 | 117475
UREA 25,680 | 35,327 2,114 28,756 | 14,758 | 18,390 27,293 | 30,379 | 30,334 | 213,031
TSP 7,115 2,464 2,342 2,134 2,913 3,731 3,566 3,504 309 | 28,078
DAP 2,444 4,058 2,594 3,441 3,949 4,035 3,576 8,242 6,515 | 38,854
NPK 1
(25-5-5) 7,493 558 1,300 388 204 2,002 78 2,028 186 | 14,237
NPK2
(20-10-10) 0 48 485 3,544 1,470 2,004 4,517 1,003 264 | 13,335
NPK3
(6-10-18
and
10-18-24) 8,760 | 23,001 19,841 38,825 | 13,187 | 10,508 10,228 3976 | 11,725 | 140,051
NPK4 0 1,113 257 512 0 0 0 0 0 1,882
MOP 824 1,018 475 630 33 174 0 685 2,498 3,183
Others 0 0 0 1,940 272 0 1,228 1,990 549 3,767
Total 91,303 | 109,568 | 64,711 | 106,493 | 61,289 | 67,344 70,540 | 80,936 | 77,557 | 730,375

Source: MAFS Inputs Section.
TableI1.5. Fertilizer Demand Estimates by Type and Region, Tanzania (2003/04)
DAP
. TSP 18N

Region/ AS CAN UREA (46% (46% NPK NPK NPK

Type Q1%N) | (26%N) | (46%N) | P,05) P,05) | (25:05:05) | (20:10:10) | (6:20:18) | MOP/SOP | Total
Arusha 300 200 5,500 500 2,050 0 300 300 0 9,150
DSM/Pwani 0 300 2,500 100 400 0 0 400 100 3,800
Dodoma 0 0 400 100 100 0 0 300 0 900
Tringa 600 3,000 11,950 | 5,400 5,500 1,000 0 3,500 500 31,450
Kagera 0 0 550 300 100 0 100 250 0 1300
Kilimanjaro 500 200 6,500 400 700 550 600 600 0 10,050
Lindi 0 0 500 100 100 0 0 200 0 900
Manyara 0 200 2,500 500 1,400 0 200 0 0 4,800
Mara 0 0 700 200 100 0 100 0 0 1,100
Mbeya 700 2,800 11,250 | 4,600 3,500 700 1,400 4,000 200 29,150
Kigoma 0 100 1,100 | 1,200 100 0 100 100 0 2,700
Morogoro 500 300 5,900 200 2,000 550 400 500 0 10,350
Mtwara 0 0 500 100 250 0 0 0 0 850
Mwanza 500 150 4,000 | 1,200 1,250 0 0 0 0 7,100
Rukwa 1,000 100 6,500 [ 1,500 3,700 200 200 2,000 0 15,200
Ruvuma 1,500 1,750 9,100 [ 2,100 4,800 400 500 3,200 100 23,450
Singida 0 0 600 100 150 0 300 1,000 0 2,150
Shinyanga 100 400 4,000 600 2,500 0 0 500 0 8,100
Tabora 700 500 5,200 800 900 0 0 | 12,950 0 21,050
Tanga 100 0 750 0 400 100 300 200 100 1950
Total 6,500 | 10,000 80,000 | 20,000 | 30,000 3,500 4,500 | 30,000 1,000 185,500

Source: MAFS Inputs Section.
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Mbeya (15.7%), Ruvuma
(12.6%), Tabora (11.3%), and
Rukva (8.2%) arethe“big five”
regionsin fertilizer consumption
and in food and tobacco produc-
tionin Tanzania. Theremaining
15 regions account for the
35.3% balance of the demand.
Five other regions of these 15
regionswith significant demand
are Morogoro (5.6%),
Kilimanjaro (5.4%), Arusha
(4.9%), Shinyanga (4.4%), and
Mwanza (3.8%).

Fertilizer Supplies

Since the Tanzania Fertil-
izer Company (TFC) plant in
Tanga stopped production in
1991 (Figure 11.3), all fertilizer
requirements are met by imports
(Figure 11.4). There are a num-
ber of fertilizer importers—one
in the public sector, TFC, and a
few intheprivate sector like Pre-
mium Agro Chemicals, Export
Trading Company, Shivlal Tank
Company (STACO), Kibo Trad-
ers, Mohammed Enterprises,
and othersincluding the two to-
bacco companies. Between them
they import and supply to the
market 100,000-120,000 tons of
fertilizers—mainly urea, NPKs
(201010, 10-18-24, 17-17-17),
CAN, AS, DAPR, and TSP. Table
[1.6 indicates the estimated im-
portsin 2003.

Fertilizer Enterprises
Tanzania Fertilizer Com-
pany—TFC is the only public-
sector company and is 100%
owned by the government. It had
amonopoly positioninthe mar-
ket until 1994; prior to that, it
handled the marketing of all the
imports (including the KR [1)
and the product manufactured at
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Figurell.3. Tanzania Fertilizer Production, 1972 to 1991
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Figurell.4. Tanzania Fertilizer Imports, 1991 to 2001
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TableI1.6. Estimates of Fertilizer Imports, Tanzania (2003)

Organization Quantity
(tons)

Premium Agro Chemicals (PAC) 70,000
Tanzania Fertilizer Company (TFC) 12,000
Dimon Tobacco 10,000
Tanzania Leaf Tobacco Company (TLTC) 10,000
Shivlal Tank Company (STACO) 8,000
Export Trading 6,000
Kibo Trading and Services 4,000
Mohammed Enterprises 4,000
Balton 3,000
Suba Agro-Trading and Engineering Company (SATEC) 2,000
Mupkar 1,000
Others 5,000
Total 135,000

Source: Based on information gathered during field visits.

Tanga. The blending plant at Tanga, which was estab-
lished in 1972 based on imported material, ceased op-
erations in 1991. TFC warehouse storage capacity at
that time was about 140,000 tons, both owned and
leased, and TFC had about 800 employees operating
with subsidies and financia assistance from the gov-
ernment until these were withdrawn in 1994/95. Since
then it has had to compete with companies in the pri-
vate sector. TFC has shrunk and now operates with 40
employees. TFC estimates that there is an effective
demand in the market for fertilizers of about 120,000
product tons, although the potential demand could be
more than 400,000 product tons. Of the actual consump-
tioninthemarket, the TFC shareisapproximately 18%-
20%. The Tanga factory has been sold. The marketing
operations (with about 70,000 tons of warehouse ca
pacity and afew vehicles asthe only assets) have been
earmarked for privatization since 1996 but thereare no
buyers. To generate income, TFC has been leasing out
thewarehousesin Iringa, Mbeya, and Songea (10,000-
ton capacity each), and at Tabora (30,000-ton capac-
ity; 50% of which isleased to the tobacco companies).
The commercia banks do not advance loans to TFC
because of the substantial osses carried forward. TFC
has therefore been making efforts to obtain suppliers

credit and last year imported 2,500 tons of product in
this manner. TFC's breakeven point is sale of 15,000
tons and this has been difficult to attain. TFC feelsthat
the market has not grown dueto the following reasons:

 Agricultural output does not fetch good prices.
Farmers seem satisfied with the yields they obtain
using natural material.

Maize is not produced commercially in Tanzania.
Long distances are involved from the point of im-
ports (or manufacture in the past).

Until recently, maize could not be exported.

Sincethe KR Il imports camelatein 2003, and the
market had been waiting for these imports (that for the
past few years had been auctioned in the open market),
availability of ureaand CAN for topdressing was low
and there were several complaints from the farmers.
The government overreacted to this and decided to
avoid asimilar situation in 2004 by arranging the im-
ports of 8,000-10,000 tonsthrough TFC and supplying
this at subsidized (transportation subsidies) prices in
the “four big” (agriculturally important) regions of
Mbeya, Iringa, Rukuma, and Rukva. TFC was provided
Tanzanian Shillings 3.5 billion in November 2003 to
arrange these imports. In addition, TFC was hoping to



get supplierscreditsfor 10,000-15,000 tons of ureaand
3,500 tons of CAN by providing suppliers with alien
on stocks.!® TFC sales for 2001 and 2002 are shown in

Tablell.7.

Tablel1.8. Estimated Cost of Urea Importsin
Tanzania (2003)

Line Items $/ton
f.o.b. Middle East 170.00
Ocean freight 15.00
Tablel1.7. Fertilizer Sales by Tanzania Fertilizer c. & f. Dar es Salaam 185.00
Company (TFC) (2001 and 2002) Wharfage 1.6% c. & f. 2.96
Port handling 4.00
Bags and bagging 8.50
Products 2001 2002 20% VAT on wharfage, bagging, and handling 3.09
AS L1075 | 255483 ggFT?agf\?jxg pre-shipment nspections 1.2% £ g.(z)g
: pre-shipment inspections 1.2% f.o0.b. .
CAN 2.23 TBS charge 0.2% c. & f. 0.37
Urea 4,813.40 2,188.65 Transport port to warechouse in Dar es Salaam 3.50
NPK 25:5:5 10.00 3.03 Landed cost Dar es Salaam warehouse
NPK 6:20:18, 10:20:20 3,247.73 56.40 or $11 per 50-kg bag Equivalent to 209.66
TSP 38.70 38.70 Tanzanian Shillings 11,000 per 50-kg bag
DAP 17.57 - Source: Based on information gathered during field visits.
Total 10,878.38 4,821.61
Source: TFC.

Premium Agro Chemicals (PAC)—PAC, a pri-
vate sector organization, is the largest fertilizer com-
pany in Tanzania. It started a few years ago and by
1998/99 it was importing and marketing about 15,000
tons of fertilizers. In 2003 PAC had imported about
70,000 product tons of fertilizers mainly from Norsk
Hydro, Kemira, Transammonia, and other international
suppliers. Product camefrom Europe, the Middle East,
and Russia through international letters of credit es-
tablished through Standard Chartered, Exim, National
Bank of Commerce, and CRDB banks. There are no
import duties on fertilizers. Estimates of other costs
and charges on imports are shown in Table 11.8.

According to PAC, its market share is about 60%-
70%. 1t marketsthe product through anetwork of about
300 dealers (including sub-dealers) and operates four
warehouses in the field at Makambako (600 tons),
Njombe (2,000 tons), Mbeya (5,000 tons), and Songea
(3,000tons) inaddition to itslarge excellent warehouses
(one owned and one rented) in Dar es Salaam with a
total capacity of about 50,000 tons (10,000 m?). PAC
offersquality product with guaranteed quantity at com-

10During 2004/05, TFC has been able to borrow funds from
commercial banks by using imported fertilizers aswarehouse
collateral.
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petitive pricesin the market. All bags are marked with
the PAC logo and bags containing different products
have distinct identification colors. It offers product in
50-kg and 25-kg bags according to the market require-
ments. PAC isnot in aposition to offer agronomic ser-
vices and advice to the farmers, but offers short-term
credit (15 days) to afew of itslarger reliable dealersin
the provinces. PAC dedls only in fertilizers and also
sellsto Zambiafrom its Mbeya regional operations. It
enjoys a good reputation with the dealers in Tanzania
and also with the importersin Zambia as reliable sup-
pliers of competitively priced good quality products.

Other Importers—STACO, Export Trading,
Mohammed Enterprises, Kibo Traders, Balton, Suba
Agro Trading and Engineering Company (SATEC), and
Mukpar are other companies in the private sector that
have beenimporting fertilizersthrough Dar es Salaam,
Mombasa, and Nairobi sourced through Norsk Hydro
and other international producing and trading compa-
nies. Their combined imports are estimated at about
25,000 tons.** A few of them also purchaselocally from
Premium Agro Chemicals. Unlike PAC, these compa-
nies deal in several other commodities and consumer
goodsin addition to fertilizers. A few of them are also

11See Table 11.6 for details.



involved in the marketing of seed and agro-chemicals.
Many of these companieslike Balton, Mohammed En-
terprises, and STACO have anumber of brancheswith
storage capacities, agents, dedlers, and sub-dealersin
the provinces.

Tobacco Companies—The two tobacco compa-
nies, Dimon and Tanzania Leaf Tobacco Company
(TLTC), aso import fertilizers. Between them they
import about 20,000 tons every year. The productsim-
ported are NPKs (10-18-24, 6-20-18) and CAN for
topdressing. The fertilizers are given to contract to-
bacco-growing farmers on credit with payment recov-
ered at harvest time. The recommended doseis 10 bags
of NPKsand 2Y2bags of CAN per hectare. Agrochemi-
cals are also provided to the farmers on need basis ob-
tained from the importers in Tanzania. The Tobacco
Association of Tanzanialooks after the agronomic op-
erations including research, testing, and trials; the in-
dividual companies support their farmer customers by
having trained leaf technicians available in the field.

The Tanganyika Farmers Association—TFA
(registered as alimited company in Tanzania) was one
of the principal marketing agents of TFC before de-
regulation, distributing fertilizers with subsidy rang-
ing from a highest of 85% at onetime down to 25%in
later years. TFA feels that there is not much of an ef-
fective demand for fertilizers since farm gate prices of
outputs are low and fertilizer prices are high. The KR
Il imports in the initial years caused serious market
distortions. Subsequent auctionsof KR |1 material also
have not been timely. TFA therefore did not participate
and bought material from the successful bidders at re-
tail prices. TFA had no plans to import fertilizers in
2004 becauseit wasknown in the market that TFC was
promised funds to import and market (at subsidized
prices) about 8,000-10,000 tons of fertilizers for the
2003/04 season. TFA has 13 depots with storage space
of 1,000-4,000 m2. It also has 14 sub-depots with ad-
equate staff to take care of retail sales. Inall they have
5,000 farmer memberswho have been provided inputs
procured by TFA on seasonal credit since 1969/70. In
addition, TFA has also been selling inputs (seed, fertil-
izer, and CPPs) to the non-member farmers against cash
payments. At one stage TFA was a so purchasing out-
puts, but is now restricting itself to the supply of in-
puts. TFA sales have been declining, and thisyear, 90%
of the sales were accounted for by agrochemicals (in-
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secticides, fungicides, and herbicides) and a small
amount of local rock phosphate. In the past these agro-
chemicals were imported by TFA, but are now bought
locally from Twiga, Balton, and others. The employ-
ees at al TFA depots and sub-depots have been ad-
equately trained in the past in house by TPRI and
MAFS.

Indigenous Products

Phosphate Rock—The Minjingu Rock Phosphate
(MRP) deposits containing 28%-30% P,Os are esti-
mated at 10 million tons. Besides the P,Os contents,
other percentage contents of therock are: CaO (41.7%),
SO, (9.4%), MgO (3.2%), Fluorine (3.1%), and Al,O5
(1.2%). It isreported that MRP has high val ues of total
P,Os and neutral ammonium citrate solubility and is
therefore used for direct application. Since it sellsre-
tail for about Tanzanian Shillings (Tsh) 5,000-7,000
per 50-kg bag, it is promoted as a cheaper source of
P,Os compared with DAP or TSP. Although the pro-
duction capacity of the mineis 100,000 tpy, only about
10,000-12,000 tons is produced and sold with about
7,000 tons of thisbeing exported to Kenyaand the bal-
ance being used in the country. The production facili-
ties were privatized, and the operations are now man-
aged by a company in the private sector. There is no
aggressive market devel opment effort by thiscompany
although most of the research centers make efforts to
promote M RP not only as a source of P,Os but also to
reduce soil acidity in the southern provinces of
Tanzania.

