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Executive Summary
This report is based on a review of rich Tanzanian literature on agriculture and of the improving policies  and strategy for agricultural development put in place over the past decade. The policies are summarized in the Agricultural Sector Development Strategy of 2001 and implemented via the Agricultural Sector Investment Program of 2005 and other programs. Commitment to agriculture has been further increased via increased public expenditures. This was followed by KILIMO KWANZA,  a vigorous call for all Tanzanians to commit to agricultural growth and development. The 10 pillars of Kilimo Kwanza build on ongoing efforts under existing programs and amplify them. The report is therefore not a critique of Tanzanian domestic agricultural policies and programs, but attempts to contribute to them via a special focus on agricultural trade.    

Tanzania is undoubtedly one of Africa’s Sleeping Agricultural Giants. It is blessed with ample land and water resources suitable for agriculture, is located on the coast and borders six countries that could serve as agricultural markets. It also has a comparative advantage in the production of both food and export crops. Growth in the countries of the East African Community and beyond has greatly enhanced the demand prospects for Tanzanian Regional Exports. International commodity prices have settled at higher levels than before the recent price spike and are expected to continue to rise. And the international trade environment has become more receptive for agricultural exports from the developing World.  The first message of this report, therefore, is that it is time for Tanzania to gear up to seize these greatly improved improved opportunities in regional and global agricultural markets. 
However, unlike a number of comparators with similar conditions, Tanzania so far has not been able to translate its favorable endowments and location into successful agricultural and export growth. As already mentioned, Tanzania has gradually improved its approach to agricultural strategy, policies and programs. The Agricultural Sector Development Strategy (ASDS) and the recent Kilimo Kwanza combine a private sector orientation with guidance and support from the public sector. But apart from advocating for more cross-border trade, they are not export-oriented strategies. Kilimo Kwanza also advocates that Tanzanian Agriculture focus on producing what Tanzanians consume. Inward looking strategies ignore demand side constraints to agricultural growth. They differ from the strategies of Tanzania’s Brazil, China, Thailand,  Vietnam. The inward looking orientation has meant that Tanzania has been much slower than the rest of the World in improving its agricultural incentives, which means that it continues to have among the worst agricultural incentives in the world. The second message of this report is that it is time for Tanzania to change its agricultural trade outlook and producer incentives sharply.  

The third message of this report is that it took far too long to translate the 2001 ASDS into the Agricultural Sector Development Program (ASDP). It has started to implement fully only in the last two years, seven years after the strategy was desinged.which means that these changes have not had a significant impact on agricultural growth and poverty reduction. This report also shows that in many other areas of policy and institutional reform that are important for agriculture progress has come at a very slow pace.  These issues include: (1) the delays in the reforms of the Crop Boards that have been under discussion since 2001 and subject of a government directive in 2005, but with little change; (3) the lack of resolution of difficulties faced by users in the implementation of the agricultural agreements under the East African Community. The third message is that, such prolonged inertia on in critical policy, institutional and infrastructure areas will have to be replaced by urgent and thorough action.
 Throughout Tanzanian discourse on agriculture, one also senses a continued distrust of the private sector, and of farmers, the majority of whom are women. The distrust of the private sector manifests itself in a recent study discussed below, and in continued emphasis on state centered policies and programs. The distrust of female and male farmers leads to an under-appreciation of their role as potential actors and investors in their agricultural destinies. The necessary public programs are therefore often seen as the main act in fostering agricultural growth and development, rather than as helping the farmers and the private sector help themselves, and thereby the country.  The final message of the report is that such attitudes have been abandoned by most other developing countries for some time. They remain a hindrance to the proper role of (the necessary) public support and of private action and investment in agriculture.  
Clearly, the objective of this report is not to discuss the slowly improving domestic strategies, policies and programs that are already working to achieve higher agricultural growth in Tanzania. Instead it is to discuss how Tanzania can become an internationally competitive agricultural producer and exporter that properly utilizes its vast and diverse agricultural potential. 
The changing international context

Growth in Africa has accelerated in the last decade and a half, and, after a decline associated with the global economic crisis, is expected to resume at a high and possibly growing rate of growth. This means that Tanzania is no longer living in a region of low-growth countries and can instead expect major new opportunities for agriculture to arise from its neighbors. For agriculture, the major regional opportunities will be in food crops, horticulture and livestock products. 

After declining significantly from the 1970s to the 1990s, international food prices stabilized at a very low level for about ten years, then spiked, and finally settled at markedly higher levels in 2009. For Africa as a whole and for Tanzania, in particular, the period of international price decline coincided with periods of structural and agricultural adjustments. This meant that the agricultural reform efforts had to sail against the wind of declining international prices, which not only made it more difficult to initiate and sustain the reforms, but also reduced their impact on agricultural growth. 
Prices are projected to remain at these levels or rise further in the medium term. The drivers of price increases are population growth, urbanization, income growth (primarily in emerging economies and in Africa itself), and biofuels. In the long run, beyond 10 to 20 years, higher prices will undoubtedly bring forth a vigorous supply response across the World, and the declining trends in international prices may return. It is therefore important for Tanzania to act quickly to catch the boat of enhanced export opportunities before it leaves.  
In the medium term, the demand side drivers of higher agricultural prices will favour oilseeds, horticulture, pulses, and other crops with higher incomes than cereals and tubers. They will also favour livestock farmers, especially in poultry and dairy products. Future agricultural policies will need to account for these likely trends. These higher prices will rule not only in overseas markets but also within regional markets. A strategy focused on taking advantage of these regional market opportunities is easier to achieve than one focused on conquering overseas markets. At the same time success with such a strategy will help build a basis for subsequently breaking into overseas markets.   

The food price spike has already hurt poor urban consumers and net buyers of food in rural areas. The impact was especially severe in food-importing countries that had few options in trying to prevent a pass-through of international prices to their consumers. At the same time, many of these countries had to absorb the even higher spike in oil prices. While these price spikes are now in the past, prices have settled at higher levels than before. That means that the problems of the urban poor and net buyers of food in rural areas are far from over. 

But there is an upside in the longer run. Higher food prices will provide improved opportunities for African and Tanzanian farmers, particularly as domestic and regional markets will expand because of rising incomes. Higher prices should lead to higher farm profits, higher savings and farm investments, higher rates of technology adoption, and increased off farm and agro-industrial linkages. As in East and South East Asia, higher prices may therefore contribute to the agricultural transformation and eventually to the structural changes that for so long have eluded Africa. This chain reaction is explored with a general equilibrium model in chapter 5 of this report. 
Agricultural incentives around the World and in Tanzania
Over the past 20 years, agricultural incentive regimes have changed throughout the world, with developing countries improving markedly from the weak farming incentives they provided in the 1970s and developed countries reducing the extraordinarily favourable incentives that peaked in the 1980s.  As a result, the playing field for agricultural exports has levelled. Partly as a consequence, global agricultural trade has expanded greatly in the past decade, particularly South-South trade. A number of developing countries with agro-climatic characteristics similar to Tanzania, such as Brazil, Thailand, Vietnam, China, Ethiopia, Uganda and Kenya, have made enormous gains in agricultural exports. It is time for Tanzania to join this club. 

The benefits from the trade reforms (both agricultural and non-agricultural) $between 1990 and 2004 are estimated at $233 billion, with the bulk of the benefits accruing to the developing world. Improving trade regimes further beyond the reforms achieved by 2004 would lead to aggregate benefits of $168 billion, again mostly in favor of the developing world. The reforms already achieved have reduced the costs of trade restrictions by three fifths of what they were in the 1980s.

In developed countries, trade preferences mean that raw agricultural exports from Tanzania face almost no trade barriers, while intermediate and processed products still face some. In emerging markets, such as China and India, trade barriers for Tanzania’s exports are a much bigger problem. Phytosanitary rules require that Tanzania invest more systematically in mastering these, rather than doing so on the basis of crisis management. 

Tanzanian farming incentives have historically been weak. While they have significantly improved since the 1980s, between 2000 and 2004, Tanzanian farmers still faced a nominal rate of assistance (NRA) of about -20%, with a concentration of taxation on exportable commodities. Since most other developing regions and most African countries have improved incentives more quickly than Tanzania, Tanzania’s farmers have suffered relative to their foreign counterparts. 
Despite efforts to improve incentives for farming, poor incentivs in Tanzania have persisted. The improvements include: (1) the abolition of direct taxes on agricultural exports in 1986; (2) the establishment of a unified and floating exchange rate since 2001, which imposes no tax burden on agriculture; (3) the lowering of non-agricultural import duties over the past two decades and the fact that they are now much more uniform than they used to be; (4) the fact that most agricultural inputs and capital items are free of import duty and are exempt from the value added tax; and (5) the fact that export bans are confined to cereals. While these measures have improved incentives, they have done so much more slowly and incompletely than in other African countries and the rest of the world. As a consequence Tanzanian farmers now face among the worst incentives in the World. 

The constraints to improve incentives in agriculture appears to stem from interventions of crop boards, local taxes and levies, lack of competition in trading, processing and transport, illegal extractions along the value chain, and excessive costs associated with the port system of Tanzania, and its border posts. Since the early 2000s, the government has made significant reforms in its local taxation regime, which has led to a low local tax burden on agricultural producers, except in the case of cashew producers and perhaps some other commodities for which we have no data. After 8 years of discussion and feet-dragging, a law to reform the crop boards has been approved by parliament, and is awaiting the signature of the president. The law would transform the crop boards into institutions that: have more limited powers to intervene in markets, are focused more on promotion than regulation, are managed and accountable to stakeholders, and are funded from the budget, rather than commodity cesses/levies. Stakeholders in the coffee sector are most advanced in implementing some of the reforms that will become legislation, while other crop boards have moved little. Strong leadership and enforcement will be needed to make sure the new law will actually be implemented and will bring about improved farmer incentives. 

The port remains a major problem for imports of food and fertilizer and for the export of agricultural bulk commodities. No studies are available on the lack of competition in value chains or illegal extractions along them. 
The East African Community (EAC) Custom’s Union Protocol commits Partner States, to the immediate elimination of all existing Non-Tariff Barriers to trade (NTBs) on intra-EAC trade, and to refrain from introducing new ones. However, the reality is different, and trade between the EAC countries is greatly hampered NTBs. Recent study quantifies the size and impact of NTBs on the formal maize and beef trade in the EAC. Non-tariff barriers in the two commodities are similar across countries and substantial. They come in multiple forms and arise from local taxation, licensing, road blocks, custom barriers and corruption. All countries would benefit in both sectors from eliminating them. The study recommends a regional approach to eliminating the existing NTBs. It also recommends streamlining administrative procedures at the border posts, and the design and implementation of a monitoring and feedback system. 

To improve agricultural incentives, the major areas that require urgent action are:
1. Develop strategies that can take advantage of the rising opportunities in domestic, regional and international markets

2. Speedily complete the reforms of the crop boards

3. Eliminate export restrictions on food grains 

4. Increase private sector roles in all areas of agriculture, while at the same time combating anti-competitive behaviour. 
5. Sharply accelerate infrastructure development, and reform processes and management in ports, airports and border posts

6. Adopt a common approach with other EAC members to sharply reduce non trade barriers for agricultural commodities, including those stemming from illegal extractions associated with over-regulation and local taxation

The poor performance of Tanzanian Agriculture

The long-term agricultural growth performance of Tanzania has been far below its potential and has rarely exceeded the population growth rate. Output expansion has come from area expansion, rather than productivity growth. Total factor productivity in 2006 was barely higher than in 1961. Undoubtedly the poor long-term performance is a consequence of poor incentives, low profitability of agriculture, the resulting inability of farmers to accumulate capital, and the general inward-looking agricultural growth strategy. 

While agricultural growth has accelerated since around the turn of the century, it is still only about 1.5% higher than population growth. Except in the 1990s, Tanzania’s agricultural export performance has been poor, declining for both the decades of the 1970s and 1980s. In the current decade, agricultural exports grew at the rate of agricultural growth, and about half the rate of international trade growth in agriculture. The modest improvement in incentives that has come about in Tanzania is not sufficient to significantly accelerate the growth rate of agricultural exports. The sluggish progress on reforms in the crop board, the lack of progress in improving the harbor, and remaining noncompetitive practices and extractions have not helped. 

Since the late 1980s the broad composition of agricultural output between crops, livestock, forestry and fisheries has barely changed. Within the crop sector, value shares of maize, other food staples and traditional exports have changed little, and only the “other crops” have seen an increase in its value share from 26.7% to 30.5%. Maize significantly increased its area share, but lost in terms of value of output. The biggest gainers in area and value are fruits and vegetables, nuts and oilseeds, rice, pulses and potatoes 

The performance of the traditional export sector has been disappointing with a declining share of area from 10.8% to 7.4% since the late 1980s, and a stagnant value share at around 5.5%. This is precisely the sector in which the revival of the crop boards at the beginning of the century was expected to make a major difference. The non-traditional export sector accounts for about 40% of all agricultural exports, but it has also not been a dynamic sector. During a decade of rapid growth in world agricultural trade, Tanzania’s failure on the agricultural export front, compared to other successful exporters in Africa, Asia and Latin America, stands out in sharp contrast. 
Imports of fertilizers, machinery for soil preparation and cultivation, and harvesting machinery have increased significantly since about 2002, although all from a very low base. Imports of tractors, however, have not increased. It is hard to show that the import of fertilizers in recent years has significantly increased maize production, although the introduction of the new inputs voucher scheme is expected to make input subsidies more effective and contribute to increased food security and welfare of the recipients.
Weak incentives and low agricultural growth have left Tanzanian farmers in a severely de-capitalized state. They own very few productive assets, and are ill equipped to bring about an acceleration of agricultural growth. Tanzania’s agricultural growth has been insufficient to reduce rural poverty, which has barely declined since 1991. However, despite the low growth, rural nutrition indicators improved over the first half of the 2000s. But the prevalence of under-nutrition is still very high among all but the top quintile of the rural population. 
Clearly, improvements in macro-economic policy, trade, taxation, and agricultural policy, including agricultural programs such as the ASDP, have not yet been sufficient to produce the rapid and sustained agricultural growth that is needed to reduce rural poverty. This also means that Tanzania has been, and continues to be, unable to take advantage of the significant opportunities that its trade preferences, the growing markets in neighboring countries, a more level international playing field, and improved international prices have been offering since the last decade.
What are the short and long run impacts of opening up the economy to exports?
It is clear that the immediate impact of a food price rise associated with opening the economy to expanded exports is to hurt consumers, and especially poor urban consumers and poor rural net buyers of food. However in the long run higher prices put more money into the purses or pockets of farmers, and of related agribusinesses. Small farmers tend to invest into land improvements, livestock, trees, fertilizers, and farm machinery, leading to a positive supply response that can be very high in the long term. Forward and backward linkages lead to growth in agribusiness, and consumer demand linkages lead to growth in housing, consumer durables, and consumption related enterprises. The linkages take place primarily in rural areas, but also spill over into urban areas. Markets for unskilled labor tighten, and drive up the economy-wide wage. The question is whether these well studied long term impacts will offset the initial losses or even surpass them. 

Section 3 draws on existing general equilibrium models (GEM) that focus on Tanzania agriculture to try to answer these questions. The existing models do not project the future from the current situation today, in which we project gradually rising international prices in an environment where petroleum prices are already high. However, Serrano (2008) has analyzed the impact on the Tanzanian economy of the sharp rises in international food and fertilizer prices between 2006 and 2008. He shows that the international prices were not passed through fully to domestic food prices. Nevertheless in the short run, the welfare losses of the combined price increases for the economy as a whole were about 4 percent. The greatest short term losses came from the increases in the petroleum prices, and these hurt urban non-poor groups more than any other group. They therefore experienced welfare losses of -4.6%. The rural poor consume few petroleum products and produce part of their food themselves so they were hurt the least in the short run, with a welfare loss of -2.3%. 

However, in the long run (perhaps beyond three years), the entire economy experienced welfare gains of about 2.5 percent, as a consequence of the expansion of agricultural investment and growth, and eventual increases in the wage rate.  Other sectors also benefit from the higher purchasing power of rural groups and grow faster. The biggest gainers with 3.5% were the non-poor rural groups, who benefitted most from higher agricultural prices. They were followed by the urban poor (on account of increases in wages and reductions in non-tradable food prices), and the rural poor, with gains of 2.9% and 2.5%, respectively. The urban non-poor gained the least (0.7%), because they still suffered from the high petroleum prices but gained little in wages or farm-related income. Clearly the long term impacts are able to more than overcome the initial losses associated with higher food prices. 
Levin and Mhamba’s model illustrates vividly how the tradability of commodities affects output, prices, employment and national income. They modeled the impacts of a 2 percent increase in the total factor productivity in export crops, food crops, and other agriculture, respectively. Because the export crops face elastic demand for output, productivity growth results in a sharp rise in output of export crops, only a modest price decline, and a significant increase in employment in the sector. For food crops and other agriculture, where the Tanzanian economy is relatively closed and demand is therefore inelastic, productivity increases resulted in sharp price declines of -2.5% for other agriculture, and -2.9 percent for food crops. The price declines undermine agricultural profits, and as a consequence output of these commodity groups expands only by about 0.5%. With little output growth and high productivity growth, including labor productivity, employment in the sectors declines by more than 2 percent. Labor has to move out of agriculture or other agricultural products, putting pressure on unskilled wages. 

However, the increase in food grain productivity, via its price effects, increases per capita consumption of all goods by 0.9 percent, implying a significant welfare gain. These gains are much larger than the ones from productivity growth in other agriculture (0.3%), and in export crops (0.1%) that represent only a small part of the agricultural economy and are consumed little by Tanzanian consumers.  

Policy makers and other stakeholders in Tanzania have understood very well how important the food crop sector is in the welfare of the Tanzanian population. It is for this reason that they have imposed periodic export bans; and that Kilimo Kwanza wants to focus agricultural growth on the commodities that Tanzania consumes. 
However, this emphasis on food grain productivity and self-sufficiency only brings benefits in the short run. Low food prices prevent the many general equilibrium effects that operate through investment choices, forward, backward and consumer demand linkages, and through the labor market. These effects are huge, and so are the losses experienced by Tanzania in the long run. The gains from trading have been foregone throughout most of the post-colonial history of Tanzania. It is not surprising therefore that Tanzania continues with an under-developed and under-capitalized agriculture that has been unable to conquer international markets and act as an engine of growth for Tanzania as a whole. 50 years of such poor performance is enough. 

It is time to wake up the Sleeping Tanzanian Giant.

KILIMO KWANZA

NOW!

