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CHAPTER 1: INTRODUCTION

In this introductory chapter we seek to provide a framework 
for the analysis. This will do by (1) giving a brief ac­
count of the nature of the constraint posed by the marketed 
surplus from agriculture on economic development, (2) pro­
viding some definitional terms that are of central im-

In the less developed countries CLDCs) a substantial share 
of the output produced in the agricultural sector is con­
sumed directly on the farm. This share is commonly termed 
subsistence consumption. The difference between total out­
put and subsistence consumption constitutes the marketed- 

from agriculture. In a country dominated by an 
agricultural sector, the growth of this surplus not only 
poses a constraint on the rate of structural transformation 
of the economy by being the main source of food supply for 
the non-agricultural population, but it is also the major 
source of investment funding, the size of which of course 
will also have a decisive bearing on the rate of economic 
growth and development that can be achieved. Some writers 
on economic development even argue that the presence of an 
agricultural surplus is a precondition for economic deve­
lopment .1

In this study we shall concentrate on identifying the 
factors that have governed the development of the size and 
the composition of the marketed surplus. In particular the 
composition of the marketed surplus in terms of cash crop? 
and food crops will be in focus. (Definitions of these two 
categories of crops follows shortly.) A main thesis of the 
study is that Tanzania should concentrate more on cash crop 
production than has been the case during the last fifteen 
years, i.e. that a change of policy in the suggested direc­
tion will have positive effects on trade, employment, in­
come and capital formation.
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portance for the study, and (3) giving a short presentation 
of Tanzania’s resources, farming structure and economic 
structure.

1.1 The Marketed Surplus from Agriculture as a Development
Constraint___________________________________________ _ _________

Analysis of the constraint posed by the marketed surplus 
from agriculture on economic development is amply covered 
in the development literature. During the 1950s and the 
1960s analytical models that posited a dual structure of an 
economy consisting of a labour-abundant, backward, small 
scale-peasant agricultural sector an a more modern indus­
trial sector came into vogue in the development literature 
following the seminal ideas of Arthur Lewis in his much 
celebrated article on the 'unlimited supply of labour'.1*) 
Gustav Ranis, John C.H. Fei and Dale W. Jorgenson made 
important contributions by extending the analysis of growth

In the economics literature the constraint posed by the 
marketed surplus from agriculture has long been discussed. 
Adam Smith was apperently well aware of this constraint. In 
his often quoted work The Wealth of Nations he wrote: ’It 
is the surplus produce of the country only, or what is over 
and above the maintenance of the cultivators, that consti­
tute the subsistence of the town, which can therefore 
increase only with the increase of surplus produce'.

In the LDCs one finds that the constaint identified by Adam 
Smith is almost as binding today as it was in the pre­
industrial revolution Scotland. Maurice Dobb writing on the 
issue, expressed his opinion as follows:’ there are 
reasons to suppose that it will be the marketed surplus 
which will play the crucial role in the underdeveloped 
countries in setting the limits to the possible rate of 
industrialization'.3)
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The determination of the appropriate terms of trade between 
the agricultural sector and the industrial sector is comm­
only known in the development literature as the 'scissors 
problem’. This term in fact dates back to the time of the 
Soviet industrialization debate of the early 1920s.

in an underdeveloped dual structured economy.5) Later Mar­
tin J. Hornby, Avinash Dixit and Paul Zarembka designed 
similar models aimed at studying how growth could best be 
accelerated given the marketed surplus constraint of the 
agricultural sector.6)

consumed or invested, 
described in these models is considered 
accumulation in the modern sector.

Recently Raaj Sah and Joseph Stiglitz have shown in a 
simple dual type model that the strategy for accelerating 
economic growth and development advocated by Evgeny Preo­
brazhensky in the Soviet industrialization debate was the

A common feature of these models is that they operate with 
only two sectors - an agricultural and a modern sector 
where each sector produces only one homogeneous good, res­
pectively food and an industrial good, that can either be 

The 'engine of growth' in the economy 
to be capital 

But this engine runs on 
'fuel' that is produced in the agricultural sector, which 
is not controlled by the state. The agricultural sector is 
assumed to consist of a large number of small scale produ­
cers i.e. peasants. The fuel can be obtained in a market 
where the industrial good can be exchanged for food. In 
this market the state is assumed to exercise full monoposo- 
ny as well as full monopoly control. In this economy there­
fore the price setting of agricultural goods and industrial 
goods i.e. the determination of the terms of trade between 
the agricultural sector and the industrial sector, becomes 
of crucial importance for the rate at which capital accumu­
lation in the modern sector can take place.



4

The general results which are derived in these analytical 
models are of course well founded within the premises of 
the assumptions made in the model specification. But the 
usefulness of these models is of rather limited value, 
essentially because the level of aggregation is so high. In 
particular, the assumption of only one homogeneous good, 
which is produced under constant returns to scale in each 
sector, is a simplification which has to be relaxed in a 
more thorough development study such as that undertaken in 
this book. Empirical studies of economic growth and deve­
lopment indicate that capital accumulation does not play 
the central role the models discussed above purport to 
demonstrate.9)

best solution given the premises specified in their mo- 
del.7) Preobrazhensky argued for the so-called ’primitive* 
socialist accumulation of capital i.e. a situation where 
the socialized industrialized sector expands by drawing on 
the surplus of the peasant-owned agricultural sector.8) 
According to Preobrazhensky, rapid capital accumulation 
could most effectively be achieved by turning the terms of 
trade against the peasants. Hornby, Dixit and Zarambka in 
their models also consider changing the terms of trade as a 
chief policy instrument for accelerating capital accumula­
tion. However, the effective use of this instrument is 
found to hinge largely on the price elasticities of the 
supply and demand for food. The general conclusion reached 
by these authors is that if the price elasticities are low, 
the marketed surplus from the agricultural sector can only 
be extracted to fuel capital accumulation by investment in 
the agricultural sector.
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crops are:

1.2 Agricultural Production and Marketing in Tanzania: Some
Definitional Terms____________ '___________________________________

In the agricultural sector goods as diverse as coffee and 
bacon are being produced. In this study we cannot analyse 
the functioning of the markets of all the major commodities 
produced. Our focus will be on crop production, which we 
shall defined to consist of two major categories, namely 
cash crops and food crops. These terms may to a non-inform- 
ed reader convey the idea that food crops are non-tradeable 
crops. This is not so. Both cash crops and food crops are 
tradeable crops, but since this terminology is so entrench­
ed in the Tanzanian English vocabulary we shall continue to 
use this terminology throughout this study. The following 
crops will be defined as cash crops: cashewnuts, cloves, 
coffee, cotton, pyrethrum, sisal, tea, tobacco, and oil­
seed crops, which comprise castor-seeds, groundnuts, sesame 
and sunflower-seeds. All other crops produced in Tanzania 
will be treated in this study as food crops. The major food 

food grains, root-tubers and plaintains.

A major hypothesis of this study is that the composition of 
the marketed surplus will have a decisive impact on the 
size of the marketed surplus that can be put to use for 
economic development. The reason for this is that the 

markets 'in different agricultural goods function quite 
differently. The degree of monopoly control varies greatly, 
as we shall see, between different kind of goods produced 

in the agricultural sector.

Cash,, crops and food crops may also be identified by market 
criteria. For cash crops there is no local demand, where 
local is narrowly defined to mean the village of original 
production. Cash crops are primarily for export. A small 
sharC of cash crops also goes for domestic consumption, but 
this consumption can only take place after the crops have
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been processed in a factory located outside the village of 
original production.

In this study we will divide the agricultural sector into 
two sub-sectors: the large-scale farming sector and the 
small-scale farming sector. The latter sector we shall call 
the peasant sector. In terms of total area cultivated and 
output produced the peasant sector is by far the biggest of 
the two sectors. In fact less than 10 percent of all land 
cultivated is in the large-scale farming sector.

At this juncture, though, we have to make a distinction 
between the marketed surplus which the peasants produce and 
the marketed surplus which the state can procure and put to

In the peasant sector a large share of output produced is 
consumed directly by the household. This so-called subsis­
tence consumption consists only of food crops. We can 
therefore define the marketed surplus from the peasant 
sector to be equal to cash crop production plus the diffe­
rence between total food crop production and subsistence 
consumption. This is in contrast to the marketed surplus 
from the large scale farming sector where we can for all 
practical purposes define the marketed surplus as compri­
sing total production.

The large-scale farming sector consists of such heteroge­
neous farming units as settle farms, missionary farms, 
state farms and large estates own by multinational firms. 
There are of cours^also a number of large farms owned 
privately by Tanzananians. Some of these farms cultivate 
only a few hundred hectares of land while others may have 
several thousand hectares of land under cultivation. The 
peasant sector is much more homogeneous. Typically a pea­
sant farmer would cultivate some 1-2 hectares of land. 
(See Table 1.3.).
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use for development, since the food market in Tanzania is 
characterized by a dual structure. There is an official 

market where prices are set by the government, but there is 
also a traditional food market where prices are determined 

more or less by the free market forces of supply and de­
mand. In general, prices in this latter market will vary 
considerably from one region/district to another, and on 
the whole they are higher than prices in he official mar­
ket. In the case of cash crops there is no such dual market 
structure. Only an official market exists for these crops.

In Tanzania no system with delivery quotas to the official 
market is used and outright confiscation (a practice that 
some countries have resorted to in the pursuit of 'develop­
ment’) is not practised either. Thus, as a result of this 
dual food market structure and the limited possibilities 
the government has to enforce the Compulsory Marketing 
Orders, peasants do have a certain degree of freedom in 
selling the marketed surplus of food crops in either the 
official market or in the traditional food market, albeit 
illegally in some cases. In the case of cash crops no such 
possibility of selling in a traditional market exists.

In Figure 1.1 we seek to illustrate the difference between 
the total marketed surplus from agriculture and the marke-

The marketed surplus which the state can procure clearly 
has to be marketed through the official market, i.e. the 
market where prices are set by the government. In general, 
delivery of produce to this market is made compulsory by 
the issue of the so-called Compulsory Marketing Order. 
Crops for which a Compulsory Marketing Order have been 
issued are termed scheduled crops. A great variety of food 
crops such as root tubers, plaintains and all fruit an 
vegetables are not covered by Compulsory Market Orders. 
These crops are termed non-scheduled crops.1
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Cash CropsFood Crops

it is also of importance to note that it

crop

Subsistence
Consumption

(a)

Large Scale Farming 
Sector

Official 
Market 

(c)

Traditional
Food Market 

(b)

Peasant Sector

A
Food Crops Cash Crops

ted surplus which the state can procure and put to use for 
development. Denoting subsistence consumption (a), the 
volume of food traded in the traditional food market (b), 
and the volume of cash crops and food crops marketed in the 
official market (c), the total marketed surplus from agri­
culture is equal to (b) + (c), while the marketed surplus 
which the government obtains is only (c).

Reading Figure 1.1 
is only output from the peasant sector that can be sold in 
the traditional food market. All output from the large- 
scale farming sector is sold in the official market.

Figure 1.1 Farming Structure and the Marketed Surplus in 
Tanzania

The dual of structure of the agricultural crop market 
exhibited in Figure 1.1 has an important bearing on the
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where

e.g.,

Consequently these authors advocate a development policy 
where the agricultural sector helps to support a dynamic

received theories of agricultural cutn economic development, 
which appear to have shifted from one extreme position to 
another during the past three decades. During the 1950s and 
the 1960s the agricultural sector was considered as a 
reservoir providing labour, food, raw materials and the po­
tential savings needed to fuel industrial development. The 
role of the agricultural sector, according to Bruce John­
ston and John Mellor, epitomized much of the orientation of 
this school of thought J D

A reaction against the view of agriculture as a reservoir 
to be tapped for fuelling the development process emerged 
in the 1970s when ’agriculture first’ became the catchword 
for development. The agriculture first argument, 
stress is placed on the need to allow the agricultural 
sector to ’retain its own surplus’ to increase rural wel­
fare is central in the work of such authors as, e.g., Keith 
Griffin and Michael Lipton.12^

Recently in a study on agricultural development and demo­
graphic change Warren Robinson and Wayne Schutjer found a 
policy of development based on either variant of the two 
schools of thought referred to above to be self-defeating 
in the long run. The long run prospect for the agricultural 
first school of thought, these authors argued will be as 
follows: ’Any surplus left totally in the rural sector may 
well give rise to temporary increases in the living stan­
dard, increased population and eventual exhaustion of the 
surplus.,13) On the other hand their assessment of agricul­
ture as reservoir of inputs to fuel development reads as 
follows: ’A policy which emphasizes increased output and 
transfer to the urban sector (or world market) without 
worrying about the feed back is self-defeating.’^^
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1.3 Tanzania: Some Structural Characteristics

We shall now, as a background to our study, describe some 
central structural characteristics of the country. In the 
subsequent chapters we shall learn that these structural 
characteristics have an important bearing on the pattern of 
agricultural development that has taken place.

Tanganyika covers an area of 9«0 000 km2 between the 2nd 
and the 10th latitude degree south of the equator on the 
east coast of the African continent. Zanzibar is a small 
island just off the toast of Tanganyika. In this study we 
will focus on agricultual development in Tanganyika, often 
known as Mainland Tanzania, but we will henceforth drop the

In this study we find that in Tanzania also the long run 
welfare of the rural population is dependent upon the 
inputs they can obtain from the urban (industrial) sector, 
which in turn is dependent upon the volume of produce 
marketed in the official market. The marketed surplus from 
the rural area traded in the traditional food market can 
only temporarily give rise to an increase in rural welfare, 
because the surplus traded in this market does not generate 
production of the inputs needed in the agricultural sector 
in order to sustain long run growth in agricultural pro­
duction.

The United Republic of Tanzania was created as late as 196 4 
when the Republic of Tanganyika and the Republic of Zanzi­
bar merged to become one nation. Both republics had gained 
their independence from British rule a couple of years 
earlier.

domestic urban (industrial) sector, because the long run 
welfare of the rural sector depends on the inputs it can 
obtain from the urban (industrial) sector.
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The distinction

the island of Reunion 
at the end of the previous century.19)

word Mainland and simply use Tanzania.
between Mainland Tanzania and Tanzania has no practical 
significance in this study.

1.3.1 The Cropping Pattern and the Population Settlement
Pattern______

The physiographic features of Tanzania are among the most 
varied of all countries on the African continent.15) Crops 
of the tropical as well as the temperate climate zone can 
be produced in the country. Many of the crops presently 
produced in the country were brought in by the early tra­
ders and colonizers. Greenway claims that the Persians and 
the Arab trades brought with them rice, suger cane and 
oranges and that later the Portuguese brought with them 
cassava, sweet potatoes, mangoes, groundnuts and cashew­
nuts.1^ John Iliffe also states that the Portuguese 
brought maize to East Africa, which today has become the 
major food staple in Tanzania. Wheat, another food grain 
presently being produced, was introduced in the country at 
the turn of this century by the European settlers.

Among the food grains presently produced in the country, 
sorghum and millet are the two major indigenous food crops. 
Sisal, a crop which has had a profound impact on thte Tanza­
nian economy, was brought in as late as 1892 from Brazil. 
Coffee, another very important crop for the Tanzanian eco­
nomy is only partially indigenous. For coffee a distinction 
is usually made between two varieties, namely Arabica and 
Robusta. It is the latter variety which is considered to be 
indigenous to Tanzania. The Arabica coffee was brought in 
by the missionaries from the island of Reunion in the 
Indian Ocean,

The present spatial pattern of cash crop production is 
illustrated in Figure 1.2. A characteristic feature of the
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Table 1.1 Rural and Urban Population, Tanzania 1948,1957,1967 and 1978.

19781948

a

1957 
%

1.54.2
95.8

8768.5

4.49.8 (12.2^
90.8 (87.8)

17048.3

1967 of Total
2.3
5-7
94.3

11958.7

The structural characteristics of the settlement pattern in 
term of urban and rural population according to the popula­
tion census figures are reported in Tables 1.1 and 1.2. The 
great majority of the population live in rural areas. Using 
the more narrow definition of the rural population provided 
in Table 1.1, it appears that at present some 85 percent of 
the population is directly dependent upon agriculture for 
its living.

Dar es Salaam 0.9
Urban* 3.3
Rural .96.7
Total • 000 7480.4
*) defined to include Dar as Salaam and towns with regional administration 

urban population is defined to include all towns with district admini­
stration in addition to towns with regional administration

map exhibited in Figure 1.2 is the large white areas. These 
white areas indicate areas infested with the tsetse flies 
that pose a health hazard to both man and his beasts. As a 
result, the population settlement pattern is characterized 
by clusters of densely populated areas where there are no 
tsetse flies. Population density figures of 100 people or 
more per km^ are not uncommon in Tanzania. The population 
settlement pattern is set out in Figure 1.3. The map pres­
ented in this figure is admittely rather old, but as we 
will find in Chapter 3, the pattern has not changed very 
much since its construction. It still conveys a realistic 
picture of the settlement pattern in Tanzania.

Sources: URT/TAKWIMU,Statistical Abstract 1973, URT/TAKWIMU (l?8o)r Tables 4-5
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Spatial Distribution of Cattle and Principal Export Crops.Figure 1.2

-2

Sources Berry,L. ed.(l97l)»

Table 1.2
1957-67 

% 

7.8 
6.5 
3.0 
3.1

1948-57 
% 

7.1 
7.0 
1.7 
1.8

Annual Population Growth Rates, T<Jizania.

1967-78 
% 

9-7* 
8.5* 
2.9 
3.3

redefinition of town boundaries

Dar es Salaam
Urban
Rural
Total
*) some of the growth is due to a
Source: Computed from the etalietice given in Table 1.1 above.
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Figure 1.3 Spatial Distribution of Population and Rainfall Distribution.

Source: Svendsen and Teisen (1967),p.32.
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1,3,2 Land Tenure and Farming Structure

The dominance of the peasant sector over the large-scale 
farming sector is clearly borne out in Table 1.3. According 
to the census report of 1971/72 the large-scale farming 
sector accounted for only some 8 percent of all land culti­
vated. Land cultivated in the large-scale farming sector 
has probably increased somewhat since the date of the

Presently the main forms of land tenure in Tanzania are: 
(1) customary land tenure, (2) communal land tenure, (3) 
right of occupancy land, and (4) leasehold land tenure.20) 
Practically all land in the peasant sector is used under 
the customary land tenure form that gives a usufruct right 
to the land. Communal land tenure is also held in the 
peasent sector, but as we shall see shortly this accounts 
for only a small share of land use. In the large scale 
farming sector land is used under either right of occupancy 
land ternure or leasehold land tenure. Much of the lease­
hold land consits of land for which a freehold title deed 
had been issued during the colonial period. But in 1963 all 
freehold title deed land was converted to leasehold land. 
There is no major'difference between right of occupancy 
land tenure and leasehold land tenure.

In Table 1.3 the regional land use pattern as revealed by 
an agricultural census conducted in 1971/72 is reported 
Reading Table 1.3 it appears that land is still in ample 
supply in Tanzania, with only some 4-5 percent of total 
land area cultivated. However, such a conclusion would be 
very superficial. In Figure 1.2 and 1.3 we have seen that 
much land is unsuitable for agricultural purposes. The 
rainfall pattern is in many places insufficient to give the 
cultivators a reliable food harvest, and the cost of 
eradicating the tsetse flies has so far inhibited the use 
of much land for agricultural purposes.
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census report, but it is still not likely to exceed 10 
percent of all land cultivated in Tanzania. For some re­
gions, though, the level of large-scale farming is of 
considerable importance, especially in regions well-endowed 
with fertile land such as, e.g., Arusha, Kilimanjaro, Moro- 
goro and most obviously Tanga, where the large-scale far­
ming sector accounts for nearly 50 percent of all land 
cultivated.
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Table 1.3 Land. Use Pattern by Regions 1971/72.
Cultivated. Land* Land

Use

(a) (b) (d)(c)
186Arusha

Coast
Dodoma

12.0
1.6
2.0

Mwanza
Ruvuma 2.1

2.22 0.2
2.1

*

Name 
Region

Shinyanga
Singida
Tabora
Tanga
West Lake

Mbeya
Morogoro
Mtwara

130
3069

150
182

1.55
1.33
0.85
0.77
1.26

1.43
1.19
1.18

1.07
1.73
2.26

1.6
5.2
6.8

1.7
4.2
1.5
8.4
2.2

1.4
1.5

0.9
2.9
0.8
0.8

0.9
4.1
0.5
1.5

12.2
11.6

1.3
0.2

Sources: URT/TAXWINU, Statistical Abstract 1973.J URT/TAKWIMU (1979c), Vol.I.
Tables 2.01-2.18, and Vol. II. Tables 3.0-3.2.

8210 
3380 
4130 
5685 
3705
1320 
2175 
8315 
7310 
8275
1965 
6125 
5075 
4935 
12200
2680 
2875 

88360

193
67
129
101
208
163
282
272
259
363
114
132
118

84.4
93.5
95.0
91.0
97-4 
95-4 
91.5
94.7
97.1
93.1
83.1
78.6
81.7
93.6
90.0
97.1 
97.0 
91.8

0.7
2.4
1.2

Total 
land 
area 
’000 
ha.

2.6
5.2
4.6
3.7
1.8

4.7
3.8

3.5
0.7
0.4
1.2

108.8
4.'9

268.1

size . 
farm 
ha.

0.3
0.9

46.9
3.6
7.9

0.3
8.4
0.4
18.5
0.7
3.4
19.2
2.1
0.2

4.7
2.6
2.8
3.6
14.0
4.3
7.2
2.4
1.1
8.6

1.40 
0.80 
O.98 
1.35 
1.03 
0.82

5.0
0.6
46.6

26.0
20.4
0.5
17.9
0.3
29.3
0.7
7.5
39.1
6.3
0.6

0.8 »
3.3
3.6
0.7
2.2

Iringa
Kigoma
Kilimanjaro
Mara

Ujamaa 
Farming 
Total land 
'000 
ha.

Large Scale 
Farming . 
Total land 
•000 
ha.

Individual Plots 
Total Average 
land 
'000 
ha.

Total
■) excludes grazing land aAd fallow land-
fa) = percent of peasants' farms that were less than 3 hectares
(b) = percent of all land cultivated by peasants
(c) = percent of all cultivated land
(d) = total cultivated land in percent of total land area
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Practically all peasant farming is done on individual plots 
of land. Ujamaa farming, i.e. communal farming, accounted 
for only some 1.5 percent of all land cultivated by pea­
sants in 1971/72. It is however clear from Table 1.3 that 
the extent of communal farming also varies greatly in 
different parts of the country. These differences can par­
tially be explained by reference to differences in the 
availability of uncultivated land. In the densely populated 
areas, such as West Lake, Kilimanjaro, Mwanza and Shinyanga 
region, shortage of land has probably been a major factor 
behind the lack of progress on communal farming. The stati­
stics reported in Table 1.3 are admittedly rather out of 
date, nevertheless communal farming has probably not in­
creased much beyond the level reported for 1971/72 since, 
as we will learn in Chapter 2, communal farming has not 
been emphasised so much in the rural development programmes 
of the 1970s.

The dual structure of the agricultural sector in Tanzania 
is also clearly borne out by the statistics on crop marke­
ting reported in Table 1.4. Two structural aspects of crop 
marketing are reported in Table 1.4: (1) the sector of 
supply, and (2) the type of crop. The peasant sector appa-

The size of the peasant farm is obviously very small. The 
national average size of a peasant farm was, according to 
the census report, only 1.26 hectares. But, again, there 
are some marked differences in the size of the peasant farm 
in the different parts of the country. In densely populated 
areas peasant farms tend to be smaller than in areas that 
are less densely populated. One the whole, though, the 
peasant sector is apparently fairly homogeneous with some 
90 percent of all peasant farms being of less than 3 hec­
tares .
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selected years*

%

7860 65 7473

2735

Sources: Computed from the statistics reported in Appendix Tables A.1-A.2,B.1 
and Table 5*5 in Chapter 5*

Sector
Crop

rently also dominates in crop marketing, accounting for 
some 70-75 percent of all deliveries to the official marke­
ting system, 
in the official marketing system - accounting for some 
percent of the total value of all crops marketed.22)

364
43

407

226
42
270

1205
153
1358

1432
300
1732

644
68

712

366
137
503 

2238 
1514
724 

2238

197^79 
she.
mil. %

22
100 
68 
32
100

1967/68 
shs.
mil. %

1970/71 
shs. 
mxl.

40 
677 100 
592 87 
85 13 
677 100

575
103 
678 71

214
62

276 29
954 100
789 S3
165 17
954 100

197^77 
shs.
mil. %

1146 
587* 
1735

and cash crops are the dominant crops marketed
80

1980/81 
shs. 
mil.

Peasant Sector
Cash Crops
Food Crops
Total

Large Scale Farming
Cash CropsSFood Crops'*
Total

Total Both Sectors
Total Cash Crops
Total Food Crops
Total All Crops

384
117
507

1859 100
1589 86
270 14

1859 100

§) Sugar and wheat only. Some paddy/rice are also produced in the large scale 
farming sector.Unfortunately the statistics for these latter crops are not 
readily available and therefore paddy/rice and maize are in this study being 
counted as being produced in the peasant sector. On the other hand all wheat 
is counted as being produced in the large-scale farming sector even though 
some wheat is also being produced in the peasant sector. But,again, the 
statistics on the latter are not readily available. However this treatment of 
the statistics of food grains is not likely to affect greatly the general 
picture presented in this table.

334
57

391
1103 100
978 89
125 11

1103 100

454
163
617 26 

2349 100 
1886 80
463 20
2349 100

197Y74 
shs. 
mil. %

current prices

•) A very good harvest plus large purchases of non-preferred food crops that 
prior to 1976 had been non-scheduled crop

Table 1 .4 Cash Crops and Food Crops Marketed in the Official Market, 
Tanzania, 1967- 1980,
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1.3.3 Economic Structure

The developments in national accounts production indices of 
the agricultural and the manufacturing sectors in Tanzania 
are reported in Tabel 1.5. In a country where presently 
some .85 percent of the population is directly dependent 
upon agriculture the agricultural sector will quite natur­
ally dominate the national accounts production statistics. 
The dominance of the agricultural sector in these statis­
tics is, however, considerably less than its dominance in 
the population census statistics. Value added of the agri­
cultural sector apparently only accounts for some 40 per­
cent of total GDP.

The development in agricultural exports is also reported in 
Table 1.5. Agricultural exports are not equal to the mar­
keted surplus from agriculture, but represent a substantial 
share of the marketed surplus channelled through the offi­
cial market. In Table 1.4 we have seen that cash crops 
which are primarily for export, acount, for some 80-85 
percent of all crops marketed in the official market. From 
Table 1.5 it is clear that this surplus is of great impor­
tance for the economy. Real agricultural exports show a 
dramatic decline and, given the dominance of agricultural 
exports in the export statistics, total exports have also 
declined. This decline seems to have had an effect on the 
rate of structural transformation of the economy. Output 
produced in the manufacturing sector increase quite rapidly 
during the period from the mid 1960s to the early 1970s, 
but with the steady decline in exports manufacturing output 
seems to have slackened off, and during the latter half of 
the 1 970s it even declined. Thus the validity of Maurice 
Dobb’s supposition (see page 2) appears to hold.
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1966 19761970 1978 19801974

in Chapter 6.

Source i Computed from the statistics reported in URl’/TAKWIMU, (1981a), Table 1.

1978 1980Sector 1970 1972

63.068.4 64.7 64.4 60.0 50.7Private Sector
6012 8520 11464 171874834 13934

a) value added at factor costs in current prices

Sources: Computed from the statistics reported in URT/TAKWIMU, (1979a,1979b»198la), 
Table 1, Appendix Tables 1-24, and Table 1 respectively.

Public Sector
Public Services
Parastatal Firms

31.6
19.0
12.6

171 
10.0

135 
39.2 
79 

82.8

163
41.9 
71 
85.8

40.0
20.1
19.9

100
45.3
100
68.2

108
41.7
79
74.7

35-3
19.5
15.8

35.6
21.0
14.6

174
41.1 
55 

75.0

49.3
21.8
27.5

183
9.5

136
9.3

112 
36.7 
63 
84.5

200
9-2

100
8.1

170
7.1

Table 1 .6 Value Added in the Non-Agricultural Sectors by Public and Private 
Sector, Tanzania, 1970-1980, selected years.

Table 1.5 Value Added in the Agricultural Sector and the Manufacturing Sector, 
Tanzania, 1966-198O,selected years.

Total she. mil.a^

Sector 
Manufacturing 

Production index ' 
Share of ODP 

Agriculture a) Production index ' 
Share of GDP 
Export index 
Share of total export

a) index of value added in constant 1966 prices
b) agricultural exports index in real term, see Table 6.3 ,

1974 1976
% of Total 

39.0 
21.3 
15.7
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1.4 Alins and Plan of the Study

In the non-agricultural sectors outputs produced in the 
public sector and in the private sector have grown at very 
different rates during the post-colonial period. This can 
be seen in Table 1.6, where a breakdown of the non-agricul- 
tural sectors value added estimates for the public sector 
and the private sector are reported. Reading this table it 
is clear that the public sector has expanded much faster 
than the private sector during the past two decades. Bet­
ween 1970 and 1980 the share of the non-agricultural sec­
tors’ GDP produced in the public sector increased from 1/3 
to 1/2.

Central in this study is the marketed surplus produced by 
small-scale farmers i.e. peasants. We shall seek to learn 
what factors have governed the size and the composition of 
the surplus produced in the post-colonial period. In this 
task we shall rely on various sources of official statis­
tics and the wealth of materials that have been written on 
Tanzania's development efforts in the post-colonial period. 
In addition the author will make extensive use of statis-

In the course of this study we will find that this dif­
ference in the growth rates of output produced in the 
public sector and in the private sector outside the agri­
cultural sector, and changes in the composition of output 
produced in the agricultural sector, are interrelated.

The main aim of this study is to make a contribution to­
wards a proper understanding of the agricultural develop­
ment of one LDC, in this case Tanzania. In this task the 
author has the advantage of having worked within the Tanza­
nian civil service for a total of eight years on three 
different occations in the course of the past sixteen 
years.
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The scope of this study prevent us from venturing too far 
into an analysis of political forces and their effects on 
production and consumption, but we shall see that market 
forces are significant determinants of the production and 
trade decisions of the peasants.

(

tics retrieved and compiled by himself.

In our search for the major determinants of peasant produc­
tion and consumption decisions we shall make use of stan­
dard economic theories. This study aims to challange the 
view that the market forces such as relative prices do not 
influence peasant behaviour in Third World countries. One 
advocate of this view is Goran HydGn who in his 'search for 
the structural determinants of peasant behaviour in rural 
Africa'2^), argues that 'On the whole, Marxist and margina- 
list economists alike have overemphasized the market as the 
determinant of Africa development'.221) The major determi­
nant of peasant behaviour, HydGn claims, is what he calls 
'the economy of af fection'2^), where production is primari­
ly concerned with the problem of reproduction rather than 
production as an end in itself. On the other hand this 
'economy of affection' gives the peasants a high degree of 
autonomy, which Hyd6n argues neither market forces nor 
political forces have been able to break.2^)

In our study we shall proceed as follows. In Chanter 2 we 
set the stage for an analysis of the development of agri­
cultural production by giving a short review of agricultu­
ral development since the turn of the century to the pre­
sent date. The main purpose is to trace the historical 
origin of the present farming structure that has been 
described in Section 1.3. We shall also seek to learn the 
extent to which the various agricultural development stra­
tegies have influenced developments in agricultural produc­
tion. A more systematic analysis of the recent trend (1953-
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1980) in production will, however, be given in Chapter 3.

In Chapter 5 we set out to analyse the functioning of food 
markets in order to shed some light on what factors have 
governed the development of prices in the traditional food 
market as well as the quantities traded in the two markets. 
Prices of food in the traditional food market are seen to 
have been substantially higher than prices of food in the 
official market from about 1970. The higher prices of food 
in the traditional food market are a reflection of substan-

In Chapter 4 we examine the price system of the official 
market. From this examination we will find that the princi­
pal policy instruments, namely taxes, the exchange rate and 
the stipulated marketing margin of the official marketing 
agents, have all been used in such a way that producer 
prices of cash crops have been depressed and, as a result, 
the relative price between cash crops and food crops has 
changed strongly in favour of food crops. Moreover we find 
that in the process of altering the relative price between 
these two major categories of crop, the whole viability of 
the official marketing system has been undermined.

In Chapter 3 we will find that crop production in the 
peasant sector during the past three decades has increased 
at a fairly constant rate that has been higher than the 
growth rate in rural population , but that the composition 
of the output produced has changed rather markedly during 
the last 15 years. Food crop production has increased 
whereas cash crop production has declined. This change in 
the composition of production we will find has been gover­
ned by market signals, that is producer prices in the 
official market and in the traditional food market. We will 
therefore in Chapter 4 and Chapter 5 go into a more detail­
ed analysis of the factors behind the price developments in 
these two markets.
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in the official market at the stipu-tial excess demand 
lated official price.

In Chapter 6 we shall seek finally to demonstrate that the 
recent change in food crop production in Tanzania has been 
counter-productive. This we shall do by pointing to some 
adverse effects the recent emphasis on food crop production 
has had on such national aggregates as employment, trade, 
savings, investment and the growth and distribution of in­
come. The author thus advocates a policy which seeks to 
induce the peasant to switch some of their resources back 
to cash crop production.

The presence of excess demand in the official market we 
shall link to two factors (1) unrealistically low prices, 
and (2) a decline in food grain production, notably wheat, 
in the lage-scale farming sector. The substantial excess 
demand in the official market has pushed up the prices of 
food in the traditional food market.

The sucess of such a policy, we will argue, will depend 
inter alia on how the following two key problems are sol­
ved: (1) the ’release’ of the production constraint in the 
peasant sector, and (2) an efficient incentive policy for 
cash crop production. Some suggestions as to how these two 
problems might be solved are offered in conclusion.

The high food crop prices in the traditonal food market 
have induced peasants to switch their resources away from 
cash crop production to food crop production. But since 
food crop prices in the traditional food market have been 
higher than in the offical market, peasants have to a large 
extent preferred to market their crops in the traditional 
food market. This has greatly weakened the viability of the 
official marketing system.
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CHAPTER 2

AGRICULTURAL DEVELOPMENT STRATEGIES: A HISTORICAL REVIEW

2.1 The German Period 1885-1920

In order to facilitate the analysis of the factors that 
have governed the recent developments in agricultural pro­
duction that will be given in the ensuing chapter, we shall 
in this chapter give a short historical review of the 
agricultural development strategies pursued. The purpose 
will be to trace the historical origin of the cropping 
pattern and farming structure that we have briefly describ­
ed in Chapter 1. We shall also seek to learn the extent to 
which the policies pursued have affected the development of 
agricultural production.

Based on major differences in agricultural policies pursued 
and changes in the institutional setting, the recent histo­
ry of Tanzania may be divided into seven periods. These 
periods are: (1) The German Period 1885-1920, (2) The 
Commencement of British Rule 1920-1930, (3) The World Eco­
nomic Depression 1930-1938, (9) The Second World War Decade 
1938-1998, (5) The Post-Second World War Period 1998-1961, 
(6) The Pre-Arusha Declaration Period 1961-1967, (7) The 
Post-Arusha Delaration Period. Our account of the agricul­
tural development strategies pursued in these periods fol­
lows in the same sequential order.

The present borders on the African map were to a large 
extent drawn at a conference held in Berlin in 1889-85. At 
this conference the European powers decided to divide Afri­
ca into their respective spheres of influence. East Africa 
was divided between England and Germany. Tanzania was
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was to be based

In order to force the natives to take up employment on the

claimed by the Germans to be under their protection. Kenya 
and Uganda were claimed by the British.

The prime objective of the Germans in Tanzania was to 
develop a reliable source of supply of strategic raw mate­
rials for German industry, especially for military pro­
ducts. 2) Agriculture was to be based on large scale far­
ming. Land was alienated to German settlers. The first land 
to be alienated was in Pangani valley. This valley was not 
only suitably located with its outlet on the coast, but it 
was also quite fertile. Before the arrival of the Germans 
this valley used to provide Zanzibar, a major trading town 
on the East African Coast, with all its requirements of 
food grains.3) The Germans found that this valley was 
better suited to produce sisal.

Production of sisal was to be based on the plantation 
system since sisal had to be processed before it could be 
exported to Germany. The acquisition of machinery and other 
equipment needed in processing meant that a considerable 
amount of capital was needed in order to start up sisal 
production.1*) In Chapter 1 we learned that the large-scale 
farming sector consists of such heterogeneous farming units 
as estates, state farms, settler farms, missionary farms 
etc. This difference in the farming structure has a histo­
rical origin in the differences in capital requirement for 
different crops. Sisal production required more capital 
than settler farmers on their own could raise and partly 
for this reason sisal has in Tanzania primarily been pro­
duced on large estates owned by big companies, but managed 
by management teams from Europe. The settler farmers in­
stead initially took up production of less capital-inten­
sive crops such as, e.g., food grains and various types of 
oil-seed crops.
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An indication of the growth rate in crop production during

sisal estates and the farms of the settlers a poll tax was 
introduced for the first time in 1898.5) The wage paid was 

however very low and the working condition harsh and as a 
result the Germans soon learned that labour was not in 
•unlimited supply’, as assumed by Lewis in his famous model 
from1954. Rather than working for the Germans the natives 
preferred to take up cash crop production when such oppor­
tunities gradually arose with the development of the commu­

nication infrastructure.

The Germans initially tried to organize the natives to 
produce cash crops in village settlement schemes under 
their own direct supervision. These village settlement 
schemes were, however, so much resented by the natives that 
in 1905 a large scale rebellion/war broke out.5) It took 
the Germans two years to supress this rebellion and in the 
end the village settlement schemes where cotton was be 
produced, had to be abandoned. When the rebellion was 
supressed a new governor arrived, Governor Rechenburg, and 
he started to advocate a policy of developing agriculture 
based on peasant farming.7) The objective of the Germans in 

1908, as expressed by the Colonial Secretary Dernburg, 
reads as follows: 'We have not gone to East Africa to found 
plantations for 300-400 people, but to make a vast country 
bloom, to find raw materials and create markets for German 
trade and industry'.®^

The settlers naturally sought to prevent the natives from 
taking up cash crop production since this would reduce the 
supply of labour to their own farms. However, as we shall 
shortly discover the attitude of the colonial administra­
tion towards peasant cash crop production gradually changed 
and as a result peasant cash crop production started to 
rise quite rapidly.
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Table 2.1 Export Trade Structure,Tanzania 1900 and 1913.

Produce/Crops

i '000 •000

45

i

na

11
Total 209.4 100 100

Sources: Iliffe (1979)»

Sisal
Wild Rubber
Hides and Skins
Copra
Cotton
Groundnuts
Beewax
Coffee
Sesame
Rice
Sugar
Others 20C

1778

1900 
value

na
90.6

na
46.3

535
309
275
117
98
96
71
47
20
9

20.9
1.3
3.4
5.52.2 
9-0 
0.6
1.1
1.5 0.8

1913 
tons value

4> '000

the latter half of the German period is reported in Table 
2.1, which shows developments in the export trade. An 
important point to note in Table 2.1 is that during the 
early period most of the exports consisted of such non-cash 
crops as wild rubber, bee-wax and hides and skins. Export 
of 
to 
to

%a)

30
18
15
7
5.5
5
4
3 
1
0.5

a) in percent of total export value 
na= no data available

%a)

these products has however gradually declined relative 
the export of cash crops, which more and more have come 
dominate the export statistics.

p. 130, and Coulson.(1982), Tai le 7.1.
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Much of the present communication network was built during 
the German period. The Northern Railway Line was opened in 
1911. This line went inland from Tanga, a small port on the 
coast, up through Pangani valley to the fertile slopes of 
Mount Kilimanjaro. The Central Railway Line was opened up a 
few years later in 191 **. This line went across the whole 
country from Dar es Salaam, the major port and administra­
tive centre on the coast, up to Kigoma, a small trading 
station on the shore of Lake Tanganyika. These railway 
lines greatly enhanced the viability of cash crop produc­
tion. However, it was not really the railways that opened 
up Tanzania to world trade. This, John Iliffe argues, had 
been done long before by the Arab traders who had establis-

No statistics are available that can indicate any trend in 
peasant food crop production during the German period. 
Brooke, writing on the heritage of famine in Central Pro­
vince, reports that food shortages have occurred regularly 
in this areaJO) These shortages are, however, primarily 

the result of natural calamities such as for example 
droughts, locusts and rinderpests, and not the result of an 
expansion in cash crops production that diverted land away 
from food crop production. In fact in this area hardly any 
cash crop production has developed yet. In this study we 
shall find that crop failure in Tanzania is highly loca­
tion-specific to the Central Province that has now been 
renamed Dodoma Region.

Another important aspect of the early development of the 
export trade in Tanzania was that production of cash crops 
for export in the large-scale farming sector and in the 
peasant sector developed roughly at the same pace.9) As a 

result neither of the two sectors ever came to dominate, as 
happened for example in the neighbouring country Kenya,- 
where settler production of cash crops came to dominate the 
early development of the export trade in that country.
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Tanzania was

The main source of supply of labour for the estates and the 
settler farms was in the areas that were the most remote. 
In these areas the transport cost was too high for cash 
crops to develop and as a result there were no alternatives 
for the natives to earn money to pay taxes other than in 
seeking wage employment for the Germans. Since the wage was 
too low to support the worker's living and that of his 
family no permanent and skilled labour force could develop. 

All wage employment on the estates and settler farms was 
based on migrant labour.1 2^

declared a British Protectorate under the 
auspices of the League of Nation in 1920 after Germany had 
lost the First World War. The British continued with very 
much the same policy as the Germans J3) The policy ob­

jectives of the British as expressed by Governor Cameron in 
1926 read as follows: 'The first object of the Government 
is to induce the native to become a producer directly or 
indirectly, that is, to produce or to assist in producing

hed trading stations and organized caravan trading all over 
the country long before the arrival of the Germans.11^

2,2 The Commencement of British Rule, 1920-1930

Nevertheless, the establishment of the plantation system by 

the Germans had a profound impact on the agricultural 
production pattern that developed. In the vicinity of the 
estates the natives found it more profitable to produce 
food crops for sale to the workers on the estates rather 
than to work on the estates themselves for very low wages. 
Further away from the estates cash crop production was 
taken up by the natives when such possibilities gradually 
arose with the expansion of the improved communication 
facilities. This was the origin of the present peasantry in 
Tanzania.
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something more than the crop of local foodstuffs that he 
requires for himself and his family’.1

Initially the major methods of achieving, this objective 
was to expand the communication network. The road network 
was greatly expanded during the early years of British rule 
and in 1928 a branch of the Central Railway Line running 
through Sukumaland was completed. The construction of this 
branch gave a considerable spur to the development of cash 
crop production in this area. This is evidenced in Table 
2.2, where the early developments in cash crop production 
in three areas that have come to dominate peasants’ cash 
crop production are reported. These areas are Bukoba dis­
trict, Kilimanjaro district and Sukumaland. Bukoba is lo­
cated on the western shore of Lake Victoria, Kilimanjaro is- 
as the name indicates located around the famous Mount 
Kilimanjaro, and Sukumaland covers several districts on the 
southern shore of Lake Victoria.

In the peasant sector the first to take up cash crop pro­
duction were their leaders i.e. the local chiefs. The 
policy of the British to rule the natives through their 
leaders probably accentuated the early lead of the chiefs 
in cash crop production. In a survey from Shinyanga in 1923 
it was found that some 76 percent of all cotton was pro­
duced by the chiefs.in Bukoba district production and 
consumption of coffee had for a long time been part of an 
ancient ritual that was controlled by the chiefs.1 6)
The opening up of Bukoba to world trade greatly enhanced 
the value of land in coffee production and the prominence 
of the chiefs.
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2.2 Peasants* Cash Crop Production,1922—1938,selected districts.Table

year
?)