Fertilizer Imports

Since 1994/95, in addition to TFC, 19 companies
in the private sector have been actively involved in the
import of fertilizers (Table 11.9). Many of these com-
panies have continued to import steadily year after year.
A few of these companies, like TFA, havethe potential
to import and market larger quantities of fertilizers.
Tablell.10 providesthelevel of imports, consumption,
and inventoriesin the country according to the MAFS
data (adjusted and rounded) for the years 1994/95 to
1998/99. According to these data, the import levelsin-
creased after liberalization in 1994/95 from approxi-
mately 50,000 tonsto over 90,000 tons. Tablell.11 in-
dicates the fertilizer imports during the period
November 2001 to November 2003, as reported by
COTECNA (theinternational agency appointed by the
government for pre-shipment inspections). The total



TableI1.9. Fertilizer Imports by Organizations (1994/95 to 1998/99)

Organizations 1994/95 | 1995/96 | 1996/97 | 1997/98 | 1998/99
(000 tons)

Tanzania Fertilizer Co. | 53,000 | 14,000 | 18,477 6,000 8,200
Topserve 900 4,000
E. Usambara 1,200
Fert & Chem 900 1,000 3,430 1,600
KR II 19,788 | 11,401 4,561 | 19,944
Dimon 6,700 9,000 7,850
TLTC 9,500
Tobacco Companies 47,830
STACO 4,800 9,600 | 9,000
Premium Agro Chem 4,000 8,000 | 15,000
Mohammed Enter. 3,600 4,500 | 12,000
Stancom 16,500
TLP/Topserve 18,900
Intabex 6,067
BCS DSM 800
Balton 7,400 3,512
Seif Impex 3,000 1,500
Collman 1,700 1,700
Ramwig 500
TFA 750 2,500
Total 56,000 | 46,238 | 96,975 | 94,191 | 91,206

Source: MAFS Statistics Unit Data

Table I1.10. Fertilizer Socks and Imports by Yearsin Tanzania

Closing
Year | Opening Stocks | Imports | Availability | Consumption | Stocks
(tons)
1994/95 151,300 56,000 207,300 91,303 115,997
1995/96 115,997 46,238 162,235 109,568 52,667
1996/97 52,667 96,975 149,642 64,711 84931
1997/98 84,931 94,191 179,122 106,493 72,629
1998/99 72,629 91,206 163,835 61,289 102,546

Source: Based on MAFS Statistics Unit using imports and consumption numbers and adjusting
other figures.
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Tablell. 11. Tanzania Fertilizer Imports (Data Obtained From COTECNA) (November 1, 2001 to

November 11, 2003)

HS Code General Goods Description Quantity Value
(tons) (US9)
3102.21.00 | Ammonium sulfate 31,010.02 2,566,468.48
3102.60.00 | Double salts and mixtures of calcium 26,188.02 2,791,538.50
nitrate and ammonium nitrate
3102.90.00 | Mineral or chemical fertilizers, 2,360.55 495,785.70
nitrogenous
3103.10.00 | Superphosphates 5,200.00 693,200.00
3102.10.00 | Urea 125,865.18 19,071,384.60
3102.21.00 | Ammonium sulfate 1,094.00 65,963.46
Total 191,717.77 25,684,340.74

for these 2 yearsis 191,717 tons of fertilizer imports—
averaging a little over 90,000 tpy. Supplies come in
mainly through Dar es Salaam, although some fertiliz-
ers are also obtained from Mombassa and Nairobi in
Kenya. Typesof fertilizersin usein Tanzaniaare shown
inTable1.12.

Import Costs—There are noimport duties on fer-
tilizers. However, the other chargesrelate to wharfage,
port handling, bags, and bagging (in case products are
imported in bulk), value added tax (VAT) on these
charges, and charges of the inspection agency, thetrans-
port bureau and the Tanzania Bureau of Standards. For
example, as shown in Table 11.8 for an f.0.b. cost of
$170/ton from the Middle Eastern suppliers, the landed
cost into a Dar es Salaam warehouse would be about
$209.66/ton or about Tsh 11,000/50-kg bag.

Fertilizer Inspections

There are anumber of agenciesinvolvedininspec-
tions and in ensuring quality control of the fertilizers
that are imported:

* COTECNA is an international agency that has an
exclusive arrangement with the Tanzania Revenue
Authority (TRA) for the pre-shipment inspections of
al commercia imports—quality, quantity, and price
check. All imports of more than $5,000 require apre-
shipment inspection. A copy of the TRA Import Dec-
laration Form (IDF) that each importer has to com-
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plete prior to importing goes to COTECNA. The
importer also pays COTECNA 1.2% of the declared
value of the goods. Since COTECNA has 150 of-
fices in 50 countries and representatives in severa
other countries, they carry out acheck on both prod-
uct quality and prices charged. Of the total imports,
only 25% of the files are checked. Pre-shipment in-
spections were meant to be a temporary phase. In
2004, COTECNA entered into an agreement with
TRA to do destination (border/port) inspections and
has the capability to screen 16 containers an hour
through machines.

SGS, an international inspection agency, is mainly
involved with inspections at the port—quantity dis-
charged from the ship and visual inspectionsfor con-
dition of the goods. The charge is $0.35/ton whether
thefertilizer shipment isin bulk or in bags. SGSalso
supervises the bagging operation of the Tanzanian
Harbor Authority (THA) for their clients.

Tanzania Bureau of Standards (TBS) formulates na-
tional standardsthrough National Technical Commit-
tees (NTC) and is also responsible for implementa-
tion and quality assurance activities. This covers
engineering, electrical, mechanical, agri-inputs, tex-
tiles, chemicals, and other commodities. TBS started
functioning in 1982 and now has over 500 standards
for various products. TBS collects and tests samples
from factories and imports in seven laboratories and
issues certificates. Many local manufacturersusethe
TBS mark on their labels as an attestation of good



Tablel1.12. List of Chemical Fertilizers Used in Tanzania (Mineral Fertilizers)

General Description
Products (Nutrients) End Use
Urea 46-0-0 Nitrogenous fertilizer |As a plant food for all types of
agricultural crops—maize, cotton,
rice, wheat, vegetables, fruits, etc.
Ammonium sulfate (AS) 21-0-0 +24 S As above As above.
Calcium ammonium nitrate (CAN) 27-0-0 As above As above
Single superphosphate (SSP) 0-16-0 Phosphate fertilizer As above
Triple superphosphate (TSP) 0-46-0 As above As above
Diammonium phosphate (DAP) 18-46-0 Compound fertilizer As above
N-P-K 10-18-24 As above As above
N-P-K 20-10-10 As above As above
N-P-K 17-17-17 As above As above
N-P-K Other grades As above As above
Muriate of potash (MOP) 0-0-60 Potash fertilizer As above
All other fertilizers Nitrogenous, As above
phosphate, potash, or
compound

quality. For importers, a batch certificate is issued
after inspection. TBS hasinspectors at the ports, air-
ports, and on road borders' posts. They claim that all
samples are cleared within 72 hours. There is har-
monization with Kenyain the area of inspectionsand
testing, and the Kenya Bureau of Standards certifi-
cates are accepted in Tanzania.

Transportation

According to the two large trucking companiesin
Tanzania—Cargo Star (also stevedoring, clearing and
forwarding, and shipping agency) and Abri Transport—
about 60%-70% of the goods from the port are trans-
ported by rail and the balance by road. Theroadsto the
south are in good condition (Iringa, Mbeya), but the
road from Dodomato Kigoma and other roads in that
areaarein poor condition. Therefore, shipment to most
of these areasis by rail.
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Rail Transport—Tworail systemsoperatein Tan-
zania: TanzaniaZambiaRailway Authority (TAZARA)
and TRC. TAZARA catersfor all the goods traffic for
Zambia imported through Dar es Salaam. TRC caters
to all thetraffic within Tanzania, and al so transit goods
for land-locked countries of Burundi, Democratic Re-
public of Congo, Rwanda, and Uganda. Sometimes a
number of wagonsare dedicated to one particular coun-
try. Thus, availability of wagons (net capacity 40 tons)
isamajor constraint in rail shipments and clients have
to wait a number of days to make shipments by rail.
Since the port alows only a 7-day clearance period
with acharge of $1/ton per day after that, most import-
ershaveto store goodsin interim warehousesin Dar es
Salaam ($3.5/ton transport cost from the port to the
warehouse and $1/ton storage charge for 7-10 days).
Open wagons are given for fertilizers; to prevent pil-
ferage, which isfairly rampant, one security guard has



to be assigned for every five to six wagons, adding to
the cost. Movement is slow and awagon takes about 7
days from Dar es Salaam to Tabora. Since the tariff
classificationfor fertilizersisin thelower rate category,
rail transport, despite the problems, is cheaper for ship-
ments to the west and northeast regions.

Road Transport—There are an estimated 2,000
road trucks operated by fiveto six large companiesand
several smaller ones. Of the 2,000 trucks, about 50%
arewith anet carrying capacity of 28 tons. Most of the
trucks that are imported are 2-3 years old and the cost
isabout $100,000 each. Generally, thefreight rates are
$0.10/km per ton for rough roads and $0.08/km per ton
for tarmac roads. The 28-ton capacity truckswere gen-
erally carrying up to 50 tons of goods; this practice has
been curbed since the government introduced
weighbridges and there are heavy penalties for over-
weight trucks. Thereis also alimit on the width, axle
weight, and the number of axles of atruck. The con-
figuration of the axle weight is also specified:

Front 1x8 tons = 8ton gross

Middle 2x9 tons = 18 ton gross
Rear 3x8 tons = 24 ton gross
Tota = 50 ton gross

There is no tolerance at the weighbridge, like 5%
in Kenya, and the gross weight in Tanzania cannot ex-
ceed 50 tons. Also, since the number of weighbridges
islimited, there are long queues and a waiting time of
5-6 hours is not uncommon. As a result, transporters
are having problems with the weighbridges. The mat-
ter has been taken up with the Ministry of Works by
the Transport Association of Tanzania (TAOTA) with
the request that the regulations (SADEC) should be
harmonized with those prevailing in other countriesin
East Africa(COMESA) so that cross-border movement
is not hampered.

Thereis 10% import duty plus 20% VAT on trucks
and spares and 25% duty on tires plus 20% VAT. On
thefreight, thereis 20% VAT. The operating costsfor a
27- to 28-ton truck net carrying capacity are shownin
Tablel1.13.
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Table11.13. Tanzania—Estimates of Prevailing
Road Transportation Costs
(November 2003)

(1) $0.10/km/ton on rough road.
(2) $0.08/km/ton on tarmac road; e.g., Mbeya 823 km from
Dar transportation charge is $65.84/ton.

Estimated Costs for Operating a 27-ton
Net Carrying Capacity Truck Tsh/km

Diesel 0.8 L/km rough road

(0.7 L/km tarmac road) at Tsh 650/L 455
Road toll 90
Wear and tear 114
Driver cost 40
Tire wear 5
Subtotal 704
Overhead (5% above) 35
Insurance and miscellaneous (7% of above) 50
Total 789

Note: Plusweighbridge chargesand tips, road fines, and other
charges.

Banking System

There are several banks operating in Tanzania.
Among the larger banks are CRDB, Exim Bank, Na-
tional Bank of Commerce (30 branches), National Mi-
cro Finance Bank (100 branches), Standard Chartered,
Citibank, Barclays, and Stanbic. In terms of deposits,
CRDB isthelargest in the country.

In agriculture, banks finance the purchase of cof-
fee, cotton, etc., and provide financing to the big to-
bacco farmers. Of production loans, 80% (with 10%-
12% interest rates) is given to the tobacco farmers or
tobacco farmer cooperatives with the farm as collat-
eral. The balance goes to the small coffee and cotton
growers (and also cooperatives) with urban property
as collateral. Interest rates vary from 12% to 15% for
medium loans and from 15% to 19% for the smaller
loans (risk factor) and with collateral at least 150% of
the loan amount. Collateral management companies
provide services in handling all aspects of collateral
including auction and recovery.

Commercial lines of credit are available for the
importers of agri-inputs like any other commercial



importer. Thereisal% commitment feefor credit lines
extended. For opening an L/C for imports, an IDFform
isamust and has to be completed by the importer.

The Savingsand Credit Cooperatives (SACCOs)—
with 800 members—provide input supplies on credit
to its members with an agreement with the sugar mills
to pay at harvest time. Interest rates are low at 12%.

SMEs in agriculture get loans from the CRDB by
going through Private Agriculture Sector Support
(PASS—a limited company by guarantee financed by
the Tanzanian and Danish governments). PASS helps
prepare business plans (1.5% fee) and provides a 30%-
40% guarantee to the bank on behalf of the SME. Of
the interest rate of 18%, CRDB gets 12% and 6% goes
to PASS. (For comparison, fixed deposit rates are 2%-
3%, treasury bill ratesin Tanzaniaare 5.7%, and inter-
est rates generally charged are 18% since default is
high.)

Regional banks like the Kilimanjaro Cooperative
Bank in Moshi also extend production credit to the
farmers through cooperatives with inputs supplied by
local stockists. The farmers are not given cash. The
bank selects known stockists and provides them funds
to import/purchase inputs. The inputs are given by the
stockiststo bank-selected cooperative societieswhoin
turn provide the input to the farmers. The preferential
interest rates are 12% and collateral is either land or
hypothecation of stocks. This activity has been funded
by the International Monetary Fund (IMF) and EEC in
the past.

National Micro Finance Bank provides micro-fi-
nance loans in the regions to small businesses, but not
in agriculture, livestock, and transport sectors since
these sectorsare considered high risk and not fully cov-
ered by insurance. The lending starts at 50,000 Tsh
($50) in the first stage and goes though six stages at
which the SME could be given a credit limit of 3.5
million Tsh ($3,500). All SMEs (ongoing businesses
only) start at Stage 1 and move upwards based on per-
formancerecord and credit history. Interest rate charged
is2.5%/month simpleinterest. If paymentsareregular,
then only 2%/month interest is charged at the end of
the term. Collateral in the form of houses, household
equipment, motor vehicles, etc., are accepted at 150%
of theloan value. Majembe Auction Mart is utilized to
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collect bad debts for 10% in fees of the amount col-
lected. Bad debts run about 1.5%-2.0% though these
were also at one time about 4%.

Dealer (Retailer) Network

Thereisasizeable network of agri-input dealersin
Tanzaniain the provinces. However thisnetwork isall
in the cities and small towns and there are not many
dealersin the rural areas. There were several retallers
in every town visited: Morogoro (14 dealers), Arusha-
Moshi (5 deadlers), Mbeya, Iringa, and others. There
were also branches of the importers that were mainly
in the wholesal e business.

Many of the deal ers stocked fertilizers, agrochemi-
cals, seeds (cereals aswell as vegetables and flowers),
and veterinary medicines. In addition, some had spray-
ers, pumps, sprinklers, and farm tools. Quite afew of
the deal ers claimed that they had been trained by TPRI
but mainly in the proper and safe use of CPPs. They
were not so knowledgeable about fertilizers or seed.
Most of the retailers did business with their own or
informally borrowed capital. They felt that the institu-
tional credit process is tedious and the interest rates
are high. They all purchased from suppliers like Pre-
mium, STACO, TFC, Twiga, Balton, East Africa Seed,
SATEC, Multi-flower, and Abkomi. They reported that
some of thefarmerswere very knowledgeable, but most
did not know much about the use of modern agri-in-
puts. A few of the retailers who had been dealing for
many years with Premium and TFC were given mate-
rial on short-term credit (15 days). Almost all other
suppliers did not extend any credit.

Market Prices

The pricing is reasonably competitive with no in-
dication of any collusion. Prices are distance related
from Dar es Salaam reflecting the freight by rail or
road. Fertilizers (different from other commodities) are
moved mainly by road since the bulk of the require-
ments are in the southern regions of Iringa, Mbeya,
Ruvuma, and Rukva where the roads are good. Sup-
plies to the northeastern regions are by rail since the
roads are not in good conditions. For example, urea,
based on the present international market, would cost
about Tanzanian Shillings 11,000/50-kg bag landed at
Dar es Salaam. Including port handling charges and
margins, it is sold ex-Dar es Salaam at 13,000 Tsh/bag
andisavailablein most of theregionsat between 14,000



Tsh/bag and 16,000 Tsh/bag including the freight and
distributor/retailer margins. Retailer margins vary be-
tween 200 Tsh/bag and 500 Tsh/bag. Retail fertilizer
pricesin Tanzania are presented in Tables I1.14, 11.15,
and 1.16.