Introduction
Tanzania is undoubtedly one of Africa’s Sleeping Agricultural Giants (Box 1.1). It is blessed with ample land and water resources and better rainfall than most of its neighbors. According to the Food and Agriculture Organization’s (FAO) data, it has twice as much unused agricultural land usable for cropping than that which is currently under use. Land resources range broadly in terms of quality, rainfall and water availability. In addition there are ample water resources both for gravity-fed and well-based irrigation. Tanzania is located on the coast and strategically placed for market access, bordering six countries that have now started to grow rapidly, providing excellent new market opportunities. 
Tanzania has a comparative advantage in the production of a very wide range of agricultural outputs, including both food crops and export crops (Government of Tanzania, 2000, 2001). But in contrast to other countries with similarly favorable endowments and geographic positions, such as Thailand, Vietnam, and Brazil, Tanzania has not been able to become a competitive agricultural exporter to either the regional African market or global markets. It has done poorly in terms of growth of: (1) agricultural output, (2) agricultural exports, and (3) total factor productivity. As a consequence, the (4) rural non-farm sector has grown sluggishly, and (5) declines in the national and rural poverty rates have been very disappointing, both over the long haul, as well as between 2000 and 2008, when both Tanzania and the world economy were growing exceptionally fast.
Because of its favorable location and resource endowments, Tanzania should be compared to Thailand, Vietnam, Brazil and Kenya, countries that largely feed themselves and have long-been, or recently become, world-class exporters of agricultural products. They have conquered export markets in rice, cassava products and sugar in Thailand; rice, coffee, tea and horticulture in Vietnam; maize, sugar, ethanol, soybeans, frozen orange juice, and meat in Brazil; and horticulture in the case of Kenya. Thailand has always had an outward-looking strategy while Vietnam and Brazil have adopted such strategies since the 1990s. (See boxes on Vietnam and the Sleeping Giant studies). 
Instead, Tanzania has usually looked inwards, focusing on domestic food security and even self-sufficiency. It has been very reluctant to give up state interventions, even though, in the case of maize, withdrawal of the state from direct marketing was rewarded with success. Continued reliance on crop boards has not resulted in growth in the traditional export sector, neither historically nor more recently. At the same time, until very recently, Tanzania had underfunded necessary agricultural investments, research and extension services, as well as investments in trunk roads, railroads, harbors, rural roads and marketing infrastructure and services. Fortunately the situation has changed in the past decade.
Changing Conditions: More favorable domestic policies and programs
Fortunately, in the last decade Tanzania has moved to support its agriculture in a more systematic way:

The Agricultural Sector Development Strategy (ASDS) was adopted in 2001, and gave rise to the Agricultural Sector Development Program (ASDP) of 2005, that started implementing seriously in 2008. It is financed from domestic sources and donor resources. The strategy and the ASDP are embedded in: (1) Mkukuta, the Tanzanian poverty reduction strategy, (2) the strong Tanzanian policy of ‘decentralization via devolution’, and (3) the public sector reform program. The overall agricultural strategy combines a private sector orientation with guidance and support from the public sector. Apart from advocating for more cross-border trade, it is not an export-oriented strategy. 
Kilimo Kwanza, developed in 2009, provides additional inputs for the implementation of ASDP and other programs favorable for the agricultural sector. It is an assertion of the commitment of the government and the private sector to agricultural development, and it invites all Tanzanians to become part of this commitment. Its 10 pillars support the ASDS and the ASDP and strengthen it by adding additional initiatives, in particular in rural finance. Apart from supporting the private sector, Kilimo Kwanza stresses strong government support and intervention. It is an inward-looking strategy focused on producing what Tanzania consumes. The present paper welcomes the strong commitment made by Tanzania via Kilimo Kwanza, and endorses its ten pillars. It suggests that Kilimo Kwanza and the ASDP could be significantly strengthened by changing the inward looking strategy in favor of a strategy that gives equal weight to producing form domestic consumption as well as for exports. In addition, the report suggests that both the ASDP and Kilimo Kwanza would gain from making it clearer that the main actors in agricultural development are female and male farmers and their families, and the private sector. Significant Government interventions and finance are needed to support and facilitate their efforts to help themselves, but they cannot do the job for them. The paper will argue a more favorable international market environment than in the past, as well as expanding public expenditures in Tanzania itself, provide good opportunities for a shift to export agriculture and more farmer and private sector investments. 
Under ASDP, the overall coordination of agriculture and rural development is the responsibility of the Prime Minister’s Office - Regional Administration and Local Government (PMO-RALG) and the other four Agricultural Sector Lead Ministries (ASLM)
. At the local level, the ASDP is implemented by developing Village Agricultural Development plans that are coordinated and aggregated into a District Agricultural Development Plan (DADP). A number of funding mechanisms provide direct funding to districts and to communities at the village level
. The government has reintroduced a targeted input subsidy program based on vouchers, which leaves the private sector to import and distribute seeds and fertilizers, but helps with coordination of fertilizer imports. It has devolved implementation of agricultural advisory services to the districts, which are working with a variety of agricultural extension models. Research expenditures have increased and a regional research program focusing on centers of excellence has been approved. The government has developed a center for the production and dissemination of new seeds. It has also developed an irrigation strategy and an agricultural mechanization strategy that have started be implemented. A multitude of NGOs are working in agriculture and provide a rich inventory of innovations. All the ASDS/ASDP activities are being supported by a greater allocation of funds to agriculture; these funds have risen from 4.6% in 2007/08 to 6.1% in 2009/10 (World Bank, 2009). While this is a significant improvement, these allocations are still significantly below the 10% of government expenditures that was agreed upon in the Maputo Declaration of the Comprehensive Africa Agriculture Development Program (CAADP). 
Other agricultural programs include the Private Agricultural Sector Support (PASS) trust, which has been put in place to facilitate investments in agriculture by helping with business planning and access to finance. Crop marketing is being supported by local governments through marketing infrastructure investments and by developing and training a network of private stockists. Warehouse receipt systems to reduce seasonal price fluctuations are being put in place both at the regional and national level, as well as in selected villages. Trunk roads have been significantly improved and districts are using some of their limited financial resources to improve rural access roads. 
From a regional perspective, efforts are under way to make the EAC a reality in terms of common tariffs, seed policies, phytosanitary rules and implementation mechanisms, simplified border controls and ultimately a common currency. A new law to once again reform the poorly performing crop boards has been approved by parliament and is awaiting the President’s signature. But these changes have been on the books for a long time, and it is hard to understand why they are still not completed. Fortunately, Kilimo Kwanza may be adding additional impetus to agricultural development coming from the private sector that, in many of its parts, will reinforce the ASDS and ASDP. 
Support and analysis by development partners

The World Bank and development partners have participated in the development of the ASDS and ASDP and a continuous debate and analysis of agricultural development policy has taken place in Tanzania. The World Bank, with the Government of Tanzania (GoT) and the International Food Policy Research Institute (IFPRI), produced its last comprehensive agricultural development report in 2000 (GoT et al. 2000). Since then the World Bank has analyzed the continued constraints that are bedeviling the agricultural export sector (World Bank, 2002), and has made proposals on how to reform the Commodity Boards since 2002. The taxation of agriculture, its export sector in particular, has been analyzed in a long-term and comprehensive study of agricultural protection (Tanzania chapter by Morissaye and Leyaro, in Anderson and Masters, eds, 2005). Even though agricultural policy has improved over the last three decades, Tanzania still has some of the weakest agricultural incentives in the world. The Diagnostic Trade Integration Study (World Bank 2005) confirms this diagnosis and presents extremely detailed recommendations to enhance the competitiveness of agriculture, addressing such issues as transport costs, logistics, export costs, and how to conquer the challenges presented by rising global phytosanitary standards. The Country Economic Memorandum (World Bank 2007) also reviews these issues with a focus on export agriculture.  It calls for more investments in rural access roads and private irrigation via pumps and/or wells. 
In addition, a comprehensive report on nutrition (World Bank 2007d), shows the deplorable state of nutrition indicators in both rural and urban areas, and points out that it is not just a matter of inadequate food consumption, but also of inadequate nutrition education and early childhood nutrition programs. The simple emphasis on increasing domestic output of food will therefore not resolve nutrition problems. 
All these reports point to excessive government intervention in private sector activities combined with insufficient government intervention in the activities required to facilitate and stimulate domestic production and exports. In other words, the government is hindering the export market in more ways than one. Efforts to engage the private sector, such as Kilimo Kwanza and PASS are therefore important for attempting to harness the full potential of the agricultural sector.  However, the just released GOT report “Private Sector Development Mapping” (2010) paints a disappointing picture of poor understanding and appreciation, and marginalization of the private sector. It also documents the deep distrust between government and the private sector and the poor organization and articulation within it. Changing these deep seated attitudes will be an uphill battle. 

In pleading for the private sector, we should be very clear that the private sector agents are in business to make money, not do social development. They are therefore not to be considered a choir of angels. Even Adam Smith, the founder of modern economics, understood very well that private sector actors, when given the opportunitiy, will collude to extract surplus from other producers and consumers. Only competition will hold them in check, and where competition is difficult to achieve, only strong anti-monopoly policies by government. Supporting private sector development must therefore be accompanied by strong government vigilance. 
Kilimo Kwanza

When it was launched, Kilimo Kwanza was poorly understood, and heated debates in the press and other fora have not yet died down. Is it really new? Has it been prepared based on adequate study and involvement of all stakeholders?  Are the components the right ones? A lot of effort has been made by the initiators to clarify these issues, and our understanding of them is explained in Box 0.1.  
The present paper welcomes the strong commitment to agricultural development made by Tanzania via Kilimo Kwanza, and endorses its ten pillars. It strengthens the improvements in domestic agricultural strategy and programs. However, the report also suggests that Kilimo Kwanza and the ASDP could be significantly strengthened by changing the inward looking strategy in favor of a strategy that gives equal weight to producing form domestic consumption as well as for exports. The significant recent improvements in the international agricultural markets mean that exports can be a very strong engine of agricultural growth. In addition, the report suggests that both the ASDP and Kilimo Kwanza would gain from making it clearer that the main actors in agricultural development are female and male farmers and their families, and the private sector. Significant Government interventions and finance are indeed needed to support and facilitate their efforts to help themselves, but they cannot do the job for them. The more favorable international market environment, as well as the expanding public expenditures in Tanzania itself, provides good opportunities for much greater investment in the sector by farmers and the private sector out of enhanced profits. 
 SHAPE  \* MERGEFORMAT 



Why then do we need another report? Is the task not just one of implementing the ASDP and Kilimo Kwanza? Or of implementing it better, by enhancing capacities, resources and leadership at central and local levels? But there are several reasons for yet another report: 
· The growth rate of agriculture has accelerated, but is still insufficient to foster widespread poverty reduction. 
· The current strategy is still inward-looking, and even with rapid economic growth, domestic demand is likely to grow too slowly to provide sufficient final demand for a much higher agricultural growth rate.
· The global environment for agriculture has changed, offering even larger opportunities in regional and overseas markets than in the last decade. Unlike the declining prices of the 1970s and 1980s, international agricultural prices spiked in 2008 and have settled at much higher levels than the bottom barrel prices prevailing around 2000. They are expected to remain at these levels or increase even further, making agriculture much more profitable for family and commercial farmers who have full access to integrated domestic, regional and global markets. 
· There are major opportunities for productivity increases arising from bio-fuels and from bio-technology, including genetically modified crops.
· Yet the attitudes of many in Tanzania do not yet reflect the past failures of inward-looking strategies and the new opportunities in regional and global markets. And there remains a climate of distrust in the private sector that induces them to rely too much on the public sector to bring about agricultural growth. 
The objective of this report is not to discuss once again the strategies, policies and programs that are already working towards higher agricultural growth in Tanzania. Instead it is to discuss how Tanzania can become an internationally competitive agricultural producer and exporter that effectively utilizes its enormous and diverse agricultural potential. 
Section 1 deals with changes in the international environment in terms of agricultural and fuel prices, and emerging opportunities in regional and global markets. It also discusses the slow and lagging progress in incentivizing Tanzanian agricultural producers in this changing global environment. 
Section 2 of the report looks at the disappointing performance of Tanzanian agriculture and of its export sector over the long-term, and also shows that there have been modest recent improvements. It discusses the connection between these trends and the lack of capital accumulation in agriculture as well as poverty and nutrition indicators.  It then takes a closer look at the barely changing structure of agriculture and at inputs of fertilizers and mechanization. Structural changes have been limited, but a few commodities such as potatoes, oilseeds and pulses have become more dynamic and important in the crop mix. 
Section 3 uses the results from two studies based on general equilibrium models to analyze the difference between the short and long run impacts of higher agricultural prices on rural and urban incomes, investment, and real rural and urban wages and employment. It shows that the employment and investment responses in the long run (over three years) can more than offset the short run losses of net buyers of food. A second set of simulations shows that productivity growth in export oriented sectors has higher impacts on growth, employment and real wages than one focused on poorly traded food crops. 
There is no summary section, as the conclusions are already summarized in the executive summary.  
1. The Changing international Context
In this section we discuss a number of global and Africa-wide trends that provide more and better opportunities for Tanzanian agriculture. These include: (1) the accelerating growth in emerging economies and in Africa that fuels demand for agricultural outputs and higher international prices; (2) the end of the secular price decline for agricultural commodities that will make agriculture more profitable in the future; (3) the changes in incentives and policy regimes across the world that are slowly creating a more even international playing field; and (4) improved technological opportunities that arise from the bio-technology revolution. 
1.1 Accelerating economy-wide growth
The first favorable factor is the acceleration of economic growth in emerging economies and sub-Saharan Africa (SSA) since the 1990s. What accounts for the acceleration of growth in SSA? Since 2002, the number of armed conflicts has significantly decreased. The region has also experienced better macroeconomic management combined with accelerating improvements in the business environment and a more appropriate public/private sector division of labor. As a consequence, fiscal deficits and inflation have come down and growth has accelerated. Additionally, new private and emerging economy donors are providing growing volumes of aid. And from a political perspective, significant advances in democratic development have made governments more accountable to their populations (Ndulu et al, 2006). In the fastest-growing countries, these positive trends have accelerated per capita economic and agricultural growth and fomented significant reductions in the poverty headcount. While Tanzania has experienced some of these growth trends, its poverty rates have not yet started to decline significantly. 
Table 1.1: Growth rates in GDP at constant prices, 2007-2010
	Region
	2007
	2008
	2009
	2010

	Sub-Saharan Africa

	7.0%
	5.5%
	1.7%
	4.0%

	Emerging and developing economies
	8.3%
	6.0%
	1.7%
	5.1%

	Advanced economies
	2.7%
	0.6%
	–3.4%
	1.3%


	World GDP
	5.2%
	3.0%
	–1.1%
	3.1%



Source: IMF World Economic Outlook (April 2009)
As summarized in Table 1.1, by 2007, growth in SSA had accelerated to 7% and continued at 5.5% in 2008. During the current global economic crisis it slipped to 1.7%, just a little less than African population growth, but it is expected to rebound to 4% in 2010. Emerging economies show a similar pattern and are expected to grow a bit faster at 5.1%. Growth in the developed world also turned negative during the crisis and will recover more slowly than emerging markets. For Tanzania, Africa itself and emerging markets present the major export opportunities. East Africa is no longer a slow-growing region and therefore offers expanding markets to Tanzania.
Accelerated economy-wide growth benefits agriculture directly, because it increases demand for and therefore prices of non-traded agricultural goods. Positive factors that lead to overall growth, such as improved macro-economic stability, a better investment climate, and lower real interest rates, are also good for agriculture. They favor agriculture directly and indirectly because they encourage investment in agricultural marketing, input supply and agro-industries, and thereby lay the basis for improving input and output markets. All these direct and indirect impacts tend to make agriculture more profitable and thereby allow farmers to invest more to overcome their deplorable state of under-capitalization. Therefore, overall growth in the Tanzanian economy, as well as in neighboring and emerging markets, has created a more favorable climate for Tanzanian agriculture.
1.2 Growing agricultural trade opportunities
In the 1980s and the 1990s, the growth rate of global agricultural trade declined from 4.9% to 3.4% per year, but accelerated to 8.3% between 2000 and 2008.  However, against these adverse global trends, developing countries managed to maintain their total growth rate in agricultural trade at 5.3% in both decades, thus gaining at the expense of the developed world. Even more impressive was the growth in trade from developing countries to other developing countries, which accelerated from 4.2% in the 1980s to 7.2% in the 1990s. (Aksoy and Beghin, eds. 2005, table 2.5). 
There are commodities such as soya beans, whose global trade have grown at a much faster rate for at least the past three decades. Trade in coarse grains and wheat has also accelerated since 2000, and is projected to grow rapidly up to 2020 (USDA, 2009).  
Even while global trade in agriculture was growing slowly, some countries with agricultural endowments similar to Tanzania have managed to increase their participation in agricultural trade very rapidly and have therefore been able to improve their agricultural and overall growth rates and reduce poverty. The example of Brazil and Thailand is analyzed in the “Sleeping Giant” study of the World Bank that looked at opportunities for commercial agriculture in the Guinea Savannah zone of Africa, which has similar endowments to the Cerrado of Brazil and Northeast Thailand (Box 1). While Tanzania was not part of the study, the map in Box 1.1 shows that a large share of Tanzania actually lies in the Guinea Savanna Zone. We will also see that one of the key results of the Sleeping Giant study, that African smallholders are competitive with their international comparators at the farm level but not once logistics from farm to market come into play, also applies to Tanzania. 
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Source: World Bank 2009
In more recent years of rapidly growing world trade, a number of additional countries have made impressive gains in international trade such as China or Vietnam. China has become the second most important exporter of horticultural products. The gains of Vietnam, analyzed in Box 1.2 are even more impressive and extend to a broad range of commodities also produced by Tanzania, such as coffee, cashew nuts, and rice. Vietnam has become a world-class competitor in these products, while Tanzania, a traditional cashew and coffee exporter, has languished behind.
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1.3 The end of the secular decline in international agricultural prices
From the mid 1920s to the early 1970s, global terms of trade for agriculture, as compared to manufactured goods, changed relatively little. In the mid-1970s, oil shocks and a global food crisis produced a massive food price spike that focused global and country attention on agriculture. Figure 1.1 shows that subsequently, from 1980 to the late 1990s, real food prices in U.S. dollar terms dropped steadily to about half their levels, and then stayed at these lower levels for almost a decade. This created huge benefits for food consumers and poor farmers who are net buyers of food but also implied large losses for those net sellers of food who were not able to adopt new and more efficient technologies to offset the price declines, many of who were in Africa. Similarly, the decrease in food prices benefitted net food-importing countries and hurt net food exporters who were not able to compensate for the falling prices with efficiency gains in production. Africa was unable to compete in many food commodities and therefore became a net importer of food. And unfortunately the price decline fostered complacency in many countries and led to reductions in agricultural investments and support programs.
Figure 1.1: The long-term evolution of real commodity prices, 1980–2014
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After about a decade of ultra-low food prices, they started to rise around 2007, several years after oil and metal prices had already started to rise. Food prices peaked in 2008, and have since fallen back. In terms of real prices, the price shock since 1998–2000 was about 65%. The percentage increase of the 2008 shock was significantly less than the food price shock of the early 1970s, and real prices never reached their 1980 level. Nevertheless, the recent food price shock created a serious crisis for food-importing countries.
The recent food price spike reflects: (1) the rapidly increasing food demand arising from accelerated global economic growth since the mid-1990s, especially concentrated in Asia and in Africa; (2) the gradual impact of agricultural policy reforms around the world, which are discussed further in the next section; (3) the emergence of demand for bio-fuel crops, especially maize, oilseeds, and sugar cane; (4) poor weather conditions in several parts of the world, particularly since 2005; (5) declining rates of productivity growth in major cereals; and (6) declining trends in food stocks, which fell from over 600 million tons in 2000 to around 400 million tons in 2008. These stock changes are not just a consequence of bad harvests but also reflect the information revolution, new hedging mechanisms in food and financial markets, and altered storage behavior of major importers and exporters (OECD and FAO, 2008). The longer trends and weather events have led to a decline in stocks-to-use ratios to the same or lower levels than those that led to the food price explosion in the 1970s (ibid).
Figure 1.2 shows two measures of aggregate nominal food prices, one based on consumption prices and consumption weights and the other, the FAO food price index, based on export prices and export weights. The former peaked at more than 150% above the level of the early 2000s while the latter peaked at about twice that level. Clearly the spike was extremely detrimental to consumers. In 2009, both series settled at much higher levels than before the spike. The rapid decline in food prices reflects a stronger than expected supply response to the higher prices, especially from the developed world, and the impact of the global economic crisis.
Figure 1.2: Nominal food price indices
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The recent food price rises have triggered export restrictions in many food-exporting countries, aggravating price increases. In rice, for example, prices shot up precipitously after major players such as India and Vietnam applied export limitations. Further food subsidies and other policies that tend to dampen domestic food and agricultural price rises slow the necessary adjustments in demand and truncate or eliminate domestic supply response (Binswanger and McCalla, 2009a,b).
Figure 1.3 expands the coverage of commodities beyond food to agricultural raw materials and tropical beverages, both of which are important for Tanzania. Agricultural raw materials experienced a longer but more moderate price spike than foods, and are not expected to see any price rises in the short term. Tropical beverage prices followed food prices but peaked at somewhat lower levels. Like food prices, they settled at about 50% higher levels, but may decline significantly in the next two years. 