1922
1923
1924
19251926
1927
1928
1929
1930
1931
1932
1933
1934
19351936
1937
1938

Bukoba 
hard coffee

Sukumaland 
seed-cotton

2800 
na

(a)
na

na 
na 

963 
1346 
1941 
1288 
1405 
1340 
1505 
1178 
1403 
2742 
4789 
na 
na 
na 

12132

na 
32 
48 
64 
80
264 
308 
413 
672 
740 
867 
716 
1275 
1475722 
1177 
1566

(a)
4300 (81.1)
5000 (83.3) 
na

4200 (63.6) 
na
7100 (79.8) 
na 
na

7700 (67.5)
6900 (54-3) 
na

10600 (57.0) 
na
7600 (55-9) 
9600 (70.0)

Kilimanjaro
*) mild coffee

Sources: mild coffee: Saylor (1973), Table 14.1, hard coffee: Friedrich (1968), 
Table 1 and Coulson (1982), Table 7.5, seed-cotton: Hyddn-(19BO), 
Table 2.1 for the period 1924-1934 that only reports production for 
kwanza district in Sukumaland. The figure of seed-cotton production 
for 193g is reported by McLoughlin. (1964), Table 9«

= coffee production in Bukoba in percent of total coffee export 
= do data available

*) The difference between mild coffee and hard coffee is that the former type 
of coffee is produced from the Arabica coffee tree whereas hard coffee is 
primarily produced from the Robusta coffee tree
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3.3 The Word Economic Depression 1930-1938

Bukoba was also connected to world trade with modern commu­
nication facilities before Kilimanjaro, which was later to 
become dominant in coffee production. In 1903 a steam boat 
service had been opened up on Lake Victoria and this ser­
vice was linked up with the new Mombasa-Nairobi-Kampala 
Railway Line. All coffee production in Bukoba was shipped 
out on this railway line through Kenya right up to the end 
of the 1960sJ8) Kilimanjaro was connected to world trade 

with the railway line some 10 years after Bukoba.

The early development of coffee production in Tanzania was 
greatly dominated by coffee production in Bukoba. Up to the 
end of the 1920s some 80 percent of all coffee export was 
produced by the peasants in this district. The early lead 
in coffee production in this district was primarily due to 
the fact that it was only in this district that the coffee 
tree was an indigenous plant. In all other areas where 
coffee production was taken up a new plant was introduced.

In 1930 the big crash in the world economy came. Prices of 
Tanzania’s principal export crops fell dramatically. The 
export pribe of sisal fell from -L 32 per ton in 1929 to -E 
11 per tori in 1932 and likewise the export price of coffee 
fell from t 59 per ton in 1929 to -L 20 per ton in 1 933.1 9) 

The decline in export prices put a great strain on the

In this district the chiefs controlled the use of land 
under a local feudal land tenure system known as Nyaruban- 
ja. With the commercialization of coffee production the 
chiefs now started to demand a small fee to be paid in cash 
by the peasants for coffee produced on land held under the 
Nyarubanja land tenure form. The system was, however, pro­
bably not operated on a very large scale, but it continued 

1 71 until after independence. It was abolished in 1965. 1
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Cooperatives were introduced for the first time during this 
period. This was done partly to facilitate the marketing of 
peasants' produced output, but it was also a convenient

economy. The infrastructure had been greatly expanded and 
its maintenance was dependent upon a steady flow of go­
vernment revenue from agricultural production. It was thus 
vital for the British to uphold the production level reac­
hed .20)

During this period the tax burden was also increased to 
keep the pressure on the peasants to maintain the produc­
tion level. The tax burden was simply raised by maintaining 
the same tax rate in spite of the dramatic fall in cash 
income of the peasants which resulted from the sharp falls 
in cash and food crop prices. The peasants who could not 
pay their taxes were simply conscripted into the govern­
ment's labour force.^3)

In order to prevent peasant production from falling a 
•carrot and stick' policy was introduced. Different rules 
and regulations were imposed on the peasants which all 
aimed at maintaining production. Minimum acreage laws were 
for the first time introduced. According to these laws the 
peasants had to plant a certain minimum acreage with both 
cash and food crops or else be fined or go to jail.21) 

Peasants could also be finded if they did not apply a 
cultivation technique which the agricultural extension ser­
vices thought to be the most suitable to prevent soil 
erosion. However, the peasants were in general not too keen 
on applying the cultivation technology recommended by the 
extension service because they considered the new technolo­
gies to be inferior to their own methods. Later agronomic 
research findings have also concluded that the advice of­
fered by the extension service during this period in many 
cases was poor.22)
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‘carrot* that could be offered to the peasants for their 
production efforts. (In Chapter 4 where we analyse the 
functioning of the price system of the official market we 
shall provide a more detailed account of the history of 
cooperatives in Tanzania.)

The development of food crop production during this period 
is much harder to assess since only scanty observations on 
food crop production are available. It appears from the few 
studies that have been made that food crop production 
during this period also continued to grow at a rate suffi-

According to export statistics provided by Andrew Coulson, 
between 1913 and 1938 cotton exports increased from 2,200 
tons to 9,100 tons while during the same period exports of 
groundnuts declined from 9,000 tons to 3,600 tons.21*) Mada- 
ha1 reports exactly the same pattern in his historical study 
of the development of cash crop production in Shinyanga 
district, which lies in the heart of Sukumaland the major 
cotton growing area. In this district between 1933 and 1936 
production of cotton increased from 117 tons to 1,188 tons 
while production of groundnuts declined from 4,177 tons to 
3,078 tons.25) This switching of resource allocation bet­
ween different lines of production is a phenomenon that is 
very characteristic of the development of crop production 
in the peasant sector, as we shall see thoughout this 
study.

The policy of the British was successful in the sense that 
agricultural production did not fall during the 1930s. Both 
coffee and cotton production increased, as can be noted in 
Table 2.2. Reading Table 2.2 and similar tables that will 
be presented later in this study it is, however, of great 
importance to recognize that peasants have switched their 
land and labour resources into different lines of produc­
tion depending upon which crop is most profitable.
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2,1| The Second Word War Decade 1938-1948

cient to meet subsistence food requirements except for the 
occasional shocks to food supply caused by natural calami­
ties in the Central Region.26)

In the large-scale farming sector sisal output also conti­
nued to expand during the 1930s despite sluggish export 
prices. Exports of sisal increased from 50 thousand tons in 
1930 to 101 thousand tons in 1938.27) The settler farmers 

who did not have the same financial resources to draw on as 
the large sisal estates had, however, a very difficult time 
during this period.28) The Second Word War probably rescued 

them from financial ruin.

During the Second World War all agricultural crops produced 
in Tanzania were classified as strategic and non-strategjc 
crops. Food grains and sisal were classified as strategic 
crops immediately after the outbreak of the war2^) Large 

amounts of food grains were needed by British military 
forces overseas and the British Navy had huge requirements 
for the twine and ropes produced from sisal fibres.

Settler farmers were encouraged to increase food grain 
production. Masao Yoshida reports that the government pro­
vided the settlers with (1) a guaranteed price, (2) a 
guaranteed minimum return per acre, (3) advances against a 
guaranteed minimum return, and (4) in approved cases grants 
to open up new land for cultivation. 30) fOO(j gra£n produc­

tion on state farms was also initiated during the Second 
World War. A large farm was established in the Northern 
Province to produce wheat. The farm was never, though, very 
successful. In 1 945 some 22 000 acres were cropped, but 
only an average of 3 bags per acre was harvested. The farm 
was abandoned in 1947.3^
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An indication of the development of peasant cash crop 
production during the period 1938-1948 is reported in Table 
2.3. Reading this table one may get the impression that 
peasant production stagnated, but this was probably not the 
case. It is more likely that Table 2,3 reflects a change in 
resource allocation in different line of production. The 
decline in cotton production was most probably induced by a 
change in the price of cotton in terms of competing crops. 
Cotton had been declared a non-strategic crop during the 
war, ostensibly owing to the huge US stockpiles of cotton 
and as a result cotton prices were very depressed.32) 
Producer prices of cotton during the early 1940s were 
actually lower than during the early 1930s when crop prices 
in general were at an extremely low level.33) On the other 
hand food crop prices were probably quite buoyant during 
the early 1940s since food crops had been declared strate­
gic crops. The severe drought which in 1941/42 had again 
caused a bad harvest of food crops probably also caused 
food crop prices to increase and thereby induced a change 
in resource allocation away from cotton to food crop produ­
ction.34)

The flexibility with which peasants have been able to 
switch their resources into different lines of production, 
depending upon which crop it has been most profitable to 
produce can also clearly be seen in Table 2.4 where the 
land use pattern of an average peasant household in Sukuma- 
land in 1945 and 1961 is contrasted. In the next chapter we 
shall see that the substantial change in resource alloca­
tion which apparently took place in Sukumaland between 1945 
and 1961 was partly induced by the sharp rise in the price 
of cotton in relation to the prices of competing crops.
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Table 2.3 Peasants1

year .»)

tons tons
a)

Peasants' Land. Use Pattern,Sukumaland 1945 and 1961Table 2.4

Crop

Bulrush Millet

253Maize

Cotton

Source: Collinson , (1972), Table 4.

Sorghum
Rice

■000 
1.57 
2.14 
3.25 
1.56 
2.48 
1.69 
3.27 
2.51 
1.83
3.38 
2.62

1.01
5-83

Kilimanjaro 
mild coffee

0.23
2.73
5-53

6-7 na 
na 
na 
na 
12 
12 
14 
15 16 
24

%
21.1

'000 
na 
na 
7.92 
6.81 
8.23 
6.10 
9.75 8.18 
4.47 
8.59 
6.15

%
70.1
5.0
5.8
1.7

17.3
100

4.2
49.4
100

price
shs./ton 

900 
800 
620 
760 
1332 
1980 
2100 
2040 
2222 
2600 
2860

Cash Crop Production and Producer Prices, 1938 - 1948, 
selected districts

Sukumaland 
seed-cotton

1938
19391940
1941
1942
1943
1944
19451946
1947
1948

Sources: mild coffee: Saylor: (1973),Table 14.I, hard coffee: Yoshida..(1970), 
Chapter VI., seed-cotton: McLoughlin.(1964),Table 9*

Bukoba . % 
hard coffee0'

price*)
cents/lb.

6
8
6

13
14
14
14

15-17
19
21
25

Cooperative Union (KNCU).All coffee produced by the peasants in Kilimanjaro 
has been marketed by KNCU.

b) Refers to total export of hard coffee.Practically all of it has been produced 
by the peasants in Bukoba district.

*) Producer price of Robusta dry cherry beans

tons price
'000 cents/lb.
12.13 *
24.10
24.48
30.37
20.57
14.88
10.32
21.19
20.95
19.57
24.53

1961
*) acreage '

1.17
1.40

1945
acreage '

4.09
0.29
0.34
0.10

Total
*) average acreage in crop production per household

a) Average export price (auction price)for coffee sold by Kilimanjaro Native
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of land.
for example,

2.5 The Post-Second World War Period 1948-1961

Special credit institutions for the agricultural sector 
were established during this period. The Land Bank of 
Tanganyika had been established in 1948, but the bank’s 
lending was confined to the settler farmers. In order to 
provide peasant farmers with credit facilities the African 
Productivity Loan Fund was established in 1955.^9) The

But, 

the banana apart from being a staple food is also an 
important source of cash income in the coffee-growing a- 
reas.35) in the subsequent chapters we shall learn that 

during more recent times there have been some dramatic 
changes in the relative price between coffee and bananas 
that most likely have greatly influenced the growth rater 
in coffee production.3^)

During the late 1940s and the early 1 950s there was a 
continued emphasis on large-scale food crop farming. The 
most famous example is probably the illfated Groundnut 
Scheme. The scheme was unfortunately very poorly planned 
and ended as a very costly experiment.37) As a result a 

renewed interest in peasant agriculture arose. Development 
of the peasant sector was to be based on the so-called 
Focal Approach.38) This meant that special attention should 

be given to the progressive farmers. The progress of these 
farmers was to act as a focal point and as an encouragement 
for other peasants to follow suit.

Coffee production is of course also influenced by the price 
of coffee compared to the prices of competing crops. Bana­
nas and coffee are typically interplanted on the same plot 

But in production coffee and bananas are more 
complementary to each other than, for example, cotton and 
food grains. The banana give shade to the coffee trees that 
is found to enhance productivity in coffee production.
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1961-19672.6 The Pre-Arusha Declaration Period,

The first development plan to be written in independent 
Tanzania was authored by the World Bank. In this develop­
ment plan two strategies for agricultural development were 
delineated. One was termed the Improvement Approach and

major beneficiaries of this institution were the larger 
progressive farmers in the peasant sector, many of whom 
were local chiefs.

By this time, however, the peasants had become more and 
more vocal in expressing their dissatisfaction with the 
agricultural development policy of the British. This dissa­
tisfaction they channelled to a large extent through TANU, 
which also took over the leadership of the country when the 
British left in 1961.

The British also wanted to abolish the customary land 
tenure system that was briefly described in Chapter 1. A 
land tenure system based on freehold title deeds was to be 
introduced as a means of promoting the progressive farmer- 
/peasant. This proposal was, however, rejected by the Tan­
ganyika African National Union (TANU), a political party 
formed in 1954 and led by the future President of Tanzania 
Julius K. Nyerere.2*^

During this period, production of cash crops increased 
quite rapidly. The statistics on crop production during the 
period 1953-1980 will be presented and analysed in more 
detail in the next chapter. In general it appears that the 
increases in production came more from favourable develop­
ments in producer prices as a result of high world market 
prices than from the ’carrot and stick’ policy still pur­
sued by the British.
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However,
was

the other the Transformation Approach.The Improvement 
Approach was nothing more than a continuation of the Focal 
Approach of the British. The Transformation Approach on the 
other hand involved the establishment of new village set­
tlements where peasants would produce cash crops and food 
crops under supervision and guidance from the agricultural 
extension services using modern farming technology such as 
tractors and chemical fertilizers.

The settlement scheme idea was,, as noted at the start of 
this historical review, nothing new either. The Germans had 
initially tried to force the peasants to produce cotton in 
such settlement schemes but had been forced to give up the 
idea. The British had also on several occations tried to 
use village settlement schemes as a means of controlling 
the spread of the tsetse flies, but only with meagre suc­
cess.The settlement schemes of the early 1960s shared 
the same fate as their earlier predecessors. These schemes 
were run for a few years with government support, but when 
the costs started to spar the schemes had to be aban­
doned

In the large-scale farming sector prospects were not so 
bright. With the change of the regime in 1961 many settlers 
left the country. At the time of independence the large- 
scale farming sector did not entirely consist of settlers 
and estates owned by multinational firms. The number of 
large farms owned and operated by Africans had gradually 
expanded. Their progress was greatly enhanced in 19^7 when 
the government's support for large-scale food crop farming 
was also extended to large-scale African farmers as well. 
In some of the major food grain producing districts such as 
in Mbulu and Ismani districts, food grain production on 
large farms owned by Africans was of considerable importan­
ce.1*2^ However, the prosperity of these farmers raised 

fears in TANU that a rural class society was about to
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2,7 The Post-Arusha Declaraction Period

In 1967 an important policy document known as the Arusha 
Declaration was passed by TANU. In this document it was 
explicitly stated that Tanzania was to follow a socialist 
path of development. The major means of production, such as 
the large industries, the large plantations/estates, and 
financial institutions were accordingly nationalized. In 
the rural areas also development had to be oriented away 
from the individualistic peasant form of production since 
it was held that such a form of production, would degenerate 
into a capitalist form of production. The large-scale food 
crop farms in Mbulu and Ismani districts were seen as 
typical examples of the capitalist form of farming. The way 
to reverse this development was the establishment of yet 
another form of village settlement. This time they were to 
be termed Ujamaa Villages.

develop.^5) jn order to pre-empt this development a new 

rural development strategy was designed, this time by the 
President himself. The blueprint of this strategy was set 
out in Nyrerere's pamphlet Socialism and Rural Develop- 
niejlt^G) that by and large was based on his 1962 paper, 

U-iamaa - The Basis of African Socialism.

U j a m a a is a Kiswahili word which in English translation 
means familyhood. According to Nyerere Ujamaa is based on 
three fundamental principles: (1) respect each member of a 
family recognized the place and right of the other members, 
(2) common property - each person accept the principle that 
whatever one person has in the way of basic necessities 
they all have, (3) obligation to work - every member of the 
family and every guest who shares in the right to eat and 
to have shelter takes for granted the duty to join in 
whatever work needs to be done.21®^
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be organized 
thus

when the
This form

The blueprint of the Ujamaa rural development strategy 
actually shared the same charateristics as many other pam­
phlets written on radical social reforms. The pamphlet 
Socialism and Rural Development essentially contained a 
description of an ideal rural community, but the author was 
not very informative on how to create such a community. It 
was, however, envisaged that the conversion of the tradi­
tional way of living should progress through various stages 
of development. Three stages were identified, Stage 1, 
Stage 2 and Stage 3-5°)

Stage 1 characterizes a stage in development where peasants 
have moved away from living in separate homesteads and 
moved to form a village but are cultivating their land on 
an individual basis. In Stage 2 some communal form of 
production has been taken up, and in Stage 3 all activities 
in the village are accomplished on a communal basis.

Principles of cooperation among the villagers were of cour­
se also well-known and practised at the time 
Ujamaa rural development strategy was launched.
of cooperation, however, was only communal in the sense 
that it implied mutual aid and reciprocity among the villa­
gers, but not communal ownership. The Kiswahili word for 
this form of cooperation is U jima which is not to be e- 
quated with Ujamaa: Some critics of the Ujamaa policy have 
agued that this is what Nyerere has done.^9)

The new rural development strategy intended that the prin­
ciples of Ujamaa should be extended much beyond the family. 
It fact these principles should be extended to include all 
residents of the same village such that all resources of 
the village i.e. the land and the labour, 
under one village leadership and that the output 
produced be communaly shared by all residents of the vil­
lage.
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Table 2.5 Numbers and Members of Ujamua Villages, Tanzania 1968-1976

Year
(a)•000

(a) = percent of total population
Source: Maeda (198O),Table 5*

1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978

180 
650 

1956 
4484 
5556 
5628 
5008 
6944 
7684 
7373 
7631

58.O 
300.0 
531.2 

1545.2 
1980.9 
2028.2 
256O.5 
9140.2 

13061.0 
13506.0 
13775-5

322
461
417
345
356
360
511

1316
1700
1832
1805

0.5
2.5
4.2

12.5
15.3
15.3
17.6
61.6
85.O
85.O
87.0

An indication of the progress of the Ujamaa rural develop­
ment strategy is reported in Table 2.5 which shows stati- 
tics of the number of Ujamaa villages formed and their 

members for the period 1968-1978.

No. of 
villages

No. of members Average No.of 
members/vi11 age
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was

than

The statistics on the number and members of Ujamaa villages 
are, however, poor indicators of the progress of the Ujamaa 
programme. In Chapter 1 we saw that, by and large, the ru­
ral population was living in villages long before the 
Ujamaa rural development strategy was launched. In the mid- 
1960s the cooperatives were actually serving the peasants 
in some 5 000 villages spread out over the whole country.
51)

Hardly any of the villages listed in Table 2.5 can be said 
to have reached Stage 3 of development. The great bulk of 
all villages in Tanzania are in Stage 1 and some in an 
embryo of Stage 2. In Chapter 1, Table 1.3, it was slown 
that probably not more than 1-2 percent of all land culti­
vated by peasants during the 1970s was communally culti­
vated.

A major reason for the lack of progress on communal farming 
was that labour was such a binding constraint on peasant 
production.52) The introduction of communal farming meant 
an additional demand for peasant labour which was already 
in short supply at the critical time in the agricultural 
production cycle. There thus arose a conflict between la­
bour needed to secure output on the individual farm and 
labour needed for communal farming. Naturally in a conflict 
between the use of labour for communal farming and indivi­
dual farming priority had to be given to the individual 
farm since it was the output of this farm that would guara­
ntee a peasant's subsistence food requirements. Thus labour 
use on the communal farm was in practice residually deter­
mined and as a result the productivity of communal farming 

much inferior to the productivity obtained on indivi­
dually cultivated plots of land. Suleman Sumra reports 
yields per acre in food grain production to be 2-3 times 
higher on individual cultivated plots of land than on
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In the actual implementation of the Ujamaa programme during 
the 1970s the principle of communal production has also 
largely been ignored. Instead implementation centred on the 
establishment of the so-called planned development vil­
lages. In these villages the peasants could still retain 
their individual form of farming, but it was argued that 
productivity in farming could be better enhanced by such 
methods as e.g. block farming, and in the long run this 
could lead to the communal form of production.

Reading the general reportage of the implementation of the 
rural development policy in Tanzania during the 1970s one 
may get an impression that the whole rural population was 
moved to these planned villages against their own will.55) 
However, no data is available to show how many new village 
settlements were actually established and how many peasant 
families were actually resettled against their own free 
will. The statistics reported in Table 2.5 certainly give a 
distorted picture, since the great majority of the villages 
listed in this table are only new village settlements in 
name but not in physical location. Philip Raikes has des­
cribed the implementation of the rural development policy 
during the 1 970s as Ujamaa by ’sign painting’.56) No doubt 
quite a few peasant families were actually moved against 
their own will, but it appears that many of the reports on 
Tanzania during the 1970s tended to exaggerate the number 
of peasant families that were resettled. The use of force 
in implementing the Ujamaa policy was nevertheless in di­
rect contradiction to the policy outline as set out by 
Nyerere. In the original blueprint of the Ujamaa policy 
great stress was put on the volontary principle in imple-

communal farms.53) Similar dismal records .in communal far­
ming are reported by e.g. Jannik Boesen et al., Dean McHen­
ry, Goran HydSn.S1!)
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agricultural production.57) 
tionis,however, not very 
available production statistics, 
3.

In general it appears that the Ujamaa policy in practice 
turned out to be a copy of the 'carrot and stick' policy of 
the British. Social amenities have been provided in these 
villages, but the local rules and regulations that the 
British introduced in the 1930s in their efforts to main­
tain agricultural production in face of-falling prices were 
again put to use during the latter half of the 1970s.

In the large-scale farming sector old policies have also 
been revived. In this case it is the agricultural policies 
of the 1940s with the emphasis on large-scale food produc­
tion that are being tried out anew. After the costly expe­
riment with state farms in the 1940s and the ill-fated 
groundnut scheme, only experimental state farms existed in 
Tanzania during the Pre-Arusha Declaration period. During 
the 1970s a renewed interest in state farms as a means of

Another aspect which has probably also been exaggerated in 
the general reporting on Tanzania during the 1970s is the 
negative effect the Ujamaa policy is claimed to have had 
on agricultural production. Owing to the poor level of 
planning which preceded the establishment of these planned 
development villages, it is reported that in many cases the 
peasants ended up in worse localities than they had been 
before and that this had had a serious adverse effect on 

The adverse effect on produc- 
clearly discernable in the 

as we shall se in Chapter

menting Ujamaa. In this policy document it was explictly 
stated that the policy of Ujamaa could only succeed when 
peasants of their own free will came to realize the benefit 
of the communal way of living. Yet to a certain extent this 
principle was apparently abandoned in practical implementa­
tion of the policy during the 1970s.
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2,8 Summary

It appears,

supplementing food grain production in the peasant sector 
has developed. Lucian Msambichaka reports that between 1975 
and 1979 state farms expanded their acreage in food grains 
from 30,700 hectares to 53»500 hectares. Most of this land 
was in wheat production. In 1979 some 63 percent of all 
land in food grain production on state farms was in wheat 
production. Maize by contrast accounted for only 7 percent, 
and rice and sorghum for 14 and 11 percent respectively.^) 

Some of these state farms have been fairly successful in 
obtaining high yields per acre, but according to Ren6 
Dumont and Marie-France Mottin their economic performance 
did not appear to differ significantly from the records of 
their predecessors.59)

however, that there has been a serious lack of

In this chapter we have seen that by and large the present 
farming structure and production pattern were established 
by the end of the German period. The farming pattern which 
developed can be described in terms of concentric circles 
around the labour demand centres. Close to the centres of 
labour demand food crop production for exchange was taken 
up, further away cash crop production developed, and in the 
areas that were most remote from labour demand centres no 
crop production for exchange developed. These areas instead 
became the main areas of labour supply. This pattern of 
development is of course by no means novel. Johann Heinrich 
von Thtinen in his study of the pattern of agricultural 
production in Germany during the 18th and the 19th Century, 
found that the agricultural production pattern had been 
very largely determined by its location in relation to 
major urban industrial centres. Similar patterns have been 
documented for most industrialized countries after von 
Thiinen's pioneering study.6°)
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Footnotes Chapter 2

1.

2.
3.
4.
5.
6.

imagination in the agricultural policies pursued. A ’villa- 
gization' approach combined with a 'carrot and stick* poli­
cy is a common denominator of the agricultural development 
strategies pursued during the colonial as well as during 
the post-colonial period. Although this policy has undoub­
tedly enforced some increases in production, the major 
determinants of production during the colonial period seem 
to have been: (1) the imposition of taxes on the local 
population, (2) the establishment of labour demand centres,
(3) the establishment of improved communication facilities,
(4) the role of the local elite/leaders in initiating cash 
crop production, and (5) a natural environment suitable for 
crop product) In addition crop prices apparently have had 
a major impact on the agricultural production pattern that 
developed. This latter determinant seems to have been rele­
gated to an inferior role in the many studies that have 
been conducted on the history of agricultural development 
in Tanzania.62) A closer examination of the determinants of 
agricultural production during the period 1953-1980 is the 
subject of our study in the next chapter.

The arbitrariness with which the borders were drawn at 
this conference is perhaps best illustrated by the 
well-known story on how Mount Kilimanjaro came to be 
within the borders of Tanzania. The story goes as 
follows: Queen Victoria of England wanted to give her 
cousin Kaiser Wilhelm of Germany a present. She had 
been told that there were no snow-covered peaks in the 
German Empire. Mount Kilimanjaro was therefore found 
to be the most suitable present. A bend on the 
straight border line between Kenya and Tanzania was 
made to accommodate the queen’s wish.
Iliffe (1971) Chapter 1. 
Ibid.
Coulson (1982) p. 37.
Iliffe (1979) p. 120.
This rebellion is known as the Mali Ma.1 i War. Maji is 
a Kiswahili word for water. The rebels were led to
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also von Freihold (1979) pp.
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19.
20.
21.
22.
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8.
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24.
25.
26.
27.

11 .
12.
13.
14.
15.
16.

believe by their leaders that they would become immune 
to German bullets after they had been given a sprinkle 
of blessed water on their bodies. This made them 
attack the Germans with great ferocity. The rebellion 
was on such a large scale that historians describe it 
as a real national war of liberation. A journal pub­
lished by the TANU Youth League at the University of 
Dar es Salaam carries the name Maji Maji in commemora­
tion of this war of liberation. For an account of this 
war see e.g. Iliffe (1979) pp. 168-202. 
Coulson (1982) p. 39.
Ibid. p.33.
Iliffe (1979) Chapter 9 reports that in 1912,
1929 the output produced by the European settlers 
accounted for 60, 40 and 55 percent respectively of 
total exports.
Brooke (1967) reports that severe droughts occurred in 
1905 and in 1910. The drought in 1905 was particulary 
difficult because at the same time locusts had infes­
ted the area and a rinderpest had decimated the cattle 
herd. For the first time free famine relief food was 
offered by the colonial government. 
Iliffe (1971) Chapter 1.
Ibid. pp. 12-18.
Coulson (1982) p.45.
Ibid. p. 43.
Iliffe (1979) Chapter 9.
Mbilinyi (1976) p. 42 writes that Robusta coffee had 
been introduced to Buloka by the Bunyoro conquerors 
over 300 years ago. The coffee bean was used primarily 
as iron rations for warriors and travellers.
A good account of the Nyarubanja Land Tenure system 
can be found in e.g. James (1 970).
Friedrich (1968).
Iliffe (1979) p. 343. 
Ibid. p. 349.
Coulson (1982) p. 30.
Ibid. pp. 152-157» see 
12-13.
Ibid. p.20. The foundation of much of the present road 
network in Tanzania was actually laid during the colo­
nial period using conscript labour. For further de­
tails of the development of the transport infrastruc­
ture in Tanzania see e.g. Hofmeier (1973).
Ibid. Table 7.1.
Madaha (1975) Table 7.
Brooke (1967).
Coulson (1982) Table 7.1.
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Ibid. p. 159. 
See e.g. the 
Awiti (1971). 
Nyerere (1967) p.7 argues that as land becomes scar- 

'We shall find ourselves with a farmers’ class 
a labourers' class ... the latter ... They will

Jones (1982).
Coulson (1982) pp. 45-50.
Yoshida (1970) Chapter 6. 
Ibid.
Coulson (1982) p. 49.
Madaha (1975) reports that in 1933 a producer price of 
9-10 cents/lb. seed-cotton was paid in Usogoro, Kisha- 
pu and Uchunga in Shinyanga district. In 1940/41 and 
1941/42 Yoshida (1970) reports that the producer price 
of seed cotton was 8-9 cents/lb. in the neighbouring 
country Uganda. However, according to Yoshida during 
the colonial period producer prices of cotton in Ugan­
da were some 2-3 cents higher than in Tanzania. Thus 
it seems almost certain that the producer prices of 
cotton in Tanzania during the early 1940s were consi­
derably lower than in the early 1930s.
Mwanyika (1976) reports that in Southern Pare cotton 
production declined from 1323 tons in 1939 to 442 
tons in 1942, while production of paddy/rice increased 
from 800 tons in 1933 to 2130 tons in 1941.
Sykes (1 959) reports that the value of bananas to be 
some 3 times higher than the value of the coffee har­
vest per acre in Kilimanjaro district.
See e.g. Tibaijuka (1984) Table 6.1.
Hogendorn and Scott (1981) give a total cost of some 
British L 266.8 millions in 1980 prices. For that 
amount of money only some 28,600 acres were cropped in 
1955, when the scheme was finally abandoned.
Coulson (1 982) p. 55.
For an account of the development of the financial 
institutions in Tanzania see e.g. Binhammer (1 975).
Coulson (1982) p. 146 cites Nyerere’s argument as 
follows: ’If we allow land to be sold like a robe 
within a short period there would be only a few Afri­
cans possessing land in Tanganyika and all the others 
would be tenants ...’.
The World Bank (1961).
Coulson (1982) p. 27 cites Kjekshus’s major conclusion 
as follows: ’The reign of the tsetse fly in Tanganyi­
ka is a recent, twentieth century phenomenon that 
followed the breakdown of the man-controlled ecologi- 

system that Burton and others witnessed’.
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become a rural proletariat depending on the decision 
of other men for their existence’.
Nyerere (1967) .
Nyerere (1962).
Nyerere (1967) p. 2.
Mushi cited by Hyd6n (1980) p. 91.
Nyerere (1967) pp. 18-20.
In Chapter 4 of this study we shall find 
there were some 1,200 agricultural marketing coopera 
tives serving the peasants spread throughout the coun­
try. At the peak season of harvesting and marketing 
these cooperative societies used to operate so cal­
led buying posts. Each cooperative society would nor­
mally operate 4-5 such buying posts. These buying 
posts were all located in villages.
The nature of the production constraints in peasant 
production will be further discussed in Chapter 3. 
Sumra (1976) Table 3.
Boesen et al.(1977) chapter 4, HydSn (1980) Table 4.2. 
See e.g. Coulson (1982) pp. 250-255.
Raikes (1975) p. 75.
See e.g. Boesen et al. (1977) pp. 170-172.
Msambichaka (1981).
Dumont and Mottin (1979) pp. 34-40.
For a summary exposition of von Thunen's (1826) find­
ings see e.g. Bressler and King (1 970) pp. 336-338. 
These same determinants are also singled out by Iliffe 
(1979) PP 286-289.
E.g. Fuggles-Couchman (1964), HydGn (1980), 
(1971, 1979), Ruthenberg (1964), Saul and 
(1971), Woods (1971).
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CHAPTER 3

AGRICULTURAL PRODUCTION 1953-1980: TRENDS AND DETERMINANTS

The time period 1953-1980 is chosen partly because we want 
to focus on present developments, but at the same time our 
period of observation must be sufficiently long that the 
trends and structural changes in agricultural production 
patterns can be identified. We would have liked at least a 
thirty year period of observations, but unfortunately 1953 
is the earliest year for which crop production statistics 
are readily available. For the years prior to 1953 only 
agricultural export statistics are available, but for an­
nual time series statistics the export and production sta­
tistics can differ quite considerably due to such factors 
as e.g. changes in stock holding, domestic processing and 
the like. Furthermore all export statistics in Tanzania are 
based on the calendar year whereas all agricultural produc­
tion statistics are based on the crop year that runs from 
July to June. Thus we have to be content in our analysis of 
production developments with a period of observation sligh­
tly shorter than thirty years. In the case of food crops we

In accordance with the overall aims that we seek to meet in 
this study, our task in this chapter is to provide an 
overall description of, and an analysis of, the determi­
nants of agricultural production during the period 1953— 
1980. Agricultural production statistics are presented in 
Appendix A, where a brief assessment of the reliability of 
the statistics is also given. Tanzania has a fairly long 
tradition in compiling statistical material that dates back 
to the colonial period. In general it appears that the 
statistical material available from official sources is of 
reasonable quality.
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refer to the
only have statistics that go back to 1963. Consequently 
much of the analysis in this chapter will 
period 1963-1980.

The annual growth rates in production of each major crop 
produced in the large-scale farming sector and in the 
peasant sector during the period 1953-1980 are reported in 
Table 3.1, for three sub-periods 1953-1963, 1964—1971 and 
1972-1980. The decade 1953-1963 covers primarily the last 
decade of the colonial period. Tanzania gained independence 
in 1961 but, as we learned in Chapter 2, during the inti- 
tial years following independence there were no major chan­
ges in agricultural policies. The period 1964—1971 can be 
considered as a period in which the development path of the 
country was moulded by the political leadership of the 
country. In Chapter 2 it was also pointed out that the

The contents of this chapter are as follows. In Section 3.1 
are estimates showing the annual growth rate in production 
of all major crops produced in the large-scale farming 
sector and in the peasant sector. These growth rates are 
derived from production statistics presented in Appendix A. 
In Section 3.2 an analysis.of the factors that have gover­
ned the trends in production established in Section 3.1 
will be given. In this analysis the author will refrain 
from using econometric techniques since available input 
data are only scanty and cannot be used for statistical 
time series analysis. In Section 3.2, therefore, the empha­
sis will be more on identifying some of the major factors 
that have had a bearing on production trends without see­
king to measure the underlying relationship between produc­
tion and its determinants. Much of the analysis in Section 
3.2 will be based on producer price statistics that are 

given in Appendix B.

3.1 Production Trends
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The Large Scale Farming Sector

- 5-7Total hectare  harvested 3-9 - 0.7

6.6 - 1.6Total Cash Crops 5-o

na

prices

Appendix Tables A.1-A.3.Source •:

6.0
5.6

7.5
5.0

19^3-1963

2.2
- 5.2
- 8.9

3.3
1 .1

- 4-5

1972-19BO 

%

Tea 
Coffee 
Sisal

■ Su’.;ar
Tobacco, flue-cured 
Wheat

1.7
6.5 
np 
10.0
16.3
13.2

- 0.4
- 4.4

- 3-1
3.3 

20.0
-15.0

6.5
2.6

- 4.4
- 2.7

8.5
8.5
12.3
5.7
4.4
7.8
10.0
2.3

11.0
14.0
2.5
16.9

- 5.6
11.9

7.9
4.2

- 4.0
9.3
12.3
6.7

4.1 
7.0
2.1
10.7
3.3

18.9
4.2
6.6

a)

The Peasant Sector
Cotton 
Coffee 
Tea 
Cashewnuts
Tobacco,flue-cured
Tobacco,fire-cured 
Pyrethrum 
Oil-seeds

8.9
2.6 

np
12.7 
np
0.0

16.1
2.2

Table 3.1 Annual Output Growth dates by Crops,Tanzania 1953 - 1980. 

1964-1971 
%

The growth rates here reported have been obtained by fitting a trend 
line of the general form; In = In A + bt, to tho data reported in 
Appendix Tables A.1-A.3. In this trend line Q = production of crop i 
( i«> 1 ,2,....n crops) in tons, A = a constant term, t - time and 
b = the annual growth rate here reported.

Maize
Paddy/Rice
Sorghum and Millet
Cassava
Sweet Potatoes
Irish Potatoes
Mixed Beans
Plaintams/Bananas

a) Total Food Crops I 
Total all Crops a'

a) measured in constant 1967/68 producer 
np = no production na = no data available
Note: The production of fruit and vegetables and other minor crops are not 

included because no data are available. The oroduction of these types 
of crops is still small compared to the combined tonnage of the crops 
here listed. In general production of these minor crops hae increased 
markedly during the period 1972-1980. For further detail see the 
discussion given in Chapter 5,Section 5*3.
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future development path of the country had been set out in 
1967 with the passing of the Arusha Declaration. However, 
the implications of this policy document did not start to 
gain momentum untill after 1972 when the institutions and 
organizations which were serving the peasants were reorga­
nized. (An account of these organizational changes will be 
given in Chapter 4.)

The trends in crop production that emerge from Table 3.1 
seem easy to identify. The major trends were (1) an accele­
rated decline in the growth rate of output produced in the 
large-scale farming sector, (2) a largely constant growth 
rate in output produced in the peasant sector during the 
period 1964-1980, and (3) a substantial shift in the re­
source allocation of the peasant sector away from cash crop 
production to food crop production.

In this study our focus is on the peasant sector and there­
fore we are not so much concerned with finding the factors 
that have influenced developments in production in the 
large-scale farming sector. At this juncture it is suffi­
cient to explain that much of the decline in production in 
the large-scale farming sector was simply because of the 
dramatic fall in sisal prices from their peak level in 1953 
and the sharp rise in wage rates following independence 
that induced many of the big sisal estates owned by multi­
national firms to curtail their scales of operation.In 
the large-scale farming sector production of sisal was by 
far the most dominant crop, although its degree of dominan­
ce gradually declined. In 1953 some 90 percent of all land 
cultivated in the large-scale farming sector was in sisal 
production. In 1980 it was down to 45 percent.2) In the 
previous chapter we found that many sisal estates were 
nationalized following the Arusha Declaration in 1967, but 
despite this nationalization sisal output continued to 
decline. In the early 1970s a number of large-scale wheat



60

3.2 Determinants of Crop Production in the Peasant Sector

more 
also 

that during the period 1953-1963 aggregate output in the 
peasant sector grew at more or less the same rate as in the 
subsequent periods identified in Table 3.1. In the ensuing 
part of this chapter we turn to an examination of the 
factors behind the production developments in the peasant 
sector.

farms were also nationalized, but it appears thaV this 
nationalization adversely affected production.

The trends in aggregate production in the peasant sector 
during the period 1953-1963 cannot be assessed properly 
since there are no production statistics available that can 
show the development in food crop production during this 
period. However, from the trade statistics in food grains, 
that will be analysed in Chapter 5, the indications are 
that during this period cash crop production grew 
rapidly than food crop production. Therefore it seems

There are of course a multitude of factors that have a 
bearing on crop production in the peasant sector. First in 
a physical sense there are the input factors together with 
climatic conditions. Behind these physical input factors 
there are cultural and other non-economic factors, in addi­
tion to various types of economic factors such as e.g. 
organization, level of knowledge, prices and the like. A 
detailed examination of all these factors would very quick­
ly take us outside the scope of this chapter. Instead we 
shall seek to point out some economic factors believed to 
be of major importance in explaining the pattern of growth 
in output produced in the peasant sector. In this task it 
is important that a distinction is made between (1) changes 
in the of production, and (2) changes in the 
total level of production. These two different aspects will 
now be discussed in Sub-Sections 3.2.1 and 3.2.2.
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3.2.1 Changes in the Composition of Production

B^latiye_Prices_of_Competing_Crops_and_Resource_A1location

Table 3.2 Produce:* Price Indices Cash Crops and Food Crops,Tanzania, 1965 - 1980.

Sources: Appendix Tables B.3 - B.6.

Crop
Year

Table 3.1 indicates that peasants have to a large extent 
switched from production of cash crops to production of 
food crops. An obvious explanatory factor is the develop­
ment of the relative price between these two major catego­
ries of crops.

(4)/(2)
1.00 
1.06 
0.9« 
0.9a 
1.11 
1.20 
1.20 
1-35 
1.39 
1.46 
1.94 
1.99 2.22 
2.26 
1.92 
2.12

Traditional 
Market 
(4) 
100 
100 
96 
101 
121 
137 
137 
157 
179 
220 
382 
453 
539. 
614 
621 
750

(2) 
100 
94 
98 
103 
109 
106 
114 
116 
129 
149 
197 
228 
265 
271 
323 
354

Pood Crops 
Official 
Market
(3)
100
94
97
97
110
105
123 
110
127 
166
250 
262 
351
355 418 
423

Relative Prices 
Food Crops/Cash Crops
(4)/(D

1.00
0.86
0.91
1.04
0.82
0.90
0.82
0.95
1.05
1.24
1.48
1.O4
1.88
2.16
1.80
1.97

1965/66 
1966/67
1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81

Cash Crops 
Perennial Annual

(1)
i 100

116
I 106
' 97
1 148

152
! 168
> 165

170
• 177
• 258

437
I 313
I 284
> 344

380

The development of cash crop prices and food crop prices is 
reported in Table 3.2, where price indices for three major 
categories of crops are given: (1) perennial cash crops, 
(2) annual cash crops and (3) food crops. Food crops are 
also perennial and annual, but since annual food crops 
dominate the food crop production statistics, perennial 
food crops are not separated out. For food crops, on the 
other hand, separate price indices for the official market 
and the traditional food market are reported.
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The effect of the change of the price of food crops rela­
tive to that of cash crops on production of these crops is 
shown in Figure 3.1. In this figure the development of the 
relative price of food crops with respect to that of cash 
crops and the development of the composition of total 
production as measured by the percentage share of total 
production that comprised food crops, are plotted on the 
same time axis. Developments in the composition of output 
reported in Figure 3.1 are based on the estimated values of 
crop production measured in constant 1966/67 producer 
prices.

The findings reported in Figure 3.1 and 3.2 are by no means 
surprising. Studies of supply response in agriculture have 
found that peasants’ resource allocation between different 
lines of production is quite sensitive to changes in rela-

..From Figure 3.1 it is apparent that the increase in the 
relative price of food crops was accompanied by a relative 
increase in food crop production as standard microeconomic 
theory would predict. The picture depicted in Figure 3.1 
refers to aggregate production in the peasant sector, but 
similar patterns can be found for specific crops as well. 
In Figure 3.2 the developments in cotton production and 
changes in the relative price of cotton with respect to the 
maize price, are plotted on the same time axis. It is clear 
from this figure that a close relationship exists also 
between production and developments in the relative 'price 
between the two competing crops.

Reading Table 3.2 two trends emerge (1) an increase in the 
price of food crops relative to that of cash crops in 
favour of food crops during the 1970s, and (2) a faster 
increase in food crop prices in the traditional food market 
than in the official market.
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Figure 3*2 Seed-Cotton Production (Q„) and the Price of Seed-Cotton (P_) 
Relative to the Price of Maize (P.f) , Tanzania 1953 - 1980.
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of Cash Crops (PY) , Tanzania 1965 -1980.
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J?22r_Ay a ilability_and_Resou£ce_Al location

A characteristic feature of the early development of pea­
sant agriculture was that production to a large extent was 
based on a system of mutual help between peasants. With the 
development of the monetized economy the practice of paying 
in kind for services rendered between families gradually

In studying labour use in peasant agriculture it is very 
important that a distinction be made between family labour 
and hired labour. The importance of hired labour in peasant 
agriculture has often been seriously underestimated. Hired 
labour will in the aggregate constitute a small share of 
total labour use on a peasant farm, but due to high seaso­
nality in the use of labour in agriculture, hired labour 
will often constitue a significant portion of total labour 
use at the peak season of work.6)

It would, however, be erroneous to attribute to prices all 
the changes in resource allocation that have taken place in 
the peasant sector. In the ensuing part of this section we 
shall seek to examine whether there is any relationship 
between the primary inputs used and their allocation. (We 
shall postpone an examination of the factors which have had 
a bearing on producer price developments in the official 
market and in the traditional food market to Chapter 4 and 
Chapter 5 respectively).

tive prices between competing crops.3) In addition in Tan­
zania some studies point to producer prices as a major 
determinant of resource allocation. In a study of cotton 
supply during the period 1953-1969» Kighoma Malima found 
the short run price elasticity of supply to be as high as 
2.4 in the major cotton growing area?) In a more recent 
study Benno Ndulu also reports very high price elasticities 
of supply for food grains.5)
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1960s,
7)

gave way to a system based on cash payment in the form of a 
wage.

in a
th e

In his study on Tanzanian agriculture Ren6 Dumont warned 
about the danger of discouraging the use of hired labour in 
peasant agriculture. One of the major findings in his 
report read as follows: ’In agriculture, however, progress 
will not be able to become general without the help of a

No statistics exist to show the development in the use of 
hired labour among peasants in Tanzania. The indications 
are, however, that the use of hired labour became of consi­
derable importance. According to a survey from the mid- 

some 500,000 people were reported to have been hired 
for work on peasant farms during one crop year.