Constraints Affecting the Fertilizer Market
Some of the mgjor constraints affecting the perfor-
mance of the fertilizer market are listed below:

» Disruptions in the market caused by ad hoc policy
announcements that subsidized fertilizers are to be
supplied at half the normal price (as of 2004).

» Uneven playing field with TFC being provided fi-
nancial support by the government to organize its
imports.

 Donor fertilizer supplieslike KR 11 being sold in the
past to a few traders and supplies finding their way
into the market at low prices affecting open pricing
mechanisms.

 High transportation costs due to 20% VAT on fuel,
bad roads, rigid weighbridge regul ations, inadequate
supply of covered wagons, and use of open wagons
with attendant security costs.

Tablell.14. Retail Fertilizer Prices Reported by Dealersin November 2003, in Tanzanian Shillings per

50-kg Bag
NPK Phosphate
(20-10-10 Rock
Urea CAN AS DAP TSP and others) (30%)
Dar es Salaam 13,000 13,000 | 10,500 | 15,000 | 13,500 | 12,000 -
Morogoro 18,000 14,000 | 12,000 | 15,000 | 16,000 | 15,000
(1% dealer) -
Morogoro
2™ dealer) 17,000 18,000 | - |19,000 | 19,000 | 19,000 ]
Morogoro 18,000 18,500 | 14,000 | 19,000 | - 19,000
(3" dealer) -
Moshi 15,000 Granule
(1" dealer) 14,000 Prill 16,000 | 12,500 | 17,000 | 15,000 | 16,500 ]
Moshi
(2™ dealer) 13,500 15,000 | 12,000 | 18,000 | - 17,000 5,000
Arusha 16,000 Japan
(Dealer) 15,000 Saudi Arabia | 16000 | 13,000 | 17400 | 17,000 | 17,000 5,000
Mbaye
(st Dept) 14,000 14,000 | 12,000 | - 17,500 | 17,500 7.500
Mbaye 14,600 15,500 | 12,000 | 16,500 | - 16,000
(1% dealer) -
Mbaye 16,000 16,000 | 13,000 | 19,000 | 18,000 ;
(2" dealer) ’ ’ ’ ’ ’ 7,500
Kidamale
Village 15,600 16,500 | - | 17,500 | - 17,000
(Dealer) -
Iringa 14,500 15,500 | 12,500 | 18,500 | 15,000 | 17,000
(Dealer) -

Note: Freight in Tsh per 50-kg bag from Dar es Salaam to (@) IringaTsh 1,000; (b) Mbeya Tsh 2,000; (c) Songea Tsh 2,500;

(d) ArushaTsh 1,500.
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Table I1.15. Retail Fertilizer Prices by Regionsin Tanzanian Shilling Per 50-kg Bag (2001/02)

at the distributor and retailer levels of fertilizers.
Insufficient credit facilities for small-scale farmers
as well as for agribusinesses—importers, wholesal-
ers, and retailers—dueto stringent collateral require-
ments and high interest rates.

Insufficient extension activities in the field despite
the efforts of some NGOs, private sector organiza-
tions, and the extension department staff, which is
handicapped by paucity of funds.

Inadequate knowledge on the part of farmers about
the proper use of inputs and its economics.

Very little market promotion being done by the pri-
vate sector.

Inadequate flow of market information—information
isavailable scattered over anumber of organizations
without asystem for the regular collection, analysis,
and dissemination of this information in the market
to key players.

Private and public sector relationships need improve-
ment to provide mutual trust and confidence. This
will aso help in coordination and working towards
improving the public/private sector partnership.
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Sales NPK NPK NPK

Center AS CAN Urea DAP TSP 25:5:5 | 20:10:10 | 6:20:18
Dar es Salaam 7,900 8,500 10,000 11,700 7,500 9,000 12,500 13,750
Iringa 9,000 9,500 10,500 12,000 8,500 | 10,000 14,500
Makambako 8,900 10,000 10,600 8,500 | 10,000 14,500
Njombe 9,000 10,000 10,600 8,750 | 10,300 14,500
Mbeya 9,000 10,500 11,280 13,300 8,800 | 10,300 14,500
Songea 9,800 12,500 13,500 9,400 16,350
Tunduru 11,920 14,000 12,600
Mtwara 9,950 12,000 10,400 15,750
Tabora 9,800 12,200 10,250 14,500 14,500
Mwanza 10,290 12,650 10,700 14,950
Arusha 9,500 10,500 10,000 15,150
Moshi 9,000 10,000 9,900 15,000
Tanga 8,900 9,000 10,000 9,650 9,750 14,800

Source: MAFS Inputs Section.

I nadequate busi ness, technical knowledge, and skills | M easures Needed

M easures are needed to strengthen the functioning
and performance of the fertilizer markets—policy, hu-
man capital, finance, market information, regulation,
and others:

» The Government of Tanzania should follow a con-
sistent marketing policy. Ad hoc announcements or
interventions should be avoided.

e Donor supplieslike KR Il should be“marketized” in
the future—auctioned through specialist auctioneers
in Dar es Salaam or in the regions in small lots to
enabl e participation by small traders at or above full
costs.

e Level playing field should be maintained without
providing TFC any tangible or intangible benefits.

e Anintensivetraining programfor theretailers, whole-
salers, and importers in the basics of mineral fertil-
izer and crop production technology, and fertilizer
marketing and business should be implemented to
develop human capital. Thisisparticularly necessary
at theretailer and wholesaler levelsin therural areas
to develop and strengthen the distribution network



Tablel1.16. Retail Fertilizer Prices by Regionsin Tanzanian Shilling Per 50-kg Bag (2002/03)

NPK NPK NPK

Regions AS CAN Urea DAP TSP 25:5:5 20:10:10 | 6:20:18
Dar es Salaam 8,750 9,100 9,750 12,250 10,000 12,500 13,000
Iringa 10,750 | 11,250 | 11,400 14,700 | 14,000 13,500 11,000 11,000
Mbeya 12,000 | 12,250 | 12,700 | 16,000 | 16,000 13,850 16,000 16,000
Songea 12,250 | 14,500 | 14,250 | 13,500 | 11,000 14,450 15,000 15,000
Mtwara 13,500 16,000 15,700
Tabora 12,250 | 14,250 | 14,750 18,000 | 17,000 17,300
Mwanza 14,500 | 14,500 | 15,000 17,500 18,000 13,000
Arusha 13,250 | 10,850 | 13,500 | 13,000 | 15,500 13,400 14,600
Tanga 10,750 | 13,250 | 11,500 16,000 | 17,850 12,500 16,300 20,000
Kagera 18,500 | 20,000 19,250
Mara 17,500 17,00 18,000 19,000 19,000
Dodoma 14,000 | 13,500 14,000
Rukva 14,000 | 14,250 | 14,500 17,250 | 15,750
Morogoro 11,500 | 13,250 | 14,500 17,000 | 15,000 17,000 17,000
Lindi 17,500 | 17,500 | 17,500 17,500
Singida 20,000 | 20,000 | 25,000
Shinyanga 11,500 | 14,250 | 15,000 17,500 16,500
Kigoma 14,000 | 16,000 | 15,500 18,000 16,000
Pwani 15,500 17,500 | 17,000 17,500 17,500
Moshi 10,500 | 10,300 13,200

Source: MAFS Inputs Section (average values used when arange of prices was given).

and enable them to participatein extension activities
by advising the farmersin the proper use of agricul-
tural inputs.

Linkagesof importerswith international markets need
to be strengthened. Linkages of importerswith whole-
salers and deal ers should be improved through regu-
lar sponsored meetings and subsequently the forma-
tion of fertilizer dealer associations.

The linkages of the fertilizer business with financial
institutions need to be improved to facilitate exten-
sion of commercial lines of credit especially in the
rural areasto small privateindependent dealers. This
could be done through the creation and management
of arisk management fund.

VAT and other chargesin the port handling and trans-
portation of fertilizers should be reassessed to reduce

the cost of operations and prices to the farmers. A
study should be conducted to evaluate these matters.
Infrastructureimprovementsare particul arly required
to provide morerolling stock to therailwaysinterms
of covered wagons and encouragement to the truck-
ing industry through reduced import tariffs on trucks,
spares, and tires.

Market information systems need to be organized to
collect the existing data from various sources and to
make this available in time to al the stakeholders.
Regular coordination meetings between the govern-
ment and the public sector and private sector repre-
sentatives should be introduced.
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An Assessment of the Seed Market

For the purposes of the seed market, the country
could be broadly divided into three zones, namely,
Northern, Central, and Southern. The Northern Zone,
centered around the Arusha-Moshi regions, is a low-
medium altitude and has a bimodal rainfall pattern. It
isasignificant agricultural area with maize as an im-
portant crop, and virtualy all the seed companies are
based here. The Central Zoneis semiarid and produces
more sorghum than maize. The Southern Highlands
Zone, with a mid-high altitude and unimodal rainfall,
is a high-potential agricultural area covering approxi-
mately 45% of the maize areain Tanzania.

Apart from these main zones, the coastal strip from
Tangasouthwards and extending inwardsto Morogoro
also produces some maize. The western areas along
therift valley form aproductive strip connecting to the
Southern Highlands. In addition to maize, the other
crops of significance are: sorghum, millet, pulses, rice,
and wheat. The minor cropsare: groundnuts, sunflower,
and sesame. Table I11.1 shows the overall average po-
tential annual seed market for the major crops. Cash
cropsinclude coffee, tea, cashews, tobacco, and cotton.

Organizations Involved in the Seed Market

Public Sector Organizations—The public sector
isinvolved in research and variety development, pro-
duction of prebasic (breeder) and basic (foundation)
seed, informal seed production, regulation, and certifi-
cation and control.

Research |nstitutions—The Selian Agricultural
Research I nstitute (SARI), Arusha, mostly catersto the
needs of the northern part of the country, while the
Southern Highlands are served by the Uyole Agricul-
tural Research Institutein Mbeya. Both these I nstitutes
have maize astheir main research crop. The other agri-
cultural research institutes (ARISs) and their main areas
of research are:

Ilongain Morogoro—Cereals and grain legumes.
Mulingano in Tanga—Soils.

Tumbi in Tabora—Tobacco and farming systems.
Ukiriguru in Mwanza—Cotton.

Maruku in Bukoba—Coffee and bananas.

Tablelll.1. Crop AreaPlanted and Seed Requirements

Seed
Crop Area Requirement Seed Use Comments
(ha) (tons) (tons)

Maize 1,700,000? 34,000 2,000 6%-7%; mostly hybrid seed. Some
OPVs in QDS scheme.

Pulses 500,000 30,000 Negligible | Approx. 12,000 tons French bean
seeds for export. Some quality
declared seed (QDS).

Sorghum 600,000 9,000 Negligible | Mostly informal seed.

Paddy 450,000 22,500 Negligible | Informal and farm saved

rice

Millets 350,000 2,800 Negligible | Informal and farm saved.

a 1,500,000-2,000,000 ha

Source: Derived from industry and MAFS' data.
Organizationsinvolved in the seed industry.
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Excellent varieties have been produced that, in the
past, have been passed on to Tanzania Seed Company
(TANSEED). Since the collapse of TANSEED, there
is no clear pathway for these varieties. ARIs produce
mostly prebasic/breeder seed and basic seed, which are
sold to the Foundation Seed Farms. In addition, some
certified seed of hybrid maizeisalso produced at Uyole.

Foundation Seed Farms—There are five Foun-
dation Seed Farms (FSFs) in the country. They are:

Arusha Seed Farm—Arusha.

Msimba Seed Farm—Kilosa [Morogoro].
Dabaga Seed Farm—Iringa.

Kilangali Seed Farm—Kilosa, mostly for rice.
Mwele Seed Farm—Tanga.

These FSFs produce various classes of seed, mostly
basic seed on contract to NGOs and seed companies,
and some certified seed, which is sold to surrounding
farmers. The bulk of the seed now produced is for the
quality declared seeds (QDS) scheme funded by the
Danish International Devel opment Agency (DANIDA),
some of which may also be used by companies and
NGOs. But the activities of these farms are seriously
hampered by poor funding, central control from MAFS,
lack of business and marketing skills, and low staff
morale.

Theway forward for these farmsisnot clear at the
moment. At onetime, two of the five farms—Kilangali
and Mwele—were slated for privatization, but later the
GOT changed itsmind. It is said that no one came for-
ward or showed any interest to buy them. Now thereis
talk of creating a new public organization called “The
National Seed Agency” based around the foundation
seed farms. Though modalities of this agency are still
being worked out, it isassumed that it will operate com-
mercially by producing and marketing seeds. The ques-
tionto be asked, however, ishow will thisagency avoid
the problems that beset TANSEED and other govern-
ment-run companies? Private companies are al so wor-
ried that government may use this agency to interfere
in the market through, say, selling subsidized seed.
There has been no effort to inform the private sector
about these devel opments and most stakeholders have
no clue.
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Commercial Seed Production—In additiontothe
FSFs mentioned above, the agricultural research insti-
tutes (ARI—Selian, ARI—Uyole, and ARI—Illonga)
also produce commercial seed of various cropsinclud-
ing maize hybrids. Some of this seed may be regarded
as certified and some is informal, but it is difficult to
distinguish between the two. It is possible for these
institutionsto exploit their position so they do not have
to go through the rigorous certification system like the
private seed companies. Table I11.2 showsthe quantity
of seed produced by the Agricultural Research Insti-
tutes and Foundation Seed Farms in 2001/02.

The sustainability of commercia seed production
by ARIsisnot clear because funding for even the core
research work is inadequate and the institutes do not
have requisite skills in business and marketing. There
isno clearly defined role in seed production for ARIs
and directives, and funds from MAFS come in an ad
hoc manner. As a result, there is no proper marketing
strategy and some of the seed produced may be sold
below cost or even given out free. DANIDA has puri-
fied and maintained all national released varieties un-
der the on-farm seed production component in Phase 1
and continue to do so for newly released varieties in
Phase 2 plus the ones where there might be problems
with the purity. It is not clear what will happen when
this support finally ends.

GOT, with support from DANIDA, isasoinvolved
in QDS. According to the new Seed Act, 2003, and the
Rules and Regulations for QDS production, all who
work with on-farm seed production should follow the
same system, the QDS. Since QDSisin the Seed Act,
it may be regarded as aformal seed. The farmers have
to be selected, trained, and registered and the Tanzania
Official Seed Certification Agency (TOSCA) inspects
about 10% of the growers. However, DANIDA has
trained district inspectorsin all areas of QDS (25 in-
spectors) and the target is to have 100% inspection of
the seed.

Apart from FSFs, many of the growers are small-
scalefarmerswho sell to the neighboring farmerswithin
their villages. Thisisthe underlying philosophy of the
MAFS/DANIDA scheme. A few farmers visited indi-
cated that they are having problems selling even the
little maize seed they produce (less than 500 kg), and
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many have stopped producing the seed of the minor
crops, like grain legumes, after failing to sell the seed.
According to the Seed Unit, some of the problemsin
the QDS scheme may be due to poor implementation
by the district inspectors. But it is clear that emphasis
is put on production and little thought has been given
to developing a marketing strategy.

This questions the sustainability of the whole
scheme. The government should use the schemeto pro-
mote the culture of using improved seed among farm-
ers by linking up the growers with commercial seed
companies and using them for the purposes of promot-
ing new varieties. The message should also be clear
from the start that this is only a transitional activity,
although it can continue to play an important role in
producing seed of the minor crops. QDS has an impor-
tant role to play in meeting the farmers’ need for im-
proved seed but it needs to be linked with the private
sector.