Figure 1.3: Commodity price indices
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Are higher prices here to stay? 
The answer to this question depends on the global balance of supply and demand for food. The drivers of food demand are population, income growth and urbanization. Population growth for the world as a whole is slowing but remains at around 1% per year. Population growth remains much higher in the developing world than in developed regions, where it is quickly falling to zero. It remains just below 2% in Africa. Clearly, the main impact of population growth on demand will come from developing countries, especially in Africa and other least developed countries. Urban areas of developing countries will be the source of most of the population growth. Again, this suggests that Asia and Africa will be the major source of changes in food demand patterns and corresponding opportunities for African agriculture. 

We have already discussed the accelerating income growth in emerging countries and in Africa. The demographic transition toward longer lives and lower population growth leads to lower dependency rates and higher labor force participation. This phenomenon (which has come to be known as the “demographic dividend”), coupled with the wider processes of globalization, technological change, and information and financial integration, leads to highly favorable long-run prospects for global income or Gross Domestic Product (GDP) growth. Therefore, income growth, in addition to population growth, will be a major factor driving the demand for food and other agricultural products. 

Based on a model that accounts for the demand and supply side factors discussed above, Organisation for Economic Co-operation and Development (OECD)-FAO (2009) projects that average prices in real terms (adjusted for inflation) for the next ten years will still be above levels prior to the 2007-08 peaks. Average crop prices are expected to be 10-20% higher, and for vegetable oils, 30% higher. Meat prices are not expected to rise above their real 1997-2006 average levels, while dairy prices will experience a gain, especially butter. Higher incomes will also drive demand for fruits and vegetables and pulses very rapidly. These demand projections do not yet reflect the impact of bio-fuels on land use, production and commodity prices. 
A recent IFPRI analysis using their International Model for Policy Analysis of Agricultural Commodities and Trade (IMPACT) makes much longer-term projections all the way to 2050. It projects that real grain and oilseed prices will not decline from the levels they reached in late 2007 and will show a modest increase through 2050 (see figure 1.5 for rice, wheat, maize, oilseeds and soybeans). These sets of projections are among the first substantive analyses we have seen that seems to support the proposition that the long-term decline in grain and oilseed prices may be over.

Figure 1.5: Long-term crop price projections to 2050
(a)
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It is important to stress that the projections of OECD-FAO and of IFPRI are subject to a lot of uncertainty. A slower than anticipated recovery of the global economy could negatively affect incomes and demand, and this could lead to lower prices. Higher oil prices could drive up demand and prices for bio-fuels, and take more agricultural land away from food production. OECD-FAO models several of these alternative scenarios, and it is clear that food prices could either be significantly higher or lower than the ones projected.  
Will a global supply response undermine the price increases?
Underlying these long term price projection is the fact that global food production needs to increase more than 40% by 2030 and 70% by 2050, compared to average 2005-07 levels. Can this demand be satisfied, given constraints on land, water and the rate of technical change? Or will higher agricultural prices bring forth such a strong acceleration of global agricultural technical change and investment that the price increases may again give way to price declines in a decade or two? In the latter case the long term IFPRI projections need to be taken with a lot of caution. 

There is little concern that land resources will run out: “There is substantial additional land available for use in agriculture. Some 1.6 billion ha could be added to the current 1.4 billion ha of cropland. Over half of the additionally available land is found in Africa and Latin America. These regions account for most of the available land that has the highest suitability class for rain-fed crop production. But historical expansion of arable land has been slow, and bringing more marginal land into production can involve considerable investment and lower average yields, while possibly incurring social and environmental costs.” (OECD-FAO 2009.p.11). The higher world market prices in the medium term will help finance the necessary investments.  

The Green Revolution has shown the importance of water control in making high levels of input use profitable. In India the new varieties and higher input use spread first to those areas with the best water control in the northwest and south, and moved east and to the center later, partly as a consequence of farmer investment in irrigation and drainage and partly because research made high-yielding varieties available for dry-land crops. Sub-Saharan Africa is lagging badly in irrigation and drainage: Less than 7% of crop area in SSA is irrigated, compared to 33% in Asia (Gelb et al., 2000). Large-scale irrigation has suffered from unaffordable costs and centralized bureaucratic institutions. Although models for changing these institutions into autonomous entities partially or fully controlled by the farmers have been successful in some countries such as Mexico or the Office du Niger, this approach has not yet been replicated in many countries, and therefore even rehabilitation is often not yet a viable option. Small-scale irrigation is a more promising option. If smallholders in Africa can make more money from higher international prices, they will undoubtedly invest some of this money into private pumps and wells. And medium scale irrigation schemes as well as rehabilitation of irrigation will have higher rates of return. 
Figure 1.4 shows that the growth rate of cereal yields in the developing world has been slowing down since the 1980s and has not yet recovered to earlier levels. This has often been taken that productivity growth in agriculture has declined, making higher prices inevitable. 
Figure 1.4: Growth in Cereal Yields in the Developing World
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Source: World Bank, WDR 2008, Figure 2.12

But declining yield growth in cereals does not necessarily mean that total factor productivity in the developing world, or for the world as a whole, has been slowing down, as cereals are only one component of agricultural output and yield growth can slow down because of lower growth in input use. 

In a recent comprehensive study of agricultural output, inputs and total factor productivity across all regions of the world, Fuglie (2009) analyzes and contrasts the experience between two periods: 1970 to 1989 and 1990 to 2006.  Table 1.2, 
 shows there was a slight deceleration in total output growth from about 2.25% to 2.06% between the two periods. In the first period agricultural inputs (quality adjusted land, machinery and fertilizers) grew at 1.37% while total factor productivity grew at 0.87%. Conversely in the more recent period, input growth slowed to a mere 0.5%, probably on account of the terribly low international output prices during much of this period. But total factor productivity accelerated to 1.56%, largely making up for the lower input growth. Fuglie also shows that the slowdown in growth of cereal yields was a worldwide phenomenon; between the two periods, yield growth in cereals declined from 2.29% to 1.35%. The acceleration of productivity growth was also a global phenomenon and took place in most of both the developed and developing regions of the world. 

Table 1.2: Worldwide agricultural productivity 
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Table 1.2 looks at the productivity trends in the past. These do not yet fully integrate the acceleration of technology change that could come from Biotechnology and in particular Genetically Modified Crops and Animals, as well as the full integration of advances in information technology in agricultural production, processing and marketing. It may therefore be possible that agricultural productivity growth may accelerate further. 

From the above discussion it is therefore clear that neither land constraints nor a slowdown in technology could explain the end of the secular decline in prices or their recent upward tendency, but rather that a significant slowdown in agricultural investments and inputs contributed to the observed trends. Investment is therefore critical to the long run trends as well. Investment, including into technical change, and input growth will undoubtedly accelerate as a consequence of higher prices. 
In addition, the large literature on agricultural supply response teaches us that, while aggregate supply is highly inelastic in the short run, it is highly elastic in the long run (Binswanger, 1989). The global models that underlie the rising price projections even in the long run do a poor job of modeling long term investment responses and the response of technical change to improved prices associated with induced innovation. It is likely therefore that they significantly under-estimate the long term supply response of global agriculture. If that is correct, the price response could offset all the positive demand side forces from growing populations, incomes and bio-fuels. A period of rising prices might then well be followed in ten or 20 years by yet another period of price declines. What this means for Tanzania is that it must act now to take advantage of a period of high prices. If it does not, it might well miss the boat. 
Shifting Opportunities: Food vs. Tropical Commodity Prices
Tropical beverages (coffee, cocoa and tea) are traditional exports of African countries, and accounted for slightly more than one-quarter of agricultural export earnings in 2007 ($6.5 billion). However, according to Figure 1.6, the index of global prices of tropical beverages has been declining relative to the index of global food prices for three decades and they are projected to continue falling according to commodity price forecasts from the World Bank’s Development Prospects Group. The reasons for the decline have not been fully studied, but it may be due to the concentration of coffee and cocoa consumption in industrialized countries while food is mostly consumed in developing countries (tea is the exception, as it is primarily consumed in developing countries). For example, industrial countries accounted for 87% of global beverage consumption but only 32% of global cereal consumption in 2007 (unprocessed volume basis).
Figure 1.6: Index of Global Prices of Tropical Beverages relative to Food Prices
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Industrialized countries have slower population and income growth, and lower income elasticities for food and beverages than the developing countries and this should lead to slower growth in demand and lower prices. The growth of cereals consumption, which is often taken as a proxy for food, grew twice as fast in developing countries from 1990 to 2007 than in developed countries. This gradual shift in prices may even accelerate because the rise in energy prices has led to increased demand for food crops (maize, sugar and oilseeds) to produce bio-fuels in industrialized countries while not contributing significantly to increased demand for beverages. 
To summarize the three previous sub-sections

Growth in Africa has accelerated in the last decade and a half, and, after a decline associated with the global economic crisis, is expected to resume at a high and possibly growing rate of growth. This means that Tanzania is no longer living in a region of low-growth countries and can instead expect major new opportunities for agriculture to arise from its neighbors. For agriculture, the major regional opportunities will be in food crops, horticulture and livestock products. 

After growing slowly in the last decades of the 20th century, between 2000 and 2007, international trade in agriculture has grown at a rate of 8.6 percent, with most of the growth coming from the developing world. A number of countries in Africa, Asia and Latin America have taken advantage of these high growth rates and transformed themselves into very serious international agricultural competitors. Tanzania has failed to catch this boat, its traditional agricultural export sectors have stagnated or declined, and its trade has grown at only half the global rate of growth of trade.   

After declining significantly from the 1970s to the 1990s, international food prices stabilized at a very low level for about ten years, then spiked, and finally settled at markedly higher levels in 2009. For Africa as a whole and for Tanzania, in particular, the period of international price decline coincided with periods of structural and agricultural adjustments. This meant that the agricultural reform efforts had to sail against the wind of declining international prices, which not only made it more difficult to initiate and sustain the reforms, but also reduced their impact on agricultural growth. 

Prices are projected to remain at these levels or rise further, both in the medium and long run. The drivers of price increases are population growth, urbanization, income growth (primarily in emerging economies and in Africa itself), and biofuels. While higher prices are most likely for the medium term, predicting the long term, beyond 10 to 20 years is very hard. Since the long run elasticity of aggregate supply of agriculture is very high, a growing supply may eventually overwhelm the positive demand side forces and bring a return to constant or declining prices. Tanzania therefore needs to act fast if it does not want ot miss the boat of rising global trade and prices in agriculture again. 

The demand side drivers of higher agricultural prices will favour oilseeds, horticulture, pulses, and other crops with higher incomes than cereals and tubers. They will also favor livestock farmers, especially in poultry and dairy products. Future agricultural policies will need to account for these likely trends. These higher prices will rule not only in overseas markets but also within regional markets. A strategy focused on taking advantage of these regional market opportunities is easier to achieve than one focused on conquering overseas markets. At the same time success with such a strategy will help build a basis for subsequently breaking into overseas markets.   

The food price spike has already hurt poor urban consumers and net buyers of food in rural areas. The impact was especially severe in food-importing countries that had few options in trying to prevent a pass-through of international prices to their consumers. At the same time, many of these countries had to absorb the even higher spike in oil prices. While these price spikes are now in the past, prices have settled at higher levels than before. That means that the problems of the urban poor and net buyers of food in rural areas are far from over. Tanzania and other affected countries will therefore face difficulties in maintaining fiscal balances and ensuring food security for their populations.  

But there is an upside in the longer run. Higher food prices will provide improved opportunities for African and Tanzanian farmers, particularly as domestic and regional markets will expand because of rising incomes. Higher prices should lead to higher farm profits, higher savings and farm investments, higher rates of technology adoption, and increased off farm and agro-industrial linkages. As in East and South-East Asia, higher prices may therefore contribute to the agricultural transformation and eventually to the structural changes that for so long have eluded Africa. This chain reaction is explored with a general equilibrium model in chapter 5 of this report. 
1.4 The incentives regimes in global agriculture have improved
For a very long time, global agricultural incentives were distorted in a doubly damaging way: developed countries subsidized their farmers via high tariffs, quantity restrictions and direct subsidies, while developing countries penalized their farmers through an overvalued exchange rate. A recent global study of “Distortions to Agricultural Incentives” covering 75 developed and developing countries over four to six decades shows that this is slowly changing for the better (Anderson 2009b). The main focus is on government-imposed distortions that alter domestic prices from what they would be under free markets for agricultural commodities and foreign exchange. More specifically, the Net Rate of Assistance (NRA) for farmers is computed. Because agriculture competes with other sectors of the economy for capital and labor, an NRA for nonagricultural tradable good is also computed. The ratio of these indices is the relative rate of assistance (RRA), which shows the extent of agricultural incentives relative non-agricultural ones. 

In Figure 1.7, panel (a) we see that for the developing world as a whole, net rates of assistance for all of agriculture increased from an average of around -30% prior to the 1980s to between 5 and10% in the period from 2000 to 2004. On the other hand, in the developed world net rates of assistance peaked at nearly 50% between 1980 and 1984, only to decline to 32% in the first half of the last decade. Between 2005 and 2007 they declined further to 17%, mostly on account of the fact that international prices started to rise, and therefore the gap between international and domestic prices was reduced. (Unfortunately comparable data for the developing world are not available until 2007). 

Clearly, the playing field has leveled somewhat, although it is still heavily stacked in favor of developed countries’ producers. The above figures also do not take account of tariff escalation that taxes processed imports at higher rates than raw products, and therefore is a significant additional barrier for the export of agricultural products with higher value added. The completion of the DOHA round of trade negotiations, and a continued fight against tariff escalation is therefore badly needed. 

Figure 1.7 also shows that both groups of countries have always provided much better incentives to importable agricultural commodities where they had less of a comparative advantage, than to exportable commodities. While this spread has reduced over time in developing countries, it has remained a wide gulf in developed countries. In both country groups, exportable commodities on average have NRAs close to zero. For developing countries this means an almost complete elimination of the anti-agricultural export bias, while for the developed world it signifies little change, as exportables hardly ever received protection, except for export subsidies that provided much fewer incentives than the import barriers for importables. 

The massively different incentives given to importables rather than exportables induce a misallocation of resources in all countries away from the crops and commodities with the greatest comparative advantage, and are also the source of most of the taxation of domestic consumers. Anderson 2009 also shows that the dispersion of protection rates around their means has had a tendency to decline somewhat over time, but still remains a major source of inefficiency. 
Figure 1.7:  Nominal rates of assistance to exportable, import-competing and all covered agricultural products, high-income and developing countries, 1955 to 2007
Developing countries  (in percentage points)
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Source: Anderson (2009), based on estimates reported in the project’s national country studies.
Note: Agricultural products covered in the country studies only. The “total” also includes non-tradable agricultural commodities.
The study also shows that rice, sugar and milk are by far the most assisted farm industries in both sets of countries, with beef and poultry meat next. Cotton has the next highest NRA in the high-income figure, but it has the lowest (most negative) NRA in developing countries. 
The impact on agricultural incentives of protection of manufactured goods has declined for developed and developing countries alike, as a consequence of World Trade Organization (WTO)-led reforms in non-agricultural tariffs and reductions in quantitative trade restrictions. Similarly, the impact of overvalued exchange rates on dampening incentives for agriculture has also diminished, as more and more countries have adopted market-determined exchange rates. 
The welfare impacts of the reforms that have occurred since 1980 are discussed in Box 1.3 as well as the impact of further reforms that should be pursued as part of the Doha Round of WTO negotiations and beyond.
Trade barriers to agricultural exports from Tanzania are very low

The Diagnostic Trade Integration Study (World Bank 2005) has shown that, because of preferential access and tariff rules, Tanzanian agricultural exports face very few tariffs or quantitative restrictions in the developed world. This suggests that the situation for Tanzanian agricultural exports is even more favorable than suggested by the overall data presented above. On the other hand, these exports face significant barriers in the major emerging markets, and face challenges arising from quality constraints and phytosanitary rules. These issues are discussed at greater length in Box 1.4

The 1970 peak of agricultural dis-protection in the developing world coincided with the beginning of the sharpest decline in agricultural terms of trade in the 20th century that carried through the entire structural adjustment period up to the end of the 1980s. We can only speculate about what would have happened if the international TOT had not declined so sharply and so rapidly, and if improved domestic agricultural incentives from structural adjustment policies had been combined with better international agricultural prices. Undoubtedly the impact of structural adjustment on African agriculture would have been much higher, farmers would have reaped much higher profits and invested these back into inputs and capital investment, perhaps thus altering the serious de-capitalization of the agricultural sector and accelerating a technological transformation. 
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1.5 Agricultural incentives in Tanzania
In this section we discuss the evolution of agricultural incentives in Tanzania up to 2004, the final year of two comprehensive studies on incentives and taxation in Tanzanian that used completely different methodologies but came to broadly similar conclusions. (Morissaye and Leyaro, 2009, World Bank, 2005). Since then a number of reforms have been introduced into the way crop boards work and local taxation is being implemented. We will discuss these reforms at the end of the section. 