The launching of the Ujamaa Rural Development strategy 
probably greatly affected the use of hired labour. Accor­
ding to the Ujamaa policy hired labour was an aspect of 
exploitation and therefore it was condemned and discou­
raged. 9) The use of hired labour was seen as a typical 

aspect of the capitalistic form of farming, a form of 
farming which the Ujamaa Rural Development strategy aimed 
to prevent from developing. The use of hired labour probab­
ly declined during the 1970s. Hired labour was mainly used 
in cash crop production since cash crops were more labour­
demanding than food crops, as can been seen from Table 3«3« 
The decline in cash crop production shown in Table 3.1 can 
therefore probably also be linked to this policy of discou­
raging the use of hired labourJ®^

. The use of hired labour in coffee production is amply 
documented in a study by Simon Mbilinyi. According to 
Mbilinyi in the major coffee growing areas some 25-30 
percent of total labour used was hired labour for the 
1968/69 crop year.8)
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Food Crops Cash Cx*ops

Source: URT/MDB, (198.3),Summary , Appendix Tables VII. and VIII.

L2D8_Availability_and_Resource_Allocation

Coffee,Arabica 
Tea
Cotton
Tobacco, flue-cured 
Tobacco,fire-cured 
Pyrethrum 
Groundnuts
Cashewnuts

Maize
Paddy 
Sorghum 
Cassava

manhours/ 
hectare 
107 
120 
120 
142

manhours/ 
hectare 
152 
290 
169 
619 
513 148 
160
62

Table 3«3 Labour Requirements per Hectare for Selected Food Crops and 
and Cash Crops Produced in the Peasant Sector, Tanzania 1982.

A well known theory that seeks to explain how cash crop 
production for export developed in LDCs is the Vent for 
Surplus theory. The theory is often associated with the 
writings of Hla Myint.12) According to Myint cash crop 
production could as a rule develop once an area was opened 
up to trade because some surplus land and labour were 
available and could be put to use in the production of cash 
crops without threatening the security of subsistence re­
quirements.1 3) in Chapter 2 we saw that in Tanzania during 
the early years of the development of cash crop production 
i.e. between the turn of this century and the outbreak of

growing class of pioneers of progressive farmers. Forbid­
ding them to employ any paid worker would seriously hinder 
the development of the agricultural economy’.11)
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crop

The importance of the land constraint on peasants’ produc­
tion decisions can be illustrated with the aid of a simple 

have depicted a situation where a 
a fixed land resource base that 

allows it to produce any combination of a food crop F or a 
cash crop X within the production possibility frontier 
drawn as the line DD'. In drawing this frontier it is 
assumed that food crop production is land intensive whereas 
cash production is labour intensive. This seems to be the 
most appropriate assumption to make since, as we have seen 
in Table 3.M, the manhours required per hectare of land in 
cash crop production in general are substantially higher 
than in food crop production. Under normal circumstances we 
can expect to find that production takes place somewhere on 
the production possibility frontier. In line with standard 
microeconomic theory we will assume that the price line P 
which gives the relative price between F and X will in­
fluence resource allocation such that an output mix as 
defined by the point Q will be produced.

diagram. In Figure 3.1 we 
peasant household has

Much land in Tanzania cannot be used for agricultural 
purposes and partly as a result the population pattern is, 
as noted Chapter 1, characterized by clusters with very 
high population densitites. The rapid growth rate in popu­
lation that has taken place during the post-Second World 
War period has caused population density to increase and 
thus the shortage of land has become more and more a con­
straint on production.

the Second Word War, Myint’s version of the Vent for Sur­
plus theory seems to have some merit. During this period it 
appears that production of cash crops did not result in a 
decline in food crop production for subsistence consump­
tion. However in the post Second World War period the 
surplus land for cash crop production appears to have 
become depleted in many areas.



68

F
D

P

D
•\P

Q
£

i5'\ D'0 X

Michel Lipton, for example, points to a number of factors 
such as risks and various types of structural rigidities 
that will inhibit a peasant from pursuing profit maximizing 

that pea- 
It is therefore reaso-

Q" >
Q'

Figure 3.3 Resource Allocation of a Peasant Household and the Relative 
Price Between Food Crops and Cash Crops (?).

The assumptions which underlie the standard microeconomic 
theory on resource allocation have, however, been criti­
cized in the development literature as being a poor de­
scription of an enviroment that governs peasants' resource 
allocation.

behaviourJ Farm management studies have found 
sants in general are risk averters.
nable to assume that peasants' planting decisions first of 
all are governed by the need to secure their own food 
requirementsJ 5) In peasant societies there are of course 
markets in both food and cash crops, but in general the 
markets are primarily organized to facilitate the flow of 
produce out of the rural areas. The flow of produce between 
different rural areas is much less developed. Peasants will 
therefore first of all ensure that their own food require-
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merits are secured in making their planting decisions.

This segment will obviously 
resource

There is consequently a constraint on peasants' resource 
allocation. In Figure 3.3 this constraint is shown by the 
horizontal line through the production possibility set 
where F = £. This amount of food represents the minimum 
subsistence food requirement of a peasant household. The 
relative price between the cash crop and the food crop can 
thus only determine production decisions that can be made 
on the segment of the production possibility frontier that 
is above the horizontal line through £.

The picture depicted in Figure 3-3 is of course a highly 
simplified account of the factors determining resource 
allocation in peasant agriculture. Nevertheless, it probab­
ly indicates a matter of great importance in the develop­
ment of agricultural production in Tanzania during the last 
few decades. This can be seen in Table 3.4 where changes in 
population densities of the major cash crop producing dis­
tricts are reported.

be greatly reduced when the 
base of the peasant household shrinks as a result 

of population pressure on the land. In Figure 3.3 this 
shrinking of the resource base is indicated by an inward 
shift in the production possibility frontier to a position 
indicated by the line DD’. The shift is not parallel be­
cause of differences in land intensities between the two 
categories of crops. Food crops are more land intensive 
than cash crops. The new output mix that will be produced 
after a shift in the production possibility frontier with 
an unchanged relative price between the cash crop and the 
food crop, will thus in Figure 3.3 be at the point Q" where 
F = £.
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19781948District

75-80

70-75
6O-65

20

and

2.35
1.521.85

main
cash crop
coffee ) 
coffee |
coffee ’
cotton ■>
cotton |
cotton 
cotton 
tea 
tea 
cashewnuts 
cashewnuts

90.5
120.9 
59-0 
81.9 
60.7

217.7
38.3
98.1
81.7

229.0
76.6

(b)
*

1.75
4.50
3.10
2.06
3.58

35-5
48.9
31.2
46.2 
15-4 

135.0
22.6
48.9
36.5 
na 
38.5

60.9
89.6
41.5
60.5
40.9

170.8
33.9
74.4
60.1
na 
68.0

(c) 
%

Sources: URT/TAKWIKU,Statistical Abstract 1973. Table A.3 and Table C.2, 
URT/TAKWIMU,(1980),Table 1.

Arusha 
Kilimanjaro 
Bukoba 
Kwanza 
Geita 
Ukerewe 
Shinyanga 
Rungwe 
Lushoto 
Kyela 
Newala

Reading Table 3.4 it seems that the resource base of an 
average peasant household is shrinking rapidly in some 
parts of Tanzania. At present in the major cash crop pro­
ducing areas hardly more than 1 hectare of land per capita 
is available (100 persons/km^ = 1 hectare/person). This 
calculation is on a total land area basis, but a substan­
tial share of land cannot be used for agricultural purposes 
and therefore arable land per capita in the major cash crop 
producing areas is much less than one hectare.^) Conside­
ring the rather low yields per acre obtained in peasant 
food crop farming, such a small land resource base may well 
make the minimum food requirements (F) a binding constraint 
on the production decisions of a peasant household, as 
indicated in Figure 3.3. (The development in yields per

Table 3.4 Population Densities of Major Cash Crop Producing Districts, 
Tanzania 1948-1978,selected years and selected districts.

(a) ° percent of total land area
(b) = percent of total rural population 1978
(c) = approximate share of total production of coffee,cotton,tea and

cashewnutu respectively in percent
na - no data available

(a) 
% 

0.34 
0.60 
0.91 
0.44 
1.01 
0.007 0.10 
1.06 
0.27 
0.40 
0.006 0.07 
0.45 2.00

1957 1967
persons/km^
46.4
66.2
37.7 
45-7
29.8

147.5
27.0
56.0
43.8 
na 
44.2
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acre in peasant farming will be analysed in Section 3.2.2)

The pattern of intrarural migration also indicates that the

In Sukumaland, the major cotton growing area, signs of 
depletion of surplus land for cash crop production also 
start to emerge in the 1950s. In Figure 3.2 we saw that 
during the 1950s cotton production grew very rapidly, but 
this increase in production was accompanied by alarming 
reports that a serious soil erosion problem was about to 
develop as a result of an increase in the intensity of land 
use.20) Another factor that subsequently has greatly aggra­
vated the soil' erosion problem in Sukumaland is the very 
high cattle population density in this area. In Shinyanga 
district which lies in the heart of Sukumaland the cattle 
density is twice as high as the human population density, 
which is itself fairly high. This high cattle density in 
Sukumaland reflects a very uneven distribution of the catt­
le population in Tanzania. In a survey from 1978 the cattle 
population in Tanzania was estimated at some 11 millions 
head of which more than one third graze in Sukumaland.21)

Signs of a depletion of surplus land for cash crop produc­
tion appear to have emerged as early as the mid-1930s in 
some areas. In Bukoba district, for example, the growth 
rate in coffee production levelled off by 1935. In this 
year a record level of 10,600 tons of coffee was harvested 
and marketed. In all subsequent years production of coffee 
in this district fluctuated around 10,000 tons per an- 
numJ7) In Kilimanjaro district, the other major coffee 
growing area, shortage of land starts to be reported in the 
late 1940s and the early 1950s.18) jhe growth rate in 
coffee production for this district also slackened off 
considerably during the 1950s and by the mid-1960s the 
growth rate seems to have levelled off to around 1-3 per­
cent .19)
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3.2.2 Changes in Total Level of Production

resource base of the peasantry in quite a number of dis­
tricts is shrinking. In Appendix Table D.1 it can be seen 
that in many cases districts with low population densities 
have higher population growth rates than districts with 
high population densities. Reading Table D.,1 it is impor­
tant to realize that probably most intrarural migration has 
only been across adjacent district or regional borders.

Summarizing this section on changes in the composition of 
the output produced in the peasant sector it seems clear 
that three major factors have been at work: (1) changes in 
the relative price of food crops with respect to cash crops 
in favour of food crop production, (2) a policy of discou­
raging the use of the hired labour primarily used in cash 
crop production, and (3) the emerging land constraint in 
the major cash crop producing districts that has forced 
peasants to reallocate land away from cash crop production 
to food crop production in order to secure their subsisten­
ce food requirements. In the following part of this chapter 
we shall discuss some of the major factors that have a 
bearing on the total level of production.

At the start of this study we indicated that lack -of tech­
nological progress in the agricultural sector in LDCs is a 
major reason why the marketed surplus from the agricultural 
sector continues to be small and thus a severe constraint 
on economic development in these countries.22) The lack of 
technological progress in the agricultural sector is also 
repeatedly stressed by the political leadership in Tanzania 
as a key factor that holds back her economic progress. 
Introducing the Second Five Year Development Plan (1969- 
1971*) Nyerere interpreted the progress made in the agricul­
tural sector as follows: ’Our farmers have expanded the 
acreage they cultivate, they have worked harder. But, al-
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fer-

Mechanical innovation on the other hand is labour-saving 
since obviously less labour is needed per unit of land with

most everywhere they are still using the hoe, jembe and 
shoka. They have not yet changed the tools they work 
with.,23)

Mechanical innovation primarily raises the average output 
per labourer whereas biological innovation primarily raises 
the productivity of the soil i.e. yields per acre. A typi­
cal form of mechanical innovation is tractor cultivation. 
This form of innovation can of course also raise the pro­
ductivity of the soil, for example through deeper plough­
ing, but the main effect of mechanical innovation is that 
it raises the average productivity of the labourer.

Productivity changes in the agricultural sector can gene­
rally be linked to marked changes in factor proportions 
used in production, especially to an increased use of 
capital. The two most frequently used measurements of pro­
ductivity in agriculture are average output per unit of 
land i.e. yields per acre, and average output per labourer. 
Based on the effects an increased use of capital has on 
these two productivity measurements, innovation in agricul­
ture is often classified as biological or mechanical.24)

The applications of purchased inputs such as chemical 
tilizer, hybrid seeds, pesticides etc. are typical examples 
of biological innovations. Biological innovation is also 
often referred to as land-augmenting innovation since less 
land is needed to produce the same amount of output when 
purchased inputs are correctly applied in production. Bio­
logical innovation not only entails an increased use of 
capital, but also more labour must be used for the biologi­
cal innovation to have positive effects on the productivity 
of the soil.
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tractor cultivation than with hoe cultivation. Nyerere in 
the quotation given above is essentially referring to the 
lack of mechanical innovation. He reiterated the same point 
in a speech he gave on the occasion of a national holiday 
in 1981. Commenting on productivity changes in the agricul­
tural sector his speech reads as follows: ’... despite 
'Siasa Ni Kilimo', there is no evidence of improved farming 
methods in the peasant farms as one drives along roads of 
rural Tanzania and it is now ten years since we proclaimed 
war against traditional methods of farming’.^)

In this section we shall seek to assess the extent to which 
innovation in the peasant sector may have affected the 
growth rates in production reported in Table 3.1. Our 
assessment can only be based on some scanty evidence since 
as already explained the records on inputs used in agricul­
tural production are practically non-existent.

The developments in coffee yields reported in Table 3.5 are 
estimates based on the marketed output of coffee produced 
by peasants in Kilimanjaro district and an estimated figure 
of how much land was in coffee production. The figures 
reported are, however, in general agreement with the find­
ings on coffee yields reported in some other surveys that 
have been conducted in the same area.

The evidence of biological innovation is summarized and 
reported in Table 3.5, which shows developments in yields 
per acre of the major cash crops produced in the peasant 
sector. In the case of food crops there is hardly any 
evidence available to indicate any trend of the development 
in yields for these crops.
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1931/32

Yields are much lower

Crop 
year

Crop 
year

1950
1963
1964
1965
1969

Crop 
year

430
770
790

330
580
640

Crop 
year

327
316
320
397
727

310
857
1024
767
492

553
761
898

1191
1362

Coffee 
yield 
(a)

yield 
(c)

yield 
(f)
np 
np 
np 
249 
459

Sources: Coffee: Saylor,(1973),Table 14*1, Cotton: Saylor,(1970a,1970b), p. 17 
and Table 1 respectively, von Hotenhan,(1968),Table 2 and Collinson, 
(1972), Table 62, Tobacco: Boesen arid Hohele,(1979),Tables 3-4» and 
Tea: UHT/MDB,(1981).Annex 10,Table 1.2.

Cotton 
yield 
(b)

Tea 
yield 
(e)

Tobacco 
yield 
(d)

The sharp increase in coffee yields reported between 
1958/59 and 1967/68 may perhaps appear unrealistic. However 
farm management studies have found that coffee yields of 
about 1 250 kgs. per hectare (i.e. 1 115 lbs./acre) can be 
achieved with good crop husbandry practices in East Afri­
ca. 27). The development in coffee yields reported in Table 
3.5 is, however, probably not a very good indicator of the 
development in national average coffee yields. The indica­
tions are that biological innovation in coffee production 
up to quite recently has been confinded primarily to Kili-

1939/40 
1949/50 
1956/59 
1967/68

1955/56
1964/65
1975/76

1961/62 
1965/66 
1970/71 
1975/76 
1979/80

Table 3.5 Average yield per acre/hectare, Tanzania 1931-1979, 
selected years, selected areas and selected crops.

(a) = Lbs.of green coffee per acre,Kilimanjaro district
(b) a Lbs.of seed-cotton per acre, Sukumaland
(c) o Kg. flued-cured tobacco per hectare at Tumbi,Tabora Region
(d) = Kg. flued-cured tobacco per hectare at Urambo, Tabora Region
(e) = Kg. made tea per hectare in large scale farming
(f) = Kg. made tea per hectare in peasant farming.

in peasant tea production because most of the tea bushes were still 
in the early 1970s immature bushes.
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29)

manjaro district. In Bukoba district, the second most im­
portant area of coffee production in Tanzania, Friedrich 
claims that yields remained practically constant between 
1935 and 1965.28)

Tobacco yields appear from Table 3.5 to have increased most 
sharply between the mid-1950s and mid-1960s. Thus the in­
crease in tobacco production reported in Table 3.1 for the 
period 1964-1980 seems to have come primarily from an 
expansion of land in tobacco production.

In Table 3.1 we have seen that coffee production grew most 
rapidly during the period 1964-1972. It appears from Table 
3.6 that part of this acceleration in production can be 
linked to increases in coffee yields, since land in coffee 
production does not appear to have increased significantly 
during this period. During the 1 970s the growth rate in 
coffee production slackened off quite considerably which 
seems to indicate that the increase in yields also levelled 
off. More recently there are signs which appear to indicate 
that coffee yields have again started to rise.

Cotton yields per acre appear to have increased and then 
declined. During the last decade of the colonization period 
it seems that cotton yields increased quite rapidly, but 
since the mid-1960s cotton yields apparently started to 
decline. Care must however be exercised in reading the 
developments in cotton yields per acre reported in Table 
3.5. In the source it is warned that the standard deviation 
of the estimated average yield is very high and hence the 
yield figures may contain a large margin of error. Never­
theless, the decline in the cotton yield has probably taken 
place, since in many places a monoculture in cotton produc­
tion has been practised. The fertility of the soil will 
generally decline much more rapidly with monoculture than a 
cultivation system based on crop rotation.
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initiatedThe Germans had

Table 3.5 shows that some advances have been made in rais­
ing yields per acre during the past few decades. However, 
except in the cases of coffe, cotton, tea and tobacco, it 
appears that very little advance has been made in raising 
the productivity of the soil in crop production. The main 
reason why biological innovation has primarily been con­
fined to cash crops can probably be linked to the dominance 
cash crops have had in the agronomic research programmes in 
Tanzania.

by the turn of this century 
agronomic research in Tanzania in their search for the most 
suitable cash crops to be produced. Later, in 1934, a 
separate research station for coffee production was started

Tea yields are reported in Table 3.5 both for estate pro­
duced tea and peasant produced tea. Tea has traditionally 
been produced on large estates. Peasant tea production was 
not initiated until the late 1960s. The tea yields reported 
in Table 3.5 are derived from production statistics and an 
estimated figure of hectares of land in tea production. 
These estimates are probably fairly realistic since the 
numbers of tea estates and peasants producing tea are quite 
few and well surveyed. The reason for the much lower tea 
yields in the peasant sector than in the large-scale far­
ming sector reported in Table 3.5 is simply that many of 
the tea bushes planted by the peasants in the end of the 
1960s were still in the 1970s immature bushes. Land in tea 
production has by and large remained fairly constant in the 
large-scale farming sector during the past two decades. 
Consequently most of the increases in the tea production 
reported in Table 3.1 have come from increased in tea 
yields.
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up at Lyamungu on the Slope of Mount Kilimanjaro and in the 
following year another special research station for cotton 
production was established at Ukiriguru in Sukumaland. 
These two stations are even today two of the most important 
places where agronomic research is conducted in Tanzania.

The Germans and the British essentially sought to develop 
cash crop production for export and hence it was natural 
that they concentrated on agronomic research into these 
crops. The Germans had in addition established an enclave 
economy that was dependent upon the availability of cheap 
labour.3D. a wage roughly corresponding to the average 
output per capita in subsistence food farming seems to have 
been paid.32) Any increases in the productivity of food 
crop production could consequently be expected to create 
upward pressures on the general wage level. It was there­
fore of less interest to the colonialists to initiate 
agronomic research on food crop production. After indepen­
dence efforts have been made to direct more research fun­
ding to food crops, but it appears that so far no major 
pay-off in terms of increases in yields in peasant food 
crop production has been achieved.

A standard prescription used by agronomists to raise yields 
per acre is to apply more chemical fertilizer. Fertilizer 
use in Tanzania during the past three decades is reported 
in Table 3.6. A characteristic aspect of fertilizer use in 
Tanzania is that it is applied primarily in the production 
of a few cash crops. In the large-scale farming sector the 
big fertilizer users are the sugar estates and the tea 
estates.33) the peasant sector fertilizer is primarily 
used in tea and tobacco production. According to some 
statistics provided by Joseph Shitundu it seems that of 
total fertilizer consumption during the 1970s some 40 per­
cent was used on tobacco farms.31*)
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Table 3.6 Fertilizer Consumption,Tanzania 1956 - i960, selected years.
1956 1960 1964 1976Year 19801972

*) 18.66.75.5 58.2 70.4 107.1
— no production 12.4 42.2 50.9

Table 3.7 TRDB’s Disbursement of Seasonal Credits to Peasants, 1971 — 1980.
79/80 80/81

125.8 133.2 74.085.9 170.762.0 52.9141.821.0

Sources: Bank of Tanzania (1979)>P 24, and URT,(1981),Table 23.A.

Credit 
Disbursed

Consumption 
Domestic 
Production

Reading table 3.7 one can note that there were great 
tuations in the amount of credit made

since practically all dis- 
TRDB’s disbursements

1968 
'000 tons
30.6

flue-
available to the

Sources: Raikes , (1974),Table IV.,Bank of Tanzania (1979,1981),p.7 and 
Table 26a, respectively.

«) Fertilizer consumption is defined equal to total import of fertilizer 
for the years prior to 1972. For the period 1972-1980 is fertilizer 
consumption defined equal to distribution of fertilizer to regional 
sales outlets. In general the figures on fertilizer consumption have 
an upward bias because no deduction ie made for losses of fertilizer 
due to bad storage and handling.

Crop Year: 1971/72 72/73 73/74 74/75 75/76 76/77 77/78 78/79 
shs. mil. 

i 38.4

Sales of fertilizer to the peasants are all based on credit 
terms. During the 1970s all agricultural credit channelled 
to the peasants originated from the Tanzania Rural Deve­
lopment Bank (TRDB). This bank has also been involved in 
the distribution of fertilizer, 
bursement of credit has been in kind.
of seasonal credit i.e. credit enabling peasants to buy 
chemical fertilizer, hybrid seeds, pesticides etc. are 
reported in Table 3.7.
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In order to foster biological and mechanical innovation in 
the agricultural sector the agricultural extension services 
was gradually expanded. Between 1962 and 1972! the number of 
public servants employed in the agricultural sector in­
creased from 10 900 to 21 300.36) However, it appears that 
in spite of this rapid expansion in the labour force em­
ployed to serve the peasants with information on improved 
farming technologies, the technologies used have not chan­
ged drastically, as 'observed by Nyerere in 1981.

The use of fertilizer is, as we have just seen, not very 
common. Part of the reason why fertilizer application is 
not more common than indicated in Tables 3.6 and 3.7 may to 
a large extent be explained by the low incremental benefit­
cost ratio fertilizer use actually gives to the peasants. 
Some farm management studies have been made which indicate 
that the net return per acre in food grain production only 
increased by some 10 percent as a result of fertilizer 
use.37) This low incremental benefit-cost ratio indicates 
that the successful application of fertilizer is conditio­
ned by a host of other factors in addition to the mere

peasants. These fluctuations were essentilly caused by 
variations in the flow of funds that the TRDB had available 
for lending purposes. The TRDB has no funds of its own. Its 
lending activities are almost completely dependent upon 
external sources of funds that are made available through 
the central bank. Typically the main sources of funds are 
international aid agencies such as, e.g., the World Bank 
and various UN aid agencies. The funds which are made 
available to the TRDB for lending purposes are actually 
earmarked for special projects. This earmarking had the 
effect during the 1970s that some 85 percent of TRDB dis­
bursement of seasonal credit went to a small but much fa­
voured group of peasants, namely those who produce flue- 
cured tobacco.^5)
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application of the fertilizer.

Mechanical Innovation

39)

Statistics showing developments in the overall use of agri­
cultural implements in the peasant sector are unfortunately 
not readily available. However, it would be wrong to con­
clude that all cultivation in the peasant sector is based 
on hoe cultivation. Other agricultural implements besides 
the hoe are gradually being put to use in the peasant 
sector. The expansion in the use of ox-pulled implements

Successful application of fertilizer is in general found to 
hinge very much on adequate water supply and the right dose 
of fertilizer according to the type of soil and the crop to 
be planted. In Tanzania the rainfall pattern is often quite 
erratic, which means that an adequate water supply in many 
parts of the country cannot be guaranteed and often pea­
sants do not know what dose of fertilizer should be applied 
to their soil. Consequently peasants have in general not 
been particularly impressed with the economics of fertili­
zer use and hence their demands for fertilizer have been 
rather modest.38)

The hand hoe is by far the most important agricultural 
implement used in Tanzania. It is therefore little wonder 
that peasants in Tanzania repeatedly state that the availa­
bility of labour constitutes the major constraint on pro­
duction. 35) The availability of family labour effectively 

sets the limits on how much land can be cultivated with a 
hand hoe. The result is that mechanical innovation that can 
release the labour constraint is a much stronger felt need 
among peasants in Tanzania than biological innovation. In 
this section we will investigate whether there have in fact 
been any developments that have contributed in reducing the 
labour constraint of the peasants.
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1961
20000

147

1977
40000

687 »

and tractor according to surveys conducted in one of the 
major cash crop producing areas in Tanzania is reported in 
Table 3.8.

The figures on the availability of ox-pulled implements and 
tractors in Sukumaland are probably higher on a per farm 
basis than national average figures would show. But, most 
certainly, ox-pulled implements and tractors are used more 
and more in peasant farming all over the country.

na - no data available
Sources: Iliffe, (1979)>P«455 and. University of Dar 

and p. 25.

Earlier in this chapter (Figure 3.2) we found a close 
relationship between developments in the production of 
cotton in Sukumaland and the relative price of cotton in 
terms of competing crops. Another major determinant of 
cotton production was found in Table 3.5 where it was shown 
that the development in cotton yield per acre seemed to 
have followed the same path of development as the overall 
development in cotton production. In table 3.8 we can 
identify a third major determinant of cotton production. 
The rapid increase in cotton production that took place 
between the early 1950s an the mid-1960s seems also partly 
to have been secured as a result of the efforts made by 
peasants to reduce their labour intensity in cotton produc­

es Salaam (l982),p.23

Table 3.8 Ox-pulled Implements and Tractors in Sukumaland, 
1952 - 1977, selected years.

1952
5000 
na

Ox-pulled Implements, numbers
Privately Owned Tractors, numbers
•) survey found that some l/3 were out of order
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tlon.

even

The reason for the peasants' preference for tractor culti­
vation as opposed to ox cultivation we can find the conclu­
sions which Hans Ruthenberg put forwards after having stu­
died systems of peasant farming in various parts of Tanza­
nia. The characteristics and sequence in which innovation 
has taken place Ruthenberg lists as follows: (1) innovation

These tractor hiring services were, however, poorly orga­
nized and planned so that very quickly the cost of running 
the tractor services greatly exceeded the revenue which the 
tractor hiring services brought in.^2) The policy of mecha­
nizing peasant farming with tractors was therefore gradual­
ly abandoned. Instead ox cultivation started to be promoted 
as a more appropriate technology for peasants in Tanza­
nia. ^3) it appears however, that the tractors still linger 
on in the mind of peasants as the true symbol of progres­
sive farming. Commenting on the progress in ox cultivation 
on the occasion of the 10th aniversary of the Arusha Decla­
ration, Nyerere expressed it as followspeople still 
think in terms of getting a tractor for their farms - 
when they are small - rather than learning to use the ox 
plough. '

Agricultural mechanization policies in Tanzania have since 
independence shifted away from emphasis on tractor cultiva­
tion to emphases on ox cultivation. The introduction of 
tractor cultivation in the 1950s and the rapid increase in 
cash crop production which these tractors helped to secure, 
made the tractors the true symbol of progressive farming as 
John Iliffe characterizes it,1*^ not only to the peasants 
but also to national planners. As a result, in the early 
1960s the new government launched an ambitious programme to 
make tractor hiring services available to peasants all over 
the country.
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Increases in Work Effort

There are of course no statistics available that can show

in plant production before innovation in animal production, 
(2) innovation in cash crop production before innovation in 
production of subsistance food crops, (3) adoption of new 
lines of production and new means of production before 
adaption of better crop and animal husbandry techniques, 
and finally (4) for an innovation to be adopted it had to 
show conspicuousness and demonstrate high profitability.1^) 
Clearly a tractor is much more conspicuous in rural Tanza­
nia than an ox.

In chapter 1 Table 1.2 it was shown that the rural popula­
tion during the past three decades increased at a rate 
close to 3 percent per annum. This growth in the rural 
population can be used as a rough proxy indicator of the 
growth in the rural labour force. The enlargement of the 
rural labour force has in turn made it possible to culti­
vate a larger land area. Much of the new land cultivted has 
probably been rather marginal land ill-suited to cash crop 
production, which partly explains the alteration in the 
composition of output produced. Even though there has been 
some increase in total land area cultivated it seems most 
likely that the amount of cultivated land per peasant 
household has decreased.11^)

But since aggregate factor inputs have increased, aggregate 
output has also increased. The advances made in raising the 
productivity of both the soil and the labour force have of 
course also had a positive effect on aggregate production. 
In addition to increases in factor inputs and technological 
progress, Nyerere (see above) also believes that aggregate 
production might have increased because peasants have wor­
ked harder.



85

Increases in Work Effort due to Push Factors

In Chapter 2 we found that in the 1930s certain rules were 
introduced which stipulated that peasants had to plant a 
certain minimum acreage with both cash crops and food 
crops. These rules were introduced in order to force pea­
sants to maintain production levels in the face of falling 
output prices. A peasant found to violate these rules could 
be fined. These same rules have also been enforced from 
time to time in the post-colonial period. It is likely that 
these rules may also have pushed the peasants to work 
harder than they otherwise would have done. In this sec­
tion, however, we will comment briefly on another push 
factor that has probably aldo pushed peasants into working 
harder. This is the change in the consumer/worker (c/w) 
ratio of peasant household.

the development in working hours of peasant households in 
crop production. Nevertheless, in this section we shall 
seek to examine whether it is possible to find signs that 
lend some support to Nyerere's assessment made in 1969 that 
peasants .have worked harder.

In analysing changes in the intensity of work efforts of a 
peasant household two different categoris of factors can be 
identified. One category we may characterize as comprising 
push factors, and the other pull factors. Pull factors are 
factors that encourage a peasant to work harder because 
there are incentives to do so. On the other hand factors 
that more or less force a peasant to work harder in order 
to prevent per capita consumption of the peasant household 
members from falling we can term push factors. In the 
ensuing part of this section we shall briefly discuss the 
push and the pull factors that may have caused peasants to 
change their intensity of work effort.
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One of the earliest systematic studies of peasant agricul­
ture is Aleksandr Vassilyevich Chayanov's study of peasant 
farming in Russia at the turn of this century. In his 
study, Chayanov demonstrates that there is a positive cor­
relation between what he defines as the consumer/worker 
ratio (c/w) of a peasant household and the intensity of 
work effort by the peasant farmer. The higher the (c/w) 
ratio the higher the intensity of work effort.

Since the Second World War there has been a rapid increase 
in population in Tanzania causing a substantial change in 
the age structure of the population. There are now many

Rudengren’s test cannot be accepted as sufficient evidence 
for refuting the validity of Chayanov's theory, because he 
fails to measure differences in the intensity of work 
effort among peasants. The dependent variable in Ruden- 
gren's regression equation is simply taken to be acres 
cultivated per peasant household. In order to measure dif­
ferences in intensities of work effort one needs observa­
tions on differences in manhours worked per acre per pea­
sant household.

A major conclusion that Hans Ruthenberg makes in his analy­
sis of peasant farming in Tanzania is that there are great 
differences in crop husbandary practices.49) These diffe­
rences are basically a reflection of differences in the 
intensity of work effort.

Jan Rudengren has tried to test Chayanov's theory with farm 
management data from peasant farming in Tanzania. His test 
consisted in estimating a regression equation with the 
intensity of work effort as the dependent variable and 
explanatory variables among which the (c/w) ratio 
one.^B) 
theory in the Tanzanian case.

six 
i s 

The test gave no statistical support for Cnayanov's
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Increases in Work Effort due to Pull Factors

Previously in this chapter we have discussed how according 
to the Vent for Surplus theory cash crop production could 
develop in LDCs. In our discussion we have seen how the 
availability of surplus resources was an important determi­
nant of resource allocation in peasant farming. However, 
another central element in the Vent for Surplus theory is 
the pull effect which the benefit through trade had on 
production.

more children of school age and younger than there have 
been before and hence the (c/w) ratio must have in­
creased. 50) Chayanov's theory may still hold in spite of 
Rudengren’s failure to find statistical support for it. 
Consequently since the (c/w) ratio has increased this can 
be interpreted to indicate that peasants may have been 
pushed to work harder. At the same time as the (c/w) ratio 
has increased the land resource base of the peasant house­
hold has probably decreased and this may also have pushed 
peasants to work harder.

The possibility of exchanging cash crops for imported con­
sumer goods, Hla Myint argues, pulled surplus resources 
into use such that production moved from within the produc­
tion possibility frontier onto the frontier and thereby 
secured an enlargement of the consumption set of the agri­
culturalists. The trading pattern that has been observed in 
Tanzania also seems to lend some relevance to the pull 
effects the import of consumer goods has had on the produc­
tion of cash crops.

An indication of the development of trade in consumer goods 
in Tanzania during the past three decades is reported in 
Table 3.9, which shows the import statistics for consumer 
goods. The main source of supply of consumer goods in
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Tanzania is through imports.

1956 i960 1968 1976 19821964 1980Year 1972

row

c) = index of import of consumer goods in constant 1970 prices

Sources: Computed from UKP,(1979,1981), Table 9 and Table 9 respectively 
and from UNCTAD, (1979).

1834 
39-8 
97 
83 

33.0

5421
20.7
225
106

21.9

88
47

2878
28.8
117
108

31.1

10047
14.2
368
120
17.0

9778
12.5

1
2
3
4
5
a)

c)

Table 3«9 Total Import and Import of Consumer Goods, Tanzania 1956 - 1980, 
selected years.

The trend which emerges from Table 3.9 is that imports of 
consumer goods gradually increased up to the end of the 
1960s, but that from 1968 the import of consumer goods in 
real terms showed a clear declining trend cf. row 5. The 
decline in imports of consumer goods was a reflection of an 
import substitution industrialization policy whereby in­
stead of importing consumer goods these goods were to be 
produced domestically.

Total Import ahs.mil. 
a) Consumer Goods 

Import Price Index^ 

row (1)/(3) 
row (4) x (2)

1194
45.7 
91 
58

18.9 23-0 26.5
import of consumer goods in percent of total import

b) - index of average import prices published by UNCTAD Trade Statistics 1979* 
that has 1970 as base year. The figure for 1980 has been estimated by the 
author, see Table 6.3.in Chapter 6.

814 940
44.0 48.9
83
43
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Table 3.10

Year
I. CPI

Source: Bank of Tanzania,(1982),Table 27a.

The major findings of this chapter can briefly be sum-

1966
89-7

1974
146.4

1976
200.6

1978 
249-3

1980
385.1

1982 
551-8

1968
95-4

1970
1Uu

1972
112.7

,,Tanzania,National Consumer Price Index (NCPI 
1966 — 1982 , selected years.

In Chapter 1 Table 1.5 we saw that production of manufac­
tured goods gradually increased in the post-independence 
period up to the early 1970s. During the 1970s, by con­
trast, production of manufactured consumer goods stagnated 
and more recently it has started to decline. The availabi­
lity of consumer goods in the country thus declined rather 
sharply during the 1970s and as we have seen concurrent 
with this decline cash crop production declined.

At the same time as the availability of consumer goods 
declined the National Consumer Price Index (NCPI) in­
creased. Developments in the NCPI are reported in Table 
3.10. Considering the fact that the NCPI probably underes­
timates developments in the actual price of consumer goods 
because the NCPI is based on official prices that in many 
cases are irrelevant when the shelves in the shops are 
empty and the goods are not available at these official set 
prices.53) it seems therefore that the pull effect on cash 
crop production has been rather weak during the past decade 
and consequently it is the push effect on peasants' work 
effort that has dominated during this period.
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marized as follows. In the large-scale farming sector pro­
duction has declined at an accelerated rate since 196*4. 
This decline has occurred primarily because sisal pro­
duction has declined, and since sisal is such a dominant 
crop in the large-scale farming sector aggregate production 
in this sector has also declined. A major factor causing 
the decline in sisal production was the substantial fall in 
sisal prices from their peak level in the early 1950s.

In the peasant sector, aggregate production appears to have 
icreased at a steady rate of about 5 percent per annum 
since 1953, the initial year for the analysis given in this 
chapter. Production might have slackened off somewhat du­
ring the 1970s due to a weaker pull effect. Unfortunately 
solid evidence for this slackening-off in production cannot 
be given since food crop production is not known with 
a sufficient degree of accruacy.

The major production determinant in the peasant sector has 
probably been the growth rate in rural population, which 
since independence has increased at a rate close to 3 . 
percent per annum. This growth rate in population coupled 
with the advances made in reducing the labour constraint 
have made it possible to cultivate a larger area from where 
much of the increase in aggregate production in the peasarrt 
sector came. But increases in yields per acre and the push 
and the pull effects on production have also been at work.

The most characteristic aspect of the growth rate in pro­
duction in the peasant sector is that peasants have switch­
ed away from cash crop production to food crops during the 
1970s. This switch appears primarily to have been caused- by 
an alteration in the relative price between cash crops and 
food crops in favour of the latter. However, the policy of 
condemning the use of hired labour probably also induced 
many peasants to switch to food crop production since food



91

Footnotes Chapter 3

1.
source:

4.

5.

6.

7.

11 .

2.
3.

8.
9.

10.

crops require less labour inputs than cash crops. In addi­
tion it seems that in many important cash crop producing 
areas the population density has now reached such a high 
level that there may not be any surplus land available for 
further cash crop production, 
minimum food requirements (F). 
must allocate a

The export price index for sisal fell from 236 in 1953 
to 120 in 1 962 and to 70 in 1 968, source: Kriesel et 
al. (1970) Table 2.
See Appendix Table A.1
For a survey of the evidence from Africa, 
Helleiner (1975).
Malima (1970). The elasticity estimated in this study 
is based on the expected price of cotton, where the 
expected price is defined in the usual adaptive expec­
tations model.
Ndulu (1981) reports the short run price elasticity of 
supply of maize to the official market to be as high 
as 3.1 and 7.1 in Ruvuma and Iringa regions respecti­
vely. These two regions are the major maize producing 
regions in the country.
Collinson (1972) Chapter 11 contains a good discussion 
of the importance of hired labour in peasant agricul­
ture. The content of this book draws primarily from 
the author’s extensive knowledge of peasant farming in 
Tanzania.
Gottlieb (1973) in his analysis of the extent of 
differentiation among peasant farmers in Tanzania, 
cites this figure.
Mbilinyi (1976) Table 5.14.
Nyerere (1967) p. 8 in Cliffe, et al. (eds.), (1975) 
Kanga (1977) p. xvi. finds that ’at the peak season 
family labour cannot be streched to cover all activi­
ties of the farm1. As a result farmers were observed 
to resort to food production rather than tobacco pro­
duction .
Dumont (1969) p. 61.

In order to secure their 
peasants in these areas now 

larger and larger share of their land 
resources to food crop production and as a consequence cash 
crop production has declined.

see e.g.
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12.

16.

17.

26.

18.
19.

20.
21.
22.
23.
2U.
25.

13.
1U.
15.

Myint (1 958). In this article the arguments of the 
Vent for Surplus theory are traced to Adam Smith's 
(1776) analysis of the benefit of trade.
Ibid. p. 328-329.
Lipton (1968) pp. 327-351.
Ibid. p. 350. He concludes that peasants in general 
can be expected to pursue a survival algorithm and not 
a profit maximization algorithm that forms the basis 
of the neo-classical analysis of the behaviour of the 
firm.
In Arusha, Kilimanjaro, Lushoto and Rungwe district a 
large part of the land, perhaps 50 percent, is moun­
tainous land that cannot be used for agricultural 
purpose.
See e.g. Friedrich (1 968) Table 1 and URT/MDB (1981) 
Annex 7 Table 3.3. Not only has surplus land for 
coffee production been depleted in this district, more 
recently the relative price between coffee and bananas 
has also altered dramatically in favour of banana 
production. During the 1970s it was much more profit­
able for the coffee farmers to concentrate their fami­
ly labour on banana production rather than on coffe 
production. For a comparison of coffee and banana 
prices in Bukoba district see e.g. Tibaijuka (1984) 
Table 6.6.
See e.g. Iliffe (1979) p. 347-349.
See e.g. Saylor (1 973) Table 14.1 and URT/MDB (1981) 
Annex 7 Table 3-3.
Iliffe (1979) p. 473.
Raikes (1981) Table 3.6.
Cf. Chapter 1 section 1.1.
URT (1969) vol.I. p. xiv.
Hayam and Ruttan (1971).
Daily News 7.7.1981. 'Siasa Ni Kilimo' is the name of 
an agricultural policy document passed by TANU in 
1971. The conclusion of this document reads as fol­
lows. 'But, better agricultural practice is not taught 
by addressing political rallies, it is thaught through 
person to person conversation and through cooperating. 
What is needed is action: better farming: not speeches 
from the platform'. An English version of the 'Siasa 
L’i Kilimo' is published by Nordiska Africainstitutet 
(1 973) pp. 11-18, from which the quotation given here 
is taken.
See e.g. Sykes (1959) and Beck (1961). Both report the 
coffee yield per acre in Kilimanjaro district to be 
around 400 lbs. green coffee per acre. On the other 
hand Mbilinyi (1 976) reports yields to be as low as
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pp. 110-118 and Coulson (1982)

39.

40.

43.

27.
28.
29.

30.
31.
32.

36.
37.
38.

33.
34.
35.

41.
42.

340 lbs. per acre for the 1968/69 crop year. This 
figure may be on the low side since it is based on 
farmers responses to a questionairre. One can suspect 
that peasants will understate the actual yields ob­
tained in order not to disclose their income.
Acland (1972) p. 80.
Friedrich (1968) Table 1.
URT/MDB (1981) Annex 7 p. 5. These increases in yields 
can 
(CIP),

be linked to the Coffee Improvement Programme 
which was launched in 1978/79 with substantial 

support from the European Economic Cumunity.
Von Rotenhan (1968) pp. 61-63- 
Cf. Chapter 2.
Cf. Lawrence (1971)
Table 7.2.
Raikes (1974) p. 48.
Shitundu (1984) Table A.1-A.2.
This percentage share is derived from TRDB’s Annual 
reports 1972-1979.
Cf. Appendix Table D.2.
Coulson (1982) Table 17.3.
Hyd6n (1980) p. 150 referring to the Daily News, re­
ports that 15 000 tons of fertilizer were lying unused 
in the villages because of peasant claims that ferti­
lizer would have no effect on production.
Coulson (1982) p. 232, also referring to Daily News, 
gives a revealing story about a man who had been 
jailed for six months because he had advised peasants 
not to use fertilizer because this would only increase 
their debt to the government.
Ruthenberg (1968) pp. 339-343. See also Kanga (1977) 
and Kamuzura (1980).
University of Dar es Salaam (1982) reports that a 
total of 2,648 privately owned tractors and a total of 
some 175,000 ox-pulled implements were counted in a 
1 977 survey. The tractors were found to be much more 
evenly distributed in the country than ox-pulled im­
plements. The reason for this unequal distribution of 
ox-pulled implements is simply due to the very uneven 
distribution of the cattle herd. On the distribution 
of the cattle herd see Raikes (1981) Table 3.6.
Iliffe (1979) p. 455.
The weakness of the tractor hiring services is well- 
documented in a study by Migot Adholla (1971).
The contrast between World Bank (1961) and World Bank 
(1977) on agricultural mechanization policies in Tan­
zania is striking. In 1961 the so-called Transforma­
tion Approach was recommended. This approach entailed
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also Shapiro,See

50.

53.

51.
52.

44.
45.
46.

47.
48.
49.

the use of tractors and chemical fertilizer. In 1977 
by contrast it was argued that the economics of trac­
tor cultivation is much inferior to the economics of 
manual cultivation. World Bank (1 977) Annex VII. p.31* 
Nyerere (1977) p. 53 in Coulson (1979) ed.
Ruthenberg (1968) pp. 343-347.
According to Collinson (1 972) p. 30 in 1 945 the ave­
rage peasant household in Sukumaland cultivated a 
total of 2.36 hectares of land. In 1961 it was down to 
2.24. According to the agricultural census of 1971/72 
it seems to have declined even further. For Mwanza 
region the corresponding figure was found to be only 
1.71 hectares.
American Economic Association (1966) Table 2-8.
Rudengren (1981) p. 117.
Ruthenberg (1968) pp. 353-354.
(1983).
The (c/w) ratio, defined as the ratio between total 
population and the population in the age group greater 
than 15 years of age but less than 55 years of age, 
has increased from 2.1 to 2.2 according to population 
censuses of 1967 and 1978.
Myint (1958) p. 328.
The state Trading Corportion was established in 1969 
and given a monopoly right on all import trade. For a 
good account of the development of the institutions 
set up to control the external trade in Tanzania, see 
e.g. Binhammer (1975) Chapter 1.
For an account of the price control system in Tanzania 
see e.g. Rice (1976) and Kimbe (1970).
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CHAPTER 4

THE PRICE SYSTEM OF THE OFFICIAL MARKET

crops.