NGOs—A number of local and international NGOs
are involved in informal seed production. These in-
clude: World Vision, African Inland Church, DASPA
(Dodoma), KAEMP (Kagera), Diocese of Mara, and
Act Diocese of Masasi. Table 111.3 shows the quantity
of informal seed produced by various NGOs, religious
organi zations, and local government programsin 2001/
02. These data also include QDS mentioned earlier.
Most of this seed is given out free or sold at very low

subsidized prices. This seed, plus that from govern-
ment institutes and farms, has the potential to distort
the market.

It is, however, argued that NGOs operate in areas
wherethereisno commercial seed activity, largely be-
cause they are remote and marginal, and the farmers
are too poor to afford improved inputs. This may be
true but there is a catch—some of the free seeds often
find their way into the market at reduced pricesand the
farmers devel op a dependency syndrome and will not
buy commercia seed even if they are able to afford it.
Such NGO activities should thus be designed with a
clear exit strategy and should be implemented in a
market-friendly manner.

The Private Sector Organizations

There are over 20 registered seed companies in
Tanzania but only one-half of them are active. All are
based in Arusha except Maungu Seed Company and
Pioneer (represented by ByTrade) who are in Dar es
Salaam. There is also TANSEED International in
Njombe.

Only Kibo Seed Company and SubaAgro Trading
and Engineering Company, Limited (SATEC) have
business operations in the Southern Highlands, based
at Makambako. All the foreign-based companies pro-
duce their seed outside Tanzania and simply import it
into the country. This is attributed to the small seed

Tablel11.3. Informal Seed Production by NGOs, Religious and L ocal Government Organizations, and
QDS Produced in 2001/02 and Available in 2002/03

Region/District| Maize ‘Beans‘ Rice ‘G/nuts‘Sunﬂower‘P/Peas‘C/Peas‘P/millet‘Sesame‘Sorghum‘ Wheat‘ Total
(kg)

Shinyanga 1,350 - -1 2,075 6,980 - - - 7,200 17,605
Dodoma 25,090(12,800| 2,496| 1,400 8,000 5,375/ 580| 1,025| 1,650| 102,950 -1161,366
Tabora 29,000 - - - 2,000| 5,000 -l 9,000 - -| 45,000/ 90,000
Iringa 53,520(13,171| 9,390 - 7,876/ 800/ 800| 2,150 250 -| 91,887|179,844
Kagera - - - - - - - - - - -l 6,600
Mara 6,600 - - - - - - - - - - -
Mtwara - - - - - - - - - - - -
Morogoro 17,855| 2,670(33,100 - 1,300 -l 300 968 528 1,300/ 59,063(117,084
Grand Total [133,415|28,641|44,986| 3,475 26,156(11,175| 1,680| 13,143 2,428| 111,450 (195,950(572,499

Source: Seed Unit, MAFS Headquarters.
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market, poor infrastructure, and absence of seriouscom-
mercial farmers, all of which make local seed produc-
tion very expensive. Only Seedco, through its local
partner SATEC, is trying to produce its seed localy.
So far 250 tons of SC627 has been locally produced
and marketed.

The local seed companies have tried to pick up
various pieces of the defunct TANSEED, but most of
them lack both financial and technical capacity. A few
are trying to organize formal contracts with FSFs, but
most simply broker marketing deals and then buy seed
from the farms and supply. They are basically trading
companies and have not devel oped the requisite infra-
structure for genuine seed companies. They also im-
port and market various vegetable seeds. Again, only
SATEC is making efforts to produce its own seed and
has even started a breeding program.

Another category of companiesisthose producing
mostly legume (bean) seeds for export markets only.
These include: Sluis Brothers E.A. Ltd., Rotian Seeds
Co. Ltd., and Pop Vriend [T] Ltd. Then there are com-
paniesthat deal inimported vegetable seedswith some
local production like Alpha Seed Company Ltd.

The Multinational Corporations (MNCs) dealing
in both field crops and vegetabl e seeds are locally rep-
resented as follows:

Pioneer: ByTrade Tanzania Ltd.
Pannar: East African Seed Company
Seedco International:  SATEC

Monsanto is trading directly using Cargill and
Dekalb seed brands. Cargill had been in the Tanzanian
seed market since 1990 and its maize hybrids are quite
popular. Its activities are concentrated in Arusha,
Kilimanjaro, Tanga, and Singida. Monsanto hasintro-
duced the “Hodari Pack” consisting of seed, herbicide
(Roundup), and fertilizers (planting and top dressing)
enough for one-half acre. Thisis an innovative way to
promote not only seed, but aso the full technology
packagethat will enhancefarm productivity, and hope-
fully increase farmer demand for improved inputs.

Although Monsanto plansto moveto the southern
regionswithits DK 8071 maize hybrid, it does not have
materials suited to highland areas. Considering its
strong market presence in the country, Monsanto might
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benefit from acquiring some of the highland materials
from Uyolein order to gain afirm foothold in the South-
ern Highlands. Such an arrangement should be pos-
sible now that thereisaplant variety protection (PVP)
law in place. However, Monsanto seems reluctant to
invest in producing seedslocally, claiming it is expen-
siveto produce seeds here and the market istoo small.12

Kenya Seed Company, through itslocal subsidiary,
Kibo Seed Company, isanother foreign seed company
with a long-standing and strong presence in the mar-
ket. It hasexploited itsclose proximity to Tanzaniaand
the similarity of agro-ecological conditions between
Kenya and Tanzania to establish itself. It is also the
only company with good maize hybrids suited to the
Southern Highlands, although they may not betolerant
to Maize Streak Virus and Grey Leaf Spot, diseases
that are becoming increasingly significant intheregion.

FICA Seeds Limited, a Ugandan based company,
has been locally incorporated to take advantage of the
harmonization of seed policies, laws, and regulations
in Eastern Africaand market maize hybrids and OPV's
bred and produced in Uganda. These are excellent
materials suited to the low and medium atitudes with
toleranceto low nitrogen and drought, aswell asMaize
Streak Virus and Grey Leaf Spot. It is aso the only
foreign company actively promoting OPV maize seed.
The Variety Release Committee approved its varieties
and the company sold 80 tons of seed in 2004.

Seed Supply and Demand

Before liberalization, TANSEED was satisfying
15% of the seed market with improved seeds, but all
the activities of the company were subsidized and the
seed was sold below cost price. The distribution net-
work consisted of cooperatives, whose activities were
aso subsidized. The company never invested in mar-
ket development or demand creation becausetherewas
never a need to do so. Thus, it is not easy to assess
what the actual demand for improved seed has beenin
Tanzania. The seed market has never functioned
competitively.

Seed Supply—It has been conjectured that after
the liberalization, seed supply has fallen to no more

L2After the study, it waslearned that Monsanto has closed its
officein the country and is selling through an agent, ostensi-
bly because of the small market.



than 5% of the market. This is based on the
abovementioned situation where seed distribution was
not according to demand. However, thisanalysisis not
supported by more recent data obtained from the Seed
Unit. According to Table I11.4, during the last years of
TANSEED, seed supply averaged about 2,000 tons of
seed per year, a figure, which shot up to over 4,000
tons in 1998/99 and 10,000 tons the following year.
Thisshowsanincreasein supply, rather than adecrease.

According to the same source, seed from private
companiesavailablefor the year 2002/03 totaled 9,587
tons. Thiswas excluding the seed sold by TANSEED,
which was nearly defunct by then. In addition to the
formal sources, there were about 266.5 tonsfromARIs/
FSFs and another 572.5 tons from QDS and NGO
sources. Thus, taking into consideration al the current
sources of seed in Tanzania, there does not seem to be
a problem with seed supply, and the claim of reduced
seed supply following liberalization does not seem to
betrue. Although the market pathway for seed produced
from government institutions and NGOsis not clear, it
is assumed that most of it ends up being planted by
farmers. The only snag is that such seed supply dis-
torts the market because it is not commercialy pro-
duced and marketed, and its regularity is not guaran-
teed. But overall, it would seem more accurate to say
that seed supply has actually risen following liberal-
ization, although it is still not sufficient to meet the
total demand.

Seed Demand—According to the MAFS' data,
overall potential seed demand has steadily risen from
approximately 126,000 tonsto nearly 170,000 tonsfor
the same period 1993 to 2000. The biggest increase is

in beansand wheat, followed by rice. The seed demand
for maize, sorghum, and oilseeds rose only nominally.
This trend might be attributed to increased crop acre-
ages, athough no attempt was made to do an analysis
in this regard. It should be emphasized that these fig-
ures only show potential demand, and the situation for
actual demand and effective demand is hardly known.
There are no data at all, because no attempt has ever
been made to do a seed market survey.

For many of the crops with big seed requirements
like beans, rice, and wheat, farmer-saved seed and other
informal seed would suffice because these are self-pol-
linated crops. It is only maize, and to some extent sor-
ghum and oilseeds, that the formal seed sector has the
potential to supply a sizeable percentage. Even with
these crops, competition from informal seed sourcesis
till significant where most farmersstill grow OPVs. It
is, therefore, imperativeto actively devel op the demand
for improved seeds.

Seed Distribution Network—After the collapse
of the cooperative system, a distribution network of
private traders has developed across the country. Ac-
cording to industry sources, there are probably over
500 active stockists, mostly located in the main towns
and trading centers and selling all types of agri-inputs.
Private seed companies make over 70% of their sales
through this network. Although thisis a small number
of stockistsfor acountry the size of Tanzania, it is still
a commendable start considering the history and size
of the industry. With the combined effort of the entire
agri-input sector, and the support of the public sector,
thisnumber can be easily doubled and the network can
slowly extend to rural areas. The Tanganyika Farmers

Tablel11.4. Seed Supply From Formal Sources (1993/94 to 1999/2000)

Seed
Source 1993/94 | 1994/95 | 1995/96 1996/97 1997/98 1998/99 1999/2000
(tons
TANSEED 1,174 826 994 547 861 881 355
Cargill 1,313 1,267 845 660 na na na
Other na na na na na 3,861 10,408
Total 2,487 2,093 1,839 1,207 861 4,742 10,763

Source: Compiled from Seed Unit data.
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Association (TFA) hasestablisheditself asaformidable
distributor of all farm inputs.

Seed Prices

Farmers and extension staff claim that seed prices
are very high. However, the industry seems to think
that prices have held steady for many years in dollar
terms, but have risen only inlocal currency dueto cur-
rency devaluation.

There is pan-territorial pricing, and the wholesale
priceto mgjor stockistsincludesdelivery. Thusthe price
isfairly uniform acrossthe country, but slightly higher
at smaller retail outlets that buy small quantities from
other stockists and use their own transport. Table 111.5

shows mai ze seed prices quoted by some of the dealers
visited.

While the price for certified seed has held steady
for sometime, the price of breeder seed and basic (foun-
dation) seed has been going down as aresult of Minis-
try directives. Thisis part of MAFS' attempts to keep
the commercial seed pricesaffordableto farmers. Seed
companies have also been directed to use pure basic
seed for the multiplication of their commercial seed. It
issaid that an agreement was reached between govern-
ment and seed companies over the pricing of basic seed
so that certified seed could be sold at an affordable
price, but it is not clear what effect this has had on the
market because, as noted earlier, few seed companies

are actually multiplying locally

Tablel11.5. Sample of Maize Seed Prices by Dealer, Tanzania

bred varieties. At the sametime,
ARIsand FSFsare complaining

Source: Variousindustry sources.

Tablell1.6. Official Prices of Breeder Seed in Tanzania (2000 to

Source; Arusha Foundation Seed Farm.
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(2003) that they are not making any
money from basic seed multi-
Buying Price | Selling price plication since the price of
Seed Source | Maize Variety (Tsh/kg) (Tsh/kg) _breeder seed has been decreas:
Pioncer Hybrid 2.000/= 2.200/= Ing (Teblell.6)
EASCo. Hybrid 1,400/= 1,750/= Improving the Regulatory
OPV 1,100/= 1,200/= System: Policies, Regulation,
Monsanto DK Hyb 1,500/= 1,700/= and Control
CG Hyb 1,400/= 1,600/= There is an elaborate Na-
SeedCo. Hybrid 1,900/= 2,000/= tiona Seed Policy and Imple-
Kibo Seed Hybrid 1,800/= 1,900/= mentation Guidelineswith pow-
SATEC Hybrid 1,500/= 1,750/= ersinvested in the Seed Unit at
OPV 1,100/= 1,200/= MAFS Headquarters on behalf
Mbalizi Stockist OPV 1,200/= 1,500/= of the Ministry. The Seed Stat-

ute has been revised and the
Plant Breeders Rights (PBR)
legislation has been recently

2003) passed by Parliament. Theseare
all progressivelega instruments
— useful for the development of
Price in Tsh/kg the seed industry. The challenge
Crop 2,000 2001 2002 2003 is in implementing them
Maize 7,000/= 6,500/= 5,000/= | 3,000/= effectively.
Beans 8,500/= 6,000/= 5,000/= | 4,000/= _
Wheat 6,000/= | 5,000/= | 5,000/= |3,500/= It is recommended that
Sunflower 2,000/= MAFS should move qw_ckly to
_ implement the PBR legidlation
Other Legumes 2,000/= . .
_ so that private companies can
Paddy 2,000/= access public varieties and pay
Maize Inbreds 9,200/= the stipulated fees. The ARIs



should be proactive in initiating dialogue with seed
companies for this purpose. The companies should be
encouraged to commercialize public materials in col-
laboration with the ARIs. Urgent actionisrequired for
guality protein maize (QPM) varieties promoted by SG
2000 and also for the new Uyole maize hybrids suit-
able for the Southern Highlands.

TOSCA isresponsiblefor all aspects of seed certi-
fication and control. Based in Morogoro with branches
in Arusha and Njombe, TOSCA has received a lot of
support from DANIDA, such asrehabilitation and con-
struction of new laboratories, new equipment, train-
ing, and vehicless/motorbikes. In spite of this, TOSCA
isstill constrained by poor operational facilitation and
low staff morale, which rendersit ineffective to super-
visetheindustry to the satisfaction of all stakeholders.
An attempt has been made to address some of the con-
straints by training extension officers as seed crop in-
spectors, as well as supervisors for NGOs, and small-
scale farmer groups involved in informal seed
production.

The entire certification system lays emphasis on
variety release and registration, as well as inspection
of seed production, but is unable to monitor seed on
the market. Consequently TOSCA has not devel oped
the capacity for point-of-sale checksto ensure that there
are no fake seeds sold to farmers. This sort of regula
tory approach delays the introduction of new varieties
and thus denies farmers greater choice, yet it leaves
wideroom for unscrupuloustradersto exploit the farm-
ers. The Government of Tanzania should re-orient and
strengthen the capacity of TOSCA to offer improved
regulatory services. TOSCA should train more inspec-
torsfrom the extension services and change their man-
date to focus on point-of-sale checks rather than in-
specting “informal” producers. The principle of QDS
should be extended to the private sector covering all
OPV and self-pollinated crop seeds. In addition,
TOSCA should train and license company personnel
to do some of theinspection work. Thiswill reducethe
burden on TOSCA.

Seed import and export issues are controlled by
the Post-Entry Plant Quarantine Station at TPRI,
Arusha, with abranch at the MAFS Headquarters, Dar
es Salaam. This unit issues import permits and
phytosanitary certificates, and checks imported seed
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to ensure that no diseases and pests are brought to the
country. There had been claims from the industry that
the process of obtaining import permits involves trav-
eling to both officesin Arushaand Dar es Salaam, which
is time consuming and expensive, but this team was
told that this has now been streamlined so that one can
obtain the permit from either of the two offices. Itisa
step in theright direction.