Tanzanian farming incentives have historically been among the weakest in the world, a trend that persists until today. The grey line in figure 1.8 shows that the NRA for tradable agricultural commodities of Tanzania that measures the overall agricultural incentives were highly negative up to 1991.They improved sharply by 1993, then declined significantly until 1999, and subsequently improved by 2003. It is puzzling that there was little improvement after 1985, when almost all export taxes were eliminated, and despite a major devaluation in 1986. Clearly other actors and distortions must have prevented these important measures from being passed through to the producers. 

Figure 1.8 also shows that over the entire period since 1976 tradable goods in the nonagricultural sector were protected, but that the NRA of nonagricultural tradables decreased sharply, starting with the trade reforms in mid-1980s. Since the early 1990s nonagricultural tariff rates have been fairly low and uniform, and therefore the NRAs for non-agriculture have hovered around 10%. 
When the data series are smoothed into five year averages, for the first half of the last decade the NRA in agriculture was -20.1%, which means that the relative rate of assistance of agriculture relative to non-agriculture (the RRA) was at -27.6%. This means that agriculture remains significantly taxed. The Diagnostic Trade Integration Study that was completed in 2005 also estimates an average taxation rate for agricultural exports of around 20%. 
Figure 1.8: NRAs for All Agricultural and Nonagricultural Tradables and the RRA, Tanzania, 1976–2004   
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Source: Morissaye and Leyaro (2009), Data compiled by the authors.

Note: For definition of the RRA, see table 11.2, note c.
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Figure 1.9 also shows that agricultural non-protection was concentrated in the exportable sectors, although importables were also taxed periodically at a much lower level. Interestingly between 2001 and 2004, agricultural export taxation has significantly increased, while that of importable commodities has been reduced. Annex 4 provides detailed estimates of the NRAs for the individual agricultural commodities. It shows that NRAs remain primarily on exports and are widely dispersed, which is an additional disadvantage of the incentives regime.   
Figure 1.9: NRAs for Exportable, Import-Competing, and All Farm Products, Tanzania, 1976–2004
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Source: Morissaye and Leyaro, (2009)

Note: The total NRA can be above or below the exportable and import-competing averages because assistance to nontradables and non-product-specific assistance are also included.
Figure 1.10 reveals several ways in which improvements in NRA in Tanzania have been lagging behind the rest of the world. First, the solid line shows that Tanzania over the years has had far worse incentives than the average of 16 African countries studied. In the first half-decade of this century, on average, African countries have imposed NRAs of a little less than 10%, while we have seen that the average NRA of Tanzania was 20.1%. In Africa, only the Ivory Coast, Zambia and Zimbabwe had average NRAs lower than Tanzania in 2000-2004. That means that Tanzania has been providing some of the worst incentives to its farmers in Africa. 
When we compare to the rest of the world, the situation gets even worse: during the 1970s and the 1980s, Asian and Latin American countries used to discriminate against agriculture even more than African countries, but today, they provide positive incentives at NRAs of about 5% for Asia and about 10% for Latin America. Thus, over the past two decades, the incentives position of Tanzania relative to the rest of the world has sharply deteriorated.  

Figure 1.10: NRAs and RRA for Africa, Asia, and Latin America, 1965–2004 
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Source: Anderson and Masters, chapter 1
Table 1.3 provides a more detailed comparison of Tanzania to its relevant competitors in Africa, Latin America and Asia. All of them are tropical countries and can produce similar commodities to Tanzania. In Table 1, most of the countries are already considered successful agricultural exporters. Most have either had neutral or positive NRAs, and only Ethiopia still discriminates significantly against its exports. The table also summarizes the weighted average NRAs for Africa (-7.3), Latin America (5), Asia (12%), developing countries as a whole (9%) and the developed world (32%). Again the poor incentives in Tanzania are striking. 

For the developed world we also have a weighted average NRA for the period 2005-2007. It has decreased from 32% to 17%, (Anderson, 2009, table 1.4) mainly on account of policy actions in the European Union (EU) and the US, and perhaps a rising trend in world market prices that started around 2005. The developed countries with the highest subsidies that have not had a declining trend in protection rates are Japan and South Korea, with Japan having an NRA of 81% and now the world record holder in agricultural incentives. Nevertheless, developed countries’ subsidies and trade distortion in favor of agriculture have declined in the first decade of this century, thereby representing less of a competitive disadvantage for developed country agriculture.  

Table 1.3: Weighted average NRAs across all commodities 2000-2004, by country and region
	Country or Region
	2000-04
	

	Tanzania
	-20.1
	Na

	Ethiopia 
	-11.2
	Na

	Uganda
	0.4
	Na

	Kenya
	9.3
	Na

	Burkina Faso
	-0.1
	Na

	Ghana
	-1.4
	Na

	Brazil
	4.1
	Na

	Vietnam
	21.2
	Na

	Thailand
	-0.7
	Na

	Africa
	-7.3
	Na

	Asia
	12
	Na

	Latin America
	5
	Na

	Developing countries
	9
	Na

	
	
	

	Western Europe
	37
	18

	Japan
	120
	81

	United States and Canada
	17
	11

	High income countries
	32
	17


Sources: Anderson and Masters, 2009 a,b, Anderson and Valdes, 2009, Anderson, 2009
After many years of reform, why are Tanzanian incentives still lagging in 2004? 
There is a real puzzle in these data: How can Tanzania have such negative incentives when it has undergone policy reform for so long? We first must remember the methodology used: “The basic principle underlying the measures we estimate is that the price received by producers (farmers or processors), adjusted to allow for taxes (subsidies), margins (marketing and transport), and exchange rate distortions, is then compared with some reference price (an undistorted or international price intended to measure the true opportunity cost). In principle, the result is an estimate of the difference between the domestic and competitive world price for a product at a comparable point in the supply chain, with a nonzero wedge implying distortions.” Morissaye and Leyaro, (2009), p. 316. The studies therefore do not identify exactly what the source of the distortions to the prices is. 
Poor incentives and weak agricultural performance have persisted in Tanzania despite efforts to improve incentives for farming.  These improvements include: (1) the abolition of direct taxes on agricultural exports in 1986; (2) the establishment of a unified and floating exchange rate since 2001, which imposes no tax burden on agriculture; (3) the lowering of nonagricultural import duties over the past two decades and the fact that they are now much more uniform than they used to be; (4) the fact that most agricultural inputs and capital items are free of import duty and are exempt from the value added tax; and (5) the fact that export bans are confined to cereals. As shown above, these measures have, over time, considerably improved the incentives faced by Tanzanian farmers, but have not eliminated negative incentives. 
The authors interpret their findings as follows: while some reforms have significantly reduced distortions for some crops, many other crops still face high distortions, including, most worryingly, the two major food crops, maize and rice, which together account for more than 40% of agricultural output. Although exchange rate liberalization and privatization of marketing has removed many distortions, marketing inefficiencies and limited competition persist for many products, so the level of distortion plaguing agriculture remains reasonably high for all tradables by most of the measures used. For exportables overall, part of the remaining high distortion is attributable to high distribution and marketing costs, stemming, for example, from inefficient marketing structures and high transport costs faced by exporters. 
For food grains the poor incentives may stem from periodic export bans. For other food crops (import-competing products), persistent distortions are attributable to inefficiencies in the domestic marketing chain or monopoly power in processing and purchasing, or both.
The Diagnostic Trade Integration Study (2005) came to similar conclusions to that of Morissaye and Leyaro, stating that the average taxation rate is about 20%. But it used a completely different methodology: for the four traditional export commodities and fish, it studied the details of the taxes and fees that are involved in the production and export of these commodities. It also studied the opportunities, trends and opportunities for horticulture and floriculture, and for spices.  
Table 1.4: Burden of taxes, levies and fees on traditional export commodities
	Commodity
	Sum of taxes and fees as percent of FOB price in percent

	Cashew
	22

	Coffee Arabica
	21 

	Coffee Robusta
	28

	Cotton
	20


Source: Diagnostic Trade Integration Study
Tea producers were subject to as many as 44 taxes, levies, and licenses, including a district produce cess of 5% of farmers’ price, stamp duty of 1.2% fob, withholding tax of 2% fob, 3.5% Tea Board and research fee, corporate tax, property tax, value-added tax (VAT), and a service levy of 0.3% of VAT net turnover. Administering the taxes takes a substantial amount of staff time for producers and the government. Despite the changes and amendments to the tax code, taxes are not being eliminated or reduced – only their names are changed. In the case of fish, the multiplicity of taxes and levies are equally astounding (see Box 1.5).
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How much progress has there been recently in incentives?
Both studies quoted above ended their analysis in 2004. We have no recent stud that fully updates the comprehensive studies that covered the period up to 2004. We will therefore look at elements of progress in local taxation, the crop boards and port costs. The other elements that could affect incentives adversely are lack of competition in trade, marketing, processing and transport, and illegal extractions along the value chain. On neither of these have there been any recent studies.
Good progress on local taxation

The first major cross-cutting issue identified was local taxes: “Local taxes are collected as a cess on volumes, which means that per unit tax rates are a much higher percentage of total price in low-price years than in high-price years—the opposite of which is desirable. Despite a directive from the Prime Minister’s Office that [the] District Cess should not exceed 5%, local taxes remain high—taxes have been renamed to bypass this directive” (Ibid). Fortunately, since the early 2000s, the government has made significant reforms in its local taxation regime via recent amendments to the Local Government Finance Act:

1. 2003: The Development Levy (a flat head tax payable by adults above 18) is abolished, as well as a package of minor local revenue sources (the so-called “nuisance taxes”)
2. 2004: The annual Business License is abolished, and replaced by a one-off registration fee (capped at Tsh 20,000, and exempting businesses below Tsh 20 million turnover threshold). This applies to commercial farmers only (not smallholders)
3. Introduction of a restrictive list of local revenue sources. Rates applicable to the prescribed local taxes and fees can in many cases be determined by Local Government Authorities (LGAs) (although often with a maximum rate prescribed by the central government)
4. The agricultural cess was capped at maximum 5% of farm-gate price (used to reach up to 10% in some cases)
A preliminary study of the economic impact of these changes was carried out in 2005 and concluded that the reforms had started to lead to simplification and lowering of the tax burden (World Bank 2005b). In 2009, the Investment Advisory (FIAS) study on taxation of agriculture provided an update on tax and regulatory policies with a view to improve the profitability of agriculture for small farmers (World Bank 2009). It conducted surveys across a number of districts and commodities with farmers and traders. The results of a survey on local taxation are summarized in Figure 1.11. It measures the tax burden on profits, not the border price. While local taxation for cashew is still over 25% of farm profits (and would be less on the border price) the reform effort has succeeded in lowering the local tax burden on the other studied commodities to below 5% of profits. The reform efforts in this area seem to have been fairly successful, making local taxation less of an issue today than in the first half of the last decade.  
Nevertheless the study finds that the producer cess creates a number of compliance and collection problems: A tax on production requires enforcement at the point of production, which is the farm. As this is difficult, it is either enforced when the produce leaves the farm and is on the road or when it crosses the district lines, opening opportunities for illegal extractions. Converting the tax on production to a tax on sales at markets and retail outlets would make the tax easier to administer. 

Figure 1.11: Local tax burden on profits in agriculture
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Source: World Bank, 2009
Distrust of the private sector and of small farmers
Several efforts are underway in Tanzania to engage the private sector more effectively in agriculture: They include most and foremost the public-private partnership that gave rise to Kilimo Kwanza. Also important are the PASS that supports private sector development in agriculture, and the efforts to attract investors, domestic and foreign into Tanzania and make land available for them that are discussed in the next section. 

However, the just released “Private Sector Development Mapping” (2010) commissioned by the government of Tanzania paints still points disappointing picture of poor understanding and appreciation, and marginalization of the private sector. It also documents the deep distrust between government and the private sector and the poor organization and articulation within it. 

“Currently the role and importance of the private sector in agriculture is neither properly understood nor fully appreciated. This is for five main reasons. First, the private sector itself remains poorly organised and it does not yet speak with a clear, convincing or cohesive voice. Second, despite policies supporting private sector-led growth, the focus of the government and donors has been on public sector capacity and public service delivery. This has marginalized the private sector, and discouraged entrepreneurial market-led development. Third, a traditional emphasis on production has limited support to input and output marketing and other aspects of the agricultural value chain. Fourth, the quality of available information on the agricultural sector has been poor. This discourages objective, knowledge-based, analysis and investment. Finally, mistrust between the public and private sectors has constrained open dialogue and hindered the development of mutually beneficial partnerships. Consequently, in agriculture, the private sector has not moved to fill the gaps left by the retreat of the public sector, as has happened in other sectors of Tanzania’s economy.” (United Republic of Tanzania, 2010, p 4)
It would of course be wrong to think of the private sector as interested in economic and social development. Instead they want to make money. They are therefore not a choir of angels. Even Adam Smith stated that, if given an opportunity, they would collude and extract surplus from other producers, workers and consumers. Only competition would prevent them from being able to do so. And where competition was inadequate, the state would have to prohibit and prosecute collusive monopolistic behavior. The motto therefore needs to be to take advantage of the private sector, while being vigilant about anti-competitive behavior. 
The distrust of the private sector is often complemented by a distrust of small farmers, who are often viewed as uneducated, unwilling to adopt technical changes, and poor managers of their own investments. Theodore Schultz won the Nobel prize in economics for showing us in 1966 that such a view of small farmers is wrong. They act purposefully to improve their lives, respond to market signals, and are careful investors, unless poverty and disaster prevents them from doing so. And countless studies have confirmed that he was right. 

Asian countries have long abandoned the distrust of the private sector and of the small farmers and have experienced the Green Revolution based on small farmers and their investments. For Tanzania to become a world-class producer and exporters, these attitudes and behaviors will have to change. Government needs to concentrate on supportive policies and programs to help small farmers and the private sector help themselves, and to allow them to make money and re-invest their surplus back into their farms or agro-industrial enterprises. 
Slow and limited progress on Crop Boards

The second major issue identified by the trade integration study was the commodity boards, an issue that has long been a topic of policy dialogue between the World Bank and the GoT (World Bank, 2002, 2007a). There are currently 7 commodity Boards covering Tea, Coffee, Sisal, Cotton, Tobacco, Pyrethrum, and Sugar.  In line with earlier and subsequent work, the trade integration study concluded that: “Crop boards have virtually unlimited regulatory power, and have intervened in ways that distort the markets and harm the farmers. Funding for the crop boards is from a cess on crop exports levied on producers, but the crop boards have not always worked in the interests of the producers. There is a need to separate out the private and public activities of the crop boards. It is recommended that crop boards be restructured to become independent producer-supported organizations, and be responsible for representing the industry. Production, marketing, transportation, storage, processing and input supply activities should be left to the private sector, while regulation, data collection, and extension should be done by the Government” (World Bank 2005, p. xix). 

Since 2004, the GoT has worked on reforming the Crop Boards and in June 2005 a series of decisions, summarized in Box 1.6, were reached.  The GoT also developed a detailed action plan to implement these recommendations, which is discussed below. Five years later, the parliament has finally adopted a law to support the implementation of these decisions, and the law is awaiting the signature of the President.  
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The new Crops Laws (Miscellaneous Amendments) Act, 2009, amends the Acts that apply to seven crop sub-sectors (and their boards): the Tea Act, the Coffee Industry Act, the Sisal Industry Act, the Cotton Industry Act, the Tobacco Industry Act, the Pyrethrum Act, and the Sugar Industry Act.  The provisions of the Act (amendments) are along the lines of the Cabinet decisions. 

It redefines the functions and roles of the Boards with the intent to focus on executing public functions.  These are defined as regulatory functions and other necessary, advantageous or proper for the benefit of the respective industry.  It specifies the specific roles of the Boards and repeals the provision of crop cesses as directed by the Ministry. The funding for the Board now comes through the budget of the Ministry of Agriculture. There is no mention of licensing (except for Sisal). However, one of the Boards functions is to make regulations for processing, exportation and storage of specific crops. 

The Act also promotes a stronger and direct involvement of stakeholders in governance and decision making by reconstituting the Boards’ membership to increase the representation of key stakeholders. In addition, the Act mandates the establishment of a stakeholders forum which negotiates the mechanisms for the management and funding of the ”shared” functions which encompass “associated private” or joint public-private functions and undertakings, for example through public-private partnerships (PPPs) to manage and finance research. The new Act also allows local government authorities, in consultation with the Minister of Agriculture, to make by-laws for better carrying out of the shared functions agreed by stakeholders.

Finally, the Act provides for contract farming requiring every contract to be submitted to the Board for scrutiny, registration and monitoring. It prohibits “facilitation” of a registered farmer by any entity with a contract as prescribed in the Act.

The reading of the act suggests that the Boards still will have wide powers to regulate their respective industries. In view of the past failures of such regulations to provide an environment where the different industries can conquer or re-conquer world markets, the act still appears to give the Boards too much opportunity to abuse their powers. 
While the act was being prepared and voted upon, the action plan has been kept up-to-date and its newest version is included in Annex 2. Several changes have already been made to the operation of the commodity boards. In 2006 all levies/cesses imposed by the boards were stopped, which benefited farmers, and instead the crop boards are now financed from the budget. The reforms have been moving forward more rapidly in the coffee sector relative to others. All auctions became voluntary in 2004/05 and blind auctions were eliminated. All license fees have been removed (also in cotton) and licenses, once granted, no longer have to be renewed annually. Cherry-buying is open to all those investing in common pulping units and Technoserve and ASDP are helping with setting them up. A public-private partnership has been established to manage research and quality control and measurement of quantity have been improved. However, other sectors have been moving much more slowly. The farmer and trader survey carried out by the local taxation study not only finds a high level of remaining local taxation but 41% of farmers complained that the output prices were set too low, monopoly purchasing still prevailed, and that prices were unreliable.  
Clearly, since commodity board reform became a major issue of discussion in the early 2000s, it has been moving at a snail’s pace. It remains a work in progress, and any impacts on producer incentives are unlikely to have materialized yet. Hopefully the already-approved law will be signed soon and strong leadership and enforcement will accelerate the pace of reform. 
Finally, in the cereals sector, an export ban has been in place since May 2008. It has deprived Tanzanian farmers from benefiting from cereal shortages in neighboring countries, and particularly in Kenya, during the recent drought.
Lack of progress on ports and border posts

Boxes 1.7 and 1.8 discuss the port problems in Dar es Salaam that sharply increase the cost of imports of fertilizers and foods, as well as exports of agricultural bulk commodities. The study discussed in Box 1.7 shows that over the past 5 years the times required for clearing shipments in the ports, the airport and the border posts have not improved, despite the changes that have been initiated. The study discussed in 
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Box 1.8 shows that physical improvements in the port of Dar es Salaam have been limited, and that almost no progress has been made in developing proper facilities for bulk shipments that are so critical for agricultural imports and exports, and for bulk imports and cost reduction of fertilizers. It is hard to understand how such important reforms and infrastructures for Tanzania economic and agricultural growth could be left so poorly attended for so long. 
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Non-Tariff Agricultural Trade Barriers (NTB) in the Eastern African Community
The EAC Custom’s Union Protocol commits Partner States, to the immediate elimination of all existing NTBs on intra-EAC trade, and to refrain from introducing new ones. However, the reality is different, and trade between the EAC countries is greatly hampered NTBs. Recent study quantifies the size and impact of NTBs on the formal maize and beef trade in the EAC. Primary data were collected from 807 formal traders and transporters within the EAC border posts, and combined with secondary data on production and trade, and price elasticities for maize and beef from different sources. A special Equilibrium Model with multiple interdependent markets was used to quantify the trade and welfare impacts of removing the NTBs
Box 1.9 shows that the non-tariff barriers in the two commodities are similar across countries and substantial. They come in multiple forms and arise from local taxation, licensing, roadblocks, custom barriers and corruption. All countries would benefit in both sectors from eliminating them. The study recommends a regional approach to eliminating the existing NTBs. It also recommends streamlining administrative procedures at the border posts, and the design and implementation of a monitoring and feedback system. 
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To summarize: International and Tanzanian incentives regimes 
Over the past 20 years, agricultural incentive regimes have changed throughout the world, with developing countries improving markedly from the weak farming incentives they provided in the 1970s and developed countries reducing the extraordinarily high and distorting incentives that peaked in the 1980s.  As a result, the playing field for agricultural exports has levelled. Partly as a consequence, global agricultural trade has expanded greatly in the past decade, particularly South-South trade. A number of developing countries with agro-climatic characteristics similar to Tanzania, such as Brazil, Thailand, Vietnam, China, Ethiopia, Uganda and Kenya, have made enormous gains in agricultural exports. It is time for Tanzania to join this club. 