In the course of this chapter we shall see that accumula­
tion of debts on the part of some agents has been and still 
is the major problem of the official marketing system in 
Tanzania. To show this we shall in this chapter concentrate 
our study on the overall structure of the official price 
system, how it has worked and developed. Knowledge of the 
structure of the system, its development and failings is of 
great importance not only for an understanding of the

In Chapter 3 we found that changes in the relative price 
between cash crops and food crops was a decisive and direct 
cause behind the peasants* switch towards more food crops 
during the last 15 years. Producer prices, however, were 
treated in that chapter as exogenously given. In this 
chapter and the next we analyse the forces behind the trend 
in the relative price between these two major categories of 

A study of the price system of the official market, 
and thereby of the factors behind the producer prices in 
this market will be undertaken in this chapter while the 
determinants of prices in the traditional food market will 
be discussed in Chapter 5*

Producer prices in the official market are determined admi­
nistratively by the government. These prices are set within 
a specific marketing system and hence also have a direct 
bearing on the incomes of the marketing agents of the 
system and indirectly have an effect on the expenses of the 
marketing agents as well. If prices are set such that the 
incomes of the marketing agents do not cover their expenses 
this will lead to a depletion of their financial resources 
and to accumulation of debts, which may eventually lead to 
a breakdown of the whole system.
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factors behind the developments in producer prices in the 
official market, but also for an assessment of the price 
policy pursued. The latter discussion we shall, however, 
postpone until Chapter 6.

4.1 The Evolution of the Official Agricultural Marketing
System_______________________________ _______________________ __

By the dawn of independence a three-tier marketing system 
had been evolved. Its overall structure in the mid-1960s is 
depicted in Figure 4.1.

We begin our study of the official marketing system in 
Section 4.1, where we seek to trace its historical origins. 
As we shall see, these origins have a bearing on the func­
tioning of the system. In Section 4.2 we specify by means 
of a few equations a framework for an overall description 
and analysis of the system. Using this framework we point 
out the principal policy instruments of the official marke­
ting system and show how the official policy, by the way 
these instruments were used, subsequently led to a weake­
ning of the viability of the system. Whilst in Section 4.2 
we concentrate on a perspective overall analysis of the 
working of the system, in Sections 4.3-4.5 we go into some 
important details of the development of various marketing 
costs and of the use of the individual instruments within 
the system.

In this marketing system the cooperative societies bought 
produce from the peasants on a cash basis and sold it to 
the marketing boards. The cooperative unions were organized 
to serve the cooperative societies in the villages. The 
main services provided by the unions were: (1) to organize 
transport of produce from the villages to a- centrally 
located storehouse where the marketing boards would accept 
deliver/ of produce, (2) to obtain credit from the banking
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Figure 4.1 Three-Tier Marketing Structure, Tanzania 1967

national level

regional level

village level

2.5

Source: Odegaard (1973), Table 1.

8 Marketing Boards
$

22 Cooperative Unions
$

1166 Cooperative Societies
$

million Peasant Households (approx.)i

During the post-colonial period the three-tier marketing 
system was greatly expanded and modified. In fact in the 
mid-1970s the three-tier marketing system was converted to 
a two-tier system, but in 1982 the government decided to 
revert to the three-tier system. In order to understand the 
motivations for these repeated changes in the marketing 
system it will be helpful to trace the roots of the three- 
tier system. We will therefore give a brief account of the

system and advance it to the cooperative societies for them 
to pay the peasants cash on delivery of produce to the 
storehouse in the village, (3) to supply the societies with 
the necessary marketing equipment such as weighing scales, 
empty bags, office stationery etc., and (4) to receive 
payment from marketing boards for delivery of produce on 
behalf of their member cooperative societies. Deliveries of 
inputs used in agricultural production were also channelled 
through the cooperatives to the peasants but, as we have 
seen in Chapter 3, not many inputs were used by the pea­
sants. The main activity of the cooperatives centred around 
crop marketing.
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The_Histor y_of _th e_Agricul tur al _Marke ti ng_Cooper a ti yes

a) TanzaniaTable 4.1

19661949 I9601932 1940 1957

16 691 16mHO 54679

681 .060.4 304.8 362.2na na

Source: URT/TAKWIMU, Statistical Abstract 1973, p. 133.

history of the three-tier marketing system, treating the 
history of the agricultural marketing cooperatives and the 
marketing boards separately. In our subsequent analysis of 
developments in the marketing margin and marketing costs in 
the official marketing system it is important to keep this 
historical account in mind.

Year 
No. of Coopera­
tive societies 
No. of Members, 
•000

Based on differences in the motivation behind the formation 
of cooperatives, three periods are commonly identified in 
the history of cooperatives in Tanzania: (1) the pre-Second

The growth in the number of cooperative societies and the 
number of cooperative members from the introduction of the 
cooperative form of organization in 1932 up to the mid- 
1960s is reported in Table 4.1.

a) The statistics reported includes all types of coopera­
tives such as e.g. consumer cooperatives, saving and credit 
cooperatives, small scale industrial cooperatives etc. in 
addition to agricultural marketing cooperatives. The great 
majority of the cooperatives reported are however agricul­
tural marketing coperatives.

Numbers and Members of Cooperatives, 
1932-1966, selected years.
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was

World War period, (2) the 1950s, and (3) the post-colonial 
period.D In Chapter 2 it was mentioned that the coopera­
tives were introduced in 1932 as a ’carrot’ in order to 
stimulate cash crop production at the time of the Great 
World Economic Depression. In one area the peasants and 
already by the mid-1920s started to to organize themselves 
in order to protect and further their common interest in 
cash crop production. The forerunner of the cooperatives in 
Tanzania is generally said to have been the Kilimanjaro 
Native Planter Association (KNPA). This association was 
formed in 1925.2) The background to its formation was that 
the settlers were opposed to peasant cash crop production 
since this would reduce the supply of cheap labour to their 
farms. It was argued by the settlers that peasants would 
produce cash crops of inferior quality which would hurt the 
country’s export trade. Consequently peasant cash crop 
production was not to be encouraged.

A second phase in cooperative development took place during 
the 1950s. In this period the great majority of the new 
cooperatives were formed to protect the peasants’ interest 
in cotton production.4) The price of cotton had skyrocketed 
in the early 1 950s5) and this naturally induced many pea-

The KNPA was formed in response to this argument of the 
settlers. The initial aim’of the KNPA was to help the 
peasants to produce coffee of equal quality to that of the 
settlers by providing the peasants with modern inputs. It 

this organization that became the first cooperative 
organization when the Cooperative Societies Act was passed 
in 1932.3) The KNPA was renamed the Kilimanjaro Native 
Cooperative Union (KNCU). Since its registration the KNCU 
has marketed all coffee produced by peasants in Kilimanjaro 
district. Developments in coffee production and the marke­
ting of peasant-produced coffee we have already discussed 
in Chapter 2.
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The rapid increase in cotton production led to the esta­
blishment of the Lint and Seed Marketing Board (LSMB) in 
1952. The LSMB was given a monopoly right on all trade in 
cotton, but rather than buying cotton directly from the 
peasants the LSMB appointed so-called ’procurement a- 
gents’J) At the time when the LSMB was formed, practically 
all cotton was bought by traders of Indian origin which was 
probably the major reason why the LSMB was instituted.

sants to take up cotton production, as we have seen in 
Chapter 3. To a large extent they were probably switching 
away from the food crop production that had been profitable 
during the Second World War. According to Collinson, in 
1945 the average peasant household in Sukumaland (the major 
cotton growing area) held 17 percent of its land in cotton 
production while the rest was used for food crop produc­
tion. By 1961 this proportion had increased to 50 per­
cent. 6)

The peasants were, however, very suspicious of the traders. 
They felt they were being cheated at the weighing scales 
when cotton was bought in the villages. It was therefore 
with great enthusiasm that peasants gave their support to 
their local leaders when they started to organize coopera­
tives and demanded that the LSMB should appoint the coope­
rative as the sole procurement agent for all cotton pro­
duced by members of the cooperative.®^ Since the LSMB had 
been set up to control and restrict the growing dominance 
of the Indian traders, LSMB was naturally quite prepared to 
appoint the cooperative as its sole procurement agent. 
Cooperative marketing of cotton also grew very rapidly. 
Between 1953 and 1959 the cooperatives took over all marke­
ting of cotton produced in Sukumaland.9) The great majority 
of new cooperative societies formed in this period, see 
Table U.1, were cooperative societies marketing cotton.
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12)

Ihe_History_of_Marketing_Boards

State monopoly organizations play a dominant role in the 
marketing of the marketed surplus from agriculture in many

Summarizing this brief historical account it may be said 
that the cooperatives formed in the colonial period were to 
a much larger extent formed as a result of initiatives 
taken by local leaders and by the peasants themselves than 
the cooperatives formed in the post-colonial period. In a 
subsequent section we shall find that this difference bet­
ween the motivational factors is related to the difference 
in the performance of the cooperatives.

The new development strategy of TANU envisaged, among other 
things, that the entire marketed surplus of the peasants be 
marketed throught agricultural cooperatives by 1970.13) To 
achieve this, a programme was initiated to organize coope­
ratives throughout the country and as a result some 1000 
new cooperative societies were formed within a very short 
period (see Table 4.1). The cooperatives were in this 
period considered to be an ideal organization to foster 
rural development.11*)

After independence cooperatives were organized for a third 
and different reason. In this period the initiative for the 
formation of cooperatives was taken by the government. 
During the colonization period the peasants had become 
quite vocal in expressing their dissatisfaction with the 
’carrot and stick' policy of the British.*0) Much of this 
dissatisfaction was channelled through the cooperatives and 
TANU, and as a result close cooperation had been esta­
blished between the cooperatives and TANU.1D It was thus 
quite natural that TANU looked to the cooperatives as a 
suitable organization to foster its development strategy 
when it took over the leadership of the country in 1961.
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The scope of operations to the marketing boards in Tanzania 
by the end of the 1960s is reported in Table U.2.1®^

LDCs. William Jones, in a historical survey of agricultural 
trade in Africa, traces the origin of the marketing boards 
in East Africa to the calls of the European settlers at the 
time of the Great Economic Depression in the 1930sJ 5) Many 

settlers were, as a result of the collapse of agricultural 
commodity prices on the world market, in great financial 
difficulties and called on the government to establish 
state control over marketing. This could guarantee them 
high domestic prices and at the same time enable them to 
export to world markets at competitive prices. State con­
trol over agricultural marketing was also considerably 
extended in Tanzania during this period, although no direct 
state participation in agricultural marketing was ini­
tiated. More restrictive trade laws were, however intro­
duced. These laws were primarily aimed at curtailing the 
growing dominance of merchant traders of Indian origin.1

During the Second World War state intervention and control 
was imposed on agricultural trade in order to support the 
war effort. This control was later transferred to marketing 
boards when the war ended. In all British colonies these 
marketing boards developed into dominant organizations. 
They could in fact exert a more powerful impact on the 
level of economic activities through their price and in­
vestment policies than the more conventional fiscal and 
monetary policy instruments at the command of the govern­
ment. It was thus quite natural that when independence came 
the new nationalistic government being anxious to exert its 
influence, immediately took steps to take more direct con­
trol over the marketing boards and at the same time control 
over the agricultural commodity market was greatly exten­
ded. 1?)
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Table 4.2 Marketing Boards, Tanzania 1968.

Name Marketing Board

1962

total output

Sources: Kriesel, et•al. (1970). and Lamade, (1967).

Strains_on_the_Three-Tier_Marketing_System

system during

(a) = in percent of world
b) = domestic sales
c) = domestic purchases

1963
1949
1964
1965
1938

Tangayika Tobacco Board (TTB)
Tanganyika Pyrethrum Board (TPB)
National Sugar Board (NSB)
The Sisal Marketing Board (SMB)
Tanganyika Tea Board (TTB)
National Agricultural Produce Board
(NAPB)

Tanganyika Coffee Board (TCB) 1957
Lint and Seed Marketing Board (LSMB) 1952

Export Volume 
shs. 
mil. 
265.1 
282.9 
22.2 
39-6 
17.8 
98.0b) 
158.7
45.0
114.4 
46.0c) 
22.5c) 
12.0c) 
28.7

The rapid expansion of the official marketing 
the years following independence caused great strains on 
the marketing system. Criticism of the system mounted to 
the point when, in 1966, the President found it necessary 
to appoint a special committee of inquiry into the functio­
ning of the marketing system. The complaints of the pea­
sants as listed in the report read as follows:

Year Crop Marketed 
constituded 

coffee 
cotton lint 
cotton seed 
tobacco 
pyrethrum 
sugar 
sisal 
tea 
cashewnuts 
maize 
rice 
wheat 
oil-seeds

’0C0 
tons (a)
49.2 (1.25)
69.2 (0.08)
41.5
5.0
0.6 (40.0) 
70.0
189.0 (35-0)
6.7
81.0 (30.0)
104.8
30.1 
20.0
24.6
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fetch in the

boards* expenses

been

!.'*> changes in the marketing system were proposed by this 
cc"-: 1 ttee of inquiry. The only recommendation that was made 
wes establishment of a Unified Cooperative Service

It was held by the committee of inquiry that

’ - We complain that the various marketing boards couse 
heavy expenses which have to be borne by us. These 
boards fix prices for us, but they do not keep us 
informed of the prices which our crops fetch in the 
outside markets.

- We complain of the method the boards use in the fixing 
of prices. The system takes account of the various 
boards’ expenses, but no regard is had to our expenses 
from the time of clearing our fields to the time of 
selling our crops.

- We were induced to join societies with the promise 
that in addition to the payment we receive when we 
deliver our crop to the society, we would receive a 
second payment when the crop is finally marketed by 
the board. But now we find that there is no second 
payment, -instead we are told every year that our 
societies incur losses.

- This leads us to believe that societies have 
instituted not for the purpose of protecting us from 
exploitation of the former middleman, but to place us 
under another worse type of middleman under the cloak 
of cooperative societies, unions and marketing boards.

- We complain of the continuous economic plunder which 
we endure from the corrupt employees and committeemen 
of the cooperative societies and unions. These em­
ployees and committeemen have been completely infested 
with the diseases of nepotism and dishonesty.

- We complain of the inefficiency of most of the 
societies’ and unions' employees and committeemen.

- We complain of the un-democratic malpractice of socie­
ties' and unions' committeemen, who scramble to retain 
their seats in these committees, thus stopping all 
changes of remedying these shortcommings by substitu­
te more enlightened committeemen.

- We complain of the improper and unfair grading of 
produce.

- We complain of the unnecessary delays in weighing and 
in payment which we suffer when we sell our crops. 
These delays run for days and cause us to incur un­
necessary expenses for food and sometimes storage 
charges.'19)
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Although the recommendations of the new evaluation report 
were not accepted, the report probably contributed to the 
growing negative attitudes to the cooperatives. The coope­
ratives were seen as examples of European forms of organi­
zation ill-suited to the needs of peasants in Africa. In a 
subsequent section we shall find that the financial re-

much mismanagement arose in the cooperatives because of 
collusion between corrupt committeemembers and employees of 
the cooperatives who were dependent upon the committee 
members for their employment and had to go along with the 
committee members in fraudulent practices. The establish­
ment of an independent organization with no local links 
which had the power to hire as well as to dismiss employees 
of cooperatives would reduce the power of the committee of 
the cooperatives in pressing employees to go along with the 
committee members in fraudulent practices. This proposal 
was accepted and the new Unified Cooperative Service Commi­
ttee started its work in 1968.

In 1969 a new team of experts was called upon to evaluate 
the marketing system. This time experts from the US were 
asked to do the evaluation. The new evaluation team re­
vealed a continuation of the mismanagement of the coopera­
tives. It was therefore recommended that the cooperatives 
should not continue to function as sole procurement agents 
of the marketing boards. In cases where cooperatives failed 
to function satisfactorily private traders should be al­
lowed to take over the procurement functions. This would 
effectively introduce an element of competition in the 
official marketing system. It was also recommended that an 
umbrella organization of the marketing boards should be 
established in order to secure better coordination of the 
agricultural marketing policy.21^ None of the proposals 

for changes in the marketing system were, however, accepted 

by the government.
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In order

Figure 4.2 Two-Tier Marketing Structure, Tanzania 1978

national and regional level

Source: Table 2.5

10 Crop Authorities

7839 Ujamaa Development Villages

4.5 million Peasant Households (approx.)

In the two-tier marketing system the functions of the 
cooperative societies were taken over by the Ujamaa De­
velopment Villages. The Ujamaa villages function as procu­
rement agents for the crop authorities. The Ujamaa villages 
buy crops from the peasants on behalf of the crop authori-

sources of the cooperatives were gradually depleted as a 
result of cooperative mismanagement. This further convinced 
the government that the cooperatives, which were modelled 
in accordance with cooperative principles that had evolved 
in Western Europe from the time of the Rochdale pioneers in 
England during the Industrial Revolution, were ill-suited 
to Tanzania.

But the main reason why the cooperatives were seen as ill- 
suited to Tanzania was probably that it was held that these 
cooperative societies were primarily organized to serve 
individual capitalistic oriented peasants.22) The new Uja­

maa rural development strategy that we have described in 
Chapter 2 aimed to change this form of production and to 
develop communal farming in the village. It was argued that 
the cooperative were ill-suited for this purpose.
to foster the development of communal farming in the vil­
lages the official marketing system was re-organized in the 
mid-1970s into a two-tier marketing system, the features of 
which are depicted in Figure 4.2.
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The official price system of the tree-tier marketing system 
can conveniently be illustrated by a few simple equations 

follows.

U.2 The overall structure and a perspective view of the 

official price system _______________________________________

The functions of the marketing boards and the cooperative 
unions of the three-tier marketing system were merged in 
the two-tier marketing system into one organization callea 
a crop authority. At the same time the responsibility of 
the crop authority was widened. Some of the extension 
services which were traditionally the responsibility of the 
Ministry of Agriculture were taken over by the crop autho­
rities. The crop auithorities were also to a much larger 
extent than the marketing boards involved in the processing 
of crops within their respective jurisdictions. In general 
a crop authority had jurisdiction over only one crop, 
except in the case of food crops.25) All trade in scheduled 

food crops was to be under the jurisdiction of the National 
Milling Corporation (NMC). (In Chapter 5 we shall give a 
more detailed account of the organization and trade in food 

crops).

ties for a fee. An Ujamaa village is incorporated under 
Tanzanian law.23) it has a committee elected by all adult 

residents of the village which is charged with the duty of 
organizing all the activitites of the village. Most of the 

activities are still centred around crop marketing, al­
though some communal farming has been undertaken, but pro­
gress has not been (as we have seen in Chapter 2) particu­
larly impressive to date. In addition to crop marketing and 
communal farming some villages also run shops where some 
basic consumer goods are sold. The daily management of the 

Ujamaa village is the duty of the secretary/manager, who is 
an employee of the government. 1̂*)
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= WP»/e - (TAX + mMB)(4.1) ISP

(4.2) = ISP - (mcu + mcs)PP

= WP/e - (ISP+TAX+cwg) = (WP-WP*)/e+(mMB-cMB^II(4.3) MB

(4.4)

The notation used in this scheme is as follows:

ISP

TAX

PP

WP

II

subscript i = MB for marketing boards
i - CU for cooperative unions
i s CS for cooperative societies

e
WP*

ci

11 Coop.= Isp ■ (pp+cCU+cCS) = (mCU“cCU)+(mCS-*cCS>

mi

= ’into-store price1 (the term used in the official 
price system) paid to cooperatives for produce 
delived to a centrally located storehouse

= the official exchange rate US dollar/T.shs.
= the expected world marketprice pa idtothe mar­

keting boards in US dollar
= tax on cash crop export (flat tax rate of so many 

shs./ton)
= producer price paid to a peasant for produce 

delivered to a village storehouse
= actual world market price paid to the marketing 

board in US dollar
= surplus/deficit of the marketing boards (MB) and 

of the cooperatives (Coop.) i.e. total income 
(revenue) total actual expenses 
marketing margin of the marketing agents = 
stipulated marketing costs based on 'normal* 
efficiency criteria set by the government^)

= actual marketing costs of the marketing agents
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centrally

It should be noted that the stipulated marketing margin 
(m p is not just an estimate of future costs. It is based 
on ’normal' efficiency set by the government. The idea is 

that the difference (mj - cp should serve as an incentive

According to equation (4.1) the into-store price (ISP) 
which the marketing boards pay the cooperatives is set as a 
residual between the expected world market price net of 

export tax (TAX) and a stipulated marketing margin (m^g) of 
the marketing boards. In the three-tier marketing system 
the producer price (PP) is in turn set as a second residual 
i.e. it is equal to ISP net of the stipulated marketing 

margin mcu of the cooperative unions and mcs of the coope­
rative societies, as expressed in equation (4.2). The tra­
ding results of the marketing agents after the actual costs 
are taken into accounts, are expressed by equations (4.3) 
and (4.4). The trading result of the marketing boards is 
simply the difference between actual revenue earned for 
produce sold in the world market or in the domestic market 
and the expenses actually paid, which would simply be the 
into-store-price paid the cooperative unions, the tax paid 

the government and its own actual marketing costs (cMg). 
The trading results of the marketing boards can alternati­
vely be written as the difference between the actual price 
realized in the world market and the expected world market 
price and the difference between its marketing margin and 
the actual costs incurred.

trading results of the cooperatives are defined by 
equation (4.4). For the cooperatives the trading result can 
be written as either the difference between the into-store 

price earned for deliveries of produce to a 
located storehouse and the price paid the peasants plus the 
actual marketing costs incurred, or as the difference bet­
ween the stipulated and the actual costs incurred by the 
cooperative unions and the cooperative societies.
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In the system outlined in equations (4.1) - (4.4), there 
are three major policy instruments which the government can 
use in its agricultural price policy: (1) the stipulated 
marketing margins (mp, (2) the export tax rate (TAX), and 
(3) the exchange rate (e.). The use of these instruments 
and more generally the control of the system, entails great 
difficulties. For example, over-optimistic forecasts of the 
world market price (WP*) and unrealistically low estimates 
of marketing costs can lead to serious losses for both the 
maketing boards and the cooperatives.

Such losses will gradually be manifested in the bank state­
ments of the marketing agents since the working of the 
marketing system is entirely financed by short term loans 
from the bank. Peasants are paid cash on delivery of pro­
duce to the village storehouse which usually takes place 
some 6-12 months before the crops can be sold on the world 
market and payment made to the marketing boards. On the 
other hand the producer price is announced 12 months prior 
to the time when the peasants sell the crop to the coopera­
tive society. This therefore means that in setting the 
producer price the world market price has to be forecast 
some 18-2^ months ahead. Naturally such a lengthy projec­
tion of prices greatly increases the risk of making erro­
neous forecasts of the world market price.

:?:r the cooperatives to keep down their costs and thereby 
j-fciTj a surplus (mj - cj)» which they are to distribute to 
-farmers, This would in addition act as an incentive for 
farmers to join the cooperatives as members. This actually 
dim fcr.ction as hoped-for in some cooperatives but, as we 
shall see in Section 4.3, other cooperatives ran up large 
deficits and the subsequent accumulation of debts of the 
cooperative unions affected all cooperatives collectively, 
efficient as well as in-efficient.
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Table 4*3

(1975). Tables VII. 1 - VII.5 .Source: Odegaard ,

'Bad Debts' written off on member cooperative societies in the 
accounts of cooperative unions, Tanzania 1966 - 1971, selected 
years and selected cooperative unions.

Cashewnuts
Maize 
Coxton

Main Crop 
Marketed

269
1l86 
na

1968/69 
shs.'000
548
4731176

2838
249 na

1971/72 
shs.'000

MRCU 
IFC'J 
NCU

Acronym Coop. 
Union

1966/67 
shs.'000

An indication that the forcast WP* was in fact set unrea­
listically high and the marketing margin unrealistically 
low is given in Table 4.3, which shows the accumulation of 
'bad debt’ of the cooperative unions with their member 
societies. These debts accumulated because, as we shall see 
in Section 4.3, the marketing costs of some cooperative 
societies (ccs) exceeded the marketing margin (mcs). in the 
three-tier marketing system the cooperative unions func­
tioned as banks for the cooperative societies. A National 
Cooperative Bank was established in 1964 to provide the 
cooperatives with short-term loans for crop marketing pur­
poses. This bank was merged in 1967 with the National Bank 
of Commerce (NBC) on the latter bank’s formation in that 
year. NBC was given a monopoly right on all lending to the 
business sector. This monopoly right the bank still enjoys 
to day.27)

The cooperative unions had taken our loans with the NBC on 
behalf of their member societies for crop marketing pur­
poses. The responsibility of the repayment of the loans 
stayed, however, with the cooperative unions. Thus when 
losses were made in the cooperative societies because the 
actual marketing costs incurred exceeded the marketing 
margin, these losses simply accumulated as bad debts in the
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It

(4.5) = (1-TAX)WP*/e - (mcA+muy)PP

c^-6) c7TCA = (1-TAX)WP/e - (PP+cCA+muv)

= (1-TAX)(WP-WP*)/e + (mCA-cCA)

(4.7) 7ruv = (PP+muv) - (PP+cuv) = (muv-cuv)

accounts of the cooperative unions, as shown in Table 4.3. 
The accumulation of these debts was an important factor 
behind the abolition of the three-tier marketing system and 
the introduction of the two-tier system.

The trading result of the crop authorities is defined in 
equation (4.6) and the trading result of the Ujamaa vill­
ages in equation (4.7). To avoid a deficit it is necessary 
that the actual costs (c(jy) and (cqA) do not exceed the 
stipulated marketing margin (muv) and (mCA) and that (WP*) 
does not exceed (WP). Both the three-tier and the two-tier 
marketing systems may work without any accumulation of 
debts if the producer price is in fact set as a residual

In this system there is no into-store price since the crop 
authorities (CA) are themselves responsible for the collec­
tion of produce in the village. Thus under this system the 
expected world market price net of export tax, that is now 
linked to the world market price,^8) less the stipulated 
marketing margin of the Ujamaa Villages (muv) and of the 
crop authorities (mgA) equals the producer price PP, as 
expressed in equation (4.5). PP is thus residually deter­
mined .

The two-tier marketing system is somewhat simpler than the 
three-tier system, but it works in much the same way. 
may be outlined in three equations as follows:
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i.e

. and uses realistic values of WP* and the stipulated marke­
ting margin (mp, as was initially intended.

In ^prd/^^ti?. understand the underlying causes of the do­
ve’1 .pments re orted in Table 4.3 and 4.4 we shall have to 
examine how the principal instruments of the price system 
have been used. In the remaining part of this chapter we 
shall see that the use of the instruments of the price 
system has failed in the sense that it has undermined the 
viability of the official marketing system. This has occur­
red because: (1) the marketing margin (m^) increased, (2) 
the tax rate (TAX) for cash crop exports increased, and (3) 

the Tanzanian shilling was overvalued. The result was that

Since the early 1970s the government has, however, adopted 
a different and more direct approach in setting producer 
prices. (The motivation for this will be given in Section 
4.3) The producer price was not set as a residual during 

the 1970s but rather the marketing margin became a residual 
especially in the case of scheduled food crops. This had 
very serious conseqences. The accumulation of debts in the 
three-tier system was indicated in Table 4.3. An accumula­
tion of debts also developed within the two-tier marketing 
system. This is reported in Table 4.4 which shows NBC’s 
portfolio of loans extended to the crop authorities. The 

important points to note in Table 4.4 are: (1) the increas­
ing indebtedness of the crop authorities, (2) the dominance 
of the crop authorities in NBS’s portfolio of loans, and 
(3) the very weak and deteriorating coverage NBC had for 
the loans extended to the crop authorities. The principal 
collateral NBC had for the loans extended to the crop 
authorities was the value of the crop to be harvested and 
marketed. The accumulation of loans shown in Table 4.4 

developed essentially because the actual marketing expenses 
of the crop authorities exceeded the marketing margin, 
cCA > mCA-29)
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CoxtonTCA
TSA

3.3, and. Summary Table 8,

Acronym
Crop
Authority

Sources: UftT/MDB (1981,1983) Summary, Table 
reupectively.

Crop
Marketed.

Food Crops
Sugar 
Coffee

Sisal
TobaccoTAT 

CATA
TTA 
tpb 
GAPEX 
Total

Cashewnuts
Tea
Pyrethrum
Oil-seeds

2080
194
937
2042

76
443
427
55
56

NKC
SDC
CAT

(1) « outstanding loans in percent of the farm gate value of the crop bought 
*) = total outstanding to crop authorities represents some 75 percent of

NBC’3 total lending

Table 4.4 NBC's Portfolio of Loans to Crop Authorities as at 31 December 
1980 and 1983.

Outstanding Loans Outstanding Loans 
31 December 1980 
shs.mil.

(1)
(532)
( 29)
( 80)
( 78)
( 84)
(268)
(153)
( 18)
(320)
( 70)

2820
100
531
730
252
348
122
23
32

__ 70
5028*) (186)

31 December 1983 
shs.mil.

(1)
(640)
(165)
(174)
(356)
( na)
(250)
(338)
( 39)
(350)

391 (797)
6660 (na)

producer prices of cash crops were depressed and lagged 
behind the development of food crop prices in the traditio­
nal food market. This in turn meant that the actual marke­
ting costs in cash crop marketing increased because pea­
sants switched away from production of cash crops to pro­
duction of food crops. This led to a reduced volume of cash 
crops with a consequent increase in the actual marketing 
costs (cp on a per unit basis, and hence the actual marke­
ting costs of the marketing agents (c^) exceeded their 
marketing margin (mi). The end-results of this trend are 
reported in Table 4.4.



115

An indication of developments in the marketing margin on 
crop marketing is reported in Figure 4.3.

4.3 Developments in the Marketing Margin (m^ and Marketing 
Costs (Ci )

In the case of food crops we shall see that the marketing 
margin was squeezed to such an extent that the marketing 
agents involved in food crop marketing also made substan­
tial losses because their actual marketing expenses ex­
ceeded their income. In addition we shall see in the next 
section that the conversion of the three-tier marketing 
system to a two-tier system did not prevent marketing costs 
from rising.

Reading Figure 4.3 the general picture which emerges is 

that the marketing margin (mp developed quite differently 
for different crops. Up to the early 1970s the marketing 
margins (mi) for different crops developed more or less in 
the same direction. But from the early 1970s, this was not 
the case. For coffee, cotton and cashewnuts the marketing 
margins (mp were in 1966 equal to 30, 32 and 28 percent of 
the average export price net of export taxes respectively. 
In 1980 by contrast the marketing margin (mp for cashew­
nuts had increased to 66 percent whereas the marketing 
margin for cotton had declined to 23 percent. In the case 
of food crops the marketing margins as measured by the 
differences between consumer prices and producer prices in 
percent of consumer prices, were also roughly equal in the 
mid 1960s, but between 1966 and 1980 the marketing margin 
for maize declined from 63 percent to 8 percent whereas the 
marketing margin for wheat increased from 59 percent to 76 

percent.



116

Three Tier Marketing System

60 .
* wheat5P .
cashewnuts

40
30 .

cotxon20

10 .

Tt TtT
198012751966 1970

Sources: Appendix Tables B.8 and B.9.

(mi)

Figure 4.3 The Marketing Margin for Selected Cash Crops and Food Crops, 
Tanzania 1966 - 1980.

wheat

maize 
•z

coffee

cotton

\
X

X

maize

Two Tier Marketing
System

m $

m = sum of the marketing margin of all marketing agents in 
percent of average export price net of export tax.

coffee^

These changes in the marketing margins (mp reflect on the 
one hand increases in actual marketing costs (c^) following 
the change to the two-tier marketing system in the mid- 
1970s. For some crops the increase in (c*) pushed up the 
marketing margin (mi)- The decline in the marketing margin 

on the other hand reflects price policy considerations
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P Ei£e_Policy_Considerations_and_the_Mar keti ng_Margin

whereby the marketing margin (mp emerges as a residual 
after the producer price has been set. We shall in this 
section first give a short review of these policy conside­
rations. Then we shall seek to contrast developments in the 
marketing costs (c^) of the two-tier and the three tier­
marketing systems.

In the years immediately following independence the into- 
store price (ISP) that was the same all over the country, 
was set by the marketing boards. The producer price was in 
turn set as a residual after the government had approved 
the marketing margin which the cooperatives could deduct 
from the into-store price.3°) Very soon after independence, 

however, peasant incomes started to lag behind of wage­
earner incomes and as a result pressure grew on the govern­
ment to take a more active part in the determination of 
producer prices.3D Thus in 1 967 the authority to set the 
into-store price was transferred from the marketing boards 
to the government as represented by the Economic Committee 
of the Cabinet (ECC). At the same time an inter-ministerial 
agricultural price policy coordinating committee was estab­
lished with the task of making price recommendations to the 
ECC. The transfer of the authority to set into-store prices 
to the ECC did not immediately result in any change in the 
procedures followed in setting producer prices. The produ­
cer prices of cash crop's were still basically set as resi­
duals from expected export prices net of the approved 
marketing margins of the marketing boards and the coopera­
tives. In the case of scheduled food crops, the producer 
price was set as a residual from an into-store price net of 
the marketing margin of the cooperatives. During the 1960s 
the into-store prices of scheduled food crops were kept 
roughly in line with world market prices.32)
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From the early 1 970s the government adapted a much more 
active approach in setting producer prices. The producer 
price was not set as a residual during the 1970s but rather 
the marketing margin became a residual, especially in the 
case of maize (see Figure 4.3). In 197 3/7*4 the practice of 
setting pan-territorial into-store price was abandoned and 
instead a system with pan-territorial producer prices was 
introduced.33)

The drought which the country experienced in the mid-1970s 
had a profound effect on the government's price policy. In 
1975 the producer prices of all food crops were raised an

The demand for non-preferred food crops was relatively 
small, but since these non-preferred food crops are in 
general more drought-resistant than preferred food grains, 
peasants found it prudent to plant these crops in order to 
have a safe source of food supply in case a drought should 
develop. The addition of these crops to the list of schedu­
led food crops was therefore greatly appreciated by the 
peasants because it gave them assured market outlets.
years with good harvests the peasants would have ample 
supplies of preferred food grains, primarily maize and 

and in such years they could sell their harvest of 
non-preferred food crops in the official market at attrac­
tive prices. 3*4)

These pan-territorial producer prices were probably intro­
duced as part of a policy package that sought to get pea­
sant support for the 'villagization’ campaign that we saw 
in Chapter 2 started to gain momentum after 1972. Another 
element of this package was that the number of scheduled 
crops was increased to include some non-preferred food 
grains such as millet, sorghum and cassava. Up to this time 
only preferred food grains i.e. maize, rice and wheat had 
been scheduled food crops.
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The dramatic deterioration in the balance of payments si­
tuation in the early 1970s probably also induced an in­
crease in the producer prices of food crops. Between 1969 
and 1973 the country's current account balance deteriorated 
from a net surplus of shs. 100 millions to a net deficit of 
shs. 750 millions.36) The quadrupling of oil prices and the 

need for imports of food grains caused by the drought an.d 
the decline in wheat production, notably the latter, were 
the principal factors behind the dramatic deterioration in 
the balance of payments position.

After the drought in the mid-1970s the main policy objec­
tive of the government centred on achieving national self- 
sufficiency in food grain supply.37) (The extent to which 

this policy objective has been achieved we shall set out to 
examine in the next chapter). During the latter half of the 
1970s the producer prices of food crops produced in the 
peasant sector were successively raised in an effort to 
achieve this objective. The marketing margins for these 
food crops as a result became more and more squeezed, (see 
the maize margin in Figure 4.3 e.g.), because at the same 
time as the producer prices of food crops were raised there 
were no corresponding increases in the consumer prices of 
these crops. The consumer prices of food crops actually 
steadily declined in real terms during the 1970s, (see

average of 50 percent without any corresponding increase in 
cash crop prices.35) This big increase in the producer 

price of food crops was most certainly induced by the 
hardships of the drought suffered in 1973/74 and in 
1974/75. Drought is a recurring problem in Tanzania, but it 
is usually confined to the central part of the country. The 
drought in 1974/75 was felt in all major food grain produ­
cing regions and since some regions had also experienced 
crop failure the year before this aggravated the hardships 
of the drought suffered in 1974/75.
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Collection Costs

Appendix label B.9). The motivation and the explanation for 
this we shall take up for further discussion in Chapter 5.

Marketing Costs of the Three-Tier and the Two-Tier Marke- 
ting_System_________________________________________________ .___

In this section we shall seek to contrast developments in 
the marketing costs of the three-tier marketing system with 
the two-tier system in order to learn what factors could 
have pushed up the marketing margin for some of the crops 
shown in Figure 4.3. Fore this purpose we shall focus three 
major marketing costs components (1) collection costs, (2) 
transport costs, and (3) administrative costs.

Collection costs consist essentially of labour costs for 
weighing, grading, bagging, storing and recording of pro­
duce bought in the villages. The peasants must themselves 
bring the produce to the village storehouse. (A store-house 
is in Tanzania commonly referred to as a godown). In order 
to meet the expenses incurred in the collection of produce 
the cooperative societies could deduct a marketing margin 
(mcs) from the into-store price (ISP) the marketing boards 
would pay the cooperatives for produce delivered to a 
centrally located storehouse.

An indication of the costs incurred in the three-tier 
marketing system is reported in Table 4.5a and 4.5b where 
the actual collection costs (c^g) of the cooperative socie­
ties are contrasted with the stipulated marketing margins 
(mCs) of the same cooperative societies. From these tables 
it can be seen that, apparently, many cooperative societies 
incurred marketing expenses that exceeded their marketing 
margins and consequently they made losses.
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The differences in the performance of the cooperative so­
cieties reported in Tables 4.7a and 4.7b can in general be 
linked to the historical origins of the cooperative socie­

ties. Those cooperative societies that had egg greater than 
mCS» were very often cooperative societies that had been 
formed in the post-colonial period. Considering the haste 
with which many of these cooperative societies were estab­
lished performance could hardly be expected to be other­
wise . 38)

It would, however, be a serious mistake to generalize about 
the performance of the cooperatives in Tanzania based on 
the unsuccessful ones, which many researchers seem to have 
done.39) The fact is, and this is actually the most impor­

tant point that should be noted concerning Table 4.5a, that 
in the three-tier marketing system there were quite a few 
successful cooperative societies that functioned well in 
relation to normal efficiency criteria set by the govern­
ment such that their actual marketing costs (c^g) were 
less than the stipulated marketing margins (mCg) (cf. co­
lumn (a)).

Losses suffered by the unsuccessful cooperative societies 
had, however, a profound impact on the three-tier marketing 
system, because in the end they eroded the financial viabi­
lity of all marketing cooperatives. This was because, as a 
consequence of the single channel marketing system in sche­
duled crops, the cooperative unions could not deny the 
poorly performing cooperative societies cash for crop mar­
keting purposes because that would have meant that the 
peasants served by such cooperative societies would be 
penalized by having no marketing facilities at all. There­
fore when cooperative societies made losses these losses 
simply accumulated as 'bad debts' in the accounts of the 
cooperative unions, as we saw in Table 4.3. It was this 
accumulation of 'bad debts’ that in the end eroded the
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Region

(a)
Sukumaland cotton

2.0maize
5.0 na

na

Source: Odegaard , (1975) Tables VI.1 - VI.4.

Region

(a)(n) (a) (a)

(52)Sukumaland cotton 0 0

na

of produce assembled

as Table 4.5a above.Source:

4.0
4.0

4.0
4.6

4.0
4.0

Main Crop
Marketed

Main Crop
Marketed

(n)
(280) 
( 60) 
( 99) 
( 42)

(57)
(35)
(48)

(280) 
( 60) 
( 99)

(a)
(40)
(80)
(37)

(a) 
(36) 
(100)

na
(43)
(17)

na
4.6
2.3

3.9
10.5

cashewnuts §

Ccs
6.2

Table 4.5a Average Collection Costs of Crop Marketing 1967/68 - 1969/70, 
selected regions.

Three-Tier Marketing System 
1967/68

mCS
6.6

1969/70

mCS
6.6

Iringa
Mtwara
Kilimanjaro1 coffee
*

Ccs5.6
11.9* 2.0

5.0

1968/69
mcs
6.6 (57)
2.0 (78)
5.0 (32)

1967/68
Ccs

0.28

mCS

m__ CS

CCS
7.2
2.2

CCS 
mCS

Iringa
Mtwara 
(n), (a) =
°CS
mcs

Ccs

Table 4«5'o Average Shrinkage Losses on Collection of Crops 1966/67 - 1968/69, 
selected regions.

maize 
cashewnuts
see definition given in Table 4.5a.

= actual shrinkage losses in percent of tonnage
=■ stipulated shrinkage allowance in percent of tonnage of produce to be 

assembled

Three-Tier Marketing System 
1966/67 

m__ CS

3.1
3.5
10.5

) crop failure that gave no crop to be marketed
§) In coffee marketing no system with stipulated marketing margin was used. 

Instead a system with second payment to the producers was used, such a 
system is still in use to day.

(n) = number of cooperative societies included in the sample for estimating 
average actual marketing costs (c_o) of the cooperative societies.

= actual average collection costs of the cooperative societies cents per kg.
= stipulated marketing margin of the cooperative societies cents per kg.

(a) ■ percent of (n) that had c„c>
na = no figures readily available

1968/69 
Ccs mcs 
0.65 0 
0.70 4.0 (12) 

4.0 na
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however,

financial viability of the cooperative unions since such 
debts were not taken into consideration in setting the 
marketing margins of the cooperatives. The successful co­
operatie societies also lost their funds when the financial 
viability of the cooperative unions was eroded becuse all 
the funds of the cooperative societies were pooled and held 
in the accounts of the cooperative unions.

Thus it seems most likely that many Ujamaa villages made 
losses on their marketing funcions. This is especially so 
considering the haste with which these Ujamaa villages were 
formed. The weak financial position of the crop authorities 
shown in Table 4.4 can probably also partly be linked to 
losses made in the Ujamaa villages, because in the two-tier 
marketing system the crop authorities to a certain extent 
functioned as banks for the Ujamaa villages.

lages increased.
villages and each of these villages collects a much smaller 
tonnage of produce that a cooperative society did, partly 
because their number is much greater than the number of 
cooperative societies and partly because the tonnage of 
produce marketed through the official marketing system 
declined. Since assembly costs do not vary pari passu with 
tonnage assembled, the per unit costs must have increased. 
At the same time the marketing margins of the Ujamaa vil­
lages (myy) were reduced in real terms compared to the 
marketing margins of the cooperative societies (mcs).2*0^

For the Ujamaa villages, unfortunately, no detailed ac­
counts are readily available such that their actual marke­
ting costs can be established. To date few audited accounts 
of the Ujamaa villages have been produced. It is, 
most likely that the collection costs in the Ujamaa vil-

Presently there are some 8 200 Ujamaa
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Transport., co sts

1981/82Crop Year:

(2)

three-tier marketing system are the actual costs

Maize
II

Developments in the costs of transporting produce from the 
villages to a centrally located storehouse are indicated in 
Table 4.6.

4.6
5.1

5.0
5-2

3.0
3.1

na 
na

23.0*
5.2*

(1)
(2)

3.0
3-3

2.7
2.6

24.8
9-9

10.2
5-4

47.8
9.3

20.0
8.0

Sources: The Three-Tier Marketing System: Odegaard, (1975). Table XIII.5- 
The Two-Tier Marketing System: Ellis,(l979b).Table 5 and URT/MDB, 
(1981) Annex 1, Table 2.4 and j\nnex 7 Table 4.1 and Table 3.10 in 
Chapter 3 above.

The sharp increases in the costs of imported fuel and spare 
parts for the vehicles used in transporting produce from 
the villages were of course two major factors behind the 
increase in transport costs reported in Table 4.6. However, 
reading Table 4.8, it appears that the cooperative unions

Table 4.6 Transport Costs of Crop Marketing,Tanzania 1966 - 1981, 
selected years and selected crops.

Cashewnuts (1) 
11

Two-Tier 
1975/76

Marketing System 
1978/79 1981/82

Three-Tier Marketing System 
1966/67 1969/70 1971/72 

cents/kg.
8.0
7.6

Note:
Transport costs of the
incurred. For the two-tier marketing system the actual costs are not readily 
available and hence only the estimated costs can be reported.