Issuesin Seed Production and Marketing

Inconsistency and L ack of Clarity in Policies—
Having liquidated TANSEED in the process of liberal-
ization, GOT is now talking of creating a new “Na-
tional Seed Agency” to beengaged in commercial seed
production. This has led to uncertainty in the role of
the Foundation Seed Farms and delayed their devolu-
tion to the private sector. It has also maintained mo-
nopoly of the locally bred varieties in government
hands. Liberalization should be given achanceto work
by steadfast government policies. Back tracking sends
wrong signals to the private sector, leading to a situa-
tion of “let’'swait and see.” In thisregard, government
will not have the capacity to run the Seed Agency
sustainably, and a quick solution should be found for
the FSFs.

Attempts at privatizing the FSFs hit a dead end
supposedly because nobody showed interest in them.
Itisfurther said that private companies have shown no
interest in producing basic seed. It isfor these reasons,
therefore, that GOT has decided to create the Seed
Agency, whichisexpected to operate commercially and
to concentrate on the categories of seed that are not
attractive to the private sector. However, most stake-
holders have no information at all about the whole
schemeand thisiscreating anxiety intheindustry. There
isaneed for the government to involve the private sec-
tor in policy formulation and implementation to avoid
misunderstandings.

Distrust Between Public and Private Sector
Player s—Thereisdistrust between the government and
private seed companies. Thus there is no sharing of
information or data in the industry for planning pur-
poses, and good government varieties are not commer-
cialized because the private sector cannot readily ac-
cess them. The Tanzania Seed Traders Association
(TASTA) can play amajor role in bridging this gap as
the forum of communication between the two sectors.



Both sectors need each other asthey play complemen-
tary roles for the benefit of farmers. Regular planning
meetings between both sectors, networking, and shar-
ing of information are important. The Agricultural Re-
search Institutes should establish linkages with com-
paniesfor the purposes of harnessing mutual synergies.

Another important area for TASTA is the collec-
tion and dissemination of market information. GOT and
donors should fund an initial survey to establish the
size of the seed market, and thereafter, members of
TASTA should support a regular market information
service.

Inadequate Facilitation of Research and Basic
(Foundation) Seed Production—Research and pro-
duction of breeder seed and basic (foundation) seed
are still in government hands at ARIs and FSFs. How-
ever, facilitation is inadequate, some critical skillsare
lacking, and thereislow staff morale. GOT should put
in more resources and strengthen agricultural research
and breeder seed production. One way could be to al-
low the institutes to generate and use their own rev-
enuesto supplement government budgetary allocations.

The production of basic (foundation) seed, like
certified seed, should be left to the private sector. Spe-
cific programsfor public-private partnership should be
initiated to attract seed companiesto multiply the seed
of minor crops. For instance, amemorandum of under-
standing (MOU) could be reached on the use of land
and other facilities on FSFs for this purpose. During
the transition, an arrangement could be made to con-
tract out to private companies. This is more sustain-
able in the long run than government production
programs.

I neffective Extension Service—Apart from inad-
equate facilitation, the extension services seem to lack
accurate and meaningful up-to-date messages. They are
“boxed” in their traditional roles, and do not regard
themselves as active promoters of new technologies.
As aresult, farmers do not appreciate the value of us-
ing improved seeds and other inputs, partly because
extension messages are not forthright. For instance they
are advised to use OPVs, instead of hybrids, because
they areregarded as cheaper and recyclable. When and
how will the farmers progress from peasantry to com-
mercial farming? The extension staff should actively
collaborate with private seed companiesto promotethe
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use of hybrids, emphasizing the cost-benefit of their
use. Modern maize hybrids on the market (double,
three-way, and top crosses) have a wide genetic base
and their re-cycled seed can out perform the OPVs.
The demand for improved seedsis still low and an ef-
fective extension service can greatly contribute to ef-
fortsto increase it.

Poor Market Development by Seed Compa-
nies—Two main factors have been mentioned by the
industry to justify the low level of investment in seed
market development. These are: inconsistent gover n-
ment policiesand the small size of the seed market.
The issue of government policies has been addressed
elsewhere in this report, but the one of the small mar-
ket is a “chicken and egg” story. The cycle of “low
demand—Iow sales—small market” needs to be bro-
ken, and the private sector should take a lead. How-
ever, thereis also room here for partnership with gov-
ernment as well as donor programs. All programs
promoting agricultural production should liaise with
the private sector and demonstrate proven technolo-
gies on the market, so that farmers are encouraged to
go for the best. The companies on their part should
seek out such programs and initiate this collaboration.

Weak Indigenous Companies—Asstated earlier,
most of the local seed companies are only involved in
trading and have not developed seed production and
processing infrastructure. The biggest constraint seems
to be the lack of capital. Although liberalization has
attracted many trans-national companies, they are
mostly content with importing and marketing seed. This
is purely a business decision, and a wise one until the
market islarge enough to warrant local production. The
development of astrong local seed system can only be
spearheaded by local entrepreneurs. GOT should work
out a strategy to promote local seed industry develop-
ment through, for example, tax incentives, grants, eg-
uity financing, provision of long-term development
loans with low interest rates, and human capital
development.

Integration of Formal and Informal Seed Sec-
tor s—The production of quality declared seeds (QDS)
(funded by DANIDA) is an important source of seed
in Tanzania, but itslong-term sustainability isin doubt.
QDSismoreor lessaformal system with set rulesand
regulations, and it is now generally accepted in the
SADC region. The system is operated in an informal



manner, which renders it unsustainable. It is recom-
mended that the private sector should beinvited to par-
ticipate in the scheme, either by buying the seed for
bulking, processing and marketing, and/or by using the
QDS farmers as seed stockists. This might attract the
companies to handle the seed of the so-called “orphan
crops.”

Similarly, there are many NGOsinvolved ininfor-
mal seed production without aclear exit strategy. Such
NGOs should work with MAFS and the private sector
to develop small rural enterprises (SMEs), which can
continue to serve their communities on a commercial
basis. They can be specialized producers and suppliers
of certain seeds either independently or as agents of
larger companies. Thisway, both the informal and the
formal seed sectors can mutually reinforce.

Integration of Regional Markets

A number of stakeholders in the seed industry in
Eastern Africa have for sometime realized the need to
create fairly large marketsin order to attract meaning-
ful investment required to provide the quantity, qual-
ity, and variety of seed needed to support an expanding
agricultural base. Otherwise, thelow level of effective
demand and the high transactional costs in each indi-
vidual country’s seed market makes it unattractive for
investment by local or international companies. For this
reason, since 1999 the Association for Strengthening
Agricultural Research in Eastern and Central Africa
(ASARECA)—with USAID funding—has spear-
headed a project for “The Harmoni zation of Seed Poli-
cies in Eastern Africa” The project started with the
three East African countries of Uganda, Kenya, and
Tanzania, taking advantage of the revival of the EAC,
and isaready expanding to include all the countriesin
the ASARECA mandate.

The project has covered five specific areas as
follows:

Variety evaluation, release, and registration.

Seed certification.

Phytosanitary regulations.

Plant variety protection.

Lawsand regulations governing devel opment of the
seed trade of local seed industries and entry of for-
eign seed companies, including those from neigh-
boring countries.
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The project is aready in very advanced stages,
having passed through an elaborate consultative pro-
cess. Most of the public and private seed industry stake-
holders in Tanzania are aware of the project, and all
that can be said here is to encourage the policymakers
to quickly implement the agreed positions. It will lead
toacommon regional market with an effective demand
large enough to induce needed investment and create
the competition required to establish aviable and effi-
cient seed industry in the region. Tanzanian farmers
stand to benefit.

With this initiative, the private sector should take
advantage and establish collaboration and networking
at the company level aswell as at the association level.
Thisis critical for the local national companiesin or-
der for them to build capacity for cross-border sourc-
ing and marketing of seeds.

Technology Transfer Efforts

Following the liberalization of the seed industry, it
is often assumed that seed companies and other agri-
input suppliers will promote their products using con-
ventional marketing methods, such asadvertising, pub-
lic relations, etc. Consequently, the public sector has
no more roles to play. This analysis is quite flawed.
First of al, we are dealing with peasant farmers (the
vast majority of our target clientele) who are neither
accessible with the standard methods nor will they eas-
ily comprehend the messages contained therein. Sec-
ond, weare dealing with high volume—Iow value prod-
ucts, with low elasticity of demand, whose benefitsare
indirect and come after sometime. Their potential ben-
efits are also influenced by other externalities like
weather, soil, and general management. For instance,
the benefits of using maize hybrid seed not only de-
pend on adequate rainfall, but also on use of appropri-
ate fertilizer, proper plant population, timely weeding,
etc., and the benefits are realized only after harvesting
and even selling. Similarly, the benefits of using fertil-
izer are affected by correct weather, timely and accu-
rate application of the right type and amounts, and use
of suitable varieties of crops capable of responding to
thefertilizer. These benefitsare also realized after sell-
ing the resultant crop. In both cases, poor output mar-
keting can wipe away any potential benefits.

For these reasons, therefore, the most effectiveway
of promoting the use of improved agri-inputsisthrough



technology transfer methods, an activity for public-pri-
vate partnership. Since the inputs complement each
other to realize their full benefits, the method involves
using the full technological package under farmers
conditions. The extension staff and technical person-
nel from input suppliers provide technical back up to
thefarmerswho do the actual farm work on their farms.
The companies provide the inputs free of charge (plus
any technical literature) and the farmers provide free
labor and land for which they take the resulting crop.
They also benefit from the technical advice. These
farms act as demonstration plots where other farmers
can congregate at agreed times so that the message can
spread further.

7

This is a very effective means of promoting the
use of improved inputs, and many seed companies are
aready using it. “Seeing isbelieving!” It isthe exten-
sion services and government and donor funded projects
that need to proactively seek out private sector collabo-
ration and promote the use of this method. This way,
the government will not have abdicated its responsi-
bility under the guise of privatization.
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An Assessment of the CPP M ar ket

Most of theimportant crops cultivated in Tanzania
are subject to pest, disease, and weed attacks.'® High
pre-harvest and post-harvest losses reflect the fact that
there has been limited successin introducing plant pro-
tection measuresin Tanzania, particularly among small-
holder farmers growing food crops. Therefore, these
losses pose a serious threat to food security.

The use of crop protection products (CPPs) is the
primary method used to control pests, diseases, and
weedsin Tanzania. Insecticidesand fungicidesare used
on cotton, coffee, vegetables, and fruit trees, and in-
secticides are used for grain preservation and fumiga-
tion. Herbicides are used to control weeds on food and
cash crops.

With the withdrawal of the government from the
CPP market in 1994/95, it was anticipated that the pri-
vate sector would make CPPs available to smallhol der
farmers in a timely manner and at affordable prices.
However, CPPs are expensive agricultural inputs and
with the dismantling of the commodity boards, which
distributed CPPsto farmersfor free or on credit, farm-
ers have reduced the quantities they purchase or have
simply stopped applying them. Consequently, there has
been aresurgence of institutional credit arrangements
for the purchasing and distribution of CPPs.

Structure of the CPP Market

Market Size

Data from the MAFS indicate that current import
levels for CPPs (approximately US $12.5 million in
2003, valued in f.o.b. prices) are significantly lower
than 1990/91 levels. For example, CPP imports for
coffee and cotton crops (traditionally the major users
of CPPs) have declined in each case from an average
of $20 million in 1990/91 to $2 million in 2003. In
contrast, CPPimportsfor the cashew industry increased
from next to zero in the early 1990s to $2 million in
2003. The MAFS estimate is a little higher than the
data provided by COTECNA (a pre-shipment inspec-
tion firm), which reports CPP imports during the pe-

BAttachment V.1 liststhe main pests and diseases affecting
cropsin Tanzania.
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riod November 1, 2001, to November 11, 2003, asUS
$18 million averaging a little over US $9 million per
year. The discrepancy may be explained by the fact
that COTECNA data only includes imports that enter
Tanzania via the ports; unlike the MAFS, it does not
cover imports that enter the country via land borders
from neighboring countries.

Between 1995/96 and 2000/01, the distribution of
CPPs fluctuated between 5,000 and 9,000 tons, aver-
aging 7,000 tons (FigureV.1). In 2001/02 thetotal dis-
tribution of CPPs exceeded 10,000 tons for the first
time to reach a peak of 13,600 tons.'* Today, cashew
nuts account for arelatively large share of CPP usein
Tanzania. According to Abassi ExportsLtd., the major
supplier of sulfur dust to the cashew industry, cashew
growers used more than 4,000 tons of sulfur dust in
2003/04 (for storage), whereas coffee growersused less
than 1,000 tons (according to the Coffee Board).

Product Composition

There are 536 brands of pesticides registered in
Tanzania. Of these, 304 arefully registered for general
use, 33 areregistered for restricted use, and 199 arefor
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Source: MAFS, 2003.
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FigurelV.1. Total Distribution of CPPs, 1995/96
to 2001/2002

14Distribution does not equal consumption. Distribution fig-
ures are compiled based on data reported by dealers, input
funds, cooperative societies, and end-users



experimental purposes only. Attachment V.2 provides
the current portfolio of registered brands of CPPsavail-
able in Tanzaniain 2003. The number of brand names
is higher than the number of active ingredients (ap-
proximately 200) because many of them are comprised
of the same active ingredients, but manufactured and
registered by different companiesunder different brand
names. For example, over 15 insecticides contain
cypermethrin and over 20 fungicides contain coppers
(oxide or hydroxide). The availability of alarge num-
ber of the same product under different brand names
impliesthat the CPP market in Tanzaniais competitive.

Consumption by Crop and Farming Sector

MAFS estimatesthat 18% of the farmersin Tanza-
niause CPPs. Theseare mainly largecommercia farm-
ers and smallholders growing cash crops for export.
CPP use by smallholders growing food crops has been
minimal and ismainly restricted to grain storage. There-
fore, 91% of CPPsare used on cash crops (Figure [ V.2).

These dataindicate that cotton and coffee account
for 86% of CPP use. However, recent problemsin the
coffee industry have reduced CPP use on this crop,
whiletherehabilitation of thetobacco, cashew, and hor-

Cashew
Nut

Tea

Tobacco
3% 1%
Food Crops

9%

\ Coffee
47%

Source: MAFS, Inputs Division, November 2003.

FigurelV.2. Distribution of Use of CPPs by Crop,
April 2003
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ticulture industries has increased demand from these
sectors. Therefore, it is likely that a more accurate
breakdown of CPP use would reflect a higher level of
use on tobacco, cashew, and horticultural crops.

Sructure of the CPP Market

Tanzaniareceives suppliesof CPPsmainly through
direct bulk importation of ready-to-use products by the
private sector. However, Twiga Chemical Industries
(TCI-Tanzania) has installations for pesticide formu-
lations and imports active ingredients for local formu-
lation of concentrates and dusts.'®

The CPP marketing system consists of amultiplic-
ity of supply chains, which vary by end-user (Figure
1V.3). Importers sell wholesal e to independent dealers,
andretail directly to large commercial farmers, NGOs,
and the MAFS.%6 Some small importers also source
some of their product from large importers. Indepen-
dent dealers sell to stockists and also directly to farm-
ers. Stockists sell CPPs directly to farmers. A substan-
tial proportion of CPPs are imported directly by
end-users for distribution to their farmers on credit.
Another supply chain isfueled by cross-border impor-
tations from neighboring countries. These are either
sold directly to farmers or sold to stockists.

Playersin the Market

There were 15 registered private importersin Tan-
zaniain 2003. Three of these firms—ByTrade, Balton
Tanzania, and TCI (Tanzania)—account for over 50%
of the market share. These three large firms and three
small importersare profiled in Table I V.1. Of these six
importing firms, Balton and Twiga Chemicals are sub-
sidiaries of multinationals and were in existence be-
fore 1994. The remaining four firms are representa-
tives for multinationals although such representation
is not exclusive. For example, although Mukpar isthe
main representative for Syngenta, five of the six pro-
filed importing firms also purchase and sell products
from this multinational. The annual turnover for these
firms ranges from 1.45 billion Tsh (US $1.45 million)

15In January 2003, TCI (Tanzania) acquired the pesticide
manufacturing facility in Moshi from the Parastatal Sector
Reform Commission (PSRC).