The benefits from the trade reforms (both agricultural and non-agricultural) $between 1990 and 2004 are estimated at $233 billion, with the bulk of the benefits accruing to the developing world. Improving trade regimes further beyond the reforms achieved by 2004 would lead to aggregate benefits of $168 billion, again mostly in favor of the developing world. The reforms already achieved have reduced the costs of trade restrictions by three fifths of what they were in the 1980s.

In developed countries, trade preferences mean that raw agricultural exports from Tanzania face almost no trade barriers, while intermediate and processed products still face some. In emerging markets, such as China and India, trade barriers for Tanzania’s exports are a much bigger problem. Phytosanitary rules require that Tanzania invest more systematically in mastering these, rather than doing so on the basis of crisis management. 

Tanzanian farming incentives have historically been among the weakest in the world. While they have significantly improved since the 1980s, between 2000 and 2004, Tanzanian farmers still faced a nominal rate of assistance (NRA) of about -20%, with a concentration of taxation on exportable commodities. Since most other developing regions and most African countries have improved incentives more quickly than Tanzania, Tanzania’s farmers have suffered relative to their foreign counterparts.  Weak agricultural performance has persisted in Tanzania despite efforts to improve incentives for farming.  These improvements include: (1) the abolition of direct taxes on agricultural exports in 1986; (2) the establishment of a unified and floating exchange rate since 2001, which imposes no tax burden on agriculture; (3) the lowering of non-agricultural import duties over the past two decades and the fact that they are now much more uniform than they used to be; (4) the fact that most agricultural inputs and capital items are free of import duty and are exempt from the value added tax; and (5) the fact that export bans are confined to cereals. These measures have, over time, considerably improved the incentives faced by Tanzanian farmers. 

The persistent weak performance in agriculture appears to stem from interventions of crop boards, local taxes and levies, lack of competition in trading, processing and transport, illegal extractions along the value chain, and excessive costs associated with the port system of Tanzania, and its border posts. Since the early 2000s, the government has made significant reforms in its local taxation regime, which has led to a low local tax burden on agricultural producers, except in the case of cashew producers and perhaps some other commodities for which we have no data. After 8 years of discussion and feet-dragging, a law to reform the crop boards has been approved by parliament, and is awaiting the signature of the president. The law would transform the crop boards into institutions that: have more limited powers to intervene in markets, are focused more on promotion than regulation, are managed and accountable to stakeholders, and are funded from the budget, rather than commodity cesses/levies. Stakeholders in the coffee sector are most advanced in implementing some of the reforms that will become legislation, while other crop boards have moved little. Strong leadership and enforcement will be needed to make sure the new law will actually be implemented and will bring about improved farmer incentives. 

The port remains a major problem for imports of food and fertilizer and for the export of agricultural bulk commodities. No studies are available on the lack of competition in value chains or illegal extractions along them. 
The EAC Custom’s Union Protocol commits Partner States, to the immediate elimination of all existing NTBs on intra-EAC trade, and to refrain from introducing new ones. However, the reality is different, and trade between the EAC countries is greatly hampered NTBs. Recent study quantifies the size and impact of NTBs on the formal maize and beef trade in the EAC. Non-tariff barriers in the two commodities are similar across countries and substantial. They come in multiple forms and arise from local taxation, licensing, road blocks, custom barriers and corruption. All countries would benefit in both sectors from eliminating them. The study recommends a regional approach to eliminating the existing NTBs. It also recommends streamlining administrative procedures at the border posts, and the design and implementation of a monitoring and feedback system. 

To improve agricultural incentives, the major areas that require urgent action are:

1. Develop strategies that can take advantage of the rising opportunities in domestic, regional and international markets

2. Speedily complete the reforms of the crop boards

3. Eliminate export restrictions on food grains 

4. Increase private sector roles in all areas of agriculture, while at the same time combating anti-competitive behaviour. 
5. Sharply accelerate infrastructure development, and reform processes and management in ports, airports and border posts

6. Adopt a common approach with other ECA members to sharply reduce non trade barriers for agricultural commodities, including those stemming from illegal extractions associated with over-regulation and local taxation

2. The poor performance and barely changing structure of Tanzanian Agriculture 
2.1 Disappointing long-term performance
The FAO data provide the longest time series of agricultural data in Tanzania, which are mostly derived from department of agriculture data.
 Figure 2.1 shows that since the early 1960s, agricultural output has tripled in SSA as well as in Tanzania. Between 1961and 1984, Tanzanian agriculture grew at a rate of 3.3%, which was faster than SSA as a whole until 1991. From the mid-1980s, Tanzanian agriculture first experienced a decade of near stagnation, followed by a decade and a half of more rapid growth. According to the FAO data, the growth rate from 2000 to 2006 was 2.2%. Note that this now falls short of the SSA agricultural growth rate of 2.9%. 
Total factor productivity growth in Tanzania stagnated until the mid 1970s, then exceeded the SSA average for about a decade. It reverted to stagnation after 1981 and declined from 1995 onwards. Today the total factor productivity index of Tanzanian agriculture is just a few percentage points above its 1961 level. This means that the entire tripling of Tanzanian agricultural output was achieved by the expansion of area, labor and purchased inputs. Despite Tanzania’s exceptionally favorable agricultural endowments and location on the coast, its agriculture has contributed to the overall lackluster performance of African agriculture, by underperforming for over two decades in terms of output and productivity growth. 
Figure 2.1: Agricultural and Total Factor Productivity growth in Tanzania and Sub-Saharan Africa 
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Source: FAO data as processed by Fuglie, 2009. 
2.2 Modest recent improvements

Since 1999, agricultural GDP growth has accelerated and has been 4.4% on average.
 For the first time in decades, such a rate is above the rate of population growth of 2.64% (based on FAO and World Bank data). It still represents a modest per capita growth rate and is far below the Mkukuta target of 10%.  Additionally, it lags behind the overall GDP growth rate of 6.6% by over 2%. 
Figure 2.2: GDP (Total and Agriculture, Trends)
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During the last decade, agricultural GDP grew at a faster rate than the index of agricultural output (2.1% between 2001 and 2006) measured from the FAO data by Fuglie, (2009). Besides covering only six out of the ten years, this discrepancy may also stem from the fact that agricultural GDP measures the real value of agricultural output, while Fuglie’s rate of output growth is a quantity index. As shown in Figure 2.9 below, since 1998 the relative price of food to non-foods has increases in Tanzania, which means that the real value of agricultural output would have grown at a faster rate than an index of agricultural production quantities. If that is correct, then the acceleration of agricultural growth would be partly a price phenomenon.   
2.3 Agricultural exports have disappointed  

As shown in Table 2.1, despite Tanzania’s great agricultural endowment and its location right on the sea, export performance of Tanzanian agriculture over the last four decades has been miserable.  There was a period during the 1990s when agricultural exports grew at 9.4%, however this was barely enough to make up for two decades of decline. In the current decade, while world trade in agriculture grew by 8.4%, Tanzania managed a disappointing export growth of just 4.3%, the same as its agricultural output growth. At the same time six high performers managed to achieve agricultural export growth rates in excess of 10%.

Table 2.1: Real Agricultural Export Growth (percent per year)
[image: image27.emf]1970-79 1980-89 1990-99 2000-07

Ethiopia 2.4% -1.7% 10.9% 18.8%

Uganda -2.6% -3.4% 14.6% 15.3%

Kenya 7.5% -1.1% 7.0% 8.8%

Tanzania -1.0% -7.2% 9.4% 4.3%

Brazil 5.4% -3.1% 7.8% 14.4%

Malaysia 8.5% 0.7% 7.3% 13.0%

Viet Nam 10.0% 16.6% 17.3% 11.4%

Thailand 9.9% 1.5% 4.2% 10.6%

World + 4.7% 0.3% 4.1% 8.4%

Source: FAOSTAT

Real Agriculture Export Growth % per Year


But agricultural export performance has not only been miserable in the international comparisons, but also compared to merchandise exports of Tanzania (Figure 2.3). Between 1990 and 1997, Tanzanian major crop exports more than doubled, fueled by rapid increases in prices for coffee, tea and cashew nuts. By the beginning of this decade they had fallen right back to their early 1990 levels, primarily on account of adverse international prices. Since 2003 their growth has fortunately resumed, but its sustainability is uncertain. 

Figure 2.3: Exports of Major Crops and Merchandise
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The five major export crops (cashews, coffee, cotton, tea and tobacco) accounted for 61% of agricultural export earnings during 2005-2007, compared to 64% during 2000-2004. By 2004-2008 the value share of traditional exports declined to its lowest value in decades, namely 5.5 percent (Table 2.6). Thus the Commodity Board appear to have presided over the decline of traditional exports to near insignificance.   

2.4 The adverse consequences

The poor growth performance of agriculture and agricultural exports has not only led to a decline in the share of agriculture in GDP from 29% in 2001 to 24% in 2008, but more importantly, it has left rural households severely under-capitalized and ill equipped for rapid agricultural growth. Ten percent of rural households do not even own a hoe. Livestock ownership is just 42% of farm household, ploughs are owned by only 11%, while sowing machines are owned by only 3% of farm households. Since 2001, asset ownership has declined slightly except for ploughs. Rather than accumulating assets in a period of rapid economic growth, farm households have stagnated or lost assets. 
Table 2.2: Percent of All Farm Households with Productive Assets, 2000/01 and 2007
	
	Plough
	Hoe
	Livestock

(not poultry)
	Sewing machine

	
	2001
	  2007
	2001
	  2007
	2001
	  2007
	2001
	  2007

	Tanzania Mainland
	11
	11
	93
	90
	45
	42
	4
	3


Source: NBS (2008) and Hoogeveen and Ruhinduka (2009)
The poor agricultural growth performance also means that, despite accelerating economy-wide growth since 1991, rural poverty has barely declined, from 40.8% in 1991 to 37.6% in 2007 (Figure 2.4).
Figure 2.4: Trends and Targets of Income Poverty Reduction, Urban-Rural, 1991-92 to 2010
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Moreover, data from the HBS 2007 report show that in rural areas, the proportion of income derived from agricultural sources declined from 60% in 2000/01 to 50% in 2007. This suggests that in the absence of rapid agricultural growth, rural households turn to off-farm incomes, and have now become equally as dependent on off-farm sources of income as on income derived from farm production. Table 2.3 shows that the poorest household earn 15.5% of total agricultural income, while the richest household earn 20.3%, which suggests that agricultural income, or rather agricultural poverty, is fairly equally-distributed. On the other hand, the share of the poorest in salaries and wages and self-employment income is only 4.7% and 3.9 %, respectively, while for the least poor this rises to 58% and 46.3%, respectively. It is salaries and wages and self-employment income that are unequally distributed, not agricultural income. This also means that the households that derive most of their income from agriculture are the poorest households.  However, as discussed in Box 2.1, in the absence of rapid agricultural growth, rural nonfarm enterprises also grow slowly, and are not able to bring about dynamic rural income growth. Instead, they operate as an activity with low investments, capital intensity and incomes. 
Table 2.3:  Distribution across poverty/wealth quintiles Source of Income, 2007
	 Wealth Quintile /

Area of Residence
	Agricultural production
	Salaries, wages, etc
	Self-employment

	Poorest
	15.9
	  4.7
	  3.9

	2nd
	20.2
	  9.7
	  8.9

	3rd
	21.9
	13.3
	18.4

	4th
	21.7
	24.3
	22.5

	Least Poor
	20.3
	48.0
	46.3

	Tanzania Mainland
	100.0
	100.0
	100.0


Source: Hoogeveen and Ruhinduka (2009)
 SHAPE  \* MERGEFORMAT 



Households are diversifying out of agriculture in order to improve their well-being. Indeed, poor households attempt to diversify as much out of agriculture as do the least poor households: 46% of the poorest households have earnings from self-employment, compared with 48% of the least poor households. There are large differences, however, in the amount earned. The least poor households earn approximately eleven times more in self-employment than do the poorest households, and their average income has increased the most, compared with poorer households. (Hoogeveen and Ruhinduka, 2009).
Table 2.4 shows that despite the sluggish agricultural growth performance and failure to achieve significant poverty reduction, nutrition indicators in rural areas have improved significantly, perhaps on account of better food and nutrition education. 
Table 2.4: Indicators of Malnutrition in Rural Children under 5 Years, 1999 and 2004/5
	
	Stunting (height-for-age below -2SD)
	Underweight (weight-for-age below -2SD)
	Wasting (weight-for-height below -2SD)

	1999
	47.8
	31.4
	5.2

	2004/5
	40.9
	23.0
	2.9


Source: TRCHS 1999, TDHS 2004/5

Nevertheless, up to the 4th quintile of the income distribution, over 40% of rural children are stunted, while in urban areas the incidence of stunting declines steadily across income quintiles, and on average is far better than in rural areas. The tragedy is that it is in rural areas, where food is produced, under- and malnutrition are the highest.  
Figure 2.5: Percentage Children Under Five Years with Low Height-for-Age, Urban-Rural, by Wealth Quintile, 2004/05
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As can be seen from the GDP data in Table 2.5, the structure of agriculture has not changed much over the past 15 years. The GDP data was restructured in 2002. Table 2.5 therefore shows the changes in structure according to both the old and the new series. The change to the new series led to a downward correction of the crop share from 77.7% to 70.5% and an upward revision of the livestock share from 9.5% to 15.4%, but other than that there were hardly any changes. 
2.5 The barely changing structure of the agricultural economy
Using the FAO data for area under crops and the National Accounts for value of production, for the years between 1992 and 2007, the change in the structure of crop agriculture is summarized in Table 2.5.
 
Table 2.5: The Structure of Agriculture
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Crops 76.4% 77.7% 70.5% 70.9%

Livestock 10.6% 9.5% 15.8% 15.4%

Forestry 7.6% 6.8% 8.0% 7.8%

Fishing 5.4% 6.0% 5.8% 5.9%

New series rebased in 2008

Source: National Bureau of Statistics
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Food staples continue to dominate area allocation, and their area share has increased from about 64% to 68%, while their value share has declined from about 67 % to 64 % (calculated from Table 2.6). The area share of maize has increased, while the share of maize in total gross value of production has fallen. The shift towards a larger maize area is at the expense of other staples and the traditional export crops.  The share of “other” crops has remained the same. The “other” crops are becoming economically more important. The major disappointment is the traditional export crop sector, which has lost both in area share and marginally in value share. 

Table 2.6: Changes in the shares of crop categories in area and value of production
	 
	Area shares
	Value shares

	Crop group
	1992-96
	2004-07
	1992-96
	2004-07

	Maize*
	24.2%
	31.3%
	34.6%
	32.1%

	Non-maize staples
	40.3%
	36.3%
	32.8%
	31.8%

	Traditional Export crops
	10.8%
	7.4%
	5.8%
	5.5%

	Other crops
	24.7%
	25.0%
	26.7%
	30.5%


*Maize is separated out. Non-maize staples include nine crops: paddy, beans, potatoes, sweet potatoes, cassava, sorghum and millet. Traditional export crops or “cash” crops include tobacco, cashews, cotton, sisal, coffee, tea. All other crops are lumped into the “other” category.
Figure 2.6 shows that total cultivated area remained stagnant from the mid-1980s until about 2001, then shot up sharply for about 4 years, mostly on account of an increase in maize area.  Since then it has stagnated again. It is puzzling that the approximately 15% area growth in Tanzanian agriculture since 2001 is not reflected in an acceleration of the agricultural growth rate, which for the average of the four years of rapid area growth remained around 4.5%. 
Figure 2.6: Trends in area under cultivation
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Fruits and vegetables and oilseeds and nuts also showed significant area growth. Since they are much higher value crops than maize, they probably contributed significantly to agricultural income growth. More detailed data also shows that some pulses and peas did well.  
2.6 Trends in major staple foods

For the major staple food crops we look at the Ministry of Agriculture, Food Security and Cooperatives (MAFC) area and production data that include maize, rice, beans, sorghum, wheat and cassava, but not any other crops. These are combined with wholesale price data (averaged across the wholesale prices from all regional markets, collected by the market information system of the Ministry of Trade, Industry and Marketing). The six crops (henceforth the MAFC crops) account for over 85% of all staples production in value terms and 83% in terms of area. They account for 56% of area under cultivation and about 55% of the total sector value of production.  
Figure 2.8 (as revised) shows that, between 1984 and 1996, the ratio of food to non-food prices in Tanzania fluctuated within a narrow band. From then on the relative food prices increased steadily, perhaps accelerating in this decade. Area under all crops and the quantity index of major food crops started to grow between 1999 and 2001, several years after the change in price trends, and then continued growing.  From 1999 onwards, the growth in the quantity index of major food crops was 5.67%, while that of the land area under the MAFC 6 and staple food crops was 11.42% and 9.1%, respectively. The resumption and acceleration of growth in food production may thus be a price response. The change in relative prices of food versus non-food may also explain why during this decade agricultural GDP measured in the national accounts grew at a faster rate (4.4% between 1998 and 2008) than the index of agricultural output (2.1% between 2001 and 2006) measured from the FAO data by Fuglie 2009.
Figure 2.7: Trends in Gross Value, Quantity and Prices of six major Food Crops
(2000=100)
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Source: Author’s calculation