(1) = in current prices (2) = (1)/ National Consumer Price Index (NCPl).
*) grossly underestimated because the figure is based on estimated procurement 

of 60,580 tons whereas actual procurement was only 44,328 tons
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Administrative costs

An indication of changes in the administrative costs of 
crop marketing during the period from mid-1966 to the early 
1980s is given in Table 4.7.

were more efficient in organizing transport of produce than 
the crop authorities. There were several reasons for this. 
One reason was the fuller load the cooperative unions could 
secure on the vehicles used for the transport of produce 
from the villages. This higher load factor was achieved 
partly because the cooperative unions coordinated the tran­
sportation of all crops produced in an area, whereas the 
crop authorities only had the responsibility for the crop 
under their respective jurisdictions.

The main reason for the much sharper increase in transport 
costs of maize than for cashewnuts was primarily the change 
in the spatial pattern of maize production that developed 
during the 1970s.42) This change in the spatial pattern can 
be linked to the introduction of pan-territorial producer 
prices in the early 1970s. The background and the motiva­
tion for this change in the procedure for setting producer 
prices we have already commented upon in the previous 
section.

The cooperative unions also to a large extent coordinated 
the distribution of some consumer goods to the villages 
which naturally also helped to secure a higher load fac­
tor.41) Private transporters were also used to a much 
larger extent by the cooperative unions than the crop 
authorities and this probably not only secured a more 
speedy transportation of produce from the villages, but did 
so at a lower cost than the crop authorities were able to 
do.
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Crop Year:

Source: as Table 4*6 above.

Maize 
II

(l) = in current prices, (2) = (1)/ National Consumer Price Index (NCPI)
*) grossly underestimated because the figure is based on estimated procurement 

of 60,580 tons whereas actual procurement was only 44,328 tons.

(1) 1.4 1.2 1.5
(2) 1.6 1.3 1.6

5.3 4-2
5-5 4.0
1.6 1.5
1.7 1.4

1.6
1.5

na 
na

27.0
14.4

1981/82
CA

56.0*
12.6*38.3

15-3
36.7
8.3

Cashewnuts (1
II

Table 4.7 Administrative Costs of Cooperative Unions (CU), Marketing 
Boards (MB) and Crop Authorities (CA), Tanzania 1966 - 1981, 
selected years and selected crops.

1978/79 
CAMB 

cents/kg.
7.3
7.0

9.3 ’
3.7

1.4 3.6 2.1(2) 1.6 4.0 2.2

Reading Table 4.7 it should be observed that it is the 
combined costs of the cooperative unions and the marketing 
boards that must be compared with the costs of the crop 
authorities. It can then readily be seen that administra­
tive costs also increased sharply under the two-tier marke­
ting system. This sharp increase can partly be linked to 
differences in organizational structure. The crop authori­
ties, which were basically formed out of the organizational 
structure of the marketing boards, are highly centralized 
organizations. The cooperative unions by contrast were 
local organizations and hence they also had a much better 
knowledge of local circumstances, which probably helped

Note:
The administrative costs of the three-tier marketing system are the actual 
costs incurred. For the two-tier- marketing system the actual costs are not 
readily available and hence only the estimated costs can be reported.

Three-Tier Marketing System Two-Tier Marketing System 
1966/67 1969/70 1971/72 1975/76

CA
1966/67 1969/70 1971/72

CU MB CU MB CU
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4,4 Developments in Agricultural Export, Taxes

19781966 1968 19741970Crop _

them to make better decisions about crop marketing than the 
crop authorities have been able to do.

58.4
13.720.0

42.2
27.416.2

75.2
14.4
10.4

52.5
19.4
13.1

Coffee
Cotton 
Cashewnuts 
Sisal
Other crops
Total
Total shs.mil.
(a)

15.0 
100 
53
5.3

7.9 100
38

5.1

27.6
4.5
6.3
35.0
26.6 
100 
223
7.1

45.8*
25.7
6.921.4
0.1
100
254*
3.3

88.1 
3.0 
3.4 1.6 
3.9 100 
451 8.0

14.2
100

554.0

Sourcesi Computed from the statistics reported in URT The Bconomic Survey, various 
issues,URT/MDB,(l98l), Annex 12 Table 1.1; Chaliza,(l977) and Appendix 
Table B.8 below.

Another important factor that contributed in keeping the 
administrative costs of the cooperative unions lower than 
those of the crop authorities was that the cooperative 
unions in general were subject to much stricter annual 
accountability than the crop authorities have been. The 
audited accounts of the crop authorities have typically 
lagged three to four years behind the due dates of presen­
tation and for some crop authorities they have yet to be 
produced.^3) Naturally such a lax control system is not 
very conducive to the containment of administrative costs.

Export taxes in Tanzania are confined to only a few cash 
crops. This can be seen in Table 4.8 which shows changes in 
total export taxes by crop.

Table 4.8 Export Tax Revenue by Crop ,Tanzania 1966-198O, selected years.

1980

100
105
5.4

(a) n total export tax- in percenx of total tax revenue 
<) export tax on coffee was waived in the mid year

1972 1974 1976
% of Total Export Tax.

91.7
5.31.8
1.1
0.1
100
853
16.3
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The increase in export tax revenue came from two sources: 
(1) an increase in export prices, and (2) an increase in 
the tax rate. Up to the early 1970s a flat tax rate of so 
many shs. per ton was imposed on the export of such princi­
pal cash crops as coffee, cotton and sisal. Then a new tax 
system with a progressive ad valorem tax rate based on 
average export prices was introduced, thus severing the 
link between domestic producer prices of cash crops and 
world market prices.At the same time as this new tax 
rate structure was introduced, export prices started to 
rise, (see Appendix Table B.8), which in combination with 
the new tax system brought a substantial increase in export 
tax revenue.

In general, though, it seems from Table 4.8 that export 
taxes are not a primary source of government revenue. The 
structure of overall taxation has, however, changed consi-

Table 4.8 also shows that the export tax burden increased 
during the 1 970s. In 1 966 export taxes brought in 5.1 
percent of the government's total tax revenue. In 1976 by 
contrast export tax revenue brought in 16.3 percent of 
total tax revenue. The increase in the export tax burden 
was actually higher than indicated by this percentage in­
crease because the increase in export taxes was collected 
from a smaller export volume. (In Chapter 3 Table 3.1 we 
saw that the production of cash crops declined rather 
sharply during the 1970s.)

Reading Table 4.8 it is apparent that coffee was the prin­
cipal source of export tax revenue for the government. 
During the period 1966 - 1980 some 75 percent of all export 
tax revenue was collected from the export of coffee. This 
share we may contrast with the fact reported in Chapter 3 
Table 3.3 that less than 10 percent of peasants in Tanza­
nia produce coffee.
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derably in Tanzania during the post-colonial period and 
this change has had a considerable impact on domestic price 
levels.

This increase in the tax burden was primarily levelled on 
consumption in the form of a sales tax. The sales tax was 
introduced for the first time 1968/69» but by the mid-1970s 
sales taxes accounted for some 50 percent of all indirect 
taxes.**9) Indirect taxes have typically accounted for some 
2/3 of all tax revenue in Tanzania during the post-colonial 
period. This sales tax naturally also pushed up the consu­
mer price index that we reported on in Chapter 3 and with 
it prices of food crops in the traditional food market.

Thus the use of the tax instrument has on the one hand 
depressed producer prices of cash crops in the official 
market, but on the other hand it has pushed up the prices 
of food crops in the traditional food market since the 
latter prices follow overall price developments in the 
economy. The fact that the sales tax has a fairly narrow 
base has probably accentuated the increase in food crop

In 1966 export taxes and import duties together brought in 
some 45 percent of government revenue. In 1980 this figure 
was down to 12 percent.^5) This decline was partly due to a 
change in the composition of imports. Imports of consumer 
goods declined and since these goods had much higher import 
duties than machinery and raw materials which dominated the 
import volume in the 1970s, tax revenue collected from 
imports declined relatively to total imports.**6) in spite 
of this decline the overall tax burden increased. Between 
1 966/67 and 1 979/80 the ratio between total tax revenue and 
Net Domestic Product (NDP) at factor costs increased from 
11.8 percent to 20.2 percent.Yet the source of finance 
of government expenses to an increasing extent came from 
foreign sources?^
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M,5 Developments in the Exchange Rate

Changes in the world market prices in domestic currency in 
the case of coffee, cotton and cashewnuts are reported in 
Appendix Table B.8. Reading this table it is important to 
be aware that the exchange rate (e) in Tanzania during the 
1970s departed more and more from an equilibrium price as 
dictated by the forces of supply and demand for foreign 
exchange. The extent of this departure we shall briefly 
seek to examine in this section.

The exchange rate obviously has a major impact on producer 
prices of cash crops since the world market price of these 
crops in domestic currency is simply the product of the 
exchange rate (e) and the world market price (WP) in an 
internationally accepted currency unit. Changes in the 
world market price (WP) can as a rule be analysed as being 
exogenously determined since the Tanzanian supply is rela­
tively small in the world market. The exchange rate (e) on 
the other hand is set in Tanzania by the government.

It is generally argue that such a disequilibrium exchange 
rate will lead to changes in domestic relative prices. The 
domestic price of exportable goods relative to import com­
peting goods will fall over time.5D a rough comparison of 
the changes in the domestic price of exportables relative 
to import-competing goods and the changes in the world 
market prices of these goods in US dollars is reported in

prices. Presently some 50 percent of all sales tax revenue 
is collected from such 'luxury' goods as beer and ciga­
rettes. 50) in Chapter 5 we shall see that the sharp rise in 

the price of beer caused by the sharp increase in sales tax 
may have induced some substitution to local brewed beer 
which in turn may have pushed up the price of food grains 
in the traditional food market.
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together with the changes in the exchange

have

an

Table 4.9 row 8, 
rate (e).

Reading Table 4.9 row 8 it seems that the argument holds: 
the domestic price of exportable goods relative to import 
competing goods has apparently fallen quite rapidly and as 
a result the domestic price of exportables in terms of 
import-competing goods has departed further and further 
from world market prices.

index of the exchange rate (e) is 
of

In Table 4.9 row 9 
calculated that would have made the domestic price 
exportables relative to import-competing goods equal to the 
prevailing world market prices, treating world market 
prices and domestic import-competing good prices as given. 
Comparing row 1 to row 9 and invoking the PPP theory it 
seems that by the early 1 980s the exchange rate (e) was 
overvalued by roughly 50 percent, cf. row 10.

A general theory of exchange rate determination in a free 
market economy is the Purchasing Power Parity (PPP) theory. 
According to this theory the exchange rate is a mirror of 
the purchasing power of money in respective trading coun­
tries, meaning that when there is a change in the purcha­
sing power of money in one country, the exchange rate will 

to adjust in order to keep the relative price of 
imported and home produced goods equal in the trading 
countries.52)

The overvaluation of the exchange rate (e), indicated in 
Table 4.11 row 10, is of course a very crude approximation 
of the extent of disequilibrium in the foreign exchange 
market. In the literature one may find more refined methods 
proposed for estimating the shadow price of foreign ex­
change. A careful examination of these different approaches 
would take us outside the scope and intent of this section
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Year

e'

The ‘black market' price of foreign exchange is often used

Table 4.9 Price Indices of Exportable Goods, Import-Competing Goods and 
the Exchange Rate, Tanzania 1966 - 1981, selected years.

1970
100
100
100
100
100
100
100
100
100
0

1974
100
227
208
109
227’.
184
123
113
113
13

1976
85
219
170
129
258
332
78
60
51
40

1978
92
193
162
119
210
295
71
60
55
40

1966
100
93
94
99
93
100
93
94
94
6

1981
86

262
221
119 
304 
552
55
46
40
53

Sources: Computed from the statistics reported in Bank of Tanzania, (1982) Table 8; 
URT,(1982) Table UJURT/MDB, (1976,1983) Annex 1 Table 1.6 and Annex 
1 Table 1.4 respectivelyjUNCTAD,(1979) and m Appendix Table B.2 below.

I!(7)/(4)

e =
WPY
HP*

px’

and besides we would not be able to establish one sharply- 
determined shadow price for foreign exchange. The various 
approaches suggested in the literture for estimating the 
shadow price of foreign exchange would yield somewhat dif­
ferent results.

row
1. e

2. WPY
3. WP„
4. Wx/
5. Px
6.
7. Px/V
8. row
9. e'
10. (e - e‘)/e

index Bank of Tanzania's average annual selling rate US $/ T.shs.
= index of Tanzania's average annual export prices in US S per ton.

. = index of the international price of maize in US $ per ton.
= index of Tanzania's average annual export prices in T.shs. per ton.
= price index of import competing goods in T.shs. per ton: as a proxy to 

reflect the development m the domestic price of import competing goods 
the price of maize in the traditional food market is used.

= row (2)/(row (4) x row (6))
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4.6 Summary

The main

decline simply meant that an indirect 
system had been substituted for a direct tax system.

as a shortcut method of finding the real scarcity value of 
foreign exchange in an economy where it is believed that 
the official exchange rate deviates from the exchange rate 
which would have prevailed in the absence of government 
intervention in the foreign exchang market. In the early 
1980s it was reported that in Dar es Salaam the 'black 
market* price of foreign exchange was 3-4 times higher 
than the official exchange rate quoted by the Bank of 
Tanzania. The black market price is not, however, a very 
good proxy indicator of the real scarcity value of foreign 
exchange because very often this black market rate will 
reflect speculative pressures and the desire of some capi­
tal owners to get their capital out of a country.

Nevertheless, it seems clear enough from Table 4.9 row 10 
that the exchange rate (e) was deliberately overvalued in 
Tanzania during the latter half of the 1970s and early 
1980s. Consequently the agricultural sector was taxed much 
more indirectly through the overvaluation of the exchange 
rate than by the tax on cash crop exports as revealed in 
Table 4.5. The decline in tax revenue collected from the 
export and import trade reported in the previous section 
did not represent real decline in the tax burden on foreign 
trade. This decline simply meant that an indirect tax

aim of this chapter has been to establish the 
factors that have had a bearing on producer prices in the 
official market. These prices we have found are set admini­
stratively within a certain price system that contains 
three principal instruments: (1) the exchange rate, (2) 
export taxes, and (3) the marketing margins. The use of 
these instruments has had a direct and an indirect effect 
on producer prices. Direct because producer prices are the
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residuals after taxes and the marketing margins have been 
deducted from final sales prices, which in the case of cash 
crops are export prices and for food crops domestic consu­
mer prices.

In general export taxes were raised during the 1970s and 
the exchange rate was overvalued. This quite naturally had 
a depressing effect on cash crop prices. The taxation of 
agricultural exports via an overvalued exchange rate appa­
rently was substantially higher than the direct tax on cash 
crop exports.

This change in the marketing system seemed, however, prima­
rily to have been motivated by the objective of socializing 
agricultural production and not for securing improvments in 
the efficiency of the marketing system, and as a result 
marketing costs increased sharply following the introduc­
tion of the new marketing system. But, it was not only this 
objective that caused the abolition of the three-tier mar­
keting system in the mid-1970s. The many negative asess- 
ments of the three-tier marketing system made by research­
ers in the early 1970s probably also contributed to the

The third instrument, the marketing margin, which during 
the initial period covered in this chapter was set to meet 
the expenses of the marketing agents, developed quite dif­
ferently for different crops during the 1970s. For food 
crops produced in the peasant sector the marketing margin 
decreased, whereas for cash crops it increased for some but 
decreased for others. The decline in the marketing margin 
reflected a change in the procedure for setting producer 
prices. Instead of having the producer price residually 
determined the marketing margin became residually deter­
mined. The increase in the marketing margin on the other 
hand reflected increases in marketing costs following the 
change of the marketing system in the mid-1970s.
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abolition of the marketing system that had evolved since 
1932.

An important conclusion of this chapter is that, contrary 
to the general negative characterization of the three-tier 
marketing system with the cooperatives as 'exploitative 
middlemen', the cooperatives were not as inefficient as 
many researchers during the late 1960s and the early 1970s 
led the government to believe. The reorganization of the 
marketing system that followed these negative asessments, 
led to increases in marketing costs, and in addition it 
seems that the reorganizations of the system made peasants 
lose faith in the system which was supposed to serve them. 
Partly for this reason they took up production of food 
crops that could be sold in the traditional food market. 
The tonnage of produce marketed in the official marketing 
system consequently declined and thereby the viability of 
the system was undermined.

In addition to having a direct effect on producer prices, 
the instruments of the price system also had a direct 
bearing on the income and expenses of the marketing agents 
of the system. The income of the marketing agents declined 
not only because for some crops, notably food crops, the 
marketing margin was squeezed, but also because the tonnage 
of produce marketed in the official marketing system de­
clined. At the same time as the income of the marketing 
agents declined their expenses increased. Marketing costs 
increased due to reorganizations of the marketing system 
that were not able to prevent marketing costs from rising 
and since at the same time the tonnage of produce marketed 
in official marketing system decline this naturally caused 
an even steeper increase in marketing costs on a per units 
basis. This increase in turn put pressure on the government 
to raise the marketing margin with a consequent depressing 
effect on producer prices. However, the increase in the
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25.

26

grains,

27.

28. will furtherbethe

29.
loss of some shs.

30.

31 .

34.

32.
33.

obliged to register. Effectively the villages became 
muti-purpose cooperative societies.
For further discussion of the organization and manage­
ment of the Ujamaa villages see e.g. Boesen et al. 
(1977), McHenry (1979) and Hyd6n (1980).
The functions and organizations of the crop authori­
ties are well described in a number of reports pub­
lished by URT/MDB., see e.g. URT/MDB (1979b).
Several normal efficiency criteria were used as:(1) 
that the moisture evaporation on crops stored tempora­
rily in the villages should not exceed certain norms 
that varied for different crops: 4 percent for food 

but 0 for cotton: (2) the length of storage 
time that crops could temporarily be stored in the 
villages should not exeed 3 moths.
The National Bank of Commerce (NBC) was formed out of 
all foreign bank branches when these were 
nationalized following the passing of the Arusha 
Declaration in 1967. For an account of the development 
of financial institutions in Tanzania see e.g. 
Binhammer (1975).
This change in the tax system 
discussed in Section 4.5.
World Bank (1982) Table 3.2 shows that the crop 
authorities together made a loss of some shs. 680 
millions in 1980/81. This correspondens to some 25 
percent of the farm gate value of crops marketed.
A cooperative Development Department had been es­
tablished in 1951 to foster and promote cooperative 
development. This department was headed by a Com­
missioner of Cooperative Development. One of the prin­
cipal tasks of this department was to approve the 
marketing margin of the cooperatives. For further 
details of the functions of the Cooperative Develop­
ment Department see the sources cited in footnotes 1. 
The lagging income of peasants in the early 1960s is 
amply documented in many studies see e.g. Helleiner 
(1966) Table IV and V.
Livingstone (1971c), pp. 11 - 13.
For food grains the system of pan-territorial producer 
prices was abandoned in 1982/83. Presently prices of 
food grains are set somewhat higher in regions that 
are considered to have more favourable conditions for 
food grain production than in regions that do not have 
the same natural conditions for food grain production. 
Thus no consideration is given to transport costs in 
setting producer prices.
Ellis (1980) p. 21 reports that the NMC made substan-
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analysed inwill be

37.

38.

39. cited

40.

41 .

42.

43.

35.
36.

tial losses on its trade in non-preferred food grains 
because these crops had to be exported at losses in 
order to free storage space.
See Table 3.2 in Chapter 3.
The export and import trade 
Chapter 6.
See e.g. URT (1 976), vol.I.p 5, and URT/KILIMO ( 1983), 
p. 2.
Within a period of some 5 years following independence 
some 1 000 new cooperative societies were formed, see 
Table 4.1.
A frequently cited assessment of the cooperatives in 
Tanzania made by Saul (1970) reads as follows: 
'Rather than cooperation being necessary for socia­
lism, socialism may be necessary for cooperation.' 
Saul reaches this conclusion because he finds that 
cooperatives are mismanaged by the 'rich' peasants who 
use the cooperatives to enhance their own welfare. It 
appears, however, that Saul in his analysis has fo­
cused too much on the unsuccessful cooperatives. Cer­
tainly some mismanagement did occur in cooperative 
societies because 'rich' peasants misused their posi­
tion as elected leaders of the cooperatives. But 
'rich' peasants equally helped to secure some well­
managed cooperative societies as Tables 4.5a and 4.5b 
demonstrate.
The stipulated marketing margin of the Ujamaa village 
has been kept constant at 10 cents per kg. produce 
assembled since 1975. Deflating this stipulated marke­
ting margin by the National Consumer price index 
(NCPI) for 1981 which has a value of 443.7 with 1970 = 
100, shows that the stipulated marketing margin for 
the Ujamaavillages for 1981 in real terms only is 2.25 
cents per kg. produce assembled. This is substantially 
lower than the stipulated marketing margin of the 
cooperative societies.
By the end of the 1960s cooperative trade in basic 
consumer goods was of equal importance to cooperative 
crop marketing.
The changes in spatial patterns of maize production 
will be discussed further in Chapter 5.
See e.g. URT/MDB (1979b).
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44.

Coffee Arabic Coffee Robusta Sisal Cotton-Lint

a) shs. b) shs./kg.*000 per ton.

45.

48.

46.
47.

49.
50.

0
12.5
25.0
35.0
45.0
55.0
60.0

0
12.5 
25.0 
35.0 
45.0
55.0 
60.0

0
15
25
45
60

0 
10 
25 
35 
45

Price®) Tax % 
<3 
3-6
6- 7
7- 8
8- 9
9- 10 
>10

Price®) Tax % 
<6 
6-10
10- 11
11- 12
12- 13
13- 14 

>14

Priceb) Tax ? 
<8 
8-10

10- 11
11- 12 

>12

Chaliza (1977) reports the export tax rates for prin­
cipal cash crops in the mid 1 970s were as follows.

Price®) Tax % 
<2.5
2.5- 2.7 
2.7-3.5
3.5- 5.5 

>5.5

Cashewnuts export tax 10 percent of average export 
price. Copra, Tea and Cardemon export tax 5 percent 
of their respective average export price.

In 1966/67 total tax revenue amounted to shs. 740 
millions of which import duties totalled shs. 297 
millions i.e. 40 percent of total tax revenue. In 
1980/81 total tax revenues collected were shs. 7729 
millions of which import duties accounted for only 8.8 
percent. During the same period import duties in per­
cent of total import value declined from 22.9 percent 
to 6.8 percent. Source: Estimated from URT The Economy 
Survey, various issues.
Ibid.
Estimated from URT, The Economic Survey, various is­
sues. These percentage figures corraborate quite well 
with Huang’s finding from 1973- Based on the 1969 
household budget survey, Huang (1973) estimated the 
overall tax burden to be equal to 18 percent of aver­
age per capita income in 1971.
URT/TAKWIMU (1973) Table P.2 shows that for the finan­
cial year 1969/70 some 20 percent of the governments's 
development budget was financed from external sources. 
In 1981/82 the corresponding figure was 58.8 percent, 
see URT (1981) Table 20. World Bank (1981) Table 4.3 
shows that gross aid disbursement i.e. loans and 
grants, increased from US dollar 46,9 million in 1970 
to US dollar 460,9 millions in 1 979. The grant pro­
portion of these disbursements has at the same time 
increased from 13.2 percent to 69.7 percent.
URT The Economic Survey, various issues. 
Sepehri (1982).
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51.
52.

See e.g. Krueger (1982b).
An account of this theory is provided in most standard 
textbooks on macroeconomics, see e.g. Dornbusch and 
Fischer (1978) pp. 644-648.
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CHAPTER 5: THE FOOD MARKETS

going into

At this juncture it must, however, be stressed that since 
neither production nor consumption of food crops have ever 
been measured properly the author’s study can only present 
some crude estimates of the main trends.

We shall in this chapter examine the functioning of the 
official and the traditional food markets in order to 
analyse the main price trends in these markets. Together 
with our analysis of the developments in producer prices 
for the official market which was given in Chapter 4, we 
should thus get a fairly thorough picture of the develop­
ment of the relative price between cash crops and food 
crops and of the forces behind this development. The trend 
in this relative price which has been very strongly to the 
advantage of food crops, as we found in Chapter 3» has been 
a decisive factor behind the recent switch in peasant 
production from cash crops to food crops.

The content of this chapter is presented as follows. Before 
a description and analysis of the two food 

markets we shall provide in Section 5.1 a rough picture of 
the consumption patterns of rural and urban households. 
Accounts of food crop trading in the official market and in

The development of the production of food crops we have 
already established in Chapter 3. In this chapter therefore 
we shall focus on trade and consumption. We shall, however, 
confine our discussion to food grains as it is relatively 
difficult to obtain data for all the other food products. 
Furthermore, as can be seen from Appendix Table A.3, food 
grains greatly dominate food crop production statistics in 
the peasant sector. Developments in the marketed surplus of 
food grains we therefore interpret as indicative of deve­
lopments in the marketed surplus of food crops in general.
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5,1 Food Crop Consumption Pattern

con-

tw o

the traditional food market will be given in Section 5.2 
and Section 5.3 respectively. The aims of these two sec­
tions are to seek to establish the order of magnitude of 
trade in the two markets, and to provide the necessary 
background information for our analysis of price determina­
tion in the traditional food market.

An analysis of supply and demand relationships for food is 
undertaken in Section 5.4. We seek here to clarify the main 
factors behind the development of food crop prices in the 
traditional food market. In Section 5.5, finally, we seek 
to offer an assessment of developments in the marketed 
surplus of food grains produced in the peasant sector.

Two comprehensive household budget surveys have been 
ducted in Tanzania, one in 1969 and one in 1976/77. The 
salient features of consumption according to these 
surveys are summarized and reported, in Table 5.1.

The consumption basket of food in Tanzania apparently con­
sists of quite a broad variety of goods, of which only 
cereals and sugar are scheduled crops. It is important to 
note this because from the general reportage on Tanzanian 
affairs one may easily get the impression that all trade in 
food is controlled by the state. As Table 5.1 shows, this 
is not the case. Non-scheduled food constitutes a lager 
share of total food consumption expenditure than scheduled 
food crops.
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Total Food and Drinks 
Cereals 
Starches 
Sugar and Sweets 
Pulses 
Nuts 
Vegetables 
Fruits 
Meat,Fish,Eggs and Milk 
Other Foods

20.6
100
1701
378

Table *j.1 Hural and Urban Household (hh) Consumption Patterns, 
Tanzania 1969 and 1976/77.

36.5 
100 
6293 
1398

19.7 
100 
8665 
1693

51.2
16.5
3.7
3.8
3.1
1.5
3.4
1.2
12.8
5.2
9.4
8.9
10.7

b3.6
17.4
8.3
1.7
2.4
1.4 
3-0 
1.0

11.4 
7.0
b.i
9.7 
7.9

6.6 
100 
5249
905

32.8 
9-5 
1.4 
1.9 1.1 
1.1 
2.3 
1.0 
8.0 
6.5
11.4 
6.6 
12.4

For cereals a distinction is commonly made between pre­
ferred and non-preferred food grains. Preferred food grains 
in Tanzania are maize, rice and wheat. Non-preferred food 
grains are sorghum, millet and some other minor food 
grains. Per capita consumption of these principal food 
crops, as revealed by the two surveys, is reported in Table 
5.2.

1976/77
Rural Urban

Housing
Clothing
Miscellaneous
Non-consumption money outlay i.e. 
taxes and savings
Total
Average Total Expenditure shs./hh.

" " ” shs./capita

Sources: URT/TAKWIMU,(1972) Appendix 8J:1 and 16J: 1; and URT/TAKWIMU,(1984) 
Table 3A.1 - 3A.2.

1969
Rural Urban

h of Total Expenditure

70.4
28.1
10.9
2.4
8.6
1.1
3.9 
1.0 

10.6
3.6

5-1 
13.1
4.8

From Table 5.2 it is clear that maize is the principal food 
crop consumed in both urban and rural areas. In general, 
though, Table 5.2 seems to reveal more differences in 
consumption patterns between urban and rural areas than 
common features. In rural areas cooking bananas is the 
second most important source of food followed by non­
preferred food grains and cassava. The ranking of these
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kg.per person per year.*

consumption has been

extraction rate of 65 percent

Sources: Computed from Cook,(1984) Appendix B Table 1 and URT/TAKWIMU,(1972,1984)•

Urban (U) and Rural (R) Consumption Expenditure by Major Food Crops.Table 5.J

R R

1

5 28

Source: Compute 3 frva tfC/rWIIJtU (1984), Tables 3A.1-3A.2.

14 34
35 24

86
90

111
117
106
111
108
76
55

23
43
39
47
47
53

72 
41 
47 
47 
3236 
21
4 

17

3 
4 8 
10 
15 
15 33 
29

663 962 
870 
990 1262 

147.3 
1116 
1G6J, 
1719

472
* ^3 
857 

1238 
:>23 
1<97 
26% 
4<X8 
95^

18.2
54.2 

5-2 
8.8 
7.1
1.7

94.1 
0-9

24.6
25.2
11.2
37.2
58.9
0.3
4.6

15.3 
0.9

38.2
6.2
7.6

19.6
4.8 
9-6 
7.8
1.8

106.7
0.8

11.3
11.8
17.6
75.6

101.6
0.1
0.8
0.5

27.6
96.2
19.9
18.2
28.5
29.6
28.3
22.7

5-6

103.6
0.5

25.9
26.2
10.7
49.2
73.8
0.9
1.8

14.6
10.1
43.1
12.9
8.7

10.7
10.8
13.8
10.6
3.1

a)

8 
11 
23 
45 74 82 

65 107 
92 131 
112 123

154178
145160
183
175
133
112
145
CVA

Preferred Cereals 
Paddy 
Rice 
Paddy and Rice 
Maize,grain

Total 
U

Wheat
U R

1976/77
Rural Urban

71.4
2.2
4.3 
5*7

37.6
Maize,flour . x 25.1
Maize, grain and flour ' 65.5
Wheat,grain 1.1
Wheat,flour 0.3
Wheat derived products (bread) 0.8

Kon-Preferred Cereals 17-6
Starches 108.2

Cassava 30.6
Sweet Potatoes
Plantain (Cooking Bananas)
Other Starches 

Pulses
Beans,mixed
Other pulsee

•) In the source total consumption is given . Here total 
converted to kg. per capita based on the number of households, and number of 
persons per households as reported in URT/TAKW1MU, (1972,1984) respectively.

a) paddy converted to rice equivalent by assuming an <_ ______ 'Z _
in the milling of paddy

b) maize flour converted to gram equivalent by assuming an extraction rate of 
90 percent in rural areas and 78 percent in urban areas in maize milling

Beans 
U R

Table 5*2 Rural and Urban Staple Food Consumption Patterns , 
Tanzania 1969 and 1976/77.

Expenditure Group 
>000 she. 
hh./year

< 0-99 
1.0- 1.99 
2.0- 3.99 
4.0- 5-99
6.9- 7.99
8.0- 9.99 
10.0-24.99 
25.0-39.99> 40.'Z,
KF-'k. fv,'. Grains

8 14 68 
1 21 21 80

23 21 16 28 33 50
14 11 19 31 39 51
9 13 13 58 52 58
9 15 18 72 43 42
12 17 20 50 53 45
9 13 24 68 45 535 5 28 5 29 82

22 
35 46 
74 
100 
115 
142 
162 
136 
« Cassava SNA - Bananas

Rice Wheat MPG U R U R U 
shs. per person per year. 

4 100 
71 
22 
5 
3 2 
3 
5 
4

BNA 
U R

Maize 
U R

CVA 
U R

1969 
Rural Urban
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coun-

(5.1) qij =

Equation 5.1 has the advantage that q^ will increase/ de­

An indication of the income effect on consumption of major 
food crops is reported in Table 5.3.

crops varies considerably in different parts of the 
try. In urban areas it seems that it is rice and wheat that 
are the principal food crops consumed next to maize.

Crude measurements of the expenditure elasticities can be 
derived from Table 5.3 by fitting an equation of the fol­
lowing form.

ea bYj]

Judging the accuracy of the consumption patterns reported 
in Table 5.2 is very difficult. Rural consumption of pre­
ferred food grains for 1976/77 might be on the high side. A 
rule of thumb on rural food grain requirements in Tanzania 
reads as follows: *A bag of food grains per household 
member per year.’"') A bag contains 90 kg. For 1969 the sum 
of preferred and non-preferred food grains adds up to 89 
kg. which would seeems to lend some support for the 1969 
figures. On. the other hand urban consumption of wheat is 
almost certainly underestimated for 1976/77, even though 
urban consumption of wheat is substantially higher than for 
rural areas. The per capita consumption of wheat reported 
implies a total consumption of wheat of some 30 000 tons 
and yet, as we shortly shall see, in that year NMC sold a 
total of 68,700 tons.

where q is equal to the expenditure om crop i, i = maize, 
rice etc., j = 1 ... n expenditure group, Y is equal to 
total expenditure, a and b are the two coefficient to be 
estimated using the ordinary least squares technique, and e 
is the irrational number (e).
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is also clearly

(16.2)
(5.76)
(2.73)
(5-90)
(3.73)

Table 5«4 Expenditure Elasticity of Major Food Crops in Urban and Hural Areas, 
Tanzania, 1976/77-

The expenditure elasticity of equation 5.1 is simply equal 
to b/Y. In Table 5.4 the expenditure elasticity of major 
food crops consumed in Tanzania obtained by fitting equa­
tion 5.1 to the data in Table 5.3 is reported for average 
values of Y. The average values of Y are reported in Table 
5.1.

Urban
-0.05 (0.60)*
0.60 (14.3)

0.90

-1.15
-0.36

1.05
0.32

Hural
0.05 (0.20)*
1.51 (3.51)
2.47 (2.64)

-1.51 (1.30)*
-1.77 (3.68)
0.92 (0.66)*

-0.11 (0.28)*

crease towards the asymptotic level ea when Y increases 
indefinitely. This is an important property because con­
sumption of food crops is in general observed to exhibit an 
asymptotic level.2) This asymptotic level 
discernable in Table 5.3

Crop
Maize 
nice 
jiheat
Non-?ref. Grains
Cassava
Banana
Beans
«) statistically insignificant at the 2.5 percent significance level
Motet The figures in the parentheses are the t-statistic values of the estimated 

coefficient b obtained in fitting equation 5*1.

The accuracy of the data base in Table 5.3 can of course be 
questioned. Nevertheless the picture of the consumption 
pattern as revealed in Table 5.4 is probably fairly realis­
tic. 3) The reason for the much higher statistical signi­
ficance of the elasticity coefficients estimated for urban 
areas is of course simply that in urban areas there is no 
subsistence consumption whereas the bulk of food con­
sumption in rural areas is consumption of own-produced
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output.

5.2 Food Crop Trading in the Official .Market

Official trading in food crops was first taken up during 
the Second World War. -In Chapter 2 we learned that food 
grain production was greatly encourgaed during the Second 
World War. At the same time as production was encouraged 
the government also organized a Cereal Pool for the procu-

A high expenditure elasticity also indicates that the own 
price elasticity of demand is quite high.2*) The low expen­
diture elasticity for maize thus indicates that the own 
price elasticity of demand for maize is probably also very 
low. In fact maize does not appear to qualify for classifi­
cation as a preferred food grain since its income elastici­
ty may be negative and thus maize should instead be classi­
fied as an inferior good according to standard classifica­
tion criteria used in economic analysis.

The preferred food grains, clearly, are wheat and rice. 
Non-preferred food grains and cassava are less desired by 
consumers in Tanzania than wheat, rice, banana and beans. 
Cassava and non-preferred food grains are also chiefly 
produced as subsistence food crops primarily because these 
crops are not only more drought resistant than the other 
food crops listed in Table 5.4, but also because these 
crops are much more easily stored on the farm. Storage 
losses are a serious problem for peasant households. A crop 
like cassava can however be left in the ground virtually up 
to the time when it is needed for consumption purposes and 
thus there is no storage problem. Unfortunately the nutri­
tional quality of cassava is inferior to that of the other 
food crops listed. Poor quality cassava also contains a 
dangerous toxic substance that is found to have crippled 
many poor rural people.5)
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The official food marketing system was reestablished in 
1963 when the National Agricultural Produce Board (NAPB) 
was formed. The objectives of this marketing board were 
stated to be essentially the same as those of the Grain 
Storage Department. But, it was also held that by partici­
pating in trade the NAPB would contribute to agricultural 
CU13 economic development and towards the eradication of 
exploitative middlemen traders.^

NAPB was granted a monopoly right on all trade in cashew­
nuts, oil-seed crops and preferred grains i.e. maize, rice 
and wheat. During the first years of trading the NAPB 
seemed to be fairly successful. The main reason for this 
prosperity was that cashewnut production grew very rapidly 
in the early 1960s and with increased trading volume this

The Grains Storage Department was fairly successful during 
the initial years of trading and reported a profit on its 
trading. However, in the mid-1950s, after a bumper harvest 
maize had to be exported at great losses, the government 
dissolved the organization in 1957.During the period 
1957-1963 there was no official market in food crops. All 
trade in food crops was conducted in the traditional food 
market.

rement and sales of food grains in all East African colo- 
nies/protectorates.6) When the war ended this Cereal Pool 

was decentralized and an official food crop trading organi­
zation was set up in each of the three East African colo- 
nies/protectorates. The Grain Storage Department was set up 
in Tanzania in 1949. The objectives of this trading organi­
zation were listed as follows: (1) to provide producers of 
staple foodstuffs with an assured market, (2) to provide 
storage facilities, (3) to ensure orderly marketing of 
staple foodstuffs, and (4) to build up inventories in good 
seasons to meet shortages in poor seasons.
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No real trend in the purchases of food crops can be di­
scerned from Table 5.5. The most important features to be 
noted are the steep fluctuations in the purchases of food 
crops produced in the peasant sector. We shall seek to 
establish the causes of these fluctuations in Section 5.4 
where the supply and demand relationships for food will be 
analysed.

The major food grain producing regions in Tanzania are 
Arusha, Kilimanjaro, Dodoma and Iringa Region. During the 
1960s and the early 1970s these four regions provided some 
80 percent of all food grain-purchases, ad reported in 
Table 5.4."'2) The spatial pattern of food production, how­
ever, changed considerably during the 1970s primarily as a

made it fairly easy for the NAPB to absorb marketing costs 
which also rose very rapidly.9) It appears however that the 

exploitative nature of the food market was not eradicated 
by the establishment of the NAPB at least not judging by 
the peasants' evaluation of the three-tier marketing system 
that we have commented upon in Chapter 4. NAPB also made 
substantial losses on food crop trading when again after a 
bumper harvest maize had to be exported at losses/

In 1972/73 the NAPB was dissolved when steps were taken to 
reorganize the official marketing system. The trading ope­
rations of the NAPB were taken over by three new organiza­
tions. Cashewnut trading was taken over by Cashewnut Autho­
rity of Tanzania (CATA), oil-seed trading by the General 
Agricultural Products Exports (GAPEX) and food crop trading 
by the National Milling Corportation (NMC)J^ At the same 

time the list of scheduled food crops was extended to 
include cassava, sorghum and millet. Later the bean crops 
were added to the list. Statistics showing developments in 
the NAPB’s and the NMC's domestic trading in food crops are 
reported in Table 5.5.
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SAL PCHPCH

t

Sources: (5degaard,(l974) and URT/MDB,Agricultural Price Review, various issues.

Table 5 >6 Net Import/ (Export) of Preferred Food Grains 1950- - 1980 •
Wheat Maize Wheat

Year

5-7)
(

Table 3;

Crop
Year

Crop
Year

1950
1951
1952 
1953* 
1954*
1955
1956
1957
1958
1959
1960
1961* 
1962* 
1963

( 6.2)
(44.4)
62.3
68.9
26.9

85.9 
84.7 
87.1 
75-6 
79-8 
104.5 
123.4 
116.6 
160.0 
143.4 
175.0 
192.6 
145-4 
132.8 
109.0 
145.0 
224.7 
258.4

20.7 
30.1 
29.5 
28.0 
33.1 
27.6 
21.0 
43.0 
56.7
46.8 
27.9 
14.4 
24.5 
27.1 
35.3 
28.8 
26.6 
27.9

( 8.7) 
( 1.4)

8.3)
(43.3) 
46.9
(53.4)
92.3
78.9
183.6
317.6
106.5
41.6
34.3

14.0
18.9
17.8
17.4
20.2
36.9
63.8
44.2
7-5

40.3
58.3
79.4
48.6

Wheat
PCH !

na 
na 
57.2 
57.1 
57.3
66.4 
66.7
69.9 
71.6 
na
na 
62.8 
60.3
68.7 
88.0 
95.1 
58.1
45.1

na 
na
47.5
50.3
59.4
68.9
78.6
81.8
84.2 
na 
na
66.0
53.4
80.5

4.8
1.1 
1.6
2.9 
1.0 
4-7 
7.1 
14.6 
17.8 
24.0 
24.4 
30.6
19.2

0.9 
4.1 
4.4 
5.1 

21.0 
70.3 
98.5
37.5 
20.8

na 
na 
21.6 
32.1 
13.6 
36.7 
35.7 
11.6 
49.58.2 
35-8 
109.6 
60.2 
33.6 
40.5 
61.3 
32.5 
48.7

Table 5.5 NAPB's and NMC’s Domestic Purchases (PCH) and Sales (SAL) of 

Food Crops 1963/64 - 1980/81.

Sources: Kriesel,et al. (1970) Tables 4 - 6j World Bank (1977) Annex VI.
Uffi/MDB>Agricultural Price Review , various issues.

Rice 
*000 tons.

( 22.6)

. 4.2) 
(10.2) 
23.0 
63.0
20.8
5.3

48.1 
41.2 
54.7 
62.2

Maize 
t SAL

44-2 
2.7 

( 8.5)
53.8 
19.0 

(87.7) 
(108.1) 1.7

3.7 
0.9 
2.1 
1.7 
2.1 
2.1 
2.2

na
( 2.2)
14.7
1.4
3.8

Sorghum Cassava Beans 
and PCH (mixed) 
nin.t pcH

PCH 

1 t 
non-scheduled crops

1963/64 
64/65 
65/66 
66/67 
67/68 
68/69 
69/70 
70/71 
71/72 
72/73 
73/74 
74/75 
75/76 
76/77 
77/78 
78/79 
79/80 
80/81

1963/64 
64/65 
65/66 
66/67 
67/68 
68/69 
69/70 
70/71 
71/72 
72/73 
73/74* 
74/75* 
75/76 
76/77 
77/78 
78/79 
79/80 
8O/81

108.9
87.1 
70-0 

112.9
104.3
127.5
54.1 

185.O 
43.0

104.9
73.8 
23-9
91.1

127.5
213.2
220.4
161.5
104.6

np= no purchases

np 
np 
44.0 
46.0 
41.0 
45-6 
59-8 
93.5 
68.6 
73.1 
59-6 
22.6 
18.5 
22.5 
54.0 114.8
52.3 114.8 
46.5 82.6
20.3 123.1

na- no figures are readily available

Calendar Maize Rice 
*000 tons. 

2-9 
1.2 
0.5 
0.1 
0.7 
0.7

32.5
274.6

•) years with severe drought in Central Region
Mote: The figures here reported contain both commercial and non—conunercial import.

Paddy/Rice
PCH SAL

* 000 tons.
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result of the introduction of a system with pan-territorial 
producer prices. The motive for the introduction of pan­
territorial producer prices and the extension of the list 
of scheduled crops we have already commented on in Chapter 
4. The change in the spatial pattern of food crop produc­
tion had the effect that two new major food grain producing 
regions emerged.

Reading Table 5.6 another important observation to be made 
is that the statistics reported contain both commercial and 
non-commercial imports. Non-commercial imports i.e. food 
aid, are not new in Tanzania. In the colonial period

The difference between domestic purchases (PCH) and sales 
(SAL) reported in Table 5.5 is made up of net imports/(ex- 
ports) and/or changes in the holding of stocks. Changes in 
the net imports/Cexports) of preferred food grains during 
the period 1950-1980 are reported in Table 5.6. From this 
table it seems that domestic production of food crops went 
down during the 1970s since imports increased. In the 
course of this chapter we shall seek to show that this 
increase in the import of food grains was probably not 
caused by a decline in food production in the peasant 
sector, rather it was due to: (1) an alteration in the 
pattern of trade in the official market and the traditional 
food market, and (2) a decline in wheat production in the 
large-scale farming sector.