16The Ministry’s estimated annual requirement of CPPs for
control of migratory pestsis US $1 million (Parthasarathy,
SOFRAIR, 2000).
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FigurelV.3. Sructure of the CPP Market in Tanzania

to 5 billion Tsh (US $5 million). Although CPPs are
the main source of revenuefor all of the companies, all
of them are diversified into other business activities.
These firms source CPPs from Western Europe, South
America, Kenya, the Republic of South Africa(RSA),
and Isragl.

Large I mporters

ByTrade is an independent company established
in 1994 and is distinguished by the business it does
with alarge number of independent dealers. There are
approximately 500 independent dealers in Tanzania,
and ByTrade deals with 200 of them countrywide.
ByTrade is also one of the two importing firms inter-
viewed that repackageits CPPsinto smaller packs, and
these packs comprise the bulk of its sales. Balton Tan-
zania (Tz) isasubsidiary of the British multinational,
Balton CP. Although it is diversified into various busi-
nesses, agricultural inputs comprise the majority of its
product line. In 2003 Balton CP became the sole dis-
tributor of CPPsfor Monsanto. Balton isdistinguished
by itsrelatively broad product range (it sells 52 prod-
ucts) and well-developed marketing strategy. Twiga
Chemicals Industries (Tanzania) is a subsidiary of

TwigaChemicalsIndustriesLtd. (TCI) basedin Kenya.
It isthe only importer that imports ready made formu-
lations and active ingredientsto preparelocal formula-
tions. It is also the exclusive supplier of actellic super
dust, which is repackaged into small 1-kg and 2-kg
packsby its parent company in Kenya. However, Twiga
isexperiencing asignificant problem with fake actellic
dust. Since the product is packaged regionally (in
Kenya), thetechnology isreadily available. Therefore,
the fake products are easy to replicate and their profes-
sional appearance makes them hard to identify. More-
over, demand is high because they aretypically sold at
adiscount of 40%.

Small Importers

Mukpar and Suba-Agro are both small indepen-
dent importers based in Arusha. Mukpar began opera-
tions in 1990 and is the main representative for
Syngentain Tanzania. Suba-Agro commenced business
in 2001 and isthe only importing firm interviewed that
provides delivery servicesto its customersusing a 10-
ton truck and motorbikes. Kibo Trading and Services
is a small importer with its headquarters in Moshi.
Unlike the other importing firms interviewed, Kibo's
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TableV.1. The Main CPP Importersin Tanzania

Annual
Year Turnover Product Agents for
Companies | Established | Ownership | (average) Products Breakdown Suppliers Multinationals Customers Services
ByTrade 1994 Independent | 2.2 90% agrochemicals | Insecticides | Syngenta and Bayer Independent | Repackaging
Tanzanian billion (specialty products | 40%, Dupont (Western dealers Technical
Tsh and generics), 10% | Fungicides | Europe); Bayer (70%); cash | advice
(US $2.2 | seed 40% (Germany, RSA, crop farmers, | Credit
million) Herbicides | Kenya, South smallholders, | facilities
20% America) MOAFS,
NGOs
Balton 1964 Balton CP, Sbillion | >50% Insecticides | Makhteshim Main agent for | Whole Technical
Tanzania London Tsh agrochemicals 55%, Agan, Israel Monsanto in range” advice
Ltd. (US $5 (specialty products | Fungicides | Haifa Chemical Tanzania Delivery
million) | and generics), 30% Ltd., Israel Credit
irrigation, water Herbicides | Calliope, France facilities
systems, 15%
telecommunications
Twiga 1950 Twiga Not >50% Not Twiga Chemicals | Subsidiary of | Mainly Repackaging
Chemicals Chemicals available | agrochemicals available Industries (Ltd), TCI independent | Technical
Industries (specialty products Kenya dealers, advice
(Ltd), and generics, local some large- Credit
Kenya formulations), scale facilities
animal health and commercial
veterinary products, farmers
home care products
Suba Agro | 2001 Independent | 1.45 80% agrochemicals | Insecticides | Bayer No Whole Technical
D Tanzanian billion (specialty products | 50% CropScience range" advice
Tsh and generics), seed | Fungicides | (Germany, RSA, Credit
(US and fertilizer (20%) | 30% France, Kenya); Delivery
$1.45 Herbicides | Almandine
million) 20% Corporation SA
(Switzerland,
UK),
DowAgroScience
(France);
Crompton
Uniroyal
Chemicals (RSA)
Mukpar 1990 Independent | Not 40% agrochemicals | Not Syngenta Syngenta Whole Technical
Tanzanian available | (specialty products | available (main range* advice
and generics), 40% representative) Credit
fertilizer, 20% seed facilities
Kibo 2000 Independent | Not Agrochemicals Not Western No Small maize, | Credit
Trading Tanzanian available | (30%) available European firms, vegetable Technical
Co. Fertilizers (30%) Balton (Tz) and coffee Services
Seed (40%) farmers
a. Whole range = Cash crop farmers (tobacco coffee, cotton); independent dealers, small-scale farmers; large commercia

farmers; government; NGOs.

product line is not dominated by CPPs. The product
line is broken down as follows: CPPs (30%), fertiliz-
ers (30%), and seeds (40%).

CPP importers share the following characteristics:

* They al employ professiona technical and sales
staff.

* They have a broad customer base—independent
dealers, farmers, NGOs, and MAFS.

» They each deal with between 50 and 150 indepen-
dent dealers countrywide.

* They have two to three distribution outlets located
strategically to supply their clients and they also do
direct sales, which increases competition in the sup-
ply chain.

* They typically use the banking system to carry out
their transactions: the customer deposits the money
in the importer’s bank account and the importer
sendsthe order viaa public transporter specified by
the customer.

* All theimportersareableto purchase CPPson credit
from their suppliers.



Importers provide credit, delivery, technical assis-
tance, and repackaging services.

Importers do hot monitor their products once they
have been sold to guard against adulteration.

Independent Dealers

There are no accurate data available on the num-
ber and spatial distribution of independent dealers in
Tanzania, but it is estimated that there are 500 inde-
pendent dealers countrywide. These dealers sell their
productsto approximately 2,000 stockistsand they also
retail directly to farmers. There are typicaly one to
two independent deal ers (and 810 retailer/stockists) in
each regional capital and large rural town. The distri-
bution network for CPPs has not penetrated beyond
this point to the rural interior close to villages. Inde-
pendent dealers share the following characteristics:

Many of the independent dealers are agents for one
or more of the importers.

Their product line is comprised mainly of CPPs,
veterinary products, animal feed, and seed; during
the peak season they may also sell some fertilizer.
Thetypical breakdown is. pesticides (65%), herbi-
cides (25%), and fungicides (10%).

They typically sell 10 tons of CPPs per year.
Competition at the importer level isfierce so deal-
ersare ableto purchase on credit without collateral.
With respect to services, dealers extend credit to
select customers, provide technical advice to farm-
ers, repackage their products into smaller quanti-
ties (using generic glass bottles and plastic bags),
and distribute TPRI pamphlets with information
about correct use of CPPs.

Farmers

Farmers in Tanzania can be divided into four
groups: (1) large corporate farmersgrowing high-value
cropsfor export, (2) progressive farmers growing crops
for the domestic market and/or for export, (3) small-
holder farmers growing cash crops for export, and (4)
small-scale farmers growing food crops for home con-
sumption with the surplus being sold in local markets.
The large commercia farmers purchase CPPs in bulk
directly fromimporters and progressive farmers source
their inputs from independent dealers. Smallholders
who grow cash crops obtain their inputs via various
institutional arrangements set up by their respective
crop marketing boards, and small-scale farmers who

85

grow food crops purchase CPPsfrom independent deal -
ers or stockists.

Direct Importation by End-Users

In addition to the private sector, there are a num-
ber of institutions involved in the importation and dis-
tribution of CPPs and other inputs. The Coffee Board
has established a coffeeinput voucher scheme (CIS) to
finance the provision of CPPs and other inputsfor cof-
feefarmers. Separate input funds have been established
in the cashew growing regions to do the same for
cashew farmers. A private company (Abbas Exports)
imports CPPsfor the cashew industry, distributesthem
to the input funds. The Cotton Lint and Seed Board
imports CPPs on behalf of the Cotton Development
Fund for direct distribution to cotton farmers. The two
tobacco-buying firms in Tanzania (Tanzania Tobacco
Leaf Company and Dimon) have established integrated
crop-loan schemesfor the provision of CPPs and other
agricultural inputsto farmers. Tanzania Farmers Asso-
ciation procures CPPs and other inputslocally and dis-
tributesthem toits members (smallholder farmers grow-
ing food and cash crops) via its field offices. CPPs
comprise 90% of the business. In 2002 TFA had 5,000
membersand sold atotal of 4,842 liters of CPPs. How-
ever, sales show adeclining trend due to stiff competi-
tion from private dedlers (Table 1V.2).

Ministry of Agriculture and Food Security

The Ministry of Agriculture and Food Security
(MAFS) procures CPPs for sale to farmers to be used
in large-scale operations against migratory pests, and
in some cases it applies the CPPs itself.

Table|V.2. Sales Trends for Agrochemicals,
Tanzania FarmersAssociation (1999 to

2000)
Product Category 1999 | 2000
(L)
Herbicides 910 592
Insecticides 1,529 634
Fungicides 5,331 3,617




Illegal Importers
Some CPPs also enter Tan-
zania via illegal cross-border

TableV.3. Normative Price Sructure for the CPP Market

trade and are sold without un- Line item Amount
dergoing the proper registration cif 100
procedures. They are sold —
SR Duties, taxes, VAT 0
mainly intimes of ashortage or .
to price sensitive customerswho Cess fee (TPRI) 0.5% f.0.b.
are willing to purchase unreg- Analytical fee to TPRI $50 per 3 tons (1 L is 1 kg)
istered products at a cheaper Inspection fee to COTECNA (PSI) | 1.2% f.0.b.
price. In many cases these are Certificate of Compliance (TPRI) | 0.2% c. & .
fake or adulterated productsthat Bank charges 2% c.if

put the end-users at risk.

Performance of the agency fees)

Port charges (clearing and
forwarding, handling, wharfage,

5% c.i.f. including 20% VAT
on services (handling and
transportation)

Private CPP M arket

Administrative costs

10% c.i.f.

The CPP market in Tanza-
niaiscompetitive and function-

Importer mark-up

10% (but there are a lot of
hidden costs so this is

ing reasonably well. The im-

porter level isoligopolistic, and
somefirmsspecializein certain

overestimated)
Importer selling price 129°
Dealer gross margin 5%-18%

productsand certain market seg-

Dealer selling price

134%-147%

ments. Nevertheless, importer
and dealer margins are not ex-
cessive indicating low barriers

a. Thisis an approximation.

Source: Estimates from interviews with importers and dealers.

to entry (importer markups are

7% and wholesal e gross margins are 5% to 18%); there
isahigh level of non-price competition, and the mar-
ket iswell-facilitated by the wide coverage of the bank-
ing system, which enables long-distance trade and re-
duces transaction costs.

Table IV.3 illustrates the margins at the importer
and dealer levels of the supply chain. Total administra-
tive costs, port charges, and bank charges add 17% to
the c.i.f. price, and charges by TPRI add another 2%.
These marketing costs plus the 10% importer markup
brings the importer price to 29% above the c.i.f. price.
The gross margin at the dealer level consists of mar-
keting costs plus markup and adds another 5%-18% to
the importer’s selling price. Hence, the dealer-selling
price is 34%-47% higher than the c.i.f. price. Thisis
comparable to market performance in Zambia where
the price at the dealer level was estimated to be 30%
higher than the c.i.f. price for herbicides and fungi-
cides and 45% higher for insecticides.”

7P Annequin, ZambiaAction Plan: The CPP Market, Draft
Report, August 2003.
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The similarity of retail prices for select products
in different marketsisfurther evidence of the competi-
tiveness of the CPP market (Table IV.4).

The Regulatory System

The Plant Protection Act (1977) governs the sup-
ply and use of CPPs in Tanzania. The Act, which be-
came operational in 2001, consolidated all plant pro-
tection functions and placed them under the mandate
of the MAFS. The overarching purpose of thislaw and
the accompanying regulations is to increase agricul-
tural productivity while safeguarding human health,
biodiversity, and the environment.'8

180ther related laws or statutes exist, which complement these
two laws and regulations. These include: The Public Health
Act (Cap 535) on pesticides for the prevention and suppres-
sion of diseases to man, and disinfection of polluted water
sources; the Tsetse Control Act (Cap 383) on insecticidesfor
the control and prevention of the spread of trypaniosimiasis;
and the National Industries Licensing and Registration Act,
which isintended to provide for registration and regulation
of industriesin Tanzania.



Table | V.4. Retail Pricesin Selected Markets

Mbeya Galapo Tanzania Farmers
Agrochemicals, Suba Agro Enterprises Association
Product Mbeya (Makambako) (Iringa) (Mbeya)
Prices (Tsh)

Actellic super dust (200 g) Not applicable 1,400 1,300 1,200
Roundup (1 L) 8,500 8,000 8,000
Selecron (1/2 L) 8,500 8,750 8,500
Bravo (1 L) 7,500 8,500
Karate (1 L) 15,000 18,000 4,500 (1/4 L)

In addition, Tanzaniais amember of severa inter-
national and regional organizations(WHO, UNEP, and
SADC) and has signed several international conven-
tions/agreements that deal with hazardous chemicals
and the disposal of hazardous waste (e.g., the 1989
Basel Convention and the 1998 Rotterdam Convention).
Through these linkages Tanzania has benefited from
financial and technical assistance from various organi-
zations. For example, the African Stockpile Program
(ASP) funded by FAO for the disposal of obsol ete pes-
ticide stocks. Nevertheless, the CPPs, which areregis-
tered and used in Tanzania, still include somethat have
been banned or restricted in their countries of origin
and are recognized as hazardous by the World Health
Organization (WHO). Examples include the POPs'®
aldrin and DDT#° and banned pesticides products such
asAldicarb and Parathion.

Satutory Regulatory Agenciesand Their
Functions

Regulatory agencies include statutory and non-
statutory bodies. Under the Plant Protection Act (1997)
the statutory bodies are the National Plant Protection
Advisory Committee (NPPAC) and its four sub-com-

BPersistent Organic Pollutants (POPs) describe a class of
toxic chemical substances that can harm human health and
the environment. The May 2001 Stockholm Convention on
CPPs called for phasing out these chemicals.

2DDT has been restricted for agricultural use becauseit re-
mains in crops; however, its use is being considered by the
Ministry of Health for controlling malaria. This would be
accordance with World Health Organization recommenda-
tions and guidelines for disease vector control.
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mittees;?! the Registrar of Pesticides, TPRI; and the
Secretariat and its inspectors. The composition of the
NPPAC and each sub-committee includes representa-
tivesfrom therelevant Ministries, representativesfrom
quasi-governmental institutions responsible for pesti-
cides and agricultural research, standards control and
environmental management, and arepresentativefrom
the relevant department in Sokoine University of Agri-
culture (Figure 1V.4).

The Division of Plant Health Services (DPHS) is
under the Directorate of Crop Development; MAFSis
the Secretariat of the NPPAC, and the Head of the
DPHS isthe Executive Secretary to the NPPAC.2? The
Registrar of Pesticides (TPRI) and the Inspector-in-
charge are each the Deputy Executive Secretary of the
NPPAC. The Secretariat (and its inspectors which are
appointed by the Minister) istheimplementing agency
for NPPAC decisions, which means it is responsible
for the day-to-day operation and enforcement of the

2The four sub-committees of the NPPAC are: the Pesticides
Approval and Registration Technical Sub-committee
(PARTS), the Biological Control Agents Sub-committee
(BCAYS), the Plant Quarantine and Phytosanitary Services
Sub-committee (PQPS), and the Outbreak Pests Sub-com-
mittee (OPS).