Figure 2.8: Ratio of Food to non-Food CPI
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As with the earlier more aggregate data, the area share under maize has increased sharply relative to other crops, but its value share has declined (Figure 2.9).  Rice, beans and potatoes have also increased their area shares, and even more sharply their value share. They are the star performers in the staple food sector. On the other hand, sorghum and millet have lost out both in terms of area and value shares. 
Figure 2.9: Change in area share and value shares among the major six food crops between 1999/2001 and 2005/07 or 2006/08
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The food self-sufficiency ratio of Tanzania stood at 94% in 2001/02. Since then it has increased and reached 102, 112, and 104% in 2005/06, 2006/07 and 2007/08, respectively. This is in line with the food production trends discussed above. Note, however, that the exceptionally high self-sufficiency ratio in 2006/07 still coincides with the high rural poverty rate measure in the same year. Food self-sufficiency is not sufficient to drive poverty rates down. Nor does it contribute to rapid agricultural growth

Despite the rapid growing population, the growth in food production per capita (as measured by the MAFC 6 crops) has been slightly positive (Figure 2.10). At the same time maize production per capita has remained flat, despite the special efforts of subsidizing fertilizer use for maize. 
Figure 2.10: Trends in production of food staples per capita versus maize per capita
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Figure 2.11: Trends in prices of food staples
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2.7 Poor recent performance of agricultural exports 
Since the 1970s, the composition of agricultural output has also shifted dramatically away from exportable agricultural commodities toward importable agricultural commodities (that includes all food grains), with the nontradables remaining somewhere in between (Figure 2.12). Clearly the agricultural economy has become more and more inward-looking over time.   
Figure 2.12: Production (in metric tons) of different crop groups
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Source: Morissaye and Leyaro, 2009
A closer look at the four most important export crops shows that they have experienced periods of growth and decline, 
Figure 2.13: Major Agricultural Crop Exports  (‘000 US$)
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Source: UNCOMTRADE, partner country import data, except for tea from GOT.
Table 2.7 shows the shares of each of the products in agricultural export values. It shows that tobacco exports are now double that of cashew export that have plummeted to 0.7% of total export value. While there has been some growth in horticulture exports, its share in total exports is only 1%. The only “agricultural” export that has become an important export commodity over the past decades is fish and fish products, with an export share of 6.9% that overshadows all other agricultural exports. 
Table 2.7: Tanzania’s Exports by Type of Commodity
	Commodity
	% of 2007 Exports
	% of 2008 Exports
	% of 2004-08 Average Exports

	Coffee
	4.9%
	8.9%
	10.4%

	Cotton
	3.3%
	11.5%
	11.3%

	Tobacco
	3.6%
	15.4%
	14.1%

	Tea
	1.4%
	3.6%
	4.2%

	Cashew Nuts
	0.7%
	6.0%
	6.9%

	Sisal
	0.3%
	0.0%
	0.7%

	Cloves
	0.2%
	1.2%
	1.2%

	Fish and Fish Products
	6.9%
	13.5%
	18.1%

	Horticultural Products
	1.0%
	4.9%
	3.6%


Source: Ministry of Finance report on the economy, 2007

Since the late 1980s and early 1990s, there has been an increasingly important horticultural trade to neighboring countries.  Most prominent are sales of onions, tomatoes, potatoes and oranges to Kenya.  This trade is predicated on Kenya’s inability to satisfy its rapidly increasing market demand from its own production and its reliance on imports from Tanzania to make up this shortfall (World Bank, 2005). 
On the other hand, Tanzania has had great problems in penetrating horticulture markets in the EU. Around 2003, its quantity share in vegetable imports by the EU was only 0.7% of African vegetable exports, and its share in the value of flower exports is only 2.6%, almost all of it in roses. Permanent employment in the cut flower industry was about 12,000 in 2003 and was expected to grow to about 22,000 by the end of this decade (ibid).    
2.8 Fertilizers and machinery  

Raising the productivity of maize through increased use of fertilizers has been at the center of agricultural policy in Tanzania for a long time.  Fertilizer imports stagnated between 1976 and 1994, except for a sharp decline to near zero between 1984 and 1986, just prior to the 1986 devaluation. After a spike in imports that lasted until 1998, fertilizer imports really started to grow very rapidly between 2002 and 2005.
Using Tanzania Revenue Authority (TRA) data,
 figure 2.14 shows that over the decades, there has been virtually no correlation between the import of inorganic fertilizers and maize production.
 The finding that the withdrawal of fertilizer subsidies after the mid-1980s caused little decline in maize output has been well established through much more thorough analysis than presented here (World Bank 2000). It should therefore not come as a big surprise that the reintroduction of fertilizer subsidies has not made much of a difference to maize production or yields yet. It may, however, have made a big difference to the food security and welfare of the recipients of the fertilizer coupons. 
Figure 2.14: Maize output and yield and real value of fertilizer imports
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The FAO data on imports of tractors shows fluctuations but no longer-term trends (Figure 2.15). Tractor imports fell to one of their lowest level in 1996 and 1997 and have since then recovered. In 2006, just prior to the agricultural price spike they were back to the trend line. The lack of acceleration in imports of tractors at a time when crop growth accelerated is an alarming trend for the agricultural sector of Tanzania.

Figure 2.15: Imports of tractors into Tanzania[image: image43.png]rrrrrrrrrrrrrrrrrrrrrrr





Source: FAO
Figure 2.16 shows the more positive trends for imports of agricultural machinery for soil preparation and cultivation, including lawn and sports grounds rollers, harvesting machinery, grass mowers and other agricultural machinery.  Both categories of imports show an acceleration of imports over the past decade, more robust growth for the first category than for the second. It is not possible to establish what uses the tractors and machines and equipments are being put to, but it is likely that a significant proportion is going for agricultural purposes.

Figure 2.16: Real value of import of agricultural machinery 
[image: image44.png]Millions Real USD

I

/

y=57036€" MXM

— ]

2 ; y 36104e°‘5"‘i

—— MACHINERY FOR SOIL
PREPARATION/CULTIV
ATION;
LAWN/SPORTS-
GROUND ROLLERS

———HARVESTING...
MACHINERY;
GRASS/HAY
MOWERS; MACHINES
FORPRODUCE, ETC





2.9 To sum up
The long-term agricultural growth performance of Tanzania has been far below its potential and has rarely exceeded the population growth rate. Output expansion has come from area expansion, rather than productivity growth. Total factor productivity in 2006 was barely higher than in 1961. Undoubtedly, the poor long-term performance is a consequence of weak incentives, low profitability of agriculture, the resulting inability of farmers to accumulate capital, and the general inward-looking agricultural growth strategy. 
While agricultural growth has accelerated since around the turn of the century, it is still only about 1.5% higher than population growth. Except in the 1990s, Tanzania’s agricultural export performance has been miserable, declining for both the decades of the 1970s and 1980s, and only increasing significantly in the 1990s. In the current decade, agricultural exports grew at the rate of agricultural growth, and about half the rate of international trade growth in agriculture. The modest improvement in incentives that has come about in Tanzania is not sufficient to significantly accelerate the growth rate of agricultural exports. The sluggish progress on reforms in the crop boards, the lack of progress in improving the harbor, and remaining noncompetitive practices and extractions have not helped. 
Since the late 1980s, the broad composition of agricultural output between crops, livestock, forestry and fisheries has barely changed. Within the crop sector, value shares of maize, other food staples and traditional exports have changed little, and only the “other crops” category has seen an increase in its value share from 26.7% to 30.5%. Maize significantly increased its area share, but lost in terms of value of output. The biggest gainers in area and value are fruits and vegetables, nuts and oilseeds, rice, pulses and potatoes. 
The performance of the traditional export sector has been disappointing, with a declining share of area from 10.8% to 7.4%, since the late 1980s, and a value share in 2004-2008 at around a record low of 5.5%. This is precisely the sector in which the revival of the crop boards at the beginning of the century was expected to make a major difference. Instead most of the crop boards appear to have presided over the demise of their sectors to insignificance. The non-traditional export sector accounts for about 40% of all agricultural exports, but it has also not been a dynamic sector. During a decade of rapid growth in world agricultural trade, Tanzania’s failure on the agricultural export front, compared to other successful exporters in Africa, Asia and Latin America, is astounding. 

Imports of fertilizers, machinery for soil preparation and cultivation, and harvesting machinery have increased significantly since about 2002, although all from a very low base. Imports of tractors, however, have not increased.  It is hard to show that the import of fertilizers in recent years has significantly increased maize production, although the introduction of the new inputs voucher scheme is expected to make input subsidies more effective and contribute to increased food security and welfare of the recipients.
Weak incentives and low agricultural growth have left Tanzanian farmers in a severely de-capitalized state. They own very few productive assets, and are ill equipped to bring about an acceleration of agricultural growth. Tanzania’s agricultural growth has been insufficient to reduce rural poverty, which has barely declined since 1991. However, despite the low growth, rural nutrition indicators improved over the first half of the 2000s. But the prevalence of under-nutrition is still very high among all but the top quintile of the rural population. 
Clearly, improvements in macro-economic policy, trade, taxation, and agricultural policy, including agricultural programs such as the ASDP, have not yet been sufficient to produce the rapid and sustained agricultural growth that is needed to reduce rural poverty. This also means that Tanzania has been, and continues to be, unable to take advantage of the significant opportunities that its trade preferences, the growing markets in neighboring countries, a more level international playing field, and improved international prices have been offering since the last decade.
3. General Equilibrium Analysis of opening up the economy
It is clear that the immediate impact of a food price rise associated with opening the economy to expanded  exports is to hurt consumers, and especially poor urban consumers and poor rural net buyers of food. However in the long run higher prices put more money into the purses or pockets of farmers, and of related agribusinesses. Small far,ers tend to invest into land improvements, livestock, trees, fertilizers, and farm machinery, leading to a positive supply response that can be very high in the long term. Forward and backward linkages lead to growth in agribusiness, and consumer demand linkages lead to growth in housing, consumer durables, and consumption related enterprises. The linkages take place primarily in rural areas, but also spill over into urban areas. Markets for unskilled labor tighten, and drive up the economy-wide wage. The question is whether these well studied long term impacts will offset the initial losses or even surpass them. In this section we discuss the advantages of analyzing such questions within the context of a general equilibrium model (GEM). We then summarize insights that can be gained from existing GEMs (Dessus, 2008, Levin and Mhamba, 2008) 
3.1 How is a GEM built and how does it work?

A GEM models the entire economy and all interrelationships between different markets for outputs, inputs and the primary factors of production land, labor and capital. The models contain several classes of rural and urban households that derive their incomes from the land, labor and capital they own. They consume outputs and save according to their different wealth levels and the prices they face. The government is an important actor in the model that levies taxes, receives foreign aid, and spends these incomes on government consumption, wages investments, or saves these incomes. All incomes, production, consumptions, imports, and exports, taxes, subsidies, and savings and investments are therefore fully accounted for. 

The structure of the economy is summarized the following ways: First, the Social Accounting Matrix (SAM) shows the inter-relationships among all the sectors in the economy and the relationships of these sectors to the incomes of all the producer/consumer groups, and the government. The number of sectors and income groups included in the SAM can vary enormously, from just a few to dozens or hundreds. This means that the technique can handle as wide a variety of detail as needed for the purpose the modeler has in mind. Second, the production processes for each sector are summarized in production functions that relate all primary and intermediary inputs to the output levels. Third, the proportion of each good and service that is imported or exported are typically modeled using transformation functions between domestic production and imports or exports that summarize how easy it is to import or export a good or service. Fourth, consumption demand is modeled via utility functions or consumer demand systems that summarize the responses of consumers to price changes in each market and to income changes. Finally, savings and investment can be either assumed to be exogenously given, or modeled by a variety of savings and investment functions. Short-term and medium and long-term models are usually distinguished by whether they assume investment to be fixed or allowed to respond to the new economic signals over various lengths of time. 

While international prices are given, all prices of goods and factors of production in the economy are variable and the model solves for these prices that are attained when all markets balance all sources of supply and of demand. (It is only in this sense that the model is a general equilibrium model). This includes the market for foreign exchange and therefore the model shows the impact of all changes, policies, and programs on the real exchange rate. The outcomes of the model that are of interest are real GDP, real prices of goods and factors of production, real incomes of all producer groups, and their levels of economic welfare. 

There is an enormous variety of ways to model each of the structural relationships above. In choosing among the many options the modeler must use all the understanding of the economy that he has, and tailor the model to the policy questions at hand. In addition there are many bells and whistles that can be added to such a structure. While the SAM is usually based on objective national accounts data, it already includes a number of assumptions on how income is distributed in the production process. The parameters of the production, transformation, consumer demand and savings and investment functions also have to be chosen by the modeler, usually based on prior literature for the specific country. Where prior estimates are absent or poor, they have to be borrowed from studies in similar countries, or assumed. With so many choices to be made by the modeler, it is clear that GEM is partly an art, and the quality of the output depends on the ability and experience of the modeler.   

Despite these caveats GEM has the following advantages.

1. It produces and integrated treatment in which all the causes and primary, secondary and tertiary effects of changes, policies and programs are traced throughout the economy. 

2. In particular it permits the simultaneous analysis of all impacts brought about the changes in prices, incomes, imports and exports, savings and investments.  

3. It imposes a consistency rules across the economy that ensure that all changes are evaluated with the same yardsticks. Among others, the consistency rules imply that there are no free lunches anywhere in the economy. 

4. It forces the modeler to make all his assumptions explicit.

5. The model results can be compared to actual experiences of the economy in a process called calibration that often leads to revisions in the assumptions. 

6. By making changes in the model specification, it allows the tracing of short term, medium term and long-term effects 

3.2 The consequences of international price rises differ between the short and long run
Serrano, 2008, has analyzed the impact of rising international petroleum prices, fertilizer prices and food prices on the Tanzanian Economy. He uses a SAM for the year of 2005 that already incorporates many of the changes in the Tanzanian economy between 2001 and 2005. “The SAM contains 12 different households (including 2 rural poor and 2 urban poor, 4 rural non poor, 4 urban non poor) of different population sizes, 9 types of labor (distinguished by gender and school levels, plus child labor), physical capital & land, and 43 sectors of activities (including 21 agricultural sectors and 4 food processing sectors).” (Serrano p.7)

“The model comprises four periods: (1) a pre-shock benchmark period; (2) a post shock short term period during which sectors face exogenous changes in relative prices (global commodity inflation) without any possibility to reallocate factors across sectors, substitute factors within sectors, or re-allocate output between domestic and exports markets. Final consumers, in contrast, adjust more rapidly their demand mix to the new set of relative prices; (3) a post shock medium term period in which sectors adjust their input mix (capital-including land13, labor, energy, fertilizers) and reallocate their output between domestic and foreign markets in response to price changes; and (4) a post shock long term period in which investment decisions based on new relative prices and opportunities materialize in additional or lower productive capacities (labor, capital) and the introduction of new technologies to fully meet new comparative advantages.”  (ibid, p. 6).

The parameters chosen for each of the commodities are based on estimates and experiences of the Tanzanian economy. This is particularly true for the transformation functions between imports and exports are based on past Tanzanian trade history. Therefore they assume that some goods are freely exportable or importables, others are not traded, while many, such as maize, are traded in highly imperfect markets. This means that the model reflects Tanzania’s past inward looking strategy rather than an outward looking one: Even relatively small increases in output of non-tradables and semi-tradables will have large price impacts. 

Figure 3.1 shows the enormity of the international price changes to which the Tanzanian Economy was exposed between 2006 and 2008. Since the base for these price rises is 2006 when petroleum prices had already escalated, the rise in petroleum prices that is evaluated with the model is 46% only, far less than the price rise in fertilizers of 192%, in oilseeds of 167%, and in maize of 92%. “Applying these changes in commodities prices to net trade positions by end- 2005 results into a negative terms-of-trade shock of 3.1% of GDP, in line with the estimated average for Sub Saharan Africa over the same period, 4.2%. Excluding petroleum oil though, the overall impact of the shock declines to [a much more modest] 0.5% of GDP, reflecting Tanzania’s balanced trade position vis-à-vis agricultural products.” The modeling results also show that these prices would not have fully transmitted to the domestic economy as many agricultural products were non-tradable or semi-non-tradable. 

Figure 3.1: Changes in Commodities World Prices 

(Tanzanian Shillings, January 2006-June 2008)
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Source: Dessus (2008)

Table 3.1 shows first that the short-term overall welfare impact of these price changes are estimated at -4%, a huge drop. Most of this negative welfare impact comes from the rising petroleum prices rather than the rising food and fertilizer prices. In the medium term (up to three years) the negative impacts decline to -1.8%, reflecting significant reallocations of consumption, production in the economy. In the long run, beyond three years, the agricultural sector responds with significant investments and growth; the higher farm incomes work through to increased non-farm and urban incomes via forward, backward and consumer demand linkages; and the increases in labor demand associated with all these second round and investment effects increase real wages in the economy. As a consequence in the long run the economy gains an estimated 2.5%. 
Table 3.1: Welfare impact of global commodity inflation since January 2006
[image: image46.png]Welfare changes relative to initial disposable

incomes

Term Short Medium Long
Rural Poor 2.3% -1.4% 25%
Rural non Poor -4.0% -1.6% 3.5%
Urban Poor 3.2% -1.4% 2.9%
Urban non Poor -4.6% 25% 07%
Poor -25% -1.4% 26%
Non Poor 4.2% -1.9% 25%
Rural 37% -1.6% 33%
Urban -4.4% -2.3% 1.0%

Total -4.0% -1.8% 25%





Source: Dessus (2008)

When looking at the different income classes it becomes clear that in the short run the urban non-poor are the biggest losers, as they are hit hard by both higher food and higher petroleum prices. The rural poor are most insulated from the short-term impact because they consume little petroleum products either directly or indirectly via consumption of urban goods and services, and because they produce part of their food supply themselves. The urban poor and the rural non-poor experience losses in between these extreme groups.

Not surprisingly, in the long run, the rural non-poor emerge as the largest winners, with a gain in welfare of 3.6%. They are the best placed to take advantage of the higher agricultural prices, and to save and invest their new surpluses. The urban non-poor gain the least, as they continue to suffer from the petroleum price increases, and gain little from the agricultural supply response. On the other hand the agricultural supply response and the rise in real unskilled wages benefit the urban and the rural poor that surprisingly gain about equally in the long run. 

Now that the price spike has long passed, we may also want to look at a scenario where only food and fertilizer prices rise, rather than also the petroleum prices. The results are shown in Figure 3.2. The short-term negative impacts of just the food price rises are much less than when petroleum prices are also included, but the relative position of the groups is the same. In the long run the gains of all groups vary between 5 to 8%. This reflects the spread of the benefits of higher agricultural growth associated with higher prices throughout the economy via all the linkages that the GEM is able to take account of. The biggest gainers remain the rural non-poor, followed by the rural poor, and then followed by the urban groups whose gains are practically equal. 
Figure 3.2: Simulated impact of imported inflation (excl. oil) on households welfare

(Equivalent variation in percentage of benchmark disposable income) 
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The challenge for policy makers is to manage the adverse short term impacts to obtain the favorable long term impacts.
3.3 Consequences of productivity growth depend on the trade environment

Another general equilibrium model constructed by Levin and Mhamba focuses on the short run, as it does not include an investment response. It asks the question of what would be the consequence of accelerated technical change in different subsectors of the economy. It is based on the 2001 SAM, which was the basis for the revisions of the 2005 SAM used by Serrano. Other model features are quite similar, except for the lack of investment response in the model, and therefore its short run nature. 
Table 3.2 shows the impact of increases in total factor productivity of 2% that are specific to particular subsectors of the agricultural economy, namely traditional exports, food crops, and other agricultural products. When the productivity growth is concentrated on export crops that are highly or fully tradable, output in the export sector grows by 2.6%, prices drop by 1%, and employment in the sector grows by 0.8%. Conversely when productivity grows in either of the sectors that are not traded or poorly traded, inelastic demand for food in the economy means that prices drop by -2.8% and -2.4% respectively, i.e. at a higher percentage rate than the productivity growth. As a consequence output growth is only 0.6% and 0.5 % respectively. The rising productivity, combined with the low output response means that employment in the sectors contracts sharply, by over 2% in each case. 