These two new regions were Ruvuma and Rukwa. Presently 
these two regions provide the NMC with some 25-30 percent 
of all domestically-produced maize, whereas at the time 
when the NAPB was buying these two regions only supplied 
some 2-3 percent. 13) But, since these two regions are 

located much futher away from major centres of urban de­
mand, this, as we saw in Chapter 4 Table 4.7, greatly added 
to the transport costs of maize marketing.
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Sales in the official marketing system are to a large 
extent a reflection of urban demand. During the latter half 
of the 1970s it seems that the official marketing system 
developed more and more to cater for demand in Dar es /
Salaam. An indication of this development can be seen in 
Table 5.8 where the NMC's sales of food grains in Dar es 
Salaam and other areas are contrasted. According to this 
table it seems that in the mid-1970s per capita sales in

drought had on several occasions necessitated the distribu­
tion of free food as famine relief in the Central Region, 
(now Dodoma Region). It seems that at least once every 
decade drought has necessitated the distribution of free 
food as famine relief in Dodoma Region. For the period 
covered in Table 5.6 Clarke Brooke reports the following 
tonnages distributed free as famine relief: 18400 tons of 
maize in 1953/54 and 63400 tons of maize in 1961/62 J *0 In 

1973/74 and 1974/75 free food was also distributed in 
Dodoma Region, but unfortunately the figures on tonnage 
distributed are not readily available.

Until the mid-1970s practically all food aid receipts were 
of maize that was distributed free as famine relief. Under 
the US PL 480 food aid programme a total of 88100 tons of 
maize was received in 1961/62 and most of this was distri­
buted as famine relief in Dodoma Region. Changes in non­
commercial food grain imports during the latter half of the 
1 970s are reported in Table 5.7. The important point to 
observe in this table is that maize was no longer the 
principal food crop received. It was wheat instead. Non­
commercial imports of wheat accounted for some 90 percent 
of total (i.e. commercial plus non-commercial wheat im­
ports) during the period 1975-1980 and this total repre­
sented some 160 percent of domestic production. By contrast 
total imports of maize amounted to only 4.6 percent of 
estimated domestic production during the same period.
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Table 5.7 Non-Commercial Importsof Preferred Food Grains,Tanzania 1975-198O.

Maize Total

1980/81 86.5

commercial import ( i.e food aid) in percent of total import

: URT/MDB (1981a) Annex 1,Tables 2.3,3-4 and 4.4.Source

Table

DsM BsM
(a)

Rice
' 000

Crop
Year

Crop
Year

21.6
20.2
50.1
51.0

176.0 
147.2 
156.0 
178.8
201.8 
190.0 
197.7

80 
120 
140 
189 
228 
228 
186

88.6
82.1
96.3

122.3
152.8
157.8
180.2

72.7
40.6
96.4
65.7
82.6

242.1

Total 
shs.
mil.
88.4
48.0

122.6
118.6
230.8
462.4

Sum
(a)
(b)

194.0 
128-7 
127.0
116.4
123.2 
118.9 
162.4

(c)
$

12.2
9-8

23.6
29.5
30.6
43.6

27.0
7.0

34.3

5.8 NMC's Total Sales of Food Grains m Dar es Salaam (DsM) and 
Other Areas, Tanzania 1975 - 1980.

Other 
Areas 

1000 tons.

Wheat
tons. “

45.7
38.6
40.5
45.5
32.5
48.7

Other 
Areas 

kg./per son

246.5
89.1 %

162.6 %

154.8
31.6 %
4.6 %

142.9
61.5 %
17.6 %

1975/76 
1976/77 
1977/78 
1978/79
1979/80

1974/75 
1975/76 
1976/77 
Wl/lb 
1978/79 
^9'19/tio 
1980/81 
(a) = kg.

198.6
122.0
115.5
94.6
92.7
83.3

105.8
per person sales in DsM in percent of kg. per person sales in 

Other Areas
Note:
In order to estimate per capita sales in other areas it has been assumed that 
the Other Areas category is the same as Other Urban Areas. Per capita sales in 
DsM and Other Urban Areas have been estimated based on the population census of 
1978,which reported DsM's population at 758.3 thousand and Other Urban Areas to 
1328.6 thousand. The latter figure includes the population of district towns. 
Population in years other than 1978 has been estimated by simple projections 
using the growth rate in urban population reported in Table 1.2 in Chapter 1.
Source: URT/MDB (1981a),Annex 1, Tables 2.3,3.2 and 4.1.

(a) =« non < * ’
(b) = total import in percent of estimated domestic production for the

period 1975 - 1980
(c) => total food aid value in percent of total food imports
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5.3 Food Cfqp Trading in the Traditional Food Market

Dar es Salaam and other (urban) areas were roughly equal, 
but after that per capita sales in Dar es Salaam increased 

whereas per capita sales in other urban areas declined.

This development is an indication that a substantial excess 
demand developed in the official market. The development 
can partly be linked to the price policy pursued. In Chap­
ter 4 we saw that the consumer prices of food crops in the 
official market were kept very low. In fact during the 
1970s consumer prices in real terms declined. At the same 
time producer prices in the official market lagged behind 
price changes in the traditional food market. The result 
was that the government was unable to procure enough food 
grain to meet demand. Demand in the official market was 
more and more, during the latter half of the 1970s and the 
early 1980s, met through rationing and long queues. Those 
who failed to obtain their food requirements in the offici­
al market were forced to seek their food in the traditional 
food market.

In practically every village and in all towns in Tanzania 
there is a central market place where free market trade in 
food crops has taken place for a long time. At present non- 
sceduled crops such as starches, pulses, fruits and vege­
tables are being traded in the these market places. Other 
types of cheap foods such as dried fish, which is a major 
source of protein in the diet of many Tanzanians, are also 
commonly sold at these market places. Cheap household uten­
sils and some handicrafts are also sold. In a village there 
is usually only one market place, but in the larger towns 
one can find several such market places where free trade is 
conducted. In the village the peasant or his family member 
will often offer his food crop for sale himself, but in 
urban areas individual traders opperate.
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The prices at which scheduled food crops are being sold in 
these markets are in general substantially higher than the 
officially set consumer prices for scheduled food crops. In 
Table 5.9 the development in the official consumer price of 
maize and the average price at which maize has been traded 
at some of the major market places is contrasted.

At these markets trade in scheduled food crops also takes 
place. Some of this trade is illegal, but not all. It is 
not illegal for a peasant to sell a scheduled food crop to 
another person when it is for private consumption. It is, 
however, illegal for a trader to buy scheduled food crops 
from peasants for sale. In practice it is difficult to 
distinguish between these two forms of trade and as a 
result a considerable volume of scheduled food crops is 
being sold in these markets as well.

In general, trade at these market places increased conside­
rably during the 1970s although the statistics on trade are 
scanty.15) At the wholesale market in Dar es Salaam the 

volume of non-scheduled food crops traded increased from 
14300 tons in 1973 to 43000 tons in 1980.1 6) This corres­
ponded to an annual average growth rate of some 25-30 
percent which was substantially higher than the population 
growth rate for Dar es Salaam. Similar trade increases were 
observed at all major market places in Tanzania.

From Table 5.9 it seems clear that the price of maize in 
the traditional food market was substantially higher than 
the officially set consumer price of maize during the 
latter half of the 1 970s and the early 1980s. Time series 
statistics on changes in producer prices of maize in the 
traditional food market are not available. Some observa­
tions of producer prices of maize have, however, been made. 
These show that producer prices of maize were substantially
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250125

169 95
consumer
consumer

Sources: Appendix Table B.2 and B.9 below.

This development is obviously caused by shortages of supply 
in the official market which cause the consumer to buy his

175
292
67

175
314
79

175
260
49

80
78
- 3

80
88
10

80
96
20

80
98
23

175
182
4

175
162
-7

Year:
(1)
(2)
(3)
(1) «
(2) -

higher than the official producer prices.

In a study of the maize market in the early 1970s Peter 
Temu found it reasonable to assume that twice as much maize 
was traded in the traditional food market as in the offi­
cial food marketing system.1 8) it would appear that trade 
in scheduled food crops in the traditional food market 
increased quite considerably during the latter half of the 
1970s and the early 1980s. For the 1983/84 crop year 
URT/MDB estimated that only some 25 percent of the marketed 
surplus of maize was being sold in the official marketing 
system.1

Naturally there are no statistics available that can show 
what volume of scheduled food crops is sold in the tradi­
tional food marketing system, but it seems that it is much 
more than that traded in the official market.

Table 5.9 Consumer Price of Maize in the Official Market and the Traditional 
Food Market, Tanzania 1968 - 1981.

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
80
86
8

125
292 336 486
134

125 
108 
-14

price of the Official Market cents per kg.
price of the Traditional Food Market cents per kg. The lower 

price in the Traditional Food Market reported for some years is probably 
due to reporting error in the official statistics.

(3) - ((2) -(1))/(!) in percent.
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We cannot deal explicitly with all these differences and

5.4 Price Formation and Quantities Supplied and Demanded in 
the Two Markets.

food requirements in the traditional food market, which in 
turn forces an upward movement In the price in the tradi­
tional food market. The deterioration in the efficiency of 
the official marketing system has also contributed to the 
stimulation of increased trading in the traditional food 
market.

In Chapter 4 we saw that a combination of increases in 
marketing costs and the taxation policy caused producer 
prices in the official market to be depressed. Increases in 
marketing costs also from time to time enforced changes in 
the official marketing system and these changes probably 
also contributed in undermining peasant trust in the offi­
cial marketing system. The strained liquidity position of 
the crop authorities which from time to time meant that 
peasants were not paid cash on delivery of produce to the 
procurement agents of the crop authorities, was probably 
thus a major factor undermining peasants’ trust in the 
official marketing system.

In order to simplify our analysis it will be convenient to 
think of food as a single homogeneous good which we shall 
denote F. A fully-fledged analysis of price formation and 
the supply of and demand for F is complicated because not 
only do we have two different types of markets, an official 
and a traditional food market where different but interre­
lated supply and demand characteristics can be expected to 
prevail, but also, as we have seen in Section 5.1, the 
demand pattern between urban and rural areas differs sharp­
ly, and in addition there are other important regional 
di fferences.
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Rural demand for food DR depends essentially on: (1) the 

price of food P, (2) income earned in cash and food crop 
production, and possibly on (3) wealth/assets.2°) We disre­

gard the last argument and assume that total rural income 
is the sum of: income earned on cash crop production H(P), 
and on income earned on food crop production P S(P). H(P) 
is supposed to decrease with P since a relatively higher 
food price P is a stimulus to more food crop production. 
We assume that other prices are constant. We thus can

characteristics, but will concentrate on main features of 
the working of the system and on explaining major characte­

ristics such as the gap between the price of food in the 
traditional food market Pfc, and in the official market P°, 
and the tendency for Pfc to fluctuate much more strongly 

than P°. To ease exposition we start with some simple and 
partial considerations and extend the analysis step-wise.

We consider first the supply and demand for F of the rural 
population i.e. of the people who at the same time both 

produce and demand F. For this reason we can expect to find 
a causal relationship between shifts in the supply of and 
demand for food as a function of price, that runs from 
supply shifts via income shifts to demand shifts. Moreover 
we have to distinguish between total or gross supply of F, 
denoted S, and net supply or the marketed surplus MS, which 
is S minus rural demand DR.

We assume at the outset constant and normal weather condi­
tions. Gross supply S is in Figure 5.1 expressed by the 
kinked curve ES. We assume that the price of the cash crop 
is constant. Below a certain relatively low price of food £ 
the production of F is supposedly constant and equal to F, 
which indicates a minimum subsistence level of food, cf. 
Chapter 3 Figure 3.3. Above £ the supply increases in 
response to higher P.
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write:

DR = f (P, (H(P) + P S(P))) = g(P)5.2 for P > £

Figure 5.1 Rural Supply of Food

P

S

P

F0 F

We make the usual assumptions that the derivative of f with 
respect to price is negative and with respect to income 
positive. If P increases, rural income (H(P) + P S(P)) 
increases partly as a result of the higher P i.e with 
constant H and S, and partly because of a switch from cash 
to relatively more food crops since the relative price has 
changed. Thus, there is a tendency that DR increases be­
cause of a higher income, while on the other hand a higher 
price per se tends to reduce demand. We assume that the 
income effect outweights the price effect.
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A higher price P is thus supposed to raise both S and DR. 
We assume, however, that S'(P) is greater than g’(P) i.e 
that the increase of DR is less than that of S. Some of the 
increase in peasants' income will be spend on other goods.

du

Now, as explained in Chapter U, the price in the official 
market is fixed by the government. During the 1960s and the 
early 1970s it seems that the price of food in the official 
market was set by taking account of the movements in food 
grain prices in the international market. Import price 
parity at the official exchange rate, seemed to be a prin-

The marketed surplus, MS = S(P) - f(P,(H(P)+PS(P)), will 
then according to our assumptions increase with P above the 
level of P = P, but with a slope that is steeper than that 
of S(P).

We now extend our analysis by adding urban demand for food 
an introducing the two markets. Figure 5.2a describes 

supply and demand in the official F-market. We assume no 
import or export of food. Imagining initially that the 
whole marketed surplus of the rural sector is marketed in 
the official market the MS curve of Figure 5.1 is repeated 
in Figure 5.2a by the broken line MS. Moreover, we imagine 
that the urban population seeks to satisfy its demand for 
food in the official market only. We vhus draw the broken 
negatively-sloped curve D^. A possible equilibrium in this 
market is seen to be at Pe.

We may interpret the curves in Figure 5.1 as representing 
gross aggregate supply and net aggregate supply of the 
rural sector. By doing so we disregard regional differences 
and other difficult aggregation problems. Since our aims 
is, however, to explain the existence of two types of 
markets with different price levels and some other charac­
teristics, we abstract from these differences and problems.
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ket.21) During

Figure 5.2 Supply of and Demand for Food

(a) The Official Market (b) The Traditional Food Market

P*
MS
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P
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The fact that PG was fixed below a possible market clearing 
price Pe was of vital importance for the trading of food in 
the traditional market. Frustrated buyers, who preferred to 
buy at the relatively low price in the official market, had 
to turn to the second.type of market to buy food. A rela- 
tivly higher price in the traditional market may on the 
other hand have tempted sellers to switch to this market 
but this would often be illegal. Consequently, we may

P2

PG

F1F5

i

i

i
i

i

i

p?

s*

while exceeding £, was considerably 
i.e

cipal rule for price determination in the official mar- 
the 1970s the price level of food in the 

official market was raised, but clearly the price fixed by 
the government PG, 
below the price that would have cleared the market, 
below Pe.22)
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to

imagine that we end up with a situation where the price in 
the traditional market is permanently higher than that of 
the official market: such a situation is sketched by the 
solid curves in Figure 5.2.

In Figure 5.2b we imagine that at a price in the traditio­
nal market as low as PG the demand would be OF^ which is 
supposed to incorporate unsatisfied demand in the official 
market. OF^ may, however, not incorporate all unsatisfied 
demand since the trading of F in the traditional food 
market may be illegal depending, as mentioned in the pre­
vious section, upon whether the trading that takes place is 
for private consumption or not. A buyer who purchases food 
for trading purposes faces the risks of having his pur­
chases of food confiscated at strategically located road 
blocks.

For pt greater than PG, the supply St(Pt) increases with 
pt. The slope of the st(pt) curve above PG level depends on 
various factors. On the one hand one might expect that the 
existence of an alternative market with higher price may 
tempt all or most suppliers to withdraw from the official 
market and seek to sell their product in the traditional 
market. In this case the curve Sfc would be very elastic in 
the region just above PG level, and in the extreme case 
where producers and buyers can very easily switch between 
the two markets an equilibrium would be reached at a price 
Pj* approximately equal to Pe, implying that all or almost 
all of the marketed surplus is traded in the traditional 
food market. However, since food is a scheduled crop and 
purchases between producers and traders are illegal in the 
traditional food market, this will not be the case. We may 
imagine that the suppliers add a risk premium to Pt 
cover for fines and other sanctions that may be imposed on 
them for contravening the law.^3) The supply schedule in 
the traditional food market may therefore be relatively
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1

steep. It is difficult to know what would be a realistic 
picture of supply and demand elasticitities in the tradi­
tional food market. In Figure 5.2b we have assumed that St 
is steeper than MS, implying that an equilibrium price pt is 
considerably higher than PG and also higher that Pe.

Our figures may also be used to sketch the effects on 
prices and quantitites traded in the two markets as a 
result of shifts in the supply of and the demand for food. 
Figure 5.3 may help to illustrate the results of such 
shifts.

As we have drawn the curves the amount traded in the tradi­
tional market, OF^, is considerably larger than the amount 

OF5 traded in the official market. The amount OF5 is some­
what less than OF2 as the existence of an alternative, 
albeit to some extent illegal market with a higher price 
causes some suppliers to withdraw from the official market. 
The situation depicted in Figures 5.2a and 5.2b, with a 
considerably higher price in the traditional food market 
than in the official market and with most of the marketed 
surplus of food of the rural sector sold in the traditional 
food market, is in agreement with Table 5.9 and the obser­
vations made by Peter Temu and others.24)

Consider first a shift in demand as a result of an increase 
in urban population and income. This will shift the demand 
curve in Figure 5.3a rightwards for example to a position 
indicated by curve Du'. If we now assume that there is no 
increase in PG this shift in the demand schedule causes 
increased excess demand and more frustration in the offici­
al market which means that also the demand schedule of the 
traditional food market shifts to the rights, for example 
to a position indicated by the curve Dt’ in Figure 5.3b. 
The equilibrium price in the traditional food market will 
in that case increase from pt to P| and the quantity
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Figure 5.3 Shifts in Supply of and Demand for Food

(a)TheOfficial Market (b) TheTraditionalFood Market
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An increase in the price of other goods while pG is con­
stant will cause the demand schedule Du in the official 
market to shift rightwards because such an increase implies 
that food has become cheaper relative to other goods. It 
may also reduce MS because of a rise in DR. Now as the 
price set by the government pG is not raised excess demand 
in the official market will increase and as explained above

traded from F^ to F^. As we have drawn the 
equilibrium price increases percentagewise more 
quantity traded. This is probably often the case.
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1980s.
produced,

A positive shift in the demand for food grains for local 
beer-brewing purposes may also have contributed in shifting 
out the demand curve in Figure 5.3b and thereby increased 
the price of food in the traditional food market. Nutritio­
nal studies made in Tanzania seem to indicate that a large 
part of the food harvest (perhaps as much as one third) is 
used for local beer brewing purposes.25) Locally brewed 
beer is primarily made from food grains and bananas.

the demand schedule of the traditional food market will 
thereby shift to the right forcing an increase in the 
price to pt and thus increasing the discrepancy between PG 
and Pfc. Moreover, it is easy to understand that this dis­
crepancy may increase even if the government raises PG 
somewhat, but by less than the increases in prices of other 
goods, i.e. less than the general rate of inflation.

In the rural areas there are usually special places where 
local beer is brewed and consumed.26) Consumption of local­
ly brewed beer is not confined to rural areas but is also 
consumed in urban areas. It seems, however,that partly as 
a result of the steep rise in the price of bottled beer 
during the 1970s, some substitution to locally brewed beer 
took place. Between 1971 and 1981 the price of bottled beer 
virtually doubled in real terms as a result of the steep 
rise in sales tax.

In Chapter 4 we saw that the sales tax on beer and cigaret­
tes became a main source of tax revenue for the government. 
It appears that the steep rise in the price of bottled beer 
induced some substitution to locally brewed beer. The offi­
cial statistics on production of bottled beer show a rather 
sharp decline at the end of the 1970s and in the early 

In 1978 some 82,000 litres of bottled beer was 
in 1982 it was down to 64,000 litres,
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However,

Our analysis of the two food markets is of course a highly 
simplified account of the factors at work. Nevertheless, it 
may help us to understand some main phenomenon in the

This 
counteract the incentive effect which

Some substitution to locally brewed beer probably also took 
place as a result of the decline in the availability of 
attractive imported consumer goods.

The case of shifts in supply are somewhat more complicated 
than shifts in demand because shifts in supply have through 
the income variable effects on demand. A negative shift in 
supply because of a drought that will obviously shift the 
supply curve MS and S^ (temporarily) to the left. A left­
wards shift of St of the traditional food market will tend 
to push up the price pt which will accentuate the leftwards 

ZV
shift in the supply curve MS of the official market. Now we 
may end up with a position of the demand schedule Dfc of the 
traditional food market indicated by the curve Dt* in 
Figure 5.3b. As a result of these shifts in both the 
demand and supply of the two markets we may imagine a new 
equilibrium in the traditional food market with a price p| 
which is substantially higher than before the drought.

Lastly, an increase in the price of cash crops can also be 
expected to cause the supply curve for food to shift left­
wards since this will induce peasants to reallocate their 
land and labour resources into more cash crop production, 

with unchanged prices of food in the official 
market, this shift in supply will again lead to an increase 
in excess demand and as a result the price of food in the 
traditional food market can be expected to rise, 
increase in Pfc will 
an increase in cash crop prices can be expected to have on 
cash crop production. In fact, a high increase in P** may 
actually neutralize the incentive effect on cash crop pro­
duction an increase in cash crop prices in relation to PG.
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ing on this analysis

(5.3) QP<- = bt o

pp

PPF

PPE

t

= total quantity produced of maize, rice and wheat 
respectively

= government-announced producer price for quantities 
delivered to the marketing board in time period t

= producer price of fertilizer for production to occur in 
time period t

= index of producer price of export crops (this index was 
based on the producer prices of coffee and cotton only)

= year 1, 2, .. t years (year 1 = 1964/65  1977/78}

The own price elasticity of the total quantity of maize 
produced was reported to be 0.36 with a t-statistic value 
of 1.5. The same equation was also estimated with the 
marketed surplus of maize delivered to the official marke-

Determinants of. Maize Supply to the Official Marketing
System

+ b4

bgrb^b^fC/d = coefficients to be estimated

/PPFt) + ct + dQPt_1

In a recent study of the food grain market in Tanzania 
Gerrard and Roe have attempted to estimate the supply and 
demand relationships for food grains using simple re­
gression analysis.29) The supply equation specified by 
these authors was as follows.

development of Tanzanian agriculture the last years. Draw- 
we shall now seek to examine in more 

detail the determinants of maize supply to the official 
market.

+ b](PP/PPF)t

where
QP



168

ting system as the dependent variable. The own price elas­
ticity for this variable was found to be as high as 2.29 
with a t-statistic value of 3.26. The adjusted R2 value for 
the regression equation of the marketed surplus was found 
to be 0.54 which must be considered rather low.30)

The planting decision is, as we have argued, governed by 
the price of maize in terms of a competing crop. It is 
reasonable to expect that the planting decision has been 
primarily based on the price of maize in the traditional 
food market since this price has been observed to have been 
much higher than the officially set producer price of maize

The low R2 obtained indicates that the authors were not 
very successful in identifying the correct model. A serious 
weakness of the model seems to be that the dual nature of 
the food market was completely ignored. To deflate the 
official producer prices by fertilizer prices does not 
appear to be meaningful either since, as we learned in 
Chapter 3, hardly any fertilizer was used in peasants’ food 
grain production. It appears therefore that not much confi­
dence can be placed in the results reported by these aut­
hors.3D

There are of course a great number of variables that can be 
expected to have a bearing on the supply of maize to the 
official market. To try and incorporate all these variables 
in one model would be an impossible task. We shall there­
fore seek only to identify the main factors using simple 
regression techniques. In line with our previous analysis 
of the supply of and demand for food we can expect to find 
three major factors that will have a bearing on the supply 
of maize to the official market: (1) the price of maize in 
terms of a competing crop, (2) the difference in the price 
of maize between the official market and the traditional 
food market, and (3) rainfall.
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during the 1970s.

Time series statistics on actual producer prices of maize 
paid in the traditional food market are not available. Some 
observations of these prices have, however, been made.32) 
From these observations it is clear that the producer 
prices of maize in the traditional food market were sub­
stantially higher than the officially set producer prices. 
Developments in these observed prices of maize in the 
traditional food market seem to have followed the overall 
index of food crop prices for the traditional food market, 
as reported in Chapter 3 Table 3.2. We shall therefore use 
this index to reflect the development in the producer price 
of maize for the traditional food market.

Since at the time when the.crop is planted the price at 
which maize can be sold later in the traditional food 
market, is not known, we must assume that peasants make 
their planting decisions based on some notion of an ex­
pected price. The simplest assumption to make on expected 
price is to set the expected price equal to the price 
obtained last year.

This may sound a little naive, but to use the conventional 
approach, i.e. the Nerlovian model, does not appear appro­
priate for our purpose. The partial adjustment model a la 
Nerlove or the adaptive expectations model, is probably 
quite appropriate for use in an aggregate analysis of 
supply.33) Since we are not here analysing aggregate supply 
and not even the aggregate supply of the marketed surplus 
of maize, but only the marketed surplus supplied to the 
official marketing system, we will refrain from using these 
refined expectations models.31*) Thus, in order to capture 
the effect of the planting decision on the supply of maize 
to the official market we will simply use the price of 
maize in terms of a competing crop lagged one year.35)
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of rainfall

The alternative crop to produce instead of maize will of 
course vary greatly in the different parts of the country. 
It is therefore a problem to decide which crop should be 
selected to reflect the price of maize in terms of a compe­
ting crop. To overcome this problem we shall simply use the 
price index of annual cash crops as reported in Chapter 3 
Table 3.2.

a shift
This is

The marketing decision, we can expect, is primarily gover­
ned by the difference in the price of maize between the two 
markets. In the absence of time series statistics of the 
actual producer price of maize for the traditional food 
market, we shall use the development in the observed diffe­
rence of the consumer price of maize as reported in Table 
5.9 as a proxy variable to capture the effect differences 
in prices between the two markets has on the peasants' 
marketing decisions. By using the difference rather than 
the relative price between the price of maize in the two 
markets we may reduce the possibility of multicolinearity 
between our regressors of respectively the planting and the 
marketing decision.

In regression analysis the use of rainfall as 
variable on supply entails great difficulties, 
because it is not simply the amount of rainfall that will 
decide the quality of a harvest. Too much rain can be as 
harmful as too little.36) The timing of rainfall is also of 

great importance for the quality of a harvest. It is the 
right amount of rainfall at each point in time during the 
growing period that will determine the quality of a harvest 
i.e. a crop failure or a bumper harvest. Thus, to measure 
the effect of rainfall on the harvest one needs observa­
tions not simply on the amount of rainfall but on the 
deviation of rainfall from some ideal pattern of rainfall 
distribution during the growing period. Such observations 
are not available. In the absence of such observations we
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(5.4)

Where
= official purchases of maize in tons (see Table 5.5)PCH

R

= year 1.... t years (year 1 = 1963/64.... 1980/81)t

= error terme

= proxy of producer price of maize for the traditional 
food market ( = overall index of food crop prices of 
the traditional food market, see Chapter 3 Table 3.2)

= coefficients to be estimated using ordinary least 
squares technique

The effect of these three variables on the supply of maize 
to the official market can be estimated in a simple linear 
equation of the following form:

= consumer price of maize in the traditional food 
market (see Table 5.9)

= dummy variable for rainfall (R = 1 in bad harvest 
year otherwise zero, the following crop years are 
classified as bad harvest years: 1964/65, 1965/66, 
1969/70, 1971/72, 1973/74 and 1974/75371

= price index of annual cash crops in the official 
market (see Chapter 3 Table 3.2)

shall have to fall back on the less satisfactory, but in 
empirical research often used, proxy variable for climatic 
factors, namely dummy variables.

pOM

PI OAX

PIT 
M

bO

pT 
M

+ %+ hl^M^AX^t-l + b2((PM " ^/^t + b3Rt

bO'b1'b2'b3

PCHfc

= consumer price of maize in the official market 
(see Table 5.9)
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(5.5)

(3.28) (2.14) (5.15)

(adjusted) = 0.71, SEE = 29.45, DW 2.13.

their model.

An increase in the price of maize in the traditional food

The numerical estimate of equation (5.4) for the period 1963/64 - 
1980/81 is reported in equation (5.5).

ficant, 
signs.

The t-statistic values of the estimated coefficients are 
reported in the parentheses underneath the estimated 
coefficients.

= 42.5771 + 83.81 (PlT/PiO{)t_1rat

R2

- O.528((PT - pO)/pO  76.77Rfc

Considering the rather weak data base we have on the produ­
cer prices of maize for the traditional food market, it 
appears that the variables chosen have been able to give a 
fairly realistic 'explanation' of the variation in the 
supply of maize to the official marketing system. The signs 
of our estimated coefficients are all statistically signi- 

and what is more important, they have the right

An increase in the price of maize in terms of competing 
crops we must expect to have a positive effect on total 
supply and thus also on the marketed surplus, as we have 
seen in Figure 5.1. The elasticity of the marketed surplus 
supplied to the official market with respect to a change in 
the price of maize in terms of a competing crop, gives a 
value of 1.04 at the mean value of PCH and Pl^/PI^y. This 
is substantially lower than Gerrard and Roe reported in 

But these researchers probably estimated the 
wrong model and did not account for the dual food mar­
ket. 38>
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an increase

5.5 Recents Trends in the Marketed Surplus of Food Grains

In this section our task is to combine our knowledge of the 
production and consumption of food grains in order to 
indicate the development in the marketed surplus of food 
crops. Here we will only discuss changes in the marketed 
surplus of maize and wheat. Maize is, as we have seen, a 
good proxy variable to indicate the evolution in food 
production and consumption in the peasant sector because of

market relative to the price of maize in the official food 
market we would expect to have a negative effect on the 
supply of maize to the official market. The elasticity of 
supply of maize to the official market with respect to an 
increase in the price of maize in the traditional food 
market relative to the price of maize in the official 
market gives a value of - 0.14 at the mean value of PCH and 
(p^ - P^p/Ptf- This is probably is an underestimation because 

Ptf according to official statistics may be under-repor­
ted.395

The result reported in equation 5.4 must of course be read 
with great caution since we have disregarded a great number 
of other factors that also can be expected to have an 
impact on the supply of maize to the official market. For 
example, we have completely ignored possible changes in 
peasant consumption of maize, which clearly would have an 
impact on the marketed surplus of maize. Nevertheless, it 
seems that besides rainfall prices are the key determinants 
of the marketed surplus of maize. An increase in the price 
of maize relative to a competing crop will have a favour­
able effect on the marketed surplus, but if at the same 
time the difference in the price of maize in the traditio­
nal food market and the official market widens, 
in the marketed surplus of maize is not likely to be forth­
coming in the official market.
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Trends_in_the_Marketed_Surglus_gf_Maize

the

its dominant position in the production statistics and in 
the rural household consumption basket. The case of wheat 
warrents special discussion because of its dominant posi­
tion in the import statistics of food grains during the 
1970s.

In Table 5.10 the official estimates of maize production 
and rural maize consumption according to the 1 969 and the 
1976/77 household budget surveys are contrasted. Since 
rural consumption of maize according to the 1969 household 
budget survey probably underestimated rural consumption of 
maize for the 1 970s, but the survey from 1 976/77 was pro­
bably on the high side, a third set of estimates of rural 
maize consumption has been made in Table 5.10. In this 
third set of estimates the per rural capita consumption of 
maize has been projected to increase from the 1 969 level at 
a rate of 5 percent per annum for the reasons discussed in 
the previous section.

Comparing developments in production and consumption, these 
estimates show that production of maize was seriously un­
derestimated during the 1960s. In Appendix A we have also 
found that food crop production was underestimated during 
the 1960s. This does not necessarily invalidate the growth 
rate in production we reported in Chapter 3 Table 3.1, 
since production of maize throughout the period 1964-1972 
appears to have been consistently underestimated.

On the other hand production estimates for the 1 970s seem 
to be more realistic. Taking the estimates of production 
and consumption, column (4), to be within a reasonable 
margin of error, it seems that during this period 
marketed surplus of maize increased, but that a smaller and
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Table

Consumption

(1)

1980/81

(3) Consumtion estimated by holding rural per capita consumption constant at
101 kg. per year as revealed by the 1976/77 household budget survey.

Marketed
Surplus

CropYear Produc­
tion

Rural Popu­
lation 
■000
9876 
10155 10422 
10736 
11041 11346 11658 
11979 12308 12646 
12994 13351 
13719 14096 
14483 14874 
15284 15709

(6)
108.9 
87.1 
70.0 

112.9 
104.3 
127.5
54.1 

185.O 
43.0 

104.9 
73.8 
23.9
91.1 

127.5 
213.2 
220.4 
161.5 
104.6

(3)
997 1025 1052 
1084 
1115 1146 1172 
1210 
1243 1277 1312 1348 
1385 1423 
1463 1502 
1543 1586

(4) 
642 
660 
677 698 718 738 
758 
779 800 
822 
894 
964 1040 1122 
1211 1306 
1342 
1379

57.6 7.8*) 
14.7 
23.9 53.4*) 38.1 
32.4 22.6

(5>(l)-(4)
- 30- 128

74- 69- 72- 136
- 13
- 50 100
- 40 128 

307 620 
532 
399 578 
499 461

612.3
531.9751.1629.4646.9
602.7745.6729.6
900.2
780.91022.0
1271.61660.8
1654.11610.6
1884.4
1840.71839.6

(6^(5)

5.10 Maize Production and Rural Maize Consumption Estimates and Official 
Purchases of Domestically Produced Maize, Tanzania 1963/64 - 1980/81.

Official
Purchases

Sourcesi Rural Populations projected from Table 1.1 and 1.2 in Chapter i; Maize Productions from Appendix Table A.3; Rural Maize Consumptions 
projected from Table 5*2, and Official Purchases of Maize from Table 5.5.

(4) Consumption estimated by holding rural per capita coneumption constant at 
65 kg. per year up to 1973. From 1973 to 1979 P®r rural capita consumption increased by 5 percent per year for the reasons discussed in Section 5.4.

— ' 000 tons
(2)

642 
660 
677 698 718 
738 
758 
779 800 
822 
845 868 892 
916 
941 967 
994 1021

») In 1974/75 there wae a severe drought in all major food grain producing regions. 
This would make the difference in price between the official market and the 
traditional food market large, which according to equation 5«5 would reduce supply to the official market. In 1977/78 there was a bumper harvest which make the difference in price between the two markets smaller and thereby 
stimulate increased purchases in the official market.

1963/64 1964/65 
1965/66 
,1966/67 1967/68 1968/69 
1969/70 1970/71 1971/72 
1972/73 1973/74 1974/75 
1975/76 1976/77 1977/78 
1978/79 1979/80

(2) Coneumption estimated by holding rural per capita coneumption constant at 
65 kg. per year as revealed by the 1969 household budget survey.
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The substantial increase in the estimated production of 
maize was of course also consistent with developments in 
prices. Food crop prices increased sharply relative to cash 
crop prices, and this no doubt gave a great spur to food 
crop production in the peasant sector.

smaller share of this surplus was marketed in the official 
marketing system leaving a larger and larger share for the 
traditional food market. The declining share of the mar­
keted surplus going to the official market was of course 
consistent with the divergent trend of food crop prices in 
the two markets.

It also seems likely that peasants in Tanzania tilled the 
soil just as assiduously in the 1970s as they did in the 
1950s and the 1960s, and hence the growth in production of 
food crops does not really appear unrealistic. The in­
creased production of food crops produced in the peasant 
sector was at the expense of a decline in cash crop produc­
tion. In Chapter 3 we saw that aggregate crop production in 
the peasant sector increased almost at the same rate in the 
1970s as it did in the 1960s and probably also in the 
1950s.

Many observers of Tanzanian agriculture have, though, been 
rather sceptical of the production estimates reported in 
Table 5.10 since these figures do not appear to be consi­
stent with the substantial increases in import of food 
grains that occurred during the 1970s. However, the import 
statistics for food grains do not really invalidate the 
production estimates for maize since, as we have seen in 
Table 5.6 and 5.7, a large share of food grain imports was 
wheat which is produced primarily in the large-scale farm­
ing sector.
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Ih£_Marketed_Surplus_pf_Wheat

Districts
Sumbawangaacreage

82 84
») six had farms with more than 1000 acres

, (1970) pp.14 - 15.Source: Raikes

Size of
Farm

7
2
9
8
3
2
4

100

24
10
3
2

6
2
5 
1
2
1
7*

78

In Chapter 2 we learned that the Ujamaa Rural Development 
strategy was launched in an effort to pre-empt the develop­
ment of the capitalistic form of farming. At the time this 
policy was launched wheat farming was considered to be a

Wheat is the most recent food grain introduced in Tanzania. 
The European settlers started with wheat production at the 
turn of this century. Eventually the peasants took up wheat 
production. The structure of peasant wheat farming in the 
major wheat growing areas as revealed by a survey conducted 
at the end of the 1960s is reported in Table 5.11.

> 1 
1 - 3 
4-5 
6-8 
9-15

16 - 20 
21 - 30

> 30 
Total

Table 5-11 Structure of Peasant Wheat Farming in the Major Wheat Growing 
Districts, Tanzania 1968/69.

Arusha Mbulu Njombe 
number of respondents 

7 
66 
7 
2

We have in this study treated wheat as being produced 
entirely in the large-scale farming sector where the mar­
keted surplus is defined equal to production, and in Chap­
ter 3 Table 3.1. we saw that the marketed surplus of wheat 
declined dramatically during the 1970s.
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1969/70 - 1981/82,

1969/70 1971/72 1973/74 1981/821975/76 1977/78 1979/80Crop Year
100
100

Source: Appendix Table B.1 below.

during the 1970s.

Thus the increase in wheat imports that occurred during the

Maize
Wheat

typical example of the capitalistic form of farming. Many 
wheat farms were also nationalized in the early 1970s in an 
effort to stop the further development of the capitalistic 
form of farming.

107-2
100.7

160.0
86.2

135.2
60.3

106.0
84.7

141.2
74.9

152.0
80.8

Development in producer prices of wheat have also been 
highly unfavourable compared to developments in other food 
crop prices. A comparison of the developments in the prices 
of maize and wheat is reported in Table 5.12.

Table 5-12 Indices of Producer Price of Maize and Wheat Deflated by the 
National Consumer Price Index (NCPI), 
selected years.

At the same time as producers have been discouraged from 
producing wheat consumers have been encouraged to shift to 
wheat consumption. In Appendix Table B.9 it is shown that 
consumer prices of food grains all declined in real terms 

The decline in the consumer price of 
wheat was more than the decline in the consumer prices of 
maize and rice. The NCPI deflated consumer price of wheat 
was in 1981 equal to 70.5 percent of its level in 1971. The 
corresponding figures for rice and maize were 72.0 and 73.7 
percent respectively. This is admittedly not a very big 
difference but, given the much higher expenditure elastici­
ty for wheat that we reported on in Table 5.4, this decline 
in the real price of wheat stimulated an increased demand 
for wheat.
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5.6 Summary

These determinants pushed food crop prices in the traditio­
nal food market up at a faster rate than the officially set 
producer prices of food crops. At the same time as food 
crop prices became more remunerative cash crop prices be-

In this chapter we have had two major objectives: (1) to 
examine what factors were behind the developments in prices 
in the traditional food market, and (2) to provide an 
assessment of the recent trends in the marketed surplus of 
food produced in the peasant sector.

1970s seemed to be essentially a consequence of a policy 
that on the one hand sought to squeeze the wheat farmers 

and to discourage peasants from producing wheat, and on 
the other hand encouraged consumers to switch to con­
sumption of wheat. Clearly this policy could not have been 
pursued if wheat had not been available on non-commercial 
terms in the international market to the same extent that 
it apparently was.

The major determinants of food crop prices in the traditio­
nal food market are the forces of supply of and demand for 
food. The recent increases in the price of food grains in 
the traditional food market reflect an increase in excess 
demand for food grains in the official market which appears 
primarily to have been caused by: (1) an increase in demand 
due to population increases and the occasional shock to 
supply created by droughts, (2) overall price inflation 
that seems to have accelerated in pace with the expansion 
of the public sector, (3) increased demand for food grains 
caused by an increased demand for locally brewed beer, 
which seems to have been caused by the steep increase in 
price of bottled beer and the disappearance of attractive 
consumer goods for purchases in both rural and urban areas.
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Concurrent with the decline in wheat production consumption 
of wheat increased. The divergent trends in production and 
consumption seemed primarily to be the result of a price 
policy that discouraged farmers/peasants from producing a 
food crop that consumers were encouraged to eat.

When, in spite of this increase in the marketed surplus of 
food crops produced in the peasant sector, food grain 
imports increased, this to a large extent was caused by (1) 
a decline in wheat production which was primarily produced 
in the large-scale farming sector, and (2) a changing 
pattern of food crop marketing of domestically-produced 
food.

The changing pattern of food crop marketing was caused by 
(1) the higher food crop prices in the traditional food 
market than in the official market, and (2) a deterioration 
in the efficiency of the official marketing system that 
depressed producer prices in this market and thereby made 
prices of both scheduled and non-scheduled food crops in 
the traditional food market much more attractive to pea-

In Chapter 3 we found that as a result of these develop­
ments in crop prices peasants switched from the production 
of cash crops to the production of food crops. It seems 
most likely that the increase in food crop production in 
the peasant sector was more rapid than the growth in rural 
population and therefore the marketed surplus of food crops 
produced in the peasant sector probably increased during 
the 1970s.

came more and more depressed as a result of the steep rise 
in marketing costs of the official marketing system and the 
increase in export taxation both direct and indirect 
through the overvaluation of the exchange rate (US dol- 
lar/T.shs.).
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it seems

a n

Footnotes Chapter 5
1 .

2.
3.

sants. The result was that peasants found it more and more 
advantageous to market a larger and larger share of the 
marketed surplus in the traditional food market.

Failing to buy domestically-produced food grains, the go­
vernment was to an increasing extent forced to ’buy* food 
grains in the international food market. Many of these 
purchases were conducted on non-commercial terms and hence 
the price policy pursued in respect of food crops was not 
greatly constrained by the need to balance the supply of 
and demand for food. In the case of maize, which was the 
dominant food crop produced in the peasant sector, 
that the non-commercial import of this crop was more impor­
tant as a source of revenue for government finances than as 

extra source of food supply to meet shortfalls from 
domestic sources of supply.

This is a rule of thumb the author learned from his 
Tanzanian colleagues working with cooperative 
development in Tanzania 1968-1971.
Johnston (1972) pp. 52-53.
The demand pattern in LDCs in general much more poorly 
mapped than the supply pattern. In Tanzania to date 
few attempts have been made to map consumption pat­
terns. It seems that only two studies are available: 
Ostby (1967) and Kapunda (1977). These two studies 
report expenditure elasticities for a few selected 
consumption goods based on household consumption sur­
veys in Dar es Salaam only.The expenditure elastici­
ties of maize and rice Ostby found to be 0.32 and 0.54 
while Kapunda found them to be 0.34 and 0.47 respecti­
vely.
Unfortunately these elasticities are not directly 
comparable to the elasticities reported in Table 5.4 
since (a) these elasticities refer to household con­
sumption and not per capita, and (b) the commodity 
classification is not exactly the same. Both Kapunda 
and .Ostby only count expenditure on flour and exclude 
expenditure on maize grain and paddy. For maize Ostby
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4. ca n

0

where

icross

= income (y) elasticity of good i

condition.

5. Delange a ndalso

6.

r

9.

10.

11.

7.
8.

|1" ■ 
Eiy

= own price elasticity of good i
Eii = \
Ei2 =

seems to have counted expenditure on maize and wheat 
flour as one commodity. The model used by Kapunda and 
Ostby also differs from equation 5.1. Kapunda and 
Ostby both estimates a double log regression equation 
with several regressors. A weakness of this model is 
that the asymptotic level is not recognized.
The relationship among demand elasticities can be 
written as follows, assuming that the standard assump­
tion which underly demand theory hold.

Eii

+ Ein + Eiy =

This relationship is commonly known as the homogeneity 
It shows that the substitution and income 

effects of an own price change must be consistant with 
the cross and income elasticities for the good. With 
few substitute goods the sum of the cross elasticities 
will be small and hence 
See e.g. Ro s tli ng 
Ahluwali eds. (1982).
Yoshida (1970) Chapter IV contains a good account of 
agricultural marketing in Tanzania during the Second 
World War period and during the 1950s. The information 
given here draws chiefly on this source.
Ibid.
A more.detailed discussion of the marketing objectives 
of the NAPB can be found in Temu (1974) Chapter 3.
For an analysis of the marketing costs of the NAPB see 
e.g. Odegaard (1 975).
For analysis of the NAPB’s food crop trading see e.g. 
Livingstone (1971c).
The National Milling Corporation (NMC) was formed in 
1967 following the Arusha Declaration when seven pri­
vately owned food grain mills were nationalized. In 
Chapter 4 we saw that the NMC was not particulary 
successful in its food crop trading either. For an 
extensive analysis of the NMC's operations see e.g. 
Tibenderana (1982).

price elasticities of good 
with respecttoa changeinthe■price 
of good j (j = 1, 2, ,...n)
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15.

23.

26.

24.
25.

21 .
22.

16.
17.

18.
19.
20.

12.
13.
14.