2DPHS has the following mandate from the Plant Protec-
tion Act to (1997): (a) prevent introduction of exotic pests
and their spread, (b) manage outbreak of pests, and (c) con-
trol importation and use of plant protection substances. In
accordance with this mandate, the DPHS is divided into six
units. (Figure 1.4, Structure of Statutory Pesticide Regula-
tory Agenciesin Agriculturein Tanzania).
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law and supporting regulations. DPHS has five Plant
Protection Zonal Centers responsible for performing
these functions in each zone.

Tropical Pesticides Research Institute of Tanzania

The Tropical Pesticides Research Institute of Tan-
zania (TPRI) is an ARI based in Arusha. It has three
departments—research, technical services, and finance
and administration. The three divisions within the re-
search department are: the plant protection division,
the chemical and physical division, and the livestock
and animal disease control division. The Registrar of
Pesticides is within the Plant Protection Division of
TPRI and this office is responsible for pesticide regis-
tration, training, and monitoring and enforcement of
regulations. Training entails training of farmers, ex-
tension staff, importers, and dealers in the proper han-
dling and safe use of CPPs. Monitoring and Enforce-
ment entails carrying out surveillance of pesticide
imports and exports at border points and monitoring
the quality, handling, and use of pesticides. TPRI in-
spectors also check for expired pesticides and advise
dealersto send them to TPRI for retesting and reuse if
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they are still viable or to the NEMC for disposal. At
present there are only 2030 inspectors to service the
whole country. However, TPRI has 165 inspectors un-
dergoing training to inspect premisesand deal ersat the
point of sale. The aim is to have a plant protection in-
spector in every region.

The Registration of CPPs

The pesticide control legislation requires that no
CPP be imported/manufactured, formulated, distrib-
uted, or sold in Tanzaniaunlessit isregistered; no com-
pany engagein theimportation and distribution of CPPs
unless it is registered; and the concerned parties have
to provide proof that they or their staff are competent
to handle pesticides and that their premises are adequate
and well-equipped for the storage and sale of CPPs.

Registration of a product is the responsibility of
the manufacturer of the pesticide or its importer. All
documentation is dealt with by the Registrar of Pesti-
cides at TPRI, and recommendation and approval are
done by the PARTS and TPRI Council, respectively.
All CPPsare subject to testing for product efficacy and



degree of toxicity before they can be registered, in or-
der to ensure they do not pose athreat to human health
or the environment. Registrations are not granted on
the basis that they have been approved for usein other
countries.>

The registration of pesticides requires an applica-
tion for a permit to the Registrar by the manufacturer
or the importer. It should be accompanied by a dossier
containing all the required information.

If asampleis submitted to the Registrar for analy-
sis for the purposes of registration, it must be accom-
panied by appropriate standards, not be less than 0.5
kg inthe case of solidsand 0.5 L in the case of liquids;
be accompanied by its specifications and other relevant
information; be adequately packed, sealed, and |abel ed;
and be accompanied by samples of the containersin-
tended to be used for marketing, distribution, use or
any other disposal. Once a sampl e has been submitted,
the assessment entails in-country testing for a mini-
mum of three growing seasons. Upon completion of
theanalysis (maximum of 14 days), theresultsare sub-
mitted to the Registrar using a Certificate of Analysis.

Once the Registrar is satisfied that the applicant
hasmet all the requirements, the applicationisapproved
and the Registrar issues a Certificate of Registration.
There are three categories of registration:

1
2.

Full registration that is valid for 5 years.
Provisional registration, whereby due to non-com-
pliance with any provision of the regulations the
Registrar is unableto register apesticide. The Reg-
istrar can defer registration pending compliance and
issue aNotice of Deferment, which entitles the per-
son applying for registration of a pesticide to im-
port and distribute the pesticide.

Experimental registration, whereby afirm can have
a pesticide registered for experimental purposes.

Business License—Any business intending to be
involvedinthe CPPindustry can only beissued abusi-
ness license from the municipality after they have pro-
duced a certificate of registration from the Registrar.

23Harmoni zation of registration proceduresin the East Afri-
can community should be encouraged.
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Various fees are applicable, depending on the activity
and its scale. The fees associated with registration and
obtaining abusinesslicense are presented in Table|V.5.
Violations of the law or regulations can result in the
withdrawal of a license or permit, and are subject to
penalties.?*

Duties and Taxes—As isthe case for all agricul-
tural inputs, CPPs are currently exempted from import
duties and VAT on the product. However, the packag-
ing materials (e.g., imported glass bottles, labels, car-
tons, plastic bags) and services (transportation) are sub-
ject to 20% VAT.

Other Satutory Bodies

The following statutory regulatory agencies have
activities, which are relevant to and support the CPP
industry. NPPAC is responsible for defining, testing,
labeling, and certification of CPPs after confirming
compliance (arepresentative of TBS sits on this com-
mittee). Société Générale de Surveillance (SGS) is a
verification, testing, and certification multinational re-
sponsiblefor checking pesticide residue on agricultural
cropsfor export. TRA isresponsible for product clear-
ance (through the issuance of abill of entry) at the port
in collaboration with MAFS and TPRI. It a'so collects
revenues raised by the 20% VAT on packaging materi-
als and services. COTECNA, a Swiss firm, has been
contracted by the GOT to conduct pre-shipment inspec-
tions, determine customs valuation and classification,
import eligibility, and payable duty and tax.

NEMC is the leading advisory and regulatory
agency responsible for the protection of the environ-
ment and sustainable use of natural resources in Tan-
zania. Its mandate includes the enforcement of envi-
ronmental regulations as provided in the National
Environmental Policy, and the organizationisinvolved
in the ongoing process of formulating an environmen-
tal law that is expected to be passed in 2004 which will
cover all aspects of pollution control. One of its pro-
grams deals with the disposal of obsolete toxic CPPs.

240Offending companies are subject to a fine of between 10
million and 100 million Tsh; individuals found in violation
are subject to afine of between 2 million and 10 million Tsh
or to aterm of imprisonment of 3 years or both.

2Tanzanian trade regulations require pre-shipment inspec-
tion at the point of origin for goodsexceeding $5,000in value.



TableIV.5. Fees Charged For the Various Plant Protection Services

Service Payable Fee Validity of Payment
(US $)
Import Permit 5 Per consignment
Input Cess Fee 0.5% f.0.b. Per consignment
Inspection
- If consignment is 1 ton or less 2 Per consignment

- If consignment is more than 1 ton but
less than 1,000 tons

2 + (No. of tons x US $0.2)

Per consignment

- If consignment is more than 1,000 tons

202 + (No. tons x US $0.1)

Per consignment

Treatment Supervision

Minimum of US $100

Per consignment

Import Certification 2 Per consignment
Analysis
Laboratory Minimum of US $150 Per sample
Field Testing Minimum of US $2,000 Per product
Categories of Registration
- Experimental 1,000 1 year
- Provisional 1,500 2 years
- Full registration 1,000 5 years
- Re-registration/renewal 5,000
Issuance of Pre-Approval for
Business License
- Formulator/manufacturer 100 1 year
- Importer 150 1 year
- Distributor/retailer 25 1 year
- Commercial operator (transporter,
storage) 50 1 year
- Business license 50 Once

Source: Plant Health Services, Plant Protection Act 1997.
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A 1997-2000 inventory revealed 1,200 tons of obso-
lete pesticides in Tanzanialocated in 400 storage sites
countrywide. Thereasonsfor the accumulation include:
excessive donations from western governments, poor
storage, the products were banned and subsequently
abandoned, and ineffective coordination between the
multipleingtitutionsinvolved inimporting and distrib-
uting CPPs. There are no facilities for the disposal of
obsolete pesticides in Tanzania, and the government
does not have the finances to build them. However,
Tanzania has been earmarked for funding by the Afri-
can Stockpile Program (ASP)% and implementation is
scheduled to begin in July 2004 and take 4 years. In
the interim, efforts are being made using funds from
FAO (10 million Tsh or US $10,000) to clean up sites
that are in critical shape and cannot wait until 2004.

Supporting Institutions

A number of ingtitutionsinfluence the devel opment
and effectiveness of the CPPindustry in Tanzania.

Agrochemicals Association of Tanzania

TheAgrochemicalsAssociation of Tanzania(AAT)
isaprivate, non-profit organization established in 1989.
It is registered with the Registrar of Societies and af -
filiated with Crop Life International (the international
association of agrochemical manufacturers). AAT ob-
jectives include:

Develop and maintain a business climate favorable
to the growth of the industry.

Consult the government in enacting suitable legis-
lation for the CPP industry.

Increase public awareness of the value of pesticides
in agriculture and public health.

Create regiona and international linkages.

%The ASP is a comprehensive effort to clean up obsolete
stockpiles in Africa within a decade. The World Bank and
theglobal industry association, CropLifeInternational, have
endorsed the project and it isbeing sponsored by FAO, UNEP,
UNIDO, AfDB, and EAC. The ASP has the following com-
ponents: (@) cleanup of existing stocks; (b) build domestic
capacity to deal with obsolete pesticides; and (¢) awareness
and prevention programs targeted at stockists, farmers, and
government regulatory institutionsto avoid reaccumul ation.
So far 15 countries have been earmarked for funding, in-
cluding Tanzania.
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AAT hasavoluntary code of conduct to encourage
members to adhere to certain minimum standards of
practice while manufacturing, formulating, packaging,
storing, and distributing CPPs. At the present timethere
are 15 members and financial resources come from
members' annual subscriptions, fund raising activities,
and donations from Crop Life Tanzania. Annual fees
are presented in Table 1V.6.

Through its affiliation with Crop Life Tanzania,
the association benefits its members in the following
ways.

» Offers technology demonstration and training in
partnership with the private sector.

Promotesthe exchange of ideas onimportant issues,
for example, how to handle expired and obsolete
stocks and how to train farmers in the best use of
pesticides.

K eeps them abreast of current issues facing thein-
dustry and of what is happening in other countries

Table|V.6. Agrochemical Association of Tanzania,

Annual Fees
Membership Admission | Subscription
(US'9)
Full Member 20 150
Associate Member 20 100
Small Dealer 20 25
Foreign Member 20 500

regarding issues of interest to the agrochemical
industry.

AAT isinvolved in the following activities:

» Attends meetings/seminars that have relevance to
the Association’s goals and objectives.

e Attends TPRI's PARTS meetings on technical con-

trol issues and registration procedures.

Embarks on media campaignsto educate the public

on the proper use of pesticides.



Conducts workshops and training programs on the

safe use of CPPs for stakeholders.

L obbies the government to promote the interests of

members and farmers. Examples include:

— A proposal to increase the input cess fee by 1%
f.0.b. and allocate the funds generated to AAT to
support their activities.

— The association is lobbying TPRI to make the
registration procedure less cumbersome and re-
strictive.

AAT isconstrained by thelack of fundstoincrease
the scope of its activities and low membership. There-
fore, AAT is lobbying TPRI to make membership in
the association arequirement of registration, but so far
it has not been successful. Such a move is not desir-
able. The membership inthe AAT should be voluntary.

Commercial Court of Tanzania

The GOT with the assistance of DANIDA estab-
lished a Commercial Court of Tanzania (CCT) in Dar
es Salaam in September 1999 (it isa Commercial Di-
vision of the High Court of Tanzania). The purpose is
to enhance the effectiveness and efficiency of the judi-
cial systemin the resolution of commercial disputesin
all sectors. A dispute has to have a minimum value of
25 million Tshto be taken up by the CCT. Traderswith
smaller claims can go to the magistrate court. Some of
the importers have used the court successfully to ob-
tain payments from customers.

Research Sationsand Sub-Sationsand the
Agricultural Extension Service

Research servicesfrom national research institutes
and Sokoine University of Agricultureimpact the mar-
ket by conducting crop- and livestock-related research.
The Agricultural Extension Service of MAFS has a
mandateto providetraining and information about new
technologies to farmers. The research centers are un-
der the auspices of the Department of Research and
Development of the MAFSand arelocated in the seven
agro-ecological zones of Tanzania.

Institutions and Projects Involved in Integrated
Pest Management in Tanzania

Until recently, crop pest control methodsrelied al-
most exclusively on chemical pesticides. Following the
increase in the devel opment of pest resistance to some
of these chemicals and their detrimental side effects
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on the environment and human health, thereisincreas-
ing emphasisin Tanzania on using integrated pest and
disease strategiesto control pests and minimizethe use
of agricultural chemicals. Two of the six units of the
DPHS of the MAFS—Outbreak Control Services and
Integrated Pest Management—are charged with using
non-chemical means to control pests. In addition, the
following steps have been taken by the GOT:

Kibaha National Bio-Control Center was estab-
lished to promote the biological control of pests.
Bio-control programs currently carried out at the
center include management of the following: water
hyacinth, cassavagreen mite (CGM), cassavamealy
bug (CM), citruswaooly flies, cereal stem borer, and
diamond black moth in cabbage.
Tanzania/German |ntegrated Pest Management
Project—Since 1992 the Government of Germany
has been supporting the Government of Tanzaniain
devel oping and implementing I ntegrated Pest Man-
agement (IPM) in agriculture. It is a national pro-
gramwith pilot implementation inthe Northern Zone
(Arusha and Kilimanjaro) and the cotton-growing
areasinthe Western Zone. Itisclosely aligned with
the DPHS of MAFS, and the extension services at
the district level. The primary target group is re-
source poor farmers, organized in farmers' |PM
Working Groups in the pilot areas.

Constraints Affecting the
Perfor mance of the CPP Market

The CPP market in Tanzania is reasonably well
developed and is governed by an elaborate legal and
regulatory framework. Neverthel ess, thefollowing con-
straints continue to obstruct the devel opment of awell-
functioning CPP market in Tanzania.

Supplyside Constraints

M acroeconomic Constraints—Finance is not a
constraint at the importer level; al the importers are
agents for multinational companies so they are ableto
obtain their CPPs on favorable credit terms from their
suppliers. Moreover, importers quote prices to their
customers in dollar terms, thus passing any exchange
rate risk down the supply chain. Due to stiff competi-
tion among importers, dealershhave accessto credit with
no collateral. Nevertheless, high interest rates and a
depreciating exchange rate make it too expensive and/



or risky to buy goods fully on credit. Therefore, deal-
ers prefer to pay 30%-50% of what they owe upfront
in cash. Their main sources of cash are savings and
borrowing from the banks using immobile collateral
(houses, land). However, dealers find that the lending
termsare unattractive given relatively low returnsfrom
the CPP business. The outcome is that dealers have
limited finances to invest in the CPP business, which
limitsthe size of their orders (uneconomical sizes) and
their ability to invest in market devel opment activities.
In addition to limited access to finance, the 20% VAT
on packaging and services adds to the cost of CPPs
and therefore constrains use at the farm level.

Weak Development of Dealer Networks Into
Rural Areas—CPPdealersare mostly concentrated in
the regional capitals and large towns; there are very
few dealersintherura areas. Thisisprimarily dueto a
lack of financial resources to expand into the rural in-
terior and poor rural road infrastructure. The result is
that farmers have to travel an average of 35-50 km to
purchase CPPs. Consequently, the cost is higher (in
termsof transport and traveling time) which limits how
much farmers can afford to purchase.

L ack of Human Capital—CPP dealers have lim-
ited business management (administrative and finan-
cial) skills and technical knowledge about the prod-
ucts they are selling.

Lack of Market Information—There is no cen-
tral body that isresponsiblefor collecting dataand dis-
seminating information about the CPP market. As a
result, data are scarce and what is available is not reli-
able. The 2003 data presented in this report are based
on estimates made by stakeholders. The only consis-
tent and systematic import data is from COTECNA,
but thisdataset only includes product entering the coun-
try viaformal channels, and it does not include CPPs
that enter across land borders. There is no comprehen-
sive data set on CPP use nationally, by type of product,
by crop, by district, by type of farmers, and thereisno
time series data on imports, consumption, availability,
and prices. The lack of readily available data makesiit
difficult for the MAFS to plan ahead and avoid short-
falls or oversupply, and for the private sector to plan
their marketing strategy to meet farmers’ needs and
maximize their returns. Lack of data also means farm-
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ersare unaware of the current market situation beyond
their immediate geographic area.