Note, however, that food crops are a very large sector compared to export crops, and that they are the primary consumer goods for the majority of poor Tanzanians, who gain a lot from the price drops. The two factors combined mean that in the short run productivity growth in the food crop sector has the highest impact on per capita income at 0.9 %.  

Table 3.2: Impact of a two percent increase in the sector-specific growth rate of total factor productivity

	
	Export crops
	Food crops
	Other agriculture

	Sector output growth
	2.6
	0.6
	0.5

	Sector price changes
	-1.1
	-2.8
	-2.4

	Sector employment
	0.8
	-2.6
	-2.2

	Per capita consumption
	0.1
	0.9
	0.3


Source: Levin and Mhamba, 2008, tables 3.5-3.8

Policy makers and other stakeholders in Tanzania have understood very well how important the food crop sector is in the welfare of the Tanzanian population. It is for this reason that they have imposed periodic export bans; and that Kilimo Kwanza wants to focus agricultural growth on the commodities that Tanzania consumes. 

However, this emphasis on food grain productivity and self-sufficiency only brings benefits in the short run. Low food prices prevent the many general equilibrium effects that operate through investment choices, forward, backward and consumer demand linkages, and through the labor market. These effects are huge, and so are the losses experienced by Tanzania in the long run. The gains from trading have been foregone throughout most of the post-colonial history of Tanzania. It is not surprising therefore that Tanzania continues with an under-developed and under-capitalized agriculture that has been unable to conquer international markets and act as an engine of growth for Tanzania as a whole. 50 years of such poor performance is enough. 

It is time to wake up the Sleeping Tanzanian Giant.

KILIMO KWANZA

NOW!
4. Annexes
Annex 1: Overview of agricultural sector performance and rural poverty reduction
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Annex 2: Current Status of Crop Boards Structural Reforms

	New Strategic Plans
	Status
	Comments

	Stop charging levy/cess (Ministerial approval and publish Ministerial circular)
	Stopped effective July 1, 2006.
	All Boards

	Coffee and cotton stakeholders agree on financing shared functions
	New legislation approved by Parliament, awaiting President’s assent
	All Boards (covered Tea, Coffee, Sisal, Cotton, Tobacco, Pyrethrum, Sugar).

	Strategic plans for coffee and cotton Boards
	Drafts done by 2007.  Now in the process of applying these to the Medium-Term Expenditure Framework (MTEF)
	

	Institutional Reforms
	
	

	Review Coffee and cotton Board structures and implement new structures in line with reformed roles and functions
	New Law (amendments to existing Acts) passed.
	As above – 7 Boards

	Institutional structures for shared functions
	
	

	Establish institutional structures and accountability mechanisms for shared functions
	New law addresses this but regulations now being prepared – expected by end of Fiscal Year.  
	Some crops already implementing them (cotton, tea, coffee and sugar).  Negotiations ongoing for cashew nut and pyrethrum.

	Crop Boards financing reforms
	
	

	Determine annual budgets for reformed boards
	Now financed through MAFC budget, as part of MTEF.
	Independent legal consultants hired to review all laws and to involve stakeholders in the review and reform process.

	Institute financial accountability of Boards finances
	Following government financial management (FM) and procurement systems and procedures.  Audited by AG as any other Government program.
	

	Crop Boards Governance reforms
	
	

	Institute governance and accountability in coffee and cotton boards
	Done through the ‘New” Crop law (the amendments just approved address the key issues raised in the crop boards action plan).
	Much stronger and direct involvement of “stakeholders” in governance and decision-making. 

	Specific Reforms for the Coffee Industry
	
	

	Market Regulation
	
	

	Remove blind auction
	No longer a blind auction.  Also, auction is not compulsory anymore (since 2004/05).
	

	Review performance of one license rule
	Still applies:  reviewed and agreed it should remain.
	The whole process of crop boards reforms has had a very vigorous involvement of stakeholders in devising and agreeing on the reforms. In these consultations, the stakeholders, including exporters, specifically wanted the one license rule retained.   We are following up with Café Africa, which is involved in this process to better understand the quality of the process and stakeholder views on this and other issues.

	Rationalize license fee
	All removed.
	

	Rationalize discretionary power of Board to issue and revoke licenses
	Licenses issued once, and license is maintained so long as maintain the requirements/conditions.
	Board audits compliance.

	Make cherry-buying open to those who invest in common pulping units
	Encouraging farmers to have own micro-pulping units – through farmer groups
	EU Stabex funds and TechnoServe helping to organize farmers and establish micro-pulping units. Also under ASDP, District Agricultural Development Plans (DADPs) helping set up/buy micro-processors

	Encourage farmer owned pulping units
	
	

	Provide marketing advice to groups and independent societies on risk mgmt and quality
	Set up Zonal stakeholder meeting and information centers.  
	Board helping establish zonal coffee stakeholder meetings and provides technical support and inputs.

	Quality Management
	
	

	Inspection to focus on accuracy of weights, measures and grading
	Changed, incorporated in regulations of 2003.
	

	Reducing liquoring time from 6 to 2 weeks
	Liquoring now reduced to 2 weeks.
	Also doing Barrister training (??) – training farmers to assess quality by themselves or at least a first test.

	Using liquoring service to inform farmers on quality
	Ongoing
	

	Input supply/credit
	
	

	Discontinue input voucher program
	No longer in use
	

	Sell Board shares in Mbinga and Mbozi coffee processing companies and TANICA
	No shares with the Board.  Shares sold to cooperatives/unions.
	

	Establish PPP in coffee research
	Addressed directly (“excellently”) through the new legislation (the amendments noted above).
	MAFC contributing directly to TACRI (research institute).  Also stakeholders contribute 0.07% (of kg price) + donor funds: multi-sourced funds. The latter constitute about 50% of Institute funds.

	Establish PPP in provision of promotion services
	
	

	Specific reforms for Cotton Industry
	
	

	Rationalize license fee
	Removed
	

	Abolish indicative prices and establish price information system
	Indicative prices still there. 


	Analyze world prices to set indicative prices. 

	Rationalize number of buying centers
	Still needs to be done through regulations.  
	

	Inspection at both ginnery and buying centers
	
	

	Institute accountability of reformed Cotton Development Fund (CDF) to stakeholders
	CDF removed.  Now a fund established to be managed by stakeholders
	This applies to all crops (under the new legislation). 

	Establish PPP for research
	
	

	Reformed CDF to contribute to research and development
	
	

	Legal Reforms
	
	

	Review Coffee and Cotton Industry Acts and recommend amendments for the enforcement of reformed activities
	See above
	

	Review Coffee and Cotton Industry Regulations and recommend amendments for the enforcement of reformed activities
	Some regulatory changes already being implemented.  Overall regulations being worked on.  Expected by end of this fiscal year.
	


Annex 3: Issues Raised by Farmers
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Annex 4: NRAs in Tanzania, 1976-2004
[image: image49.png]Table 11.1. NRAs for Covered Farm Products, Tanzani:
(percent)

1976-2004

Product Indicator 1976-79 1980-84 1985-89 1990-94 1995-99 2000-04
Exportables*® -77.9 -80.6 -81.6 -65.9 -523 —48.7
Beans -76.7 -761 -81.8 —44.5 -47.8 ~45.0
Tobacco —64.4 -65.9 -65.2 -56.5 -37.0 -55.2
Tea -90.7 -93.9 -93.5 -89.5 -90.8
sisal -39.1 -40.7 -29.2 -131 0.0
Pyrethrum -824 -714 -735 -37.0 -47.7
Cotton -83.1 -87.4 -84.2 854 -702
Coffee -69.3 -742 -77.4 -44.0
Cashew ~66.1 -71.6 -69.1 -39.0
Import-competing products® -531 -55.5 -162 103
Wheat -315 -54.8 -47.1 446
Sugar -87 -57.7 -147 29
Rice -507 -63.9 -396 20
Maize =517 -51.7 28 138
Nontradables® 00 00 00 00
Yam 00 00 00 00
Sorghum 00 00 00 00
Millet 00 00 00 00
00 00 00 00
00 00 00 00
0.0 0.0 0.0 0.0 X
Total of covered products® -503 -603 -51.9 -298 . -166
Dispersion of covered products® 37.4 39.1 413 465 47.0 51.9

Percent coverage (at undistorted prices) 8 9 87 8 79 74




Source: Morrisaye and Leyaro (2009)
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Box 0.1: A primer on Kilimo Kwanza


A national resolve to accelerate the agricultural transformation


Agriculture as an economic priority of Tanzanians


Not a new strategy but a catalyst for the implementation of ASDP, with additional features


Unlike in the past, the private sector to be the lead implementing agent of Kilimo Kwanza 


Formulated by TNBC, a forum for public-private dialogue





Ten Pillars of Kilimo Kwanza:


Mobilize political will and commitment of all Tanzanians to Kilimo Kwanza


A new Tanzanian Agricultural Development Bank as a major pillar of financing for KK


Emphasizes good governance, better coordination and M&E


Prioritize what is produced and marketed.  Food crops given top priority


Land access and tenure security


Incentives to attract and retain private sector investments in agriculture


Establish industries for backward and forward linkages and value addition


Science, technology and human resources for KK


Infrastructure development (irrigation, rural electrification, roads, ports, storage, etc.)





Box 1.1:  Awakening Africa’s Sleeping Agricultural Giant





The Sleeping Giant study focused on Africa’s Guinea Savannah zone, which covers about 600 million hectares in Africa, of which about 400 million hectares can be used for agriculture, and of which less than 10 percent are cropped. This zone is one of the largest underused agricultural land reserves in the world. Much of Tanzania falls into this zone. The largely rain-fed land and the agro-climatic potential are similar to that found in the Cerrado and North East Thailand. But rather than stagnating, over the past 45 years, these two landlocked regions have become world powers in agriculture, one based on large scale agriculture, and one based on family farmers. Based on this careful comparative study, this report argues that opportunities abound for farmers in Africa, and especially the Guinea Savannah, to gain or regain international competitiveness. 


The study found that farm level production costs in Africa are competitive, with family farmers generally having lower costs than commercial farmers. African farmers are also generally competitive in domestic and regional markets, but not competitive in international markets. Logistics costs are much higher than in Brazil and Thailand on account of inadequate transport, processing and marketing infrastructure; lack of competition in vehicle import and trucking industries; cumbersome transport regulations; and the need to pay bribes at border cross�ings and police checkpoints. In addition to resolving these problems, awakening of this sleeping giant requires appropriate agricultural policy regimes, greater state leadership and greater development expenditures for family farmers, greater involvement of local governments, communities, and the private sector. 


Much of the technology that family farmers will need is already on the shelf, such as improved seeds, mechanization via animal draft or tractors, low on no till technology, fertilizers and pesticides; but dissemination requires better services and marketing facilities. Low input technologies have little potential in areas of medium to high soil fertility and are more applicable to low fertility environments. Since the main market opportunities for African farmers in the medium term will be in domestic and regional markets, organic farming will primarily have potential in niche markets in the developed world. 


Brazil and Thailand provide important lessons about how the multitude of constraints discussed in the report can be overcome. Arguably the most important lesson of all relates to the role of the state. In Brazil and Thailand, successive governments played a vital role by establishing an enabling environment; it was characterized by favorable macroeconomic policies, adequate infrastructure, a strong human capital base, competent government administration, and political stability. Rather than relying solely on heavy state management and investment, the central and local governments of Brazil and Thailand were able to engage effectively with private investors, farmers’ organizations, rural communities, and civil society organizations. 


In the longer run African agriculture faces a daunting science and technology challenge to maintain and increase its competitiveness and to deal with climate change: It has more environments, more crops, more pests and more diseases than any other continent and will need to find its own technological solutions rather than rely on borrowing. This will require much larger expenditures on science, research, and science education. Genetically modified organisms will be an important part of the solutions to the multiplicity of stressors in African agriculture. 
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Box 1.2: Agricultural policy reform, growth and poverty reduction in Vietnam





The response of agriculture to the market-oriented policy reforms launched in


the late 1980s was remarkably swift. Between 1988 and 1992, GDP increased by


27%; nearly 30% of this increase arose directly from agriculture. In addition, rapid agricultural growth contributed to an expansion in rural nonagricultural services, input supply, and food processing….





Paddy and rice were the prime movers of agricultural growth during the immediate post-reform period. Since the mid-1990s, agricultural production has been diversifying significantly into other food crops (maize, peanuts, and soybeans), cash crops (particularly rubber, coffee, tea, cashews, pepper, and cinnamon), fruits and vegetables, marine and aquaculture products (shrimps, fish, cuttlefish, and crabs), and animal husbandry (pig meat and poultry).





In 2005, rice exports peaked at 5.3 million tons, making the country the third largest rice exporter in the world (after the United States and Thailand). The composition of agricultural exports has become increasingly diversified; pepper, cashews, rubber, coffee, and fish products have shown impressive growth. 





Coffee, rubber, and sugarcane are the three most important cash crops. Coffee and sugar are predominantly smallholder crops. Rubber is mainly produced on farms owned by state-owned enterprises. Livestock production has expanded rapidly since the early 1990s. It accounted for about 14% of agricultural value added in 2000 (IAPP 2001). Pig meat is the most important livestock product (60%), followed by poultry (15%) and beef (8%).





The impressive agricultural growth, especially the surge in paddy production, played a key role in winning political support for more reforms by ensuring national food security, a source of much political anxiety in the 1980s. Agricultural growth was also at the heart of the success in the rapid reduction in rural poverty. The increase in rural incomes supported the economic transition by reducing the pressure for migration from rural to urban areas, despite the widening gap between rural and urban incomes.





From Athukorala et al. 2009, Pages 283-287





Box 1.3:  The impacts of trade reforms 


Valenzuela, van der Mensbrugghe and Anderson (2009) use a global economy-wide model to quantify the impacts both of past reforms and current policies by comparing the effects of the distortion estimates of the research project on Measuring Distortions to Agricultural Incentives for the period 1980-84 with those of 2004. They model the impact of reforms in agricultural and nonagricultural policies across both the developed and the developing world. Anderson (2009) summarizes the findings as follows:





First, the policy reforms from the ealy-1980s to the mid-2000s improved global economic welfare by $233 billion per year, and removing the distortions remaining as of 2004 would add another $168 billion per year. This suggests that in a global welfare sense the world had moved three-fifths of the way towards global free trade in goods over that quarter century.





Second, developing economies benefited proportionately more than high-income economies (1.0% compared with 0.7% of national income) from those past policy reforms, and would gain nearly twice as much as high-income countries by completing that reform process (an average increase of 0.9% compared with 0.5% for high-income countries. Of those prospective welfare gains from global liberalization, 60% would come from agriculture and food policy reform. This is a striking result given that the shares of agriculture and food in global GDP and global merchandise trade are less than 9%. 





Third, the share of global farm production exported (excluding intra-European Union trade) in 2004 was slightly smaller as a result of those reforms since 1980-84, because of less farm export subsidies. If the policies distorting goods trade in 2004 were removed, the share of global production of farm products that is exported would rise from 8 to 13%, thereby reducing instability of prices and quantities of those products traded.





Fourth, the developing countries’ share of the world’s primary agricultural exports rose from 43 to 55%, and its farm output share from 58 to 62%, because of those reforms, with rises in nearly all agricultural industries except rice and sugar. Removing remaining goods market distortions would boost their export and output shares to 64 and 65%, respectively.


Fifth, the average real price in international markets for agricultural and food products would have been 13% lower had policies not changed over the past quarter century. By contrast, removing remaining distortions as of 2004 is projected to raise the international price of agricultural and food products by less than 1% on average. 





Sixth, for developing countries as a group, net farm income (value added in agriculture) is estimated to be 4.9% higher than it would have been without the reforms of the past quarter century, which is more than ten times the proportional gain for non-agriculture. If policies remaining in 2004 were removed, net farm incomes in developing countries would rise a further 5.6 percent, compared with just 1.9 percent for non-agricultural value added. As well, returns to unskilled workers in developing countries – the majority of whom work on farms – would rise more than returns to other productive factors from that liberalization. Together, these findings suggest both inequality and poverty could be alleviated by such reform. 


Finally, removal of agricultural price-supporting policies in high-income countries would undoubtedly lead to painful reductions in income and wealth for farmers there if they were not compensated. But compensation by the gainers in the rest of their societies could readily afford to compensate them from the benefits of freeing trade. 





Source: Anderson, 2009





Box 1.4: Agricultural trade barriers in importing countries


  


Most of Tanzania’s current exports [including agricultural exports] face no customs duties, either because of zero (or low) Most Favored Nation (MFN) duties set by importing countries on these products, or because Tanzanian exporters take advantage of preferential access to these markets under the Generalized System of Preferences (GSP). However, Tanzania faces barriers for some products in some markets, in both developed and developing countries. Many of the products that face significant market barriers are those that are particularly important for poverty reduction, such as cashews, cotton, coffee, tea, gemstones, fish, and horticulture. India and China, which are among the most important of Tanzania’s export partners, levy high tariffs on some of these products, and Tanzania does not benefit from trade preferences with these countries.





Tanzania also faces high tariffs on some products in developed country markets. These include fruit and vegetable juice, preserved fish and seafood, and saltwater fish fillets to the European Union (EU); sugar and sugar syrups, footwear and fruit juices to Japan; and tobacco, footwear and fabric and garments to the US. In some cases preferences do not exist and the high tariffs block trade directly. However, even in cases where preferences exist, traders do not necessarily receive tariff preferences on every shipment, either because the product does not satisfy the importing country’s rule of origin, or the cost of demonstrating that the product satisfies the rule of origin exceeds the value of preferences. 





Building SPS capacity has become increasingly important for Tanzania with the emergence of non-traditional exports (such as fish and horticulture…. Measures have been undertaken in recent years to build capacity to meet increasingly stringent SPS in the international markets. Such efforts, however, have generally been the response to crises (such as the EU ban on fish exports in the late 1990s, or outbreaks of animal disease or plant pests), rather than the product of coherent and concerted government policy. As a result, there are limited pockets of well-developed capacity in both the public and private sectors alongside areas in which there is little or no capability to perform even basic management functions.