27.
28.
29.
30.
31.

Odegaard (1974) Schedule 4.
URT/MDB (1982) Annex 1 Appendix 2.1.
Brooke (1967) is a frequent used reference on food 
grain shortages in Tanzania during the colonial period. 
Two good surveys on trade in the traditional food 
market are Mascarenhas and Mbilinyi (1969) and Mbambi- 
ti (1977).
URT/MDB (1974, 1981b).
See e.g. Temu (1 974) Table XIV, and World Bank (1982) 
Table 1.6 and 1.7.
Temu (1974) p. 44.
URT/MDB (1984) Summary Table 1.
Winter (1962) cited by Jones W. (1980) p. 10 reported 
that the Iraqwe people in Nothern Tanganyika used 
cattle as,a medium of exchange for food grains. The 
use of cattle as a medium of exchange in Tanzania was 
also reported by Mascarenhas (1968).
Livingstone (1971a).
Appendix Table B.9 shows that the consumer price of 
food grains in the official market steadily' declined 
in real terms during the 1970s.
Cf. Boulding's (1966) (pp. 204-206) analysis of the 
supply and demand characteristics of the ’black mar­
ket. ’
Temu (1974).
See e.g. Shesemani (1982) and Ar6n (1984). On the 
importance of beer brewing as a source of cash income 
in rural areas see also e.g. Boesen et al. (1977) 
Table 4.5 and Tibaijuka (1984) Appendix Table 5.14.
For an economic analysis of the role of beer in rural 
areas in Africa see e.g. Hedlund and Lundahl (1984). 
URT The Economic Survey 1982, Table no. 49.
Cf. Chapter 3 Table 3.10.
Gerrard and Roe (1983).
Ibid. Table 4.
Gerrard and Roe (1983) also report demand elasticities 
for the principal food grains consumed in Tanzania. 
The per capita consumption elasticity of maize is 
reported to be as high as - 0.9 and 0.85 with respect 
to changes in the price of maize and changes in total 
private per capita expenditure respectively. This can 
be contrasted with our findings reported in Table 5.4 
where the expenditure elasticity of maize is found to 
be very low indicating that the price elasticity also 
is very low.
For a staple food like maize it is more likely that 
the demand elasticity be fairly low. The regular riots 
that occur in LDCs whenever governments try to raise
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34.

35.

36.

37.

32.
33.

the price of basic food staples is a strong indication 
that the demand for basic food staples is highly 
inelastic. Thus when Gerrard and Roe report the demand 
for maize to be more price elastic than supply in 
Tanzania, this finding does not accommodate well with 
the general observations that have been made on the 
pattern of supply and demand for staple foods in LDCs. 
See reference made in footnote 17 above.
For a good summary exposition of these models see e.g. 
Yotopoulos and Nugent (1976) Chapter 8.
In the adaptive and the partial adjustment models the 
dependent variable lagged one period comes in as an 
explanatory variable in the model. We saw in Table 5-5 
that the supply of maize to the official marketing 
system showed great mainly caused by aclimatic factors. 
These fluctuations were complete random. Therefore to 
include these random fluctuations as an explanatory 
variable is not likely to contribute in correctly 
identifying the main determinants of the supply of 
maize to the official market.
It can be argued that a moving averge price lagged one 
year should be used. But, since this approach will 
necessitate some arbitrary judgement as to how many 
years should be counted in calculating the moving ave­
rage price, we will here simply use the price of maize 
in terms of competing crop lagged one year. In any 
case the result would not be very different because 
the trends in the average price and the actual price 
lagged one year are more or less the same
It is not only droughts that have necessitated famine 
relief operations in Tanzania. In 1969 and 1970 there 
were severe flood damages in Rufiji and Kyele di­
stricts that also necessitated the free distribution 
of food. The ’villagization' campaign which we repor­
ted on in Chapter 2 actually started in Rufiji di­
strict. One motive for the ’villagization’ campaign in 
these two districts was the need to move people out of 
the high risk zone for floods.
These years are in various annual reports of the 
Ministry of Agriculture characterized as bad harvest 
years. To a certain extent this can also be supported 
by a careful analysis of the rainfall statistics. In 
studying the relationship between harvest and rainfall 
pattern in Tanzania one cannot use the annual observa­
tions of rainfall directly since these statistics are 
based on the calendar year whereas the harvest is 
reported for the crop year that runs from July to 
June.
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38.

39.
40.

The rainfall during the period Nov.-Dec., often called 
the Short Rain, and the rainfall during the period 
Feb.-April which in contrast is referred to as the 
Long Rain, is of crucial importance in determining the 
quality of the harvest in Tanzania. A study of the 
relationship between rainfall and the marketed surplus 
of food grains in the major food grain producing 
regions for the period 1963/64 - 1972/73 can be found 
in Odegaard (1974).
These researchers also have used a set of prices that 
appears to be very inappropiate. Not only have they 
utilized a price deflator that has very little bearing 
on the production of maize, but also the price index 
of the competing crop to maize does not appear appro- 
piate either. The latter index is based only on the 
producer prices of cotton and coffee. Considering the 
fact that coffee is a perennial crop that hardly 
competes with maize for peasant resources of land and 
labour, the choice of this index does not appear to be 
very sensible.
See Table 5.9.
Cf. Chapter 2 footnote 58.
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CHAPTER 6

In this final chapter our task is to examine the merits of 
the agricultural policy, and especially the food self-suf­
ficiency policy, pursued in Tanzania since the early 1970s. 
We shall seek to show that this policy has not been condu­
cive to an acceleration of Tanzania's development and hence 
policies ought to be reformed so that peasants can be 
induced to reswitch some of their resources back to cash 
crop production.

The first notable switch in the trend of the composition of 
output of the peasant sector occurred in the early 1920s 
when the colonialists' opposition to peasant cash crop 
production gradually diminished and as a result peasant 
cash crop production started to rise rapidly, a trend which 
continued during the 1920s and much of the 1930s.The 
second switch apparently took place during the Second World 
War. In this period food crop prices appear to have in­
creased more rapidly than cash crop prices and as a result 
many peasants reallocated some of their labour and land 
resources back into food crop production.3) The third

AGRICULTURAL POLICY IN TANZANIA: SELF-SUFFICIENCY IN FOOD 
CROP PRODUCTION VERSUS CASH CROP PRODUCTION: A SUMMARY 
ASSESSMENT

From the historical accounts given in the previous chapters 
two important conclusions emerge. First we have seen that 
since the turn of this century peasants' crop production 
has increased at a rate substantially higher than the 
growth rate in rural population.^ Secondly, in the course 
of the past 50-60 years there have been several reversals 
in the trend of the composition of the output produced by 
the peasants.
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5) These

In this chapter we shall argue the case for a policy which 
works to convert the present trend and stimulate cash crop 
production again. For this purpose we shall proceed as 
follows. In Section 6.1 we shall briefly restate the objec­
tives of Tanzania's agricultural policy focusing on the 
food self-sufficiency objective and the strength of the 
arguments in favour of this as discussed in the literature. 
The main thrust of our argument concerning the need to 
reverse the present trend in the composition of output 
produced in the agricultural sector we shall seek to estab­
lish in Sections 6.2-6.4, where attempts will be made to 
demonstrate the adverse effects the present trend of agri­
cultural output has had on such matters as employment, 
trade, savings, investment and income growth and distribu­
tion. In conclusion we will take up a brief discussion of 
two key policy issues that are of central importance in 
securing a renewed increase in cash crop production, namely 
(1) the release of the production constraint in the peasant 
sector, and (2) an appropriate incentive policy for cash 
crop production.

switch occurred in the early 1950s when cash crop prices 
began to rise much more rapidly than food crop prices, 
inducing many peasants to reallocate their resources away 
from food crop production to cash crop production.2*) The 
fourth switch in resource allocation in the peasant sector 
clearly took place in the early 1970s when, especially in 
the traditional food market, food crop prices again began 
to rise much more rapidly than cash crop prices and as a 
result peasants found it profitable to switch land and 
labour resources back to food crop production.
repeated reversals in the composition of the output pro­
duced in the peasant sector are a strong indication that 
agricultural producer prices effectivly govern resource 
allocation in peasant farming.
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to

wards.

Without going into a general discussion of how the alterna­
tive strategies have succeeded in other countries1, we 
can with regard to Tanzania stress that an import substitu­
tion industrialisation policy is likely to have unfavourab­
le effects on agricultural production e.g. through an over­
valued exchange rate and a tax structure biased against the 
agricultural sector, and thereby on the income of rural

in food supply all over the country.8) in Tanzania one may 
also find signs which indicate that food has moved out of 
an area when people have been starving in that area.9)

A second argument in support of a food self-sufficiency 
strategy is of a more general political nature. It is 
argued that in order for a LDC to become more independent 
economically it will be necessary for the country to free 
itself from the colonial heritage associated with cash crop 
production. For this purpose it is argued that the country 
must look inwards for development potential and not out- 

An inward-looking development strategy is generally 
associated with an industrialization policy based on import 
substitution, whereas an outward-looking policy is linked 
to export promotion policies.

In general therefore it seems that the best policy 
prevent the occurrence of famine is one where the focus is 
on increasing the income and the stability of income of the 
poor rural people rather than concentrating on food crop 
production. In Tanzania, where the problems of food shor­
tages are as a rule highly location-specific, the preven­
tion of famine is likely to be better enhanced by a policy 
that focuses on securing a good communication infrastruc­
ture and growth of income rather than food production 
per se. A strategy of food self-sufficiency that implies a 

• lowering of the income of the rural people may actually 
increase the risk of famine in a country.
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can by

It seems that with, 

gy»

The pursuit of an inward-oriented development policy is 
advocated also on the grounds that there is a secular 
tendency for the terms of trade in primary products (cash 
crops) to decline. The development of the terms of trade of 
the LDCs has been the subject of extensive studies. In 
general it seems that the evidence of a secular tendency 
for the terms of trade of LDCs to decline is not well- 
founded. 13) in any case an aggregate analysis of develop­

ments in the terms of trade of the LDCs is often of poor 
relevance for an individual country because the country's 
terms of trade may differ considerably from the overall 
index of the terms of trade of the LDCs as a group. For 
Tanzania we shall shortly see that the net barter terms of 
trade has not declined during the post independence period.

people.11' This will, as argued above, increase the risk of 
famine even though food crop production may be enhanced. In 
Chapter we found that the overvaluation of the exchange 
rate caused the domestic price of import competing goods 
such as food grains to increase relative to the domestic 
price of cash crops.12) Naturally such an increase in food 
crop prices will stimulate food crop production.

for example, the present cost of ener- 
the LDCs cannot hope to compete with the industrialized

In general and without specific studies for the country in 
question, it therefore seems that the food self-sufficiency 
strategy is based on rather weak premises. Moreover, it 
should be noted that the various roles of the agricultural 
sector such as (1) to provide food for a growing non- 
agricultural population, (2) to earn foreign exchange 
through cash crop exports, (3) to contribute to capital 
formation through increased savings, and (M) to function as 
a market for an expanding industrial sector, can by no 
means be assumed to be mutually compatible.14)
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Thus,

' To achieve national self-sufficiency in food, and to 
raise the nutritional standard of all people.
Through increased output, to contribute to the general 
raising of the living standard of all Tanzanians.

countries in food crop production, especially food 
grains.15) (This is at the present time especially so since 
the industrialized countries for various reasons pay huge 
subsidies to their own farmers). The comparative advantage 
of the agricultural sector of an LDC country appears prima­
rily to lie in cash crop production and hence the roles of 
the agricultural sector in providing food (read food 
grains) for the non-agricultural sector and at the same 
time earning foreign exchange conflict. Moreover, the role 
of the agricultural sector as a source of savings for 
capital formation and industrial development is not very 
compatible with the role of the agricultural sector as a 
market for an expanding industrial sector either.

it is of vital importance to set priorities as to 
what role the agricultural sector should play. In the late 
1960s efforts were made in Tanzania to work out how the 
agricultural sector could best contribute to the economic 
development of the country. 1&) In each district a crop 
production priority list was made. However, this exercise 
did not help much in clearifying the optimal role of the 
agricultural sector. In practice these priority lists did 
not amount to much more than long lists of which crops 
could possibly be produced in each district given the 
natural resource constraints.1?) It was the events of the 
early 1970s which more or less automatically gave rise to 
the food crop production priority in Tanzania. The back­
ground for these events we depicted in Chapter 4. The 
priority accorded to food crop production is also official 
policy today. As recently as 1983 a policy document stated 
as the main objectives of Tanzanian policy:
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6.2 Changes in Resource allocation in Agriculture and the
Utilization of Labour____________________________________________

To earn foreign exchange for the nation, as well as to 
meet the needs of agriculture.
To provide raw materials for the nation's industrial 
sector.’18)

A characteristic aspect of labour use in the agricultural 
sector is that it is highly seasonal which means the labour 
force is greatly underutilized for large parts of the year. 
The utilization of the labour force in the agricultural 
sector is however greatly influenced by the composition of 
the output produced since the various crops differ greatly 
in their labour input requirements. According to the labour 
input coefficients reported in Chapter 3 Table 3-3 it seems 
that the utilization of labour in the peasant sector is 
best secured with cash crop production rather than food 
crop production since cash crops are markedly more labour­
demanding than food crops.

In Tanzania very few earn livings as wage earners. Accor­
ding to the population censuses of 1 967 and 1 978 the pro­
portions of the labour force that earned livings as wage 
earners in these two years were 5.7 percent and 6.3 percent 
respectively. The large majority of the labour force earn 
their living as peasants.19)

In the ensuing sections we analyse the merits of the agri­
cultural policies pursued since the early 1970s by seeking 
to trace the consequences which the switch to food crop 
production has entailed for the economy. Naturally we con­
fine our discussion to some broad aspects that are of 
central importance in a national economic perspective.

This was of course also one of the main reasons why the
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Icends_in_Wage_ Employment

In order to see how labour use in the large-scale farming 
sector and in the other sectors of the economy has deve­
loped we have to study the pattern of wage employment.

Clearly in the large-scale farming sector resource alloca­
tion in different lines of production will also have a

The development of wage employment in Tanzania during the 
past three decades is reported in Appendix Tables D.2-D.3. 
The main trends which emerge from these tables are: (1) a 
relative increase in employment in the public sector, and 
(2) a relative and an absolute decline in wage employment 
in the agricultural sector i.e. in the large-scale farming 
sector.

early colonialist settlers were opposed to peasant cash 
crop production since this would reduce the supply of 
labour to their farms and estates.20) The higher labour 
input requirement for cash crops than for food crops thus 
means that the present trend in the composition of output 
produced in the peasant sector, with more food crop produc­
tion at the expense of cash crop production, has not been 
conducive in securing a higher utilization of labour in 
this sector.

In 1962 some 25 percent of all wage employees were employed 
in the public services. At that time very few parastatal 
firms had been established. At present public services and 
parastatal firms together employ some two-thirds of all 
wage earners. Concurrent with this change, wage employment 
in the other sectors of the economy has also changed. At 
the dawn of independence some 50 percent of all wage em­
ployees were employed in the agricultural sector. In 1982 
this proportion was down to 20.3 percent.
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(D
(2)

Tea
1.244
0.166

Wheat
0.025
0.027

Much of the decline in employment in the large-scale far­
ming sector can also be attributed to technological pro­
gress, notably mechanical innovation in sisal production. 
In the early 1950s a rule of thumb on labour productivity 
in the sisal industry read as follows 'one ton per labourer

where P is the respective producer price per kg.

from URP/TAKWIMU(1981b) Table 25; UKT/mdB (1981 ) Annex 6

Cash Crops
Sisal

0.586
0.270

Food Crops
Sugar

0.106
0.116

(1) ■ number of labourers per ton(2) - (1)^

Sources:Computed i
Table 4 and Annex 12 Table 1.1 J Appendix Table A.1 and Appendix
Table B.l.

Table 6.1 Labour Inputs per Unit of Output of Major Cash Crops and Food Crops 
Produced in the Large-Scale Farming Sector,Tanzania 1978.

major impact on the pattern of employment in this sector. 
For this sector we saw in Chapter 3 Table 3.2 that cash 
crop production, notably sisal production, declined, whe­
reas sugar production increased. Practically all sugar 
production goes for domestic consumption. This change in 
the composition of output produced also explains the de­
cline in wage employment for the agricultural sector as 
reported in Appendix Table D.3. The first explanation for 
this is that in the large-scale farming sector cash crops 
are more labour-demanding than food crops, see Table 6.1. 
Secondly food crop production in the large-scale farming 
sector has not increased to an extent that would have 
matched the decline in cash crop production. Food crop 
production in the large-scale farming sector would have had 
to increase by at least some 4-5 times the decline in cash 
crop production in order to keep the employment level in 
the large-scale farming sector constant (see Table 6.1). 
This has not taken place.
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income for cash

per year’.21) According to employment figures and produc­
tion figures reported for 1978 this figure appears to have 
increased to 1.72 tons per labourer per year.22)

Changes in resource allocation in the agricultural sector 
will of course also have indirect effects on the overall 
utilization of labour in the economy since the output 
produced in the agricultural sector will constitute a major 
input to the other sectors of the economy. An indication of 
such indirect effects can be obtained from an input-output 
table that shows the input and output flows between diffe­
rent sectors in an economy of the goods and services pro­
duced .

Unfortunately there are probably large errors in the 1969 
input-output table and hence also in the technical coeffi­
cient matrix used to derive the multipliers in Kim’s study 
and therefore only limited confidence can be given to the 
results reported by Kim. Nevertheless, the general picture 
that cash crops have more favourable effects on national 
income, wage earners' income and the balance of trade, is 
probably correct.

In Tanzania three input-output tables for the economy 
exist, one for 1961, one for 1969 and one for 1976. The 
1976 input-output table has, however, not yet been offici­
ally released. Based on the 1969 input-output table that 
contains 45 productive sectors Kwan Kim has attempted to 
derive multipliers that can gauge the effects an increase 
in final demand of the output produced by the productive 
sectors has on: (1) national income, (2) wage earners' 
income, and (3) the balance of trade. In general he finds 
that cash crops have a more favourable effect on all three 
counts than food crops.23)

The higher multiplier on wage earners'
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for food crops.

Changes_in_the_Domestic_Trade_Pattern

6.3 Composition of Agricultural Production and the Trade
Pattern___________________________________________________________

According to our findings in Chapter 5 it seems that the 
domestic trade pattern changed markedly in Tanzania during 
the 1970s. The tonnage of produce marketed in the official 
market declined due to a decline in cash crop production 
without any corresponding increase in food crop marketing. 
No doubt food crop production in the peasant sector has 
increased, but this produce has increasingly found its way 
into the traditional food marketing system. The expansion 
of trade in this market appears to have been caused by a 
combination of demand pressure and, as described in Chapter 
4, a deterioration in the efficiency of the official marke­
ting system. For these reasons the levels of food crop 
prices in the traditional food market have become higher 
than the official prices of food crops and thereby en­
couraged peasants to sell their surplus food in the tradi­
tional food market. In contrast to the prices in the offi­
cial market food crop prices in the traditional food market

crops than for food crops can also be read as indicating 
that the overall employment effect following an increase in 
exogenous final demand for cash crops will be higher than 

The labour intensity in cash crop pro­
cessing is in general found to be substantially higher than 
in food crop processing industries.Thus since cash 
crops are apparently more labour-demanding in production at 
the farm as well‘as in processing in agro-based industries 
than food crops, it seems most likely that the increase in 
food crop production at the expense of a decline in cash 
crop production has had a negative impact on the utiliza­
tion of labour not only in the agricultural sector but also 
on wage employment in the other sectors in the economy.
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Source: Bank of Tanzania (1982),Table 5«

1969
605 

7460 
12.3

1977 
2380 

26578
11.1

1975
1756

16988
9-6

1973
1199

11490
9.6

1981 
6616 
39622
6.0

1971
986 

8856 
9.0

It seems reasonable to claim that part of the explanation 
for the decline in the velocity of the currency in circula­
tion is that transactions in the traditional food marketing 
system are made outside the banking system, not only be-

Table 6.2 Velocity of Currency in Circulation Outside Banks, 
Tanzania 1967 - 1981, selected years.

have increased in line with the overall inflation which has 
partially occurred as a consequence of the rapid expansion 
of the public sector.25)

1979
4055 
32572

8.0
31st Dec.,T.shs.mil.

An indication that trade in the traditional food market has 
increased may also be obtained by noting the decline in the 
velocity of currency in circulation outside the banks that 
developed during the 1970s. In an economy like Tanzania 
where money as a medium of exchange has a fairly short 
history one would expect the velocity of money gradually to 
increase in the transition from a subsistence economy to a 
monetized economy. Yet in the most recent history of Tanza­
nia the velocity of currency (read money) is apparently 
declining, according to Table 6.2.

1967 
*' 512 

6735 
■ 13.2

Year:
Currency
GDP^

Velocity
*) currency in circulation outside the banks as at 
§) GDP at factor costs in current prices, T.shs.mil. 
Velocity = GDP/Currency.

T.shs.mil
T.shs.mil
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Part of the reason for this decline in the rate of invest­
ment was that the tax base of the government was eroded 
with the expansion of trade outside the official marketing

in the
In Tanzania one

cause some of these transactions are illegal such as trade 
in scheduled food crops, but also because the traders in 
this market seek to avoid paying taxes, licences and the 
like. Therefore the increased money earned by these traders 
will be used to enlarge their cash holdings and hence the 
velocity of the currency in circulation will decline.

The expansion of trade outside the official marketing sy­
stem and the concurrent expansion of money in circulation 
outside the banking system will have serious adverse ef­
fects on such important aspect as e.g. government tax 
revenue and investment. In Appendix Table C.3 it can be 
seen that the rate of gross capital formation declined 
considerably during the 1970s. During the period 196*1 to 
1974 gross capital formation in real terms increased at an 
annual rate of 12.1 percent, whereas during the period 1974 
to 1982 it only increased at an annual rate of 2.8 percent 
per annum.

The decline in the velocity of currency in circulation is 
however not solely due to an expansion of trade 
traditional food marketing system. In Tanzania one can 
observe a large growing sector that is commonly referred to 
as the informal sector. All food crop trading in the tradi­
tional food market is conducted in this so-called informal 
sector. But, in this sector a large variety of other entre­
preneurs also opperate from the shoe-shiner to the small- 
scale industry, workshops, repairshops etc.26) These agents 
probably also keep much of their money outside the banks 
and so a rapid growth of this informal sector is also 
likely to lead to a decline in the velocity of currency in 
circulation.
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system and the growing informal sector. In Chapter 4 we 
have seen that the tax base has become quite narrow. The 
principal source of tax revenue during the 1970s was a 
sales tax on such luxurious goods as beer and cigarettes. 
At the same time as the tax base has been eroded the go­
vernment has become the principal investor and naturally 
this has caused the investment rate to decline.27)

The erosion of the tax base will also quite naturally tend 
to enlarge the government’s buget deficit and since there 
is a direct link between this deficit and money supply28) 
such an erosion of the tax base is also working to accele­
rate the inflation rate reported in Chapter 3 Table 3.10.

Thus the changing pattern of domestic trade that partly 
resulted from the expansion of food crop production at the 
expense of a decline in cash crop production, seems to have 
eroded the tax base of the government with consequent 
negative effects on the rate of investment in the economy 
and probably also a consequent acceleration in the infla­
tion rate.

Reading Appendix Table C.3 it also seems that the domestic 
source of savings for capital formation has declined. Some 
of this decline may also be due to the expansion of trade 
outside the official marketing system where money is pro­
bably primarily used for trade, speculation and consumption 
and very little for investment. It should be noted again 
from Appendix Table C.3 that investment in the agricultural 
sector in real terms showed a rather sharp decline during 
the latter half of the 1 970s. In fact it seems that in­
vestment in the agricultural sector has steadily declined 
since the mid 1960s, except for a short lived reversal of 
the declining trend in 1976.
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Changes_in_External_Trade

The other important point to be noted from Table 6.3 is 
that non-agricultural exports declined relatively more than 
agricultural exports as the share of agricultural exports 
in total exports increased.

In Table 6.3 price and quantity indices of agricultural 
exports and total imports are reported together with deve­
lopments in the merchandise trade balance. The table gives 
an indication of the relationship between resource alloca­
tion in the agricultural sector and the external trade 
balance.

The underlying cause of the trend reported in Table 6.3 
Green, Rwegasira and van Arkadie claim is ’structural* in 
its origin and therefore cannot be rectified by a devalua­
tion and government budgetary restraint, the two major 
policy prescriptions made by the IMF as conditions for 
releasing funds to countries with severe balance of pay­
ments problems.30)

The most important feature to note in Table 6.3 is the 
dramatic deterioration in the trade balance as a result of 
the simultaneous decline in export volume and the increase 
in import volume. The net barter terms of trade, i.e. 
px/pM> did nofc deteriorate during the period covered in 
Table 6.3. The country's indebtness to the rest of the 
world did not, either, decrease to the same extent as the 
decline in the trade balance, since during the same period 
the country received considerable amounts of foreign 
aid.2”
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Year shs. mil.(a)

Si

= index of average import prices according to UNCTAD, (1979). The index 
for the years 1978-1981 has been computed by the author by linking 
UNCTAD's index to an index refleting the cost of manufactured goods 
on the international market prepared by the World Bank. This latter 
index is reported in URT/MDB (1981), Summary Appendix Table 3.

■ index of total imports in constant 1966 import prices

1966
19671968
19691970
1971
1972
1973
1974
1975
1976
1977
1978
19791980
1981

1269 
1292 
1192 
1136 
1262 
1268 
1401 
1841 
2157 
2164 
3402 
3899 
3152 
3536 
3126 
4459

100
94.9
95.8
138.9
126.1
151.4
162.4
179.7
267.8
295-9338.1
525.0
350.0 
424.O 
452.2
504.8

100 
103 
103 
104 
106 
115 
124 
153 
215 
232 
239 
259 
305 
350 
392 
419

100 
94 105 
97 

127 
140 
137 
138 
148 
142 
113 
123 
171 
151 
152 
143

67 
136

- 117
83

- 422
- 736
- 601
- 898 
-2397 
-2929 
-1312 
-1663 
-5127 -4669 
-5885 
-4817

68.2
78.5
75.2
68.1
74.7
73.1
66.4
82.4
84.5
89.4
82.8
85.985.8
83.0
75.0
84.9

100
107
98
64
7966
68
81
63
58
79
58
71
66
5570

1.00 
0.92 
0.93 
1.34 
1.19 
1.32 
1.31 
1.17 
1.25 
1.28 
1.42 
2.03 
1.15 1.21
1.15 1.20

The term structural is a term often used to explain balance 
of payments problems and inflation. But, the term is not 
well defined. It is often used rather loosely to refer to 
various forms of bottlenecks and constraints in an economy

Table 6.3 Agricultural Exports and the Merchandise Trade Balance, 
Tanzania 1966 - 1981.

Qxpx

px

PM
Merchandise Net Barter 
Trade Balance Terms of Trade

PX/PK
Total ImportsCalendar Agricultural Exports 

shs. 
mil.

Sources: URT, The Economic Survey, ( various issues), UNCTAD,(1979)> and 
URT/MDb,(1961), Summary Appendix Table 3.

(a) = agricultural exports in percent of total exports.
= export price index for agricultural goods. Estimated from average 

export prices of cashewnuts,coffee,cotton,sisal,tea,tobacco, meat 
and cloves,weighted by each crop's respective share in total 
agricultural exports. These export prices are reported in URT The 
Economic Survey , (various issues).

Q„ = index of agricultural exports in constant 1966 export prices
PM
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Total

Source: URT/MDB (1932),Table 1 and Table 2.

Table 6.4 Estimated Import Requirements for Production,Transport and Processing 
of Major Food Crops and Cash Crops, Tanzania 1981.

Sector
Crop

Reading Table 6.4 it seems that food crops were more im­
port-demanding than cash crops. Great care must be exer-

O.1992
0.34940.2022
0.4593

O.O848 
0.0408 
0.1307 
0.1407

0.0294
0.0540
0.0263
0.2256

0.1861
0.1852
0.12150.0248

0.00350.0986
0.0848
0.0410

0.4701
0.5754
0.45440.6248

0.2200
0.2532
0.1171
0.4455

Large Scale Farming
Sisal
Sugar
Tea
Wheat

Imported Inputs US s/ Average Export Price US $ 
Production Transport Processing

Peasant Farming
Coffee 0.1871
Cotton 0.1006
Cashewnuts 0.0060
Maize O.1789*

*) based on marketed volume

But, increased imports also played a role in the deteriora­
tion in the trade balance reported in Table 6.3. Here it 
may be noted that the switch towards food crop production 
probably also tended to increase imports. This can be 
inferred from Table 6.4 where an estimate of the import 
requirements in different lines of production in the agri­
cultural sector is reported.

distinction between the aggregate 
supply curve of the agricultural sector and the supply 
curves for exportable crops and food crops. While the 
former curve probably is fairly inelastic, for the latter 
two curves we have in Chapter 3 Figure 3.1 and 3.2 found 
indications that point to a fairly high price elasticity.

that cause balance of payment problems and inflation.31) 
However it seems that Green, Rwegasira and van Arkadie in 
their analysis of the balance of payments problem in Tanza­
nia have not made a
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The changing pattern of resource allocation in the large- 
scale farming sector also contributed to a worsening of the 
trade balance reported in Table 6.3. In the large-scale

cised in reading Table 6.4. We saw in Chapter 3 that very 
few purchased inputs are used in peasant food crop produc­
tion. The reason for the rather high imported input re­
quirements for maize reported in Table 6.4 is that this 
estimate is based on the marketed surplus and not on total 
production of maize. The imported inputs per unit of total 
production naturally are much lower. However, the principal 
difference in imported inputs requirements between food 
crops and cash crops produced in the peasant sector is in 
transport. For maize which is the principle food crop 
produced in the peasant sector the imported transport cost 
element is reported to be some 10 times higher than for 
cash crops.

There are two important matters that will have a bearing on 
transport costs in agriculture: (1) differences in bulk- 
/price ratio between different crops, and (2) the spatial 
pattern of crop production. Ideally the spatial pattern of 
crop production should be guided by the bulk/price ratio 
since this would work to minimize total transport costs in 
the agricultural sector. Crops with high bulk/price ratios 
should primarily be produced close to centres of demand and 
crops with lower bulk/price ratios could be produced fur­
ther away.32) Unfortunately, it appears that the change in 
the spatial pattern of crop production that developed in 
Tanzania during the 1970s was contrary to this principle. 
In Chapter 5 we saw that food grain production increased 
most sharply in the most remote areas while cash crop 
production in the same areas declined and as a result 
consumption of imported fuel in the agricultural sector 
probably increased.
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But,

6,4 Trends in the Growth and Distribution of Income

G E 2H £13-in_Na i i 2 nal_I D220?g/ Qutpu t

From the national accounts statistics presented and as­
sessed in Appendix C, it seems that there are large errors 
in the official GDP estimates. For the latter half of the 
1970s the official GDP estimates may overestimate the true

In Chapter 2 we also found that land in food grain produc­
tion on state farms during the 1970s increased. Since, 
according to Table 6.4 large-scale food grain farming is 
more import-demanding than peasant food grain farming, this 
expansion of land in state food grain farming also meant 
that the use of imported inputs for the agricultural sector 
increased.

Summarizing this section it seems that the expansion in 
food crop production at the expense of a decline in cash 
crop production tends to cause a decline in the trade 

in cash crop exports

farming sector we have seen that sisal production declined 
dramatically whereas sugar production increased and since 
sugar clearly is more import-demanding than sisal this also 
meant increased imported inputs including fuel.

production tends to cause 
balance that exceeds the decline 
because imports increase. In his study Kim also reports the 
balance of trade multiplier for cash crop production to be 
much higher than one. But, in the absence of reliable data 
on input-output flows between different sectors of the 
economy, it is not possible to derive accruate estimates of 
the ’true* multipliers for cash crops and food crops. 
Nevertheless, the cash crops balance of trade multiplier is 
no doubt much greater than one whereas the balance of trade 
multiplier for food crops is substantially less than one, 
if not negative.
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Source: Computed, from Appendix Table C.2.

GDP 
5-5 2.1

GDPA
2.53.6

Both series of estimates are of course very crude, never­
theless considering the fact that for the period 1974-1980 
we have seen (1) a substantial decline in output produced 
in the large-scale farming sector33). (2) a decline in 
export earnings which has aggravated the foreign exchange 
constraint and has probably contributed to a decline in 
manufactured good output34), (3) a decline in the utiliza- 

• tion of labour, and (4) a decline in the domestic source of 
savings for capital formation and a decline in real in­
vestment in the agricultural sector35), it seems highly 
unlikely that aggregate domestic output would have in­
creased at a faster rate during the period 1974-1980 than 
during the period 1966-1972. Therefore since the author's

1966 - 1972 
GDP 
4.6 
5.1

1974 - 1980 
GDP 
4.9 
3.7

values by some 5-7 percent in real terms. Naturally such 
overestimation, which has varied strongly over time, will 
greatly affect the growth rate estimates. This is indicated 
in Table 6.5 where the growth rate of GDP for both the 
official and the author's own adjusted GDP are reported for 
two subperiods 1966-1972 and 1974-1980.

Official Estimates % 
Author's Estimates %

Table 6.5 Annual Growth of GDP and GDP in the Agricultural Sector (GDPA) 
in Real Terms.

Comparing these two series of GDP estimates it is seen that 
the official estimate for both overall GDP and GDP for the 
agricultural sector shows a higher growth rate for the 
period 1974-1980 than for the period 1966-1972. The au­
thor's own adjusted estimate by contrast shows a lower 
growth rate for the period 1974-1980 than for the period 
1966-1972.



Trends in Income Distribution

it 
and

adjusted growth rate of GDP for the period 1974-1980 is 
only slightly higher than the growth rate in population it 
means that the GDP per capita most likely stagnated and 
perhaps even declined slightly during the last decade.

The lack of reliable statistics on income distribution has 
apparently not deterred researchers from attempting to 
derive income distribution indicators for Tanzania. In 
their most recent study on Tanzania ILO discuss thoroughly 
their own measurements on income distribution compared to 
the finding reported by Jumanne Wagao.39) This comparison

In his address to the nation on the 10th year anniversary 
of the Arusha Declaration the President had this to say on 
the trends in income distribution: ’Although reliable sta­
tistics are non-existent in this area, it appears that 
since 1967 the hard working peasant (especially in areas 
with a good cash crop) has improved his lot faster than an 
equally hard working wage-earner in the towns'.38

same time 
tha t

as per capita real GDP stagnated, 
appears that wage earners have received a smaller 
smaller share of the GDP produced. In 1970 the total wage 
bill of public services represented some 68.8 percent of 
the total value of public services. In 1978 the correspon­
ding figure were down to 60.7 percent.36) For the parasta- 
tal firms the trend was the same. Labour’s share of the 
income of parastatal firms fell from 46.8 percent in 1970 
to 41.7 percent in 1978.37) For the peasants we saw in 
Chapter 4 that they received a smaller and smaller share of 
the value of the crops sold in the international market. 
Thus on the whole it appears that the real income of the 
average citizen in Tanzania fell significantly during the 
past decade.

At the



207

Researcher
1976/77

ILO (1982)
Wagao (1981)

0.57
0.36

0.49
0.42

0.51
0.49

0.44
0.59

The most important points to note in Table 6.6 are (1) 
Wagao's estimates indicate that income distribution in both 
rural and urban area has deteriorated between 1969 and 
1976/77 whereas ILO reports the opposite, (2) Wagao shows 
that income is more equally distributed in rural areas than 
in urban areas, whereas ILO shows the opposite, and (3) 
Wagao reports a much lower Gini coefficient for rural areas 
than ILO for both 1 969 and 1 976/77. In the urban areas, by 
contrast, both report practically the same Gini coefficient 
for 1969, but for 1976/77 ILO estimates that the Gini 
coefficient declined whereas Wagao got the opposite result.

is particulary interesting because both studies are based 
on the same sources of data and the same methodology, and 
yet the findings of these two studies are diametrically 
opposite.

Urban
1969

The Gini coefficients on rural and urban income reported in 
these two studies are restated in Table 6.6.^®^

Table 6.6 Gini Coefficients for Rural and Urban Income , 
Tanzania 1969 and 1976/77.

Rurala)

1969 1976/77

It is indeed difficult to reconcile these contradictory 
findings. ILO suggests that one reason for the differences 
is that Wagao worked with too few income classes in his 
derivation of the Lorenz curve, which would bias his esti-

a) refers to rural cash expenditure (read income) only 

Source: ILO (1982),Table TP 13.1.
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In order to shed some light on these contradictory findings 
it might be helpful to study some other indicators that 
have a bearing on the changes in income distribution in 
Tanzania. These are shown in Figure 6.1 where three indices 
of the rural net barter terms of trade (TTR) from three 
different sources are plotted on a time axis together with 
an index which shows changes in the average urban real wage 
(ARWU).

The TT^ plotted in Figure 6.1 is simply defined as an index 
of average producer prices of cash crops and food crops 
deflated by a consumer price index that presumably reflects 
prices of goods and services bought by rural people. The 
reason for the different results reported by the three 
sources of the TT^, is that different price indices are 
used. Alan Amey and Frank Ellis use only producer prices of 
the official market in computing the rural net barter terms 
of trade.^2) The index of the rural net barter terms of 
trade computed in Appendix Table B.7, by contrast, seeks to 
take account also of prices of food crops in the tradi­
tional food market. It is for this reason that the latter 
index does not exhibit the same sharp decline towards the

However, whether the Gini coefficients estimated by Wagao 
have a downward bias or ILO reports an upward bias of the 
Gini coefficients, does not really explain the reason why 
one researcher can report a deterioration in income distri­
bution while another researcher using the same data and the 
same methodology can obtain a diametrically opposite re­
sult.

mates downwards.1*This may be' a valid point. On the other 
hand since peasants farms appear to be fairly homogeneous 
in terms of size (cf. Chapter 1 Table 1.3), it seems quite 
reasonable that incomes in rural areas be more equally 
distributed than in urban areas as Wagao reports.
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end of the 1970s as the index reported by Ellis,

of Rural Net Barter Terms of Trade (TTR)

120

no
100

50

1965 1970 1977* i960

Sources: Amey,(1976)-Table 6; Ellis,(1980) Appendix Table C,‘ ILO,(1982) 
Table 19*8, and Appendix Table B.7 below.
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60
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Figure 6.1 Indices <
Real Wage (ARWU) , Tanzania 1965/66 - 1980/81.
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However, even though the three indices are not directly 
comparable, it seems clear enough that the rural net barter 
terms of trade (TTR) declined almost continously after 
1969. The decline was reversed substantially but only for a 
short while in the mid-1970s when food crop prices were 
drastically raised following the severe droughts in 1973/74 
and 1974/75, but apparently this reversal in the tren o 

falling TTr was only short-lived.

Average Urban



210

It is however of great importance to realize that although 
there has been a redistribution of income between the

The President was therefore probably in error when he 
linked the improvement in peasants’ incomes vis-a vis the 
urban worker to the possibilities of earning a good income 
in cash crop production, (cf. the quotation given above). 
It is more likely that it was the possibility of earning a 
good income in food crop production that enhanced the 
income of the peasants, if it was enhanced at all during 
the 1970s.

The overall distribution of income in the country may also 
have improved somewhat with increased food crop prices 
since food crop production was much more evenly distributed 
in the country. At the dawn of independence economic deve­
lopment was very unevenly distributed in the country being 
confined primarily to the major cash crop producing re­
gions. This unequal distribution of economic development 
has been greatly mitigated in the post colonial period, 
partly by direct government direction of resources to less 
developed regions, but also by the sharp rise in food crop 
prices that took place during the last decade.

It was, however, not only the rural net barter terms of 
trade that declined. In Figure 6.1 it can readily be seen 
that the urban real wage also declined rather sharply 
during the 1 970s. In fact by the end of the 1 970s it seems 
that the urban real wage had been much more eroded than the 
rural net barter terms of trade. The income distribution of 
the whole country may thus have improved somewhat since it 
appears that the real income of the urban wage earners fell 
more than the real income of the peasants. The net barter 
terms of trade of the peasants probably did not fall as 
sharply as the urban real wage and in Chapter 3 we saw that 
output produced by the peasants probably did not decline.
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or

6.5 Summary and Conclusions

An important conclusion which emerges from this study is 
that the marketed surplus produced by the peasants in 
Tanzania seems to have increased at a fairly constant rate, 
at least during the past three decades. But we have also 
found that, in spite of this growth in the marketed surplus 
produced by the peasants, the recent agricultural policy 
emphasising food crop production has not been conducive to 

In 
arguments in 
well founded. 
(1) that the 
(2) that the

an acceleration of the development process in Tanzania. 
Section 6.1 we have found that the general 
favour of food self-sufficiency are not very 
In the subsequent sections we have found: 
utilization of the labour force has declined, 
tax base of the government has been eroded as a result of a 

change in the domestic trade pattern, (3) that the rate of 
investment has declined and inflation accelerated, (H) how 
the contraction of trade in the official market has caused 
exports to decline but imports to increase leading to a 
severe balance of payments problem that is strangling ef­
forts to secure a more balanced production structure of the 
economy, and (5) how growth in the national income has 
stagnated and how the acceleration of the inflation has 
eroded the income of the urban workers and probably also 
the peasants.

regions this cannot be read to signify that there has been 
any redistribution of income within each region. Thus in 
the absence of more reliable data on income distribution 
that those which underly the estimates presented in Table 
6.6, the only safe conclusion that can be made is that some 

improvement of the spatial distribution of income in the 
country has taken place, but that there is no solid eviden­
ce that can show that the distribution of income from the 
rich to the poor has changed markedly for the better 
worse.
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these

Securing an increase in cash crop production is basically a 
matter of (1) releasing the production constraint in the 
peasant sector, and (2) providing the appropriate incen­
tives for peasants to alter their resource allocation such 
that more cash crops will be produced. We will now high­
light some important aspects of these matters that are of 
crucial importance for securing an increase in cash crop 
production.

Elimination of the Production Constraint in the Peasant 
Sector

It seems that these unfavourable developments can be more 
or less directly linked to the switch to food crop produc­
tion in the peasant sector and a similar switch in the 
large-scale farming sector. In order to improve the situa­
tion it seems that what needs to be done is to turn the 
tide again to initiate a renewed increase in cash croc 
production. It can fairly safely be assumed that Tanzania, 
being a small country in the international market for cash 
crops'^), can increase its export of cash crops without any 
serious adverse effects on its terms of trade with the rest 
of the world.

The rural development policies pursued during the past 
three decades apparently have shifted from one extreme to 
another by targeting on different groups in the rural 
areas. In the 1950s and the early 1960s the target groups 
for the rural development policies and programmes were the

In Chapter 3 we saw that there are basically two major 
constraints on peasants1 crop production namely a labour 
constraint and a land constraint. By and large it seems 
that the rural development policies pursued during the past 
three decades instead of working to release these con­
straints have in fact made the constraints more binding.
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The fear of an emerging rural proletariat with no access to 
land thus seems to have been grossly exaggerated and conse­
quently the rural development polices pursued have by and

One can of course observe differences in living standards 
among rural people, but it seems that the age-old fabric of 
the extended family system is still able to secure a fairly 
even distribution of welfare not only among rural people 
but also between urban and rural people. Urban living is 
still a recent phenomenon in Tanzania that there hardly 
exists any urban Tanzanian who does not maintain strong 
ties with his or her family in the village where he or she 
was born and raised. The strength of this ties has become 
quite visible during the 1970s with the falling real in­
comes of the urban workers. For the urban poor it seems 
that, to a certain extent, their living is supported by the 
food they obtaih from their families in the villages.

progressive peasants/farmers. By the end of the 1960s this 
policy was reversed and the target group became the poor 
rural people. The rural poor was to be distinguished from 
the progressive peasant/farmer (kulak). The motive for this 
reversal in rural development policies was, as we saw in 
Chapter 2, the fear that a rural proletariat with no access 
to land was about to develop.

In the early 1970s there was a ’witch-hunt’ for the so- 
called kulak farmers in Tanzania. The hunt was, however, 
rather unsuccessful: only a handful or so could be 
found.1*4) In a study on the extent and character of diffe­
rentiation in rural areas in Tanzania Manfried Gottlieb 
also concluded that rural society, contrary to the prevai­
ling opinion, was quite homogeneous.45) The structure of 
peasant farms reported in Chapter 1 Table 1.3 and the Gini 
Coefficients reported in Table 6.6also point to the presen­
ce of a fairly homogeneous rural society.
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large been misdirected. Rural development policies should 
first and foremost be directed at releasing the binding 
constraint on production in the peasant sector. Policies 
that condemn and discourage peasants from using hired la­
bour in farming obviously do not help to release the bind­
ing constraint on peasant production.