Cumbersomeand Weakly Enforced Regulatory
Framewor k—At the importer level, the enforcement
of regulations plays more of a restrictive role than a
supportive one. Specifically:

e Thelack of clarity in the CPP industry regarding
the ingpection functions performed by COTECNA
and TPRI.

The inadequate facilities and equipment at TPRI
which delay the release of new products.

The requirement of three cropping cycles for new
product registration discourages importersfrom in-
troducing new, cheaper products to the market.
The expensive registration fees discourage manu-
facturersfrom introducing new, more suitable prod-
ucts to the market. This is particularly relevant to
genericssincetheir price may betoo low relativeto
the cost of registration.

The delays in the release of the letter of authoriza-
tionfrom TPRI for clearance of consignmentsfrom
the port (it can take aslong as4-5 days). Thismakes
it necessary for the importer to unload the material,
storeit in awarehouse at or near the port or border,
and then reload after clearance. Thisincreases costs
and reduces timeliness of availability.

The emphasis at the distribution level is on train-
ing and education. Thereisminimal inspection of shop
premises and personnel and poor enforcement of truth-
in-labeling. Asaresult, shop premisesare not equipped
to deal with accidents and it is not uncommon to find
CPPs displayed next to veterinary products and seed.
Moreover, many dealersstill lack the requisitetraining
to handle and sell CPPsand in many cases TPRI trains
the owners of the establishments who are not the ac-
tual sellers of the products. Thereis also uncontrolled
distribution of repackaged products, which leavesroom
for illegal activities such as incorrect labeling (e.g.,
renaming of the original pesticide or using the name of
the active ingredient as the brand name) and unsafe
packaging by workerswho are not trained or protected.
There isaso no control of quantity and quality once a
product has been repackaged which increases the risk
of adulteration.



Demandside Constraints

Smallholder farmers growing food crops account
for less than 10% of the CPP market. Therefore, they
represent an untapped market, which can form the ba-
sis of future expansion of the CPP market. However,
their demand is constrained by the following factors.

L ow Purchasing Power—Dueto their limited fi-
nancial resources, smallholders buy in small quanti-
tiesand apply less than the recommended dosage. The
purchasing power constraint has also increased the
demand for CPPs in small packages, creating an op-
portunity for fake products to enter the market since
these are typically sold at half the price of the authen-
tic products.

Lack of Input Credit for FarmersGrowing Food
Crops—It is difficult to establish crop-loan schemes
for smallholders growing food crops. These crops are
typically grown over a wide geographical area by nu-
merous farmers, and have a large number of buyers.
The transaction costs of reaching separate, individual -
ized credit arrangements with such alarge number of
dispersed farmers are prohibitive, plus the large num-
ber of potential buyers means farmers have many op-
tions of who to sell to which makes|oan recovery im-
possible.

Weak Output Markets—The weak output mar-
kets constrain demand for CPPs. Since smallholder pro-
ducers of food typically sell their surplusimmediately
after harvest when the prices are lowest, they are un-
ableto sdll their output at pricesthat will alow themto
cover the cost of the CPPs.

I neffectiveness of Actellic Super Dust—An Im-
portant CPP Used by Smallholders—Farmers are
complaining that actellic super dust (an insecticide used
to control the grain borer, which has destroyed large
quantities of stored and unharvested maize in Tanza-
niain recent years) is becoming ineffective. The exact
reasons are unknown but include: the fake products
entering the market, incorrect application by the farm-
ers, mishandling of the insecticide by traders, and
buildup of resistance by the pests. One unfortunate
outcomeisthat in desperation somefarmers haveturned
to the use of poisonsto protect their stored maize.

Lack of Farmer Knowledge About CPPs—In-
terviews in the field revealed that many farmers have
not been trained and therefore lack knowledge about
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the correct use of CPPs. Farmers do not use the correct
mixing ratiosand protective gear (clothing, masks), are
unaware of handling and storage guidelines, and are
unaware of the hazards of using CPP containers for
carrying drinking water or food. Second, farmers use
new productsin the same way that they used old prod-
ucts, which can be unproductive as well as dangerous.
For example, farmers use the liquid form of actellic—
recently introduced to the market—in the same way
that they use the dust (spraying it directly onto the
maize), which is poisonous. Third, farmers fail to un-
derstand that the same active ingredient can be sold
under adifferent brand name. Therefore, if they do not
recognize the brand name they will not purchase the
product. Farmersal so have some misconceptionswhich
need to be addressed through education; for example,
farmers prefer to buy the insecticide Bulldog after it
has expired because they believe it works better than
the unexpired version and willingly pay the price of
the unexpired product.

M easures Needed to Strengthen the
Functioning and
Performance of the CPP Market

Measuresto Address Supplyside Constraints

Srengthening Dealer Networksin Rural Areas—
Itiscritical that the business and technical knowledge
of CPP dealers be improved in order to improve mar-
ket performance. Dealers need training in business man-
agement and marketing strategies in order to conduct
their businesses profitably and expand into the rural
interior. Dealersalso need to betrained regarding bank-
ing procedures and credit management in order to have
access to affordable credit, although this also hinges
on an improvement in macroeconomic conditions. In
addition, dealersrequiretraining in product knowledge
(the required inputs and their proper use) so they can
pass this information onto farmers.

Strengthen the Agrochemical Association of
Tanzania—The Agrochemica Association of Tanza-
nia (AAT) has demonstrated that it is a serious organi-
zation committed to improving the performance of the
CPP market by requiring membersto adhereto abusi-
ness code of conduct and providing training and work-
shops that increase the technical and business knowl-
edge of importers, dealersand farmers. It can al so work
toincreaseinteraction among importersand dealersand
between them and the government at the national,



regiona and district levels. However, it needs to be
strengthened by increasing the size of its membership.
In this regard the AAT, with the support of TPRI and
the MAFS, should make a concerted effort to inform
importers and dealers about the benefits they stand to
gain from joining the association and encourage them
to join the association.

Introduce a M echanism to Prevent Future Ac-
cumulation of Expired Pesticides—As mentioned
earlier, a 1997-2000 inventory revealed 1,200 tons of
obsol ete pesticides in Tanzania located in 400 storage
sites countrywide. However, there are no facilities for
the disposal of obsolete pesticidesin Tanzania, and the
government does not have the finances to build them.
Therefore, Tanzania has been earmarked for funding
by the African Stockpile Program (ASP), which will
undertake the safe and environmentally sound disposal
of these obsolete stocks. |mplementation beganin July
2004 and should take 4 years. In the interim, efforts
have been made using fundsfrom FAO (10 million Tsh
or US $10,000) to clean up sites that are in critica
shape.

However, there is no system in place in Tanzania
to prevent the future accumulation of outdated pesti-
cides. The current policy isfor importers to send their
expired stocks to TPRI to have them retested, and if
they are cleared for reuse they areresold to large farm-
ers. Thereisno plan for disposal if these products can-
not be reused. Moreover, independent dealers have to
find their own means of handling these products. CPPs
which are registered and in use in Tanzania include
some that have been restricted or banned in their coun-
tries of origin and are recognized as hazardous by the
WHO. Examples include aldrin, aldicarb, and par-
athion. The DPHS needs to draft a national policy for
the proper monitoring and disposal of pesticides. The
policy should involveregular inventory of stocks, iden-
tification of expired products, retesting or destruction
of expired products, and a mechanism for preventing
accumulation. The DPHS should also establish guide-
lines to avoid accumulation of pesticides imported to
deal with emergency outbreaks. In addition, efforts
should be made to find alternatives to the use of re-
stricted and banned CPPs. This will include intensify-
ing research and extension on integrated pest manage-
ment practices and other non-chemical methodsfor the
control of pests and diseases.
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Remove VAT on Packaging and Services?’—The
20% VAT on packaging and services is passed onto
farmers and increases the price they have to pay for
CPPs. Therefore, theremoval of thistax wouldincrease
access to CPPs by smallholders and thus encourage
increased usein thefield and in storage. Removal will
also promote the legal repackaging of products into
small packages, which are more affordable to
smallholders using more suitable packaging material.
However, in order to be successful the removal of the
VAT should be preceded by research to determine the
potential winnersand losers so that suitable adjustments
can be made in the government budget in order to maxi-
mize the overall gainsto society.

M easuresto Address Demandside Constraints

Provide Training to Improve Farmer Knowl-
edge and Use of CPPs—TPRI, MAFS, and AAT
should collaborate to provide training to farmers to
improvetheir knowledge about the right type and dos-
age of CPPs for the various crops and the correct use
and handling of these products.

Legalize and Monitor Repackaging—Since
smallholders account for 85% of agricultural produc-
tion in Tanzania, this sector offers the biggest growth
area for the CPP market. Smallholders typically use
small packages of CPPs either because they are culti-
vating small plotsand/or they face a purchasing power
constraint. Therefore, reaching the smallholder farmer
will requirelegalizing the repackaging of CPPsin small
packages, training and licensing interested dealers,
monitoring these businesses to enforce regulations
(truth-in-labeling, quality control, appropriate packag-
ing and sealing equipment) and penalizing those who
engagein it illegally. Thiswill aso reduce the preva-
lence of fake and adulterated products since part of
their appeal istheir smaller packaging at alower price.

Increase the Effective Demand of Smallholder
Farmers—Increasing the effective demand of small-
holder farmers will require increasing their access to
seasonal credit, improving output marketing and post-
harvest opportunities, promoting crop diversification,
and developing off-farm income generating activities
in rural areas. Increasing access to credit will entall

27At the stakeholders’ workshop, it was decided that a study
be conducted to assess the pros and cons of this measure.



addressing the weaknesses in the current institutions
offering input credit to smallholder farmers (SACOS
and SACAYS). It is also important to train dealers to
extend credit to farmers. However, in order to do so,
dealers will need better access to credit. Therefore,
importers and bankerswill also have to be targeted for
training in extending credit to dealers.

Conduct Research on Actellic Super Dust—Itis
imperative that TPRI and the MAFS do research to
determine the extent and cause of the problem of inef-
fective actellic super dust otherwisethe grain borer will
continue to threaten the food security of maize-
dependent farmers.

Other Measuresto Improve the
Performance of the CPP Market

Introduce Changes to Improve the Regulatory
Framewor k—Tanzania has an impressive regulatory
framework in place for CPPs, but the institution re-
sponsible for enforcement, TPRI, is constrained by a
lack of human and financial resources. Thereisaneed
to reassign responsibilities in order to increase effi-
ciency, clarify the roles of the various regulatory bod-
ies, and simplify thelegal and regul atory framework to
make it easy to implement. Suggestions in this regard
are asfollows:

Product registration, monitoring, and enforcement
should remain theresponsibility of TPRI. Inthisre-
gard, the ongoing revision of the 1997 Act should
be expedited in order to reduce the time required
for registration.

The inspection duties performed by COTECNA
(quantity) and TPRI (quality) need to be published
and made availableto stakeholdersto clarify therole
of these ingtitutions in the CPPindustry.

Training and education should be the responsibility
of the MAFS in collaboration with AAT.

Data collection and dissemination should be taken
over by the market information unit in the MAFS.
Truth-in-labeling should be the responsibility of the
Tanzania Bureau of Standards.

TPRI should invest more resources in monitoring
and enforcement in the distribution system. In or-
der to ensure broader coverage TPRI should autho-
rize someother institutions (e.g., district officersand
extension workersin the MAFS) to carry out some
of its inspectorate responsibilities.
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Theimplementation of these changeswould require
the amendment of the law and accompanying regula-
tions accordingly.

Establish a Market Information Unit—Market
information is essential for public monitoring of mar-
ket conditionsand policy analyses, and improving trans-
parency thereby promoting competition and long-dis-
tance trade. While this is primarily the responsibility
of the DPHS of the MAFS, the private sector has an
important role to play by making information avail-
able to the public sector. The specific recommenda-
tions are as follows:

Every importer and dealer should berequiredto send
data on prices and quantities imported and distrib-
uted to a(newly created) market information unitin
the DPHS on a regular basis. This would require
reviewing the 1997 Act and making it mandatory
for the private sector to submit such datain order to
renew their import permit or business license.

The DPHS should periodically disseminate market
information to importers, dealers, and farmers to
enabl e them to make better decisions about procure-
ment. Theinformation should be categorized accord-
ing to the needs of the particular interest group. The
appropriate mediumwill be determined by the DPHS
and may includetheradio, amonthly newsletter that
isdistributed at thedistrict level, and/or the Internet.
One specific suggestion isfor the Farmer’s Gazette
to include information on the CPP market.

TPRI should make the list of the registered pesti-
cides and importers and dealers available on the
Internet and distribute it to all registered CPP busi-
nesses annually. This list should be regularly up-
dated.

MAFS and AAT should work together to establish
and operate this unit.

Information should be disseminated about health and
environmental impacts of the CPPs.

Regional Har monization of CPP L egidation and
L egalization of Cross-Border Trade—Regional har-
monization of CPP policies and regulations, particu-
larly registration procedures, can increase the availabil -
ity of cheaper and legitimate, and possibly more suitable
CPPsin Tanzaniathusreducing farmer demand for fake
and adulterated CPPs which are typically sold at half
the price of registered products.



Attachment 1V.1. Major Pests and Diseases Affecting Major Cropsin Tanzania

Crop Major pests Major diseases
Maize African armyworm, American bollworm, African | Leaf rust, leaf blights, maize
maize stalkborer, pink stalkborer, spotted streak disease
stalkborer, cutworms, maize leathopper
Rice White paddy stalk borers Blast, brown spot, bacterial
leaf blight, rice yellow mottle
virus
Wheat Armyworm, Leaf rust, brown rust, stem
rust, yellow rust, septoria
diseases
Cotton American bollworm, spiny bollworm, cotton Bacteria blight, fusarium wilt,
aphid, cotton stainer, blue bugs alternaria leaf spot
Sisal Sisal weevil Bole rot, zebra disease,
korogwe leaf spot
Coffee White coffee borer, antestia bugs, coffee berry Coffee berry disease, coffee
borer, coffee berry moth, coffee thrips, coffee leaf | rust, fusarium back disease
minor
Tobacco American bollworm, cut worms, green peach Brown spot, barn spot
aphid, white fly, root knot
Cashew Helopeltis bugs, coconut bugs, thrips, stem borers, | Powdery mildew,
mealy bug, anthracnose, die back,
pestalotia leaf spot
Tea Helopeltis bugs, black citrus aphid Armillaria root rot, back root
rot
Sugarcane | Sugarcane white grub, sugarcane beetle, None reported
sugarcane scale, sugarcane stalkborer,
armyworms

Source: “Plant Pests and Diseases Field Hand Book, A Guide to their Management,” Plant Health Services, MOAFS.
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Attachment 1V.2. Current Portfolio of Registered Brands of CPPs Available in Tanzania, 2003

General
General Use Use (2 Restricted | Experimental Most Used Active
Type (5 years) years) Use Purposes Ingredient

Insecticides 10 147 7 112 permethrin,
deltamethrin,
fenualerate, pyrethrins,
lambda-cyhalothrin,
endosulfan,
cypermethrin,
dimethoate,
fenitrothian

Fungicides 9 53 2 39 mancozeb, sulphurs,
copper oxychloride,
copper hydroxide

Herbicides 5 57 10 35 atrazine, glyphosate,
amitraz

Others” 2 21 14 13 amitraz, cypermethrin

Total 26 278 33 199

a. Plant growth regulators, rodenticides, acaricides, and avicides.

Source: Inputs Division of the Ministry of Agriculture and Food Security.
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