In certain sub-sectors, for example livestock products, this limited capacity has severely constrained Tanzania’s agricultural and food exports, although other supply-side factors have also undercut international competitiveness and even the development of the domestic market. For some commodities, including groundnuts and honey, uncertainty about meeting particular food safety standards has led Tanzanian exporters to adopt a defensive posture, channeling these commodities only to markets where standards are less stringent and/or not rigorously enforced.





For a broad array of traditional and non-traditional export(able) commodities, variable or sub-par quality has resulted in price discounts in international markets. Tanzania has basic SPS legislative frameworks in place, but a more extensive and updated framework of regulations needs to be promulgated and institutional structures strengthened across both the public and private sectors. Mechanisms through which management measures are implemented and enforced also need to be strengthened.





World Bank, 2005, pp xv-xvi





Box 1.5: Taxes for Tanzania Fish Processors





Royalties—USD.15 per kg or the equivalent of 150 Tsh per kg of finished product


Levies vary in different districts from 7/- to 10/-per kg. In addition the Mwanza City Council imposes an additional, fish levy of 7/-. The total fish levy exceeds 14/- for most processors.


Mwanza Service Levy—Based on .3% of the value of the finished product or equivalent to Tsh 7/- per kg of finished product. This “service levy” is in addition to the “fish levy” noted above


Withholding Tax—Based on 2% of purchase price from the agent or fisherman


Stamp Tax—Based on 1.2% of the purchase price from the agent or fisherman


Multiple Licenses and Registration Fees—These include annual boat license fees of Tsh 40,000


Annual “ boat fitness “ certificate of Tsh. 109,000 per boat


Water rights for boats of Tsh 150,000 per filing plus Tsh 10,000 per boat


Boat parking fees of Tsh 150,000 per boat per month in some districts


Fish container placement fees of Tsh 50,000 per month in various districts


Multiple Processing Fees and Establishment Licenses—These include a fish processing fee of Tsh 750,000; Import License Fee of Tsh 500,000


Export License Fee of Tsh 125,000 all paid to the Ministry of Industry and Trade


Food License Fee of Tsh 50,000 paid to the Ministry of Health 


Export license of Tsh. 200,000 paid to the Ministry of Natural Resources.


Additional levies and fees include a waste disposal license, a dumping levy, a TBS annual


subscription, a radio call license, and a water usage license from the Ministry of Water and Livestock.


Export related Fees and Charges—This include documentation charges; Certificate of Origin Charges


Movement Certificate Charges


Bank Charges for the Payment of Royalties (the Government does not accept company checks)


Business Taxes—These include corporate tax, payroll levy, NSSF contribution, land rent





Source: Diagnostic Trade Integration Study, Box 14.1, World Bank, 2005








Box 1.6: The Government (Cabinet) directives on the proposed Crop Board reforms, June 2005 





(i) Abolish Crop Development Funds and ensure that farmers are not charged/forced to pay for these Funds;


Under the current arrangements Crop Development Funds are financed from crop levies and fund activities such as research and development or provision of specific inputs. These roles and functions fall under the “Shared Functions” [government and value chain stakeholders] and a recommended reform action for these roles and functions is that stakeholders will decide on the mode of financing those activities.





(ii) Given the strategic importance of crop development, an arrangement should be established to facilitate provision and availability of extension services to all farmers and that respective Crop Boards and Government are keen to this endeavor.





Previously, some of the extension activities were funded from the Crop Development Funds. In order to ensure continued provision of extension services, the Cabinet decided that these activities would continue under the new financing arrangements. Provision of extension services is one of the “Shared Functions”. Stakeholders (including the Government) will decide on the mode of 





(iii) The Government is to abolish levy and therefore take on the responsibility of financing Crop Boards’ running costs





Crop Boards as Government agencies will continue to execute public functions on behalf of the Government and fully finance them themselves. 





(iv) In view of the outcome of the [joint Government and World Bank] study and the consequent recommendations, there is a need to carry out a deeper analysis and determine who is doing what among the institutions and agents dealing with agriculture in the country.





Specifically, this government decision meant that for each implementing crop board reform proposal identified in the above mentioned study, the corresponding crop board would have to undergo a deep study on its structure, roles, functions, accountability and manning levels, and come out with a Strategic Plan for reform that is in line with the current policy on public financing and accountability.





Source, Government of Tanzania, 2005














Box 1.7: Lack of progress in clearance time in Tanzanian ports, airports, and border posts





In 2005 the Tanzania Revenue Authorities conducted the first major time release study at ports, airports and border stations. The major results and findings showed that time release taken from arrival to removal of goods from customs control is significantly too long across seaports with an average of 11 days across seaports, 7 days across airports and 2 days across border stations. Further, the results showed that there was a delay on each key process including pre-lodgment (DIS); Customs clearance; cargo clearance by landing contractor, Interventions by OGDs, shipping agencies and forwarding and clearing agencies.





Following these results, various initiatives have been implemented by various institutions in the cargo clearance system to improve clearance time including; review and streamline cargo clearance processes; enhance automation scope on the cargo clearance system by some institutions; increase space for goods storage; and increased number of equipment for off-loading/loading and movement of goods to and from examination areas.





The general results of the Time Release Study, 2009, show that there is still persistent increase on cargo clearance time across seaports, airports and land border stations as well across the individual institutions involved in the cargo clearance system. In comparison to the Time Release Study conducted in 2005, clearance time has remained high across seaports, airports and border stations.





The comparison results with the advanced economy countries such as Australia show that it takes an average of 1.3 days and 0.3 day to accomplish cargo clearance processes from arrival to removal across seaports and airports respectively on which Tanzania is far behind.





Source: Tanzania Revenue Authority, 2009, “Time Release Study, 2009,” Dar es Salaam, pp viii-xii





Box 1.8: Suggestions for Dar es Salaam Port Infrastructure 





Most agricultural imports and exports are handled in the bulk and general cargo area of the port. The container part of the port handles far-larger volumes, and improvements of the container port absorb most of the management capacity of the port authority. Bulk imports (dominated by wheat) vastly exceed export volumes. Fertilizer is now mostly imported in bulk form but still is bagged dockside. 





Dar es Salaam Dry Bulk and General Cargo Performance (000 harbor tons)





 �





The lack of modern bulk handling facilities, small cargo parcels, slow discharge rates and poor off-take arrangements increase the cost of fertilizer imports. The already excessively long waiting times at the port would increase sharply as a consequence of increased imports. It is of critical importance that dedicated fertilizer facilities be constructed in or adjacent to existing port land. However, progress in planning, setting aside land and building such facilities has been slow. 





In the interim, a key goal for the benefit of Tanzanian agriculture must be the modernization of handling arrangements at the ship-shore interface. This means investing in backlog maintenance. These investments should address maintenance issues that: 





Prevent safe access to a port or berth.


Prevent a ship from lying safely afloat when anchored in designated areas or moored alongside a designated berth(s).


Prevent the landing of goods due to inadequate facilities for trade, including a safe shore, proper wharves, warehouses and other establishments for dealing with the kind of cargo regularly traded.





It also means investing in improvements that will allow the handling of the port’s future freight task and that





Reduce port time cost and delay (mindful of changes in freight technology).


Allow growth through the optimum use of existing assets.





Of increasing importance is the need to bring forward the berth deepening (and associated) works together with the need to implement our recommendations for the development a dedicated fertilizer facility in or immediately adjacent to the port.





Source: Marine Logistics Ltd. 2008





Box 1.9: The impacts of non-trade barriers on maize and beef trade in the Eastern African Community





The study found out that the main types of NTBs within the three founder members of the EAC are similar. They include; administrative requirements (mainly licenses, municipal and council permits), taxes/duties (mainly excise and cess duty), roadblocks, custom barriers, weighbridges, licensing, corruption (e.g. through bribes) and transiting. On the average the cost of maize NTBs in US$ per kilometer per ton was estimated at US$ 0.09, 0.15 and 0.11 in Kenya, Uganda and Tanzania respectively. On the other hand, the cost of beef trade NTBs in US$ per kilometer per ton was estimated at US$ 0.17, 0.31 and 0.23 in Kenya, Uganda and Tanzania respectively. 





The quantification of the trade and welfare impacts of NTBs involved three main scenarios: a complete elimination of all the existing NTBs within the EAC, a 50 percent reduction in NTBs the separate elimination of individual types of NTBs such as roadblocks, permits and customs clearance. In conformity with findings from other studies on regional trading blocks in Africa, intra-EAC trade in maize and beef is disturbingly low. 





The results of the welfare analysis vary across the three countries, but the net monetary gains are positive in all cases. A complete abolishment or a reduction of the existing NTBs in maize and beef trade increases intra-EAC maize and beef trade flows with Kenya importing more maize from both Uganda and Tanzania while Uganda’s beef exports to Kenya and Tanzania increase. As a result, positive net welfare gains are attained for the entire EAC’s maize and beef sub-sectors. In all cases, the gainers from the proposed reductions in NTBs can potentially compensate the losers leading to potential improvements in welfare. These findings give compelling evidence in support of the elimination NTBs within the EAC customs union. 





Source: Karugia et al, 2009, p vii





Box 2.1: Rural Nonfarm Enterprises





Non-farm enterprises are an important source of income for 1.4 million rural families, up from 1.2 million in 2001. Most of the enterprises are operated by one person for most of the year and only employ part-time labor during peak seasons. Very few enterprises have more than two workers. They are poorly capitalized,- the median value of assets claimed by them is only 120 US$. The main means of transport is pack animals and bicycles, and only 1% of firms own motor vehicles. The median value-added per laborer of a rural non-farm business is only US$ 83, a stark contrast to an urban micro-enterprise in Tanzania that has an estimated median value-added per laborer of US$474. The median firm age is 5 years, suggesting both the ease of setting up firms and the high failure rate. Fifty-seven percent of the enterprises are trading enterprises, 21% are service establishments, and 14% are engaged in manufacturing or agro-processing. They are almost entirely sole proprietorship, and 77% of them are owned by men, in contrast to other sub-Saharan countries where a large share is owned and operated by women. The highest enterprise densities are in the Lake Region and in the center. They tend to be concentrated in areas with high agricultural productivity, but also in regions that perform poorly. 





Most rural non-farm enterprises in Tanzania are highly dependent on the performance of agriculture. Favorable policies and investment for agriculture therefore is the dominant means by which the sector can become more dynamic. The direct measures to propel the rural non-farm sector are similar to those needed for agriculture. Better access to roads and rural finance would have the strongest impact on enterprise employment growth. Interestingly, rural cell phone communication ranks third. Demand-side factors related to agriculture rank fourth. For those rural entrepreneurs who do use electricity, increased reliability of the electricity grid could stimulate growth. Simulations suggest that even marginal improvements of the rural investment climate could significantly increase nonfarm enterprise employment growth.





Source, World Bank 2007 











� The draft report was presented at joint Government of Tanzania and World Bank workshop on Prospects for agricultural Growth in a Changing World, February 24-25, 2010 and at the 15th Annual Research Conference of the  network for Research for Poverty Alleviation, March 19-20, 2010, as well as to a cabinet seminar chaired by his Excellency the Prime Minister Pinda, on March 20, 2010





� Hans P. Binswanger Mkhize is Honorary Professor at the Institute for Economic Research on Innovation at the Tshwane University of Technology in Pretoria, South Africa, and a consultant to the World Bank. Madhur Gautam is a Lead Economist of the World Bank working in the Agriculture and Rural Development Unit of the Africa Region, currently based in the Tanzania Country Office. 


� There are five Agricultural Sector Lead Ministries (ASLMs) – Ministry of Agriculture, Food Security and Cooperatives (MAFC), Ministry of Livestock Development and Fisheries (MLDF), Ministry of Industry, Trade and Marketing (MITM), Ministry of Water and Irrigation (MOWI) and the Prime Minister’s Office – Regional Administration and Local Government (PMO-RALG).


� Local Government Capital Development Grant, Participatory Agricultural Development Project (PADEP) financed by the World Bank, District Agricultural Sector Investment Project (DASIP), Financed by the AfDB, Tanzania Social Action Fund (TASAF), District Irrigation Development Funds (DIDF)


� The analysis is based on FAO data, and includes aggregate crops and livestock outputs, and on the input side agricultural labor, quality adjusted land, livestock numbers, fertilizer and farm machinery. Input weights are taken from the literature for major countries, and these are used for other countries in the respective regions. 


� Until the year 2000 the Ministry of agriculture data were regarded as superior to the national accounts data (World Bank 2000).


� In 2008 the GDP data were recalculated using constant prices (or price weights) of the year 2000, and this revision leads to a break in the series in 2008.


� The source of long time series data for area under crops is FAO, though it is not clear how they estimate area under many of the crops as the Ministry of Agriculture database only covers 6 main staples (maize, rice, beans, Irish potatoes, sorghum and millet). 


� The price of fertilizers started to rise sharply after 2007.  Until 2007, TRA data show the growth in nitrogenous fertilizer unit values at about 3.2% a year in real terms.  Most of the growth in imports during the period under study is from increased volumes.


�   Imported fertilizer was the only source of fertilizers until recently, when some phosphatic fertilizer production was started domestically.
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		Table 1: Major Product Composition of Tanzanian Exports, 1990-2003

				1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001		2002		2003

		Export Value ($ '000)

		All goods  (0 to 9)		454793		409482		450492		501173		506636		693023		732267		718593		715022		633679		674080		688855		689768		803589

		Fish & other seafood  (03)		8111		9203		12900		18425		32827		49907		69774		77943		106968		66731		154185		150545		148963		154456

		Vegetable, fresh,chilled,presvd (054)		25257		20053		16561		17553		9752		21835		18026		8691		7812		8614		5179		20866		21678		28936

		Cashew		15665		27370		34380		46935		43276		80836		60079		56700		111528		98723		39963		36031		54457		59830

		Sugar and honey  (061)		13939		1910		7487		8666		8201		8188		9350		15540		16719		10339		9255		6846		11281		14723

		Coffee		91530		91173		74106		92986		102974		142399		131686		121638		115053		96010		85003		69857		39869		62915

		Cocoa  (072)		4116		2633		2043		2346		1820		3562		3537		4169		4359		2888		1691		3030		7735		11377

		Tea  (074)		23902		24428		24007		23606		14583		14880		15378		15927		18964		14840		17052		11312		9787		11961

		Spices  (075)		17238		9340		8874		7549		2773		4047		3122		9007		1279		14815		13175		27846		7409		9880

		Tobacco		15644		20817		22625		22781		26555		28913		47166		79738		56425		75482		53042		54373		55169		59635

		Cotton		81385		66347		104316		80803		91423		129416		131861		132319		75403		33228		34689		45253		28207		45078

		Sisal & other fibres of agave (2654)		3205		2984		1872		2206		4309		5006		6074		7627		7559		9361		7125		7701		8033		8655

		Horticulture-cut flowers & foliage, bulbs & seeds etc  (292)		4641		5561		6130		6261		6916		8318		9144		11361		13984		19634		20512		22207		22332		20911

		All above products		304633		281819		315301		330117		345408		497306		505198		540659		536053		450664		440871		455868		414919		488357

		Petroleum & related products (33)		861		6307		953		13882		3994		3377		13249		14825		6687		28504		16145		10426		10314		2930

		Ores & metals  (27+28+68)		31640		27965		42212		54712		24442		47569		75863		17127		15415		24648		29885		43822		81810		82344

		Manufactures (5+6+7+8-68)		65434		58973		55232		63782		90205		94042		85535		96475		108843		86124		121039		98717		119790		141572

		Gold (97)		0		76		156		91		479		114		171		0		2		8		0		5692		3155		260

		** Gold (97) reported by Tanzania		..		..		..		..		..		..		..		1504		39287		2983		113649		206061		268478		438175

		Export Share (%)

		All goods  (0 to 9)		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0		100.0

		Fish & other seafood  (03)		1.8		2.2		2.9		3.7		6.5		7.2		9.5		10.8		15.0		10.5		22.9		21.9		21.6		19.2

		Vegetable, fresh,chilled,presvd (054)		5.6		4.9		3.7		3.5		1.9		3.2		2.5		1.2		1.1		1.4		0.8		3.0		3.1		3.6

		Cashew & other nuts  (057)		3.4		6.7		7.6		9.4		8.5		11.7		8.2		7.9		15.6		15.6		5.9		5.2		7.9		7.4

		Sugar and honey  (061)		3.1		0.5		1.7		1.7		1.6		1.2		1.3		2.2		2.3		1.6		1.4		1.0		1.6		1.8

		Coffee   (071)		20.1		22.3		16.5		18.6		20.3		20.5		18.0		16.9		16.1		15.2		12.6		10.1		5.8		7.8

		Cocoa  (072)		0.9		0.6		0.5		0.5		0.4		0.5		0.5		0.6		0.6		0.5		0.3		0.4		1.1		1.4

		Tea  (074)		5.3		6.0		5.3		4.7		2.9		2.1		2.1		2.2		2.7		2.3		2.5		1.6		1.4		1.5

		Spices  (075)		3.8		2.3		2.0		1.5		0.5		0.6		0.4		1.3		0.2		2.3		2.0		4.0		1.1		1.2

		Tobacco, unmanufactured  (121)		3.4		5.1		5.0		4.5		5.2		4.2		6.4		11.1		7.9		11.9		7.9		7.9		8.0		7.4

		Cotton (263)		17.9		16.2		23.2		16.1		18.0		18.7		18.0		18.4		10.5		5.2		5.1		6.6		4.1		5.6

		Sisal & other fibres of agave (2654)		0.7		0.7		0.4		0.4		0.9		0.7		0.8		1.1		1.1		1.5		1.1		1.1		1.2		1.1

		Horticulture-cut flowers & foliage, bulbs & seeds etc  (292)		1.0		1.4		1.4		1.2		1.4		1.2		1.2		1.6		2.0		3.1		3.0		3.2		3.2		2.6

		All above products		67.0		68.8		70.0		65.9		68.2		71.8		69.0		75.2		75.0		71.1		65.4		66.2		60.2		60.8

		Petroleum & related products (33)		0.2		1.5		0.2		2.8		0.8		0.5		1.8		2.1		0.9		4.5		2.4		1.5		1.5		0.4

		Ores & metals  (27+28+68)		7.0		6.8		9.4		10.9		4.8		6.9		10.4		2.4		2.2		3.9		4.4		6.4		11.9		10.2

		Manufactures (5+6+7+8-68)		14.4		14.4		12.3		12.7		17.8		13.6		11.7		13.4		15.2		13.6		18.0		14.3		17.4		17.6

		Gold (97)		0.0		0.0		0.0		0.0		0.1		0.0		0.0		0.0		0.0		0.0		0.0		0.8		0.5		0.0

		** Gold (97) reported by Tanzania		..		..		..		..		..		..		..		0.2		5.5		0.5		16.9		29.9		38.9		54.5

		Source: Based on world imports from UN COMTRADE Statistics.

		Tea		21500.0		21700.0		22400.0		38000.0		39500.0		23400.0		22500.0		31800.0		30400.0		24600.0		32700.0		29000.0		29600.0		24700.0
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