In Chapter 3 we saw that during the colonial period techno­
logical progress in the agricultural sector was primarily 
confined to cash crops. This was of course natural since 
the colonialists were primarily concerned with increasing 
the output of cash crops. In the economic literature on 
international trade it has long been established in a 
conventional 2x2 model, (i.e. two factor inputs e.g. labour 
and land, two output sectors - an export sector and an 
import-competing sector, where each sector produces only 
one output), that neutral technological progress in the 
export sector will lead to an expansion of output for this 
sector.1^) But at the same time the output produced in the 
import-competing sector will decline and so also will the 
terms of trade. We may in this context assume the export 
producing sector to produce a cash crop X and the import 
competing sector to produce a food crop F. Thus neutral 
technological progress in cash crop production would give 
the colonialist increased output of cash crop. This would, 
however, not lead to a decline in the terms of trade since 
as we have seen Tanzania's output of cash crop is only a 
small fraction of world's total output of cash crop.

The chief means of releasing the contraints on production 
in the peasant sector has, though, to come through the 
adoption of improved technology that will raise the produc­
tivity of the soil as well as the productivity of the 
tiller of the soil. In this respect it seems that some 
fundamental changes in policies are long overdue.
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The same result would also follow if the technological 
innovation in cash crop production were biased in favour of 
the inputs used intensively in cash crop production.1*?) For 
cash crops this would be labour since cash crops are consi­
derably more labour-demanding than food crops. Thus labour- 
saving technological progress in cash crop production would 
also yield an expanded volume of cash crops. On the other 
hand, for a strongly biased land-saving technological inno­
vation in cash crop production, theoretical analysis in a 
2x2 model cannot provide conclusive answeres as to what 
will happen to production and prices in such an economy.

From the historical accounts given in this study we have 
seen that much of the technological innovation that took 

place in the agricultural sector during the colonial period 
was of a labour-saving form both in the large-scale farming 

sector and in the peasant sector. In the large-scale farm­
ing sector sisal production greatly dominated and much of 
the innovation that took place in sisal production was of a 
labour-saving form. In the peasant sector labour-saving 
technological progress may not have dominated to the same 
extent as in the large-scale farming sector. But, there can 
be no doubt that the rapid increase in cash crop production 
that took place in the peasant sector during the last 
decade of the colonial period was partly achieved because 
the use of ox-and tractor-pulled agricultural implements 
also increased rapidly during this period.

The colonialists* strategy for increasing cash crop produc­
tion does not appear to be very appropriate to the present 
day, since land has become a progresively more binding 
constraint on production in the peasant sector. In Chapter 
3 we found that in the major cash crop producing areas the 
surplus land that was available for cash crop production 
during the colonial period now appears to be exhausted. 
Thus for these areas no increase in cash crop production
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however,
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can be expected to be forthcoming unless efforts are made 
to raise the productivity of the land (i.e. the soil) in 
food crop production so that surplus land can be released 
for cash crop production.

Efforts have been made in Tanzania during the post-colonial 
period to direct more research and development funding 
towards food crop production, but it appears that a large 
part of this increased funding has only been used in the 
large-scale farming sector and very little has benefited 
food crop production in the peasant sector.**8) in Chapter 3 
we also saw that by far the greatest part of all modern 
farming inputs such as chemical fertilizer, pesticides, 
hybrid seeds etc. were made available for cash crop produc­
tion. The case of tobacco production is striking.

It seems therefore that there is a great need to make 
modern inputs available for food crop production such that 
the productivity of the soil in food crop production can be 
increased and thereby free land for cash crop production. 
The land thus released will not, however, be used for cash 
crop production unless there are incentives for peasants to 
do so.

In the course of this study we have found that the princi­
pal motivating factor for production of a crop is the price 
of the crop, which obviously partly determines the profita­
bility of producing the crop seen from the peasant’s point 
of view. In peasant agriculture where, as a rule, very few 
purchased inputs are used, at the margin a crop i is more 
profitable to produce than a crop j if:
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(6.1)

n competing crops)

(6.2)

= price of crop i
= price of crop j(j = l,2.,..
= yield per acre of crop i
= yield per acre of crop j.

The possibility of stimulating cash crop production with 
the aid of prices is however much harder now than was the 
case in the 1950s and the early 1 960s, since surplus land 
for cash crop production must be found. In the major cash 
crop producing areas it appears that there is no surplus

Yf

YX

Yi

Px
PF

where Pj 
pj

Thus when the relative price between two^competing crops, 
crop i and crop j, is greater than the reciprocal of the 
corresponding yield ratio, crop i is more profitable to 
produce than crop j and hence the peasant is likely to 
allocate his surplus land and labour resources for produc­
tion of crop i.

Thus letting i represent cash crop X and j food crop F, the 
peasant is likely to allocate his surplus land and labour 
resources in cash crop production if

In the previous chapters of this study we have found that 
the relative price of cash crops during the 1970s declined 
since Pp increased much more rapidly than P)(. The yields of 
both food crops and cash crops on the other hand appear to 
have remained fairly constant. In the 1950s and the early 
1960s by contrast the relative profitability of cash crop 
production was greatly enhanced because both P^ and Yx were 
increased, whereas Pp declined and Yp stagnated.
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that

In Chapter 5 we saw that there is a direct causality bet­
ween the size of the excess demand in the official market

land available.1^) in these areas land for cash crop pro­
duction can now only be found by fostering land-augmenting 
technological progress that will increase Yp, An increase 
in Yp will mean that less land will be needed by the pea­
sant households to secure their minimum food requirements 
£•

The price of food in the traditional food market (Pp) has, 
as we have seen, increased much more rapidly than the 
official price of food (Pp), primarily as a result of an 
increase in the excess demand for food in the official 
market. It is as analysed, the decline in the relative 
price Px/Pp that has made peasants switch their resources 
away from cash crop production to food crops during the 
1970s.

However by raising Yp we see from the inequality (6.2) that 
the relative price Px/Pp raust be raised even more in order 
to make cash crop production profitable. This will be very 
difficult, since as we have seen in Chapter 5, there are 
two markets for food crop - an official market and a tradi­
tional food market, and the government only directly con­
trols the price in the official market.

Thus in order to enhance the profitability of cash crop 
production the change in the relative price Px/Pp has to be 
greater than the change in the yield ratio between food 
crops and cash crops (Yp/Yx). The yield of food Yp must 
however be increased in order to free land for cash crop 
production. It is primarily through an increase in Yp 
land can be freed for cash crop production since food crop 
production is considerably more land-intensive than cash 
crop production.



219

more.
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It therefore appears that given the dual structure of the 
food market, it is very difficult to secure an increase in 
cash production simply by altering the producer prices in 
the official market. The price of food in the traditional 
food market Pp. must also be controlled. This price, however 
apart from being connected to excess demand in the official 
market, is also directly connected to the overall price 
level in the country. Changes in the overall price level 
i.e. inflation are of course essentially endogenously de­

termined in the economy.

and Pp, The larger the excess demand is, the higher Pp will 

be. Thus in order to reduce Pp- and make cash crop produc­
tion more profitable excess demand in the official market 
must be reduced or eliminated. Barring massive imports of 
food or food aid, this can only be achieved by raising the 
price of food in the official market P°. At the same time 

the prices of cash crops must be raised even

For cash crop prices (Px^ Tanzania is a price taker in the 
world market and there are in the short run not many possi­
bilities for raising the producer price of cash crops by 
squeezing the marketing margin. Too servere a squeeze of 

the marketing margin can, as we saw in Chapter 4, be coun­
terproductive and lead to a further weakening of the offi­
cial marketing system. Thus the natural way to raise cash 
crop prices will have to be through a devaluation of the 
exchange rate. Producer prices of cash crops could be 
raised in the same proportion as the devaluation. However, 
as we saw in Chapter 5, an increase in the prices of cash 
crops may led to a further increase in excess demand for 

food in the official market causing an increase in Pp and 
thus the incentive effect for cash crop production as a 
result of an increase in cash crop prices P$ may be neutra­

lized.
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These changes in the official marketing system and the

The dual food marketing system in Tanzania essentially owes 
its origin to the belief that the traditional food marke­
ting system was inefficient in such matters as: (1) pro­
viding timely needed inputs in production to farmers, (2) 
distributing seasonally produced output over time, space 
and form from the farmer to the consumer at minimum costs, 
(3) through its price signals fostering an efficient allo­
cation of resources in agriculture, and (4) serving a 
growing agricultural sector as well as a growing agro-based 
industrial sector. These are generally listed as the main 
functions of an agricultural marketing system.50)

Therefore changes in the official price policy alone are 
not sufficient to secure increases in cash crop production: 
one must consider the whole marketing system. Our study 
does not allow us to draw firm conclusions as how to in­
crease the efficiency of the marketing system. This has not 
been our purpose in this study. On the other hand it is of 
crucial importance in formulating price policies that seek 
to govern resource allocation in agriculture that conside­
ration is given to the actual structure of the marketing 
system.

As we found in Chapter 4, however the official food marke­
ting system does not appear to have contributed to improve­
ments in the efficiency of the food market. On the other 
hand we also found in Chapter 4 that the official marketing 
system in cash crops with the cooperatives as the marketing 
agents was after all not such an inefficient marketing 
system as many researchers led the government to believe in 
the early 1970s. This view concerning inefficiency subse­
quently led to the alteration of the official marketing 
system and at the same time to an expansion of the official 
food marketing system.
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The price of food in the traditional food market can be 
expected to decline further if in addition the government

In 
in 
in

This therefore lead us to the conclusion that in order to 
stimulate an increase in cash crop production, the food 
marketing system must be liberalized. A liberalization of 
the food marketing system we can expect, based on the 
anlysis given in Chapter 5, will lead to a reduction in Pp 
and, if at the same time cash crop prices in the official 
market can be raised e.g. through a devaluation, this will 
make cash crop production profitable because the relative 
price pJ/Pf will increase. It is, as we have seen in Chap­
ter 3 the decline in this relative price that has primarily 
caused the dramatic decline in cash crop production during 
the 1970s.

Such a conclusion is hardly surprising since the efficiency 
of an agricultural marketing system as a rule hinges more 
on the economic infrastructure that is available to serve 
the marketing agents, rather than the marketing agents 
themselves. Therefore the role of the government should 
primarily be directed at fostering an efficient economic 
infrastructure that can serve the existing marketing a- 
gents, since the marketing agents of a traditional food 
marketing system can be expected to be much more efficient 
than any new public marketing agents.

expansion of the official food market have apparently not 
been for the better. This could also have been predicted.

1974 Uma Lele concluded after surveying the food markets 
various LDCs that the traditional food marketing system 
general is highly competitive and operates efficiently 

given the conditions under which it operates. She also 
found that the failure of the public marketing system was 
greatest in handling dispersed small marketed surpluses of 
subsistence crops.51)
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concentrates its resources ,on improving the physical, fi­
nancial and communication infrastructures that can serve 
the marketing agents of the traditional food marketing 
system. This may also lead to a reduction in the level of 
minimum food requirements F that we found in Chapter 3 is 
probably now a binding constraint on production decisions 
made by peasant household in some areas. Thus land can be 
freed for cash crop production.

It is believed that a policy where stress is on incomes 
rather than on food production as such will not only help 
to guarantee food availability to rural people, but also to 
improve the nutritional standard of their food intake. The 
food supply for urban Tanzania can be obtained in the 
international market by exchanging cash crops for food 
grains should it be the case that domestic sources of 
supply be insufficient. Finally, it would appear that a 
liberalization of the food market would ensure an adequate 
supply of food from domestic sources of supply for the 
urban people.

This conclusion might sound irresponsible, especially today 
when hunger is causing so much human suffering in Africa. 
It appears however that much of this hunger is man-made 
since an age old social structure has broken down, and not 
the result of a diverson of land from food crop production 
or natural calamities. The historical records from Tanzania 
show that there have never been any major global food 
shortages. When there have been shortages they have been 
highly location-specific. Thus for Tanzania there does not 
appear to be any serious danger of an overall shortage in 
food supply. The problem concerning food in Tanzania is, 
rather, the poor nutritional quality of the food consumed.
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Footnotes Chapter 6.

Cf.

10.

11 .

14.

15.

16.

12.
13.

1.
2.
3.
4.
5.
6.
7.
8.
9.

17.
18.
19.

growth rates reported in Tables 1.1 and 3.1.
Cf. Table 2.2.
Cf. Table 2.3.
Cf. Table 3.1 .
Cf. Figure 3.1.
Sen (1981) p. 433 
Ibid.
Mascarenhas (1968) pp. 37-59.
The sharp fluctuations in the supply of maize to the 
official marketing system from regions that are highly 
susceptible to droughts such as e.g. the Central Re­
gion, indicate that in years with poor harvest, some 
of the food surplus produced in the region may actual­
ly have been marketed in the traditional food market 
outside the region, because people in the drought 
suffering region are too poor to be able to pay the 
high price which the surplus food can fetch in the 
neighbouring regions where people in general are bet­
ter off.
The development literature is enormous on the merits 
and demerits of these two different development stra­
tegies. For a fairly recent assessment of the records 
of the two see e.g. Krueger (1982a).
A standard reference on how an import substitution 
industrilization policy may harm agricultural develop­
ment is Little, Scitovsky and Scott (1970).
Cf. Table 4.19.
See e.g. Lewis (1 969). For the more recent records of 
the East African Economies see e.g. Stein (1981).
Myint (1975) argues that none of the four roles listed 
are mutually compatible.
This does not prove that peasant food grain production 
is an inefficient form of production. Ren6 Dumont 
(1977) pp. 149, argues that the efficiency of food 
production by the peasants in Africa is far superior 
to the large-scale food grain producers in US, if 
efficiency is measured in terms of energy used in 
production. Modern farming in industrialized countries 
Dumont characterizes as ’terrible gaspillage d'ener- 
ge' .
A good discussion of agricultural planning in Tanzania 
in the 1 960s can be found in Livingstone (1971b).
Ibid.
URT (1983) p. 3.
The labour force is here simply defined to contain 
total population in the age group older than 14 years
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27.

28.

31 .

25.
26.

20.
21.
22.

23.
24.

29.
30.

of age but less than 65 years of age.
Cf. the discussion given in Chapter 2.
Lawrence (1971) Table IV.
This productivity figure is simply calculated as the 
reciprocal of the labour-output ratio reported in 
Table 6.1.
Kim (1976) Table 2.
A good illustration of the higher capital intensity in 
food crop processing than in cash crop processing is 
the case of the automatic bread bakery project in 
Tanzania. For a revealing analysis of this project see 
e.g. Coulson (1978) pp. 179-184. To a certain extent 
inferences of a higher labour intensity in cash crop 
processing than in food crops processing can also be 
made from URT/TAKWIMU (1 973).
Cf. Chapter 1 Table 1.6 and Appendix Table D.2.
An illustrative description of the informal sector in 
one region in Tanzania is provided by Bagachwa (1981). 
See also ILO (1982) pp. 341-350.
According to national accounts statistics, in 1964 out 
of total monetary capital formation 33-7 percent was 
in the public sector. In 1970 it had increased to 65.7 
percent. In 1980 it had however declined to 51.5 
percent. Source: Estimated from URT, The Economic Sur­
vey, various issues.
This direct link arises because in a LDC the capital 
market is often very poorly developed and hence the 
Central Bank has very limited possibilities for regu­
lating the money supply. The money supply is basicaly 
regulated by the size of the government budget.
Cf. Chapter 4, footnote no. 48.
Green, Rwegasira and van Arkadie (1980) p. 52 argue 
that ‘Insofar as visible trade is concerned, any de­
sired effects of devaluation could be achieved by the 
use of other policy instruments'. Further on in the 
same study on page 122 it is argued on the go­
vernment's budgetary restraint that if external finan­
ce cannot be found to finance a balance of payments 
deficit, 'there can be little alternative to reducing 
the development effort, cutting down both the ambition 
of investment programmes and the provision of public 
services. But, this would reduce the possibility of 
tackling the underlying root causes of Tanzania's 
balance-of-payment problem: the limited and unbalanced 
development of productive capacity'.
For a further elaboration of the arguments, see e.g. 
Kirkpatric and Nixon (1976). This contains a good 
discussion of the forces of inflation and balance of
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43.
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42.

32.
33.
34.
35.
36.

37.
38.
39.

The Gini coefficient can most conveniently be defined 
with the aid of a simple diagram as follows.

% of total 
income

% of total 
population.

In the above diagram the Gini coefficient is simply 
defined as the relationship between the shaded area 
and the triangle OAB. The Gini coefficient can take a 
value between zero and one. When it is zero it means 
that the income is equally distributed.
ILO (1982) p. 384.
The index used to reflect prices of goods and services 
bought by the rural people differs slightly in the 
study by Amey and Ellis. Arney simply uses the national 
consumer price index (NCPI), whereas Ellis seeks to 
modify the NCPI to take account of differences in cost 
of living between rural and urban areas. With the 
present statistics available it is not, however, pos­
sible to argue which price index best reflects rural 
costs of living. It seems as we have argued in Chapter 
3 that official price statistics tend to understimate 
the actual cost of living in both rural and urban 
areas.
URT/MDB (1981) Annex 9 Table 5.1 shows for instance 
that in 1981 Tanzania’s output of coffee which is the 
principal cash crop produced, only represented some 1 
percent of world coffee output. Cotton, the second 
important cash crop produced in the peasant sector was

payments problems in LDCs as explained by the Structu­
ralists as well as by the Monetarist School of 
Thought.
See e.g. Bressler and King (1970) Chapter 6.
Cf. Chapter 3 Table 3.1.
Cf. Chapter 1 Table 1.5.
Cf. Appendix Table C.3.
Sources: Estimated from URT/TAKWIMU (1979b, 1981b) and 
from URT, The Economic Survey, various issues.
Ibid.
Nyerere (1977) p. 51.
ILO (1982) pp. 383-388.
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44.

45.
46.

47.
48.
49.
50.
51.

less than 1/2 percent of world cotton production.
It seems from the records of the hunt during this 
period that Awiti (1972) and van Veltzen (1970, 1973) 
were the two most successful hunters.
Gottlieb (1973).
Technological progress is conventionally classified 
according to how the marginal rate of subsistition 
between different inputs used in production will chan­
ge following an innovation in production technology 
keeping factor prices constant. When there is no chan­
ge in the marginal rate of substitution, this means 
that the marginal productivity of each input used has 
changed exactly in the same proportion and therefore 
technological progress is said to be neutral. If on 
the other hand the marginal productivity of land in 
our two factor input model (land and labour), changes 
more than the marginal productivity of labour, the 
innovation that has taken place is classified as la­
bour-saving, and vice versa when the marignal produc­
tivity of labour changes more than the marginal pro­
ductivity of land: the innovation is classified as 
land-saving.
For further details of this classification scheme see 
e.g. Sodersten (1978) Chapter 11 and Yotopoulos and 
Nugent (1976) Chapter 9. For a thorough analysis of 
how technological progress may have an impact on a 
country’s international trade pattern, see e.g. Soder- 
sten (1964) Chapter 4.
Ibid.
Msambichaka and Ndulu (1984).
Cf. Chapter 3 Table 3.4.
See e.g. Abott (1967) and Lele (1974).
Lele (1974) p. 432.
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Appendix A. Agricultural Production Statistics

On the other hand the error margins in the production 
statistics for food crops are very large because all produ­
ction statistics for food crops are all purely estimates or 
’guesstimates’. Several time series statistics exist for 
food crop production. The most authoritative are probably 
the estimates provided by (1) The Ministry of Agriculture 
(KILIMO) and (2) Food and Agricultural Organization of the . 
United Nations (FAO).

Appendix Tables A.1-A.3 contain time series statistics that 
show the developments in annual production of all major 
crops produced in Tanzania. All agricultural production 
statistics are given by the crop year, which runs from 1st 
July to 30th June.

In the case of cash crops the statistics are based on the 
marketed volume, i.e. the volume of produce marketed 
through the official market as explained in Chapter 1 
Figure 1.1. The statistics for cash production are all 
based on actual measurement figures at the time when the 
crop was originally bought from the farmer/peasant and 
hence the error margins in these stastistics are probably 
quite small.

The series of annual estimates of food crop production 
provided by KILIMO is based on annual reports submitted by 
district agricultural officers through the regional agri­
cultural office of KILIMO to the Statistical and Planning 
Section in the head office of KILIMO. Presently the longest 
time series available on food crop production is one pro­
vided by KILIMO that runs from 1963/64. Prior to this crop 
year no aggregate estimate of food crop production is 
readily available. The series of food crop production esti­
mates provided by FAO commenced a few years later.
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Comparing the two sets of estimates given in Table A.3 it 
is of importance to note that it is primarily in respect of 
the estimates of maize and cassava production that the two 
sets of estimates differ: FAO reports a stagnation in maize 
production but some increase in cassava production. KILIMO 
on the other hand reports a substantial increase in produc­
tion of both maize and cassava, but the level of cassava

Two other sources of food crop production in Tanzania are 
estimates provided by the Tanzania Food and Nutrition Cen­
tre (TFNC) and by the United States of America Department 
of Agriculture (USDA). TFNC reports a series of estimates 
that runs from 1973/7** to 1979/80, that differs only margi­
nally from KILIMO’s estimates, and the set of estimates 
provided by USDA appears to be more or less a copy of the 
set of estimates provided by FAO. There are, however, no 
indications that either of these latter two estimates 
should be better than those provided by KILIMO and by FAO, 
and therefore we have found it unnecessary to report the 
sets of estimates provided by TFNC and USDA, and besides 
these later series are also much shorter than the ones 
provided by KILIMO and by FAO.

In addition to these sets of estimates, the Bureau of 
Statistics (TAKWIMU) in its annual exercise of compiling 
the national accounts, apparently uses yet another serie 
on food crop production. In this case the estimates are 
partly based on a household survey from 1969. However, 
after having scrutinized the set of figures on agricultural 
production used by the Bureau of Statistics for preparation 
of the national accounts, ILO found that these sets of 
figures contained such a high degree of inconsistency that 
they concluded that the figures on food crop production 
published by KILIMO were probably the most realistic fi­
gures available.1^
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production is in KILIMO’s estimates much lower than FAO 
reports. The important question, of course, is which set of 
estimates best reflects reality.

Reading Table k.U, it seems that the set of estimates of 
food crop production provided by KILIMO for 1967 is grossly 
underestimated. Nutritional standards of per capita calory 
requirements per day range between 2 200 - 3 200 depending 
on age, sex, drugery of work etc. For Tanznia one can 
expect to find the average rural per capita calory availa­
bility per day to be somewhere between these two values. In 
some regions where surplus food is normally available, the 
rural per capita calory availability can of course be much 
higher than the upper bound. But it is most unlikely that 
any region would not produce enough food to secure 2 200 
calories rural per capita per day at least in years with 
good harvests. Thus for 1967 KILIMO’s estimates of food 
crop production is most certainly to low. On the other hand 
the estimates provided by FAO appear to be suspiciously 
high.

A rough check on how reasonable the estimates of food crop 
production are may be obtained by calculating the rural per 
capita calory availability per day implied by the produc­
tion estimates reported in Table A.3. This is done in Table 
A.4, where the estimated rural per capita calory availabi­
lity per day implied by the regional estimates on food crop 
production provided by KILIMO for 1967 and 1978i two years 
that gave good harvests in Tanzania, are reported. These 
regional estimates of food crop production and the implied 
rural per capita calory availability are contrasted to 
national average figures on rural per capita calory availa­
bility per day that are implied in the food crop production 
estimates provided by FAO. (In its statistical publication, 
FAO does not report estimates on regional food crop produc­
tion. )
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in Coast, 
Table A.4 
producing

The estimates provided by FAO for 1978 show a small decline 
in rural capita calory availability. This decline does not 
appear to be very realistic since it is generally held that 
for 1978 the food crop harvest was exceptionally good.1*) In 
their estimates FAO show cassava to be the dominant food

Thus in general it seems that the estimates on food produc­
tion provided by KILIMO contain a fairly high degree of 
internal consistency except that during the 1960s the esti­
mates have a general downward bias, especially in the case 
of cassava. This latter point one may deduce by observing 
that for 1967 the implied per rural capita calory availabi­
lity is lowest in those regions where cassava is the major 
food staple. In Table A.3 it can also be noted that the 
discrepancy between the set of estimates provided by KILIMO 
and FAO is biggest in respect of cassava production.

The set of estimates provided by KILIMO for 1978 appears to 
be much more realistic. The estimate correctly identifies 
two new major food surplus producing regions, namely Rukwa 
and Ruvuma. The few nutritional studies that have recently 
been made also, by and large, confirm the picture of rural 
per capita calory availability that is depicted in Table 
A.H.2)

The spatial pattern of crop production identified in the. 
estimates provided by KILIMO for 1978 is also in close 
agreement with the observed differences in food consumption 
patterns between the different regions.3) Banana is a major 
food crop in Arusha, Kigoma, Kilimanjaro, Mbeye, Tanga and 
West Lake (Kagera) regions, whereas cassava is a majon food 

Htwara, Lindi, Mwanza and Shinyanga -regions, 
also correctly located the major food grain 
regions, which presently are Arusha, Irin-g-a'/ 

Mbeya, Ruvuma and Rukwa.
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Footnotes Appendix A.

1.

2.

3.
4.

ILO (1982) pp. 353-360.
See e.g. Shesemani (1981) and Ar6n (1984).
URT/TAKWIMU (1972) Appendix 16.
In this year an unprecedented amount of food grains was 
bought by the official food marketing sy­
stem, see Table 5.5.

crop produced in Tanzania. But, this assessment is not 
confirmed by the household budget surveys and nutritional 
surveys that have been conducted. Cassava is, as we have 
already pointed out, only dominant in some regions. It thus 
appears that FAO in their estimates consistently overesti­
mate the importance of cassava production and as shown in 
Chapter 5 probably consistently underestimate the level of 
maize production.

Thus it appears that in spite of the downward bias in the 
estimates of food crop production provided by KILIMO during 

the 1 960s, this source is still the best set of estimates 
available. Therefore in this study we base our analyses on 
KILIMO’s assessment of the developments in food crop pro­
duction, keeping in mind the downward bias of the figures 
reported during the 1960s.
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Appendix Table A.1 Crop Production,Large-Scale Farming Sector.

Sisal WheatSugar Tobacco

b.) '

the following yields tons/ha.

Crop
Year

Tea 
(made)

Coffee 
(clean)

10.7
10.4 
18.0 
18.4
21.0
27.0
28.7
28.7 
39*2 
50.0
61.4
67.4 
71.0 
71-8
82.4 
92.0 
87.2
95-8
88.5
105.1
96.2
103.2
112.1
99-2

135.5 
114.0 
122.5
121.7

1.6
1.5
1.4
1.5
1.5 
2.0 
1.6
1.3 
0.8 
1.0
0-9 
1.8 
1.2
1.6
1.8
2.3
2.5
2.5
2.8 
2.9 
4.0
3.1
3.8
3.8
3.7
3.4
3.4 
3.1

1953/54 
1954/55 
1955/56 
1956/57 
1957/58 
1958/59 
1959/60 
1960/61 
1961/62 
1962/63 
1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81

1-5
2.3
2.9
3.3
2.5
3.4
3.1
5.8
3.1
7.8
9-2
7.6
8.7
12.5
9.7
14.8
11.2
11.3
10.8
11.2
7.8
7.4
7.3
7.5
6.8
8.5
4.9
7.9

9.8
4.2
4.8
3.9
6.6
7.8
11.7
5.4

12.7
13.7
22.6
30.1
29.5 
28.0
33.1
27.6 
21.0 
43.0
56.7
46.8
27.8
14.4
24.5
27.1
35.3
28.8 
26.6 
27.9

1.6
2.0
2.4
2.8
2.8
3.6
3.7
4.4
4.3
5-0
4.8
5-6
6.7
8.0
9.5
8.2
7.8
8.4
10.4
11.7
10.6
11.9
10.9
12.1
12.9
12.3
12.5
12.3

%
90.0
91.1
89.5
89.1
89-5
87.3
86.5
85.2
86.1
80.1
77.2
74.8
76.9
71.1
69.2
67.I
70.6
62.9
57.1
57.5
62.8
62.4
57.7
55.2
48.5
46.8
51.7
44.8

'000 tons.
178.2
176.5
185.7
184.9
196.6
205.3
204.9
198.0
214.0
217.7
235-5
217.6
225.1
220.1
196.9
209.3
202.2
181.1
156.8
155.4
143.4
120.5
113.7
104.8
91.9
81.4
85-9
73.7

a)
Land Harvested

(flue-cured) Total 
'000 
has.
198.0
193.8
207.5
207.6
219.6
235.1
236.9
232.5
248.5
217.8
302.4
209.9
292.4
309.6
284.6
312.3
286.1
287.7
274.7
270.2
228.4
193.1
197.1
189.8
189.3
173.9
166.1
164.5

Note: Wheat is being counted as being produced all in the large scale farming sector. 
All other food grams are being counted as being produced in the peasant sector.
Sources: For the period 1970/7I-1980/81 the statistics are extracted from

URT/MDB Argicultural Price Review,(various issues ). Prior to 1970/71 
the statistics reported have been extracted from UFff/TAKWIMU Statistical 
Abstracts,(various issues). In the case of tobacco the statistics have 
been extracted from Boesen and Mohelo (1979).Table 1.

a) Estimated from the production statistics based on
Tea 1.2,Coffee 0.3,Sisal 1.0,Sugar 5.0,Wheat 1.1,Tobacco 0.7.
b) Hectares in sisal production in percent of total hectares harvested.
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Appendix Table A.2 Cash Crop Production,Peasant Farming.

Crop Oil­seed— Coffee Tea Tobacco Pyreth-Cashew-

(clean) (made)Year seeds.cotton nuts rum

*000 tons.

16.3 32.315.1
30.218.2

0.70.5
0.119.0

31.3 0.1

0.70.70.133.2

18.7 36.7 1.00.50.2
1.31.00.340.021.2

0.60.315.1
0.90.519.7

2.30.30.922.5
32.43.72.2 1.1
33-71.52.40.1

3.23.00.235-2
2.233.5

21.53.537.3
2.42.1110.30.733.4
2.73.10.8

3.6 4-31.2193.5
4.02.21.6 7.9125.5
3.32.91.7
4.72.22.0

15.44.52.2122.9
14.041.3194.0
17.43.745.1
23.22.241.1

1.613.44.7
2.04.013.034.14.0

above.Source: as Appendix Table A.1

0.4
0.6

0.9
0.6

10.7
14.6

6.3
7.8

0.5
0.8

3.7
2.6

0.5
0.6

1-9
2.3

24.0
20.6

231.3
207.8

150.7
207.6

205.8

223.8

225.7
188.4
206.5

100.5

89.9

114.0

139.8
156.1

196.7

150.5
167.5
177.8

148.9

90.2

108.1

54.5
65.5

70.9
90.8

43.2

58.8

36.3
34.6

15.2

17.8

17.4
18.1

3.1
5.6

5.3

112.5

126.0

145*1
118.9

83.7
97.6

68.4

57.1
41.4

74.3
84.2

Flue- 
cured

13.4
13.8

Fire- 
cured

4.0

3.6

0.7
0.6-

4.2

3.6

39.9
54.8
43.0

55*7
36.3

1953/54

1954/55

1955/56
1956/57

1957/58

1958/59'

1959/60

1960/61

1961/62

1962/63

1963/64

1964/65

1965/66

1966/67

1967/68

1968/69

1969/70

1970/71

1971/72

1972/73
1973/74

1974/75

1975/76
1976/77
1977/78

1978/79
1979/80

1980/81

35.4
41.6

73.3
118.0

59.0
43.2

56.7
64.6

16.7
33.6

3.3
5*8

6.4

4.4

4.8

3.8

30.5
19.8
16.6

30.3
22.6

44-7
48.1

11.3
8.8

22.9
30.6

30.6

21.4 .
36.0

52.4
57.8

50.6

43.2
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Appendix Table A.3 Food Crop Production,Peasant Farming.

Maize-Source
Irish

fl 612 26 696238147 423 93
698266 8016532 73 200404

18 808465295 230 102

(2)
(2)

» (1984) Appendix A.

Crop
Year

Seans 
(mixed)

751 
503 
629 
880 
647 
750 
602 
770 
746 
730 
730 
870 
900 
650 
781 
940 
1022
750 

1272
750 

1661
825 
1654 
897 
1611
968 
1888 
1000 
1841
900 
1839 
oOO

526 
3000 
627 

3500 
715 

3600 
857 
3500 
798 

3444 
869 

3209 
891 

3189 
1111 
3388 
986 

3688 
1182 
3800 
1348 
3900 
1253 
4000 
1311 
4450 
1207 
4550 
1457 
4600

254 
237 
253 
254 
229 
253 
245 
238 
229 
248 
289 
229 
287 
234 
288 
296 
334 
302 
377 
320 
402 
330 
356 
335 
375 
330 
396 
330 
419 
332

112 
145 
112 
174 
102 
172 
122 
159 
108 
180 
131 
183 
178 
224 
179 
193 
204 
182 
227 
181 
181 
210 
203 
219 
217 
212 
369 
213 
398 
219

29 
24 
40 
35 
55 
46 
68 
62 
60 
74 
73 
.67
72 
120 
66 
165 
58 

101
72 
87 
95 
92 
98 
96 
103 
85 
109
85 
115 
84

265 
389 
286 
344 
282 
374 
326 
372 
279 
413 
294 
367 
296 
409 
333 
423 
435 
280 
525 
440 
606 
390 
826 
390 
857 
410 
350 
380 
705 
169

(2) 

fl £2)

893 
1345 
742 
891 
972 
800 
1069 
850 
998 
950 
1232 
998 
1509 1206 
1575 
1400 
1735 
1440 
1646 
1500 
1740 
1540 
1731 
1580 
1710 
1466 
1813 1492 1876 
na.

fl 
2)

(1) 

fl
(2)

*) Plantain ' 
(cooking­
bananas )

Potatoes
Sweet

*000 tons.
195

•I 
1967/68 

It 
1968/69 

II 
1969/70 

II 
1970/71 

II 
1971/72 (1) 

•' (?) 

1972/73 
II 

1973/74 
II 

1974/75 
II 

1975/76 (1) 
II “ *

1976/77 
II 

1977/78 
II 

1978/79 (1) 
" (2)

1979/80 (1) 
•• (2)

1980/81 (1) 
•«

Paddy Sorghum Cassava 
and 
Millet

133 
84 
110 
140 
126 
114 
138 
131 
184 
144 
193 
192 
171 
202 
214 
178 
193 
193 
241 
141 
294 
157 
354 
180 
375 
203 
351 
260 
304 
250 
350 
180

*) KILIMO's estimates have been adjusted by the author of this study because it 
it seems that for West Lake region the estimates reported only shows marketed 
volume of bananas and not production. In the adjustment made it has been 
assumed that the reported figures represent 20 percent of estimated production. 
This assumption seems to give reasonable figures on production that are in 
accordance with a study of the banana trade in West Lake region, see URT/MDB 
(1972).

Sourcest
(1) - KILIMO's estimates reported in URT/KILIMO (1979). For the years

1978/79-1980/81 the statistics reported have been obtained from the 
internal work-sheets files of the Statistical and Planning Section 
of KILIMO by the author of this study.

(2) b FAO's estimates reported in URT/KILIMO (1982),also reported in
Cook > (1984) Appendix A.

1963/64
II 

1964/65 (1) 
" (2)

1965/66 (1) 
" (2)

1966/67 (1) 
(2) 
(1) X2)
(1)
(2)
(1)
(2)
(1)
(2)
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Appendix Table A.4 Food Crop Production by Regions, 1?67 and 1978, Peasant Farming*

CassavaPaddyRegion Maize

19781967197819671978

126

Region 1978197819781967

192314

3214

12

13

23

na

2

40

b

Source:

12
36
11

218

16
28

4
2

1
98

2
35

270
742

Bananas 
1978 1967

2
1
1
2
4

158
700
1710

2
55 

239
50
19

159 
4 
50

140
6

1 
1 

14
3 
1 
7 
13

201
37
51266
45
50
60
77
159
75
76
60
184 
147
97
24
91
158
30 

1888

1
28

2
4

5 
1 
7
6 
8 
2

31 
8 
19

1503 
422 
1188 
1332 
2512 
1752 
1691 
1761 
1755 
510 
1718 
510 
1243 
1755 686
1191 
4167 
1573 
2048

15 
9 
3 

65 
3 

61 
31 
28 
59

873 
517 
813 
866 
591
850
679 
865 
1001
723 
1333
511
515
349 

1254
558 
751 
935 932

4 
17
5 
5 1
9 28

na 
1

na

40 
na 
1 

na 
35 
30 
44 
8 
10 

253

9 
24
4 
10
5 
3 

25 
11 
22 
1 

140
2
8
30
3

37
5 18 

356

63
4 
1
3

69 
187

5
5

92
1
6 
na

53 
5 

62 
88 
18 
41 
21 
52 
57
6 

33 
na 
15 
na 
23 
26 
79 
68 
2 

647

na 
43 
na 
13 
2 

98 
45 
4 

627

15 na 
3 

na 
1 
1 
1 
2 

35 111

7.0 
4*8 
21.4
2*3 
20.8
2.5 
21.3 
32.5 63.8
5.4 
15.3
na 
3.5 na
13.3 
26.6 
29.8
3.9 11.2 
286

0.4 
3.0 
0.2
1.8
0.7
7.0
3.0

20.3
13.6
1.1
7.4 
na
0.9 
na 
20.2
0.6
42.4
2.6

0.51.2
2.52.6

40.2 
44.0 
11.0
31.3
29.5
22.4
8.0

26.2
1.2

88.3
16.4
0.7 
351

Arusha 
Coast 
Central 
Iringa 
Kigoma 
Kilimanjaro 626 
Mara 
Morogoro 
Mbeya 
Ntwara 
Kwanza 
Lindi 
Ruvuma 
Rukwa 
Shinyanga 
Singida 
Tabora 
Tanga 
West Lake 
Total

Sorghum and 
Millet 
1967

Arusha 
Coast 
Central 
Iringa 
Kigoma 
Kilimanjaro 
Nara 
Morogoro 
Mbeya 
Mtwara 
Kwanza 
Lindi 
Ruvuma 
Rukwa 
Shiny anga 
Singida 
Tabora 
Tanga 
West Lake 
Total

529 660 
741 
601
1021 
407 
393 
276 
899 
458 
481 
710 
651

11274 15384

3244 
3922 
2030 
3110 
2425 
2047 
2318 
2112 
2725 
2835 
2897 
2381 
5104 
6915 2966
1992 
3201 
4028 
3116

1530b) 2831b)
3495*) 3388*)

ig uiie 4. uxjLuwx.ig „------ edible food and
follows: maize 3620, 0.9,paddy 3600, O.65,sorghum 3330,0.9,

- -------- — — Y • « ------*TCA AO

29.6
5.5

138.1
3.2
6.8
1.4

49.8
53.5
9.4

33.0
37.3 152
14.4
13.5
82.7

159.0
104.2
83.5
23-9
8.5 

857

Potatoes 
Irish 

1967

1978
•000 tons.

1.4
23.1

Sweet 
1967

Rural 
Population 
1967 1978 1967 
*000 nos. 
578 
511 
686 
668 
452

13
207

3
10

108
3

55
41
13
148
292
54
85
16

190
4
20
178
22

1311
Calories/Capitaa) 
per day.
1967

as Appendix Table A.3 above.

a) Estimated by assuming the following calories per 1000 grams 
conversion factor as loxxuwt,; 2-C0, 0 _cassava 3600,0.7, plaintains 1190, 1.0, beans 3390, 0.9, Irish potatoes 750, 0.9, 
sweet potatoes 1140, 0.7.national average according to KILIMO's estimate of production.

*) national average according to FAO’s estimate of production.

Beans
1978 

■000 tons.
5
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Appendix B. Producer Price Statistics

Figure B.1 Crop Calander, Tanzania.

1st July 31 Dec. 1st July 31 Dec. 1st July
4A

Planting Export

In Tanzania

In the

THarvesting
T“
Price 
Announcement

Procurement 
of crops

In Appendix Table B.1 developments in producer prices of 
all crops marketed through the official marketing system 
during the post-colonial period are reported. As with the 
production statistics, producer prices of the official 
market also refer to a crop year. Producer prices in the 
official market are in general announced 2-3 months in 
advance of planting. The sequence in which producer prices 
are announced, and planting, harvesting and marketing take 
place is indicated in Figure B.1.

Prices of some major food crops traded in the traditional 
food market are reported in Appendix Table B.2.
there is in practically every village a small marketplace 
where trade in npn-scheduled food crops takes place.
major towns one can find several marketplaces where essen­
tially free market trade in non-scheduled crops takes 
place. In addition to these non-scheduled food crops some 
trade in scheduled food crops also takes place at these 
marketplaces. During the 1970s it appears that there was a 
sharp increase of trade in scheduled food crops at these 
marketplace. In Appendix Table B.2 the developments in 
prices of some scheduled as well as some non-scheduled food 
crops are reported for the major urban marketplaces. These 
prices are, however, consumer prices and therefore not 
directly comparable to the producer prices reported in 
Appendix Table B.1. Price indices from these two different
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markets can, however, be compared if we are prepared to 
assume that there have been no major changes in the trade 
margins in the traditional food market during the period 
reported in Appendix Table B.1 and B.2. Such price indices 
are computed and reported in Appendix Tables B.3-B.6.



238

BABSSE0

CM

nJ
umq&ioso

O lAlAO O CMIBsqM

CM

aZTEfl

S3.nupuno.10 &
II

UlTSUlTg OS

iao O <m co '•’I'O <"■, a-iaiao O O O O O sspaas aawoTJung r- tAlAlA^O

spaasjoisEQ CO MS MS MS CO M-CMOOI—COOMSMSOOOOO 1-4

J?
"e

CSO

uoatoo-paag

sanuHaqsBQ

umaqjj.a.nCj

. I VO vo vO VO vo vf 'T JV .TV 1A (7\ O

51
O no r— co "<t co .a oma mi nr

CM nn -zj- :rv\o a-co os

(paxxui) 
sireag

(paono-anTj)
oooEqoj;

jebj 
dOJQ

(saABOf uaajS)
■esj,

(pajno-ajxj)
oooEqoj,

^aajJOO

tn 
o> o

O o

lAlA O O O 
COCO O O lA

l-l
M

I

l-H 
l-l

I

o 
o

"d 
C 
V 
a 
a

o 
jo 
43

<M
O

O

CO 
Pl 
o 
l, 
o

<w
o

n 
a 
o 
Li 
U

n +» c 
V o

csjvocomsooooomsooooomso 
Kf "t "t (Aco VO VO vo vo VO O O CM CM MS A— i*l

CM 
cm -e

crs « 
I- 41 

t3 « w

><u as

Li cm

as 
C3

a 
0

5 
o

a e>

‘S 
E-<
X

4J 
<u
L. 
d 
s:

a 
rJ 
o

<D o s
O 
Li 

CL.

n
JS
ci

<*1 '*■> o 
»- •— CM CM

nJ
Li 
3

rf z

0 
41 

£ 
o 
o

"o 
o 
tz.
t3 
§

nd

Li 
t£ <1

nJ e o

aq 
Q 
ss

n 
<D o 
L, 
•J 
O 

CO

MS MS MSCO O co O CM try O j£(g

id co 
L. S 
d o 
nJ -h 
<O l, 
o d 

nd > :o —

O lAlAO O CM <- VO VO vo VO vo VO GWO VO irvTj-’^-irMrMr.trMrvirvirMrvirvcoco ox os «-

I t-f'-l'-t'-lA'n’JOcAiAiAOOOOOOO C-— "3- CM CM <- »- OS O CO CO CO O "LT "T "if co ITS O 
■nj’trsirvirstrsirs'd’irsLrsirsirsr—r—r—c—co o cm

if
Li

!>
<

Os J’S iTSO OOlAiACMAiAQO O vTS 
t— CM CM CM CM nH ro iTSVO VO VO SO

ITS VO M’S CO O O z*S C“- ITS O AlAcAQ O O O O 
no CM r*l CM <*lf*li*l/nr*l«*l"d-irSt*-OSO O O o o

OS o 
co O

3 
E*
X 
o

"zj- o Osvo C— ITS ITS t—vo <*1 o ITS Q 
CM CM CM CM CM CM CM CM CM CM r*l uSf-CO

VOVOCMCMCMCCSU-SOOOOOQ- -- ----------------«- ITS ITS ITS ITS Crs

C— ITS ITS o O A o IA o O ICS ITS ITS LCS JA ITS 
«*i'4’^tir>irsirivovo cmiac—r—t'-t'-t—r— 

^"-v-CMCMCMCMCM

vOI/Sn^^j-^j-irS’-'— <*l'*l<*lCM*S’nS’
VO C— CO CO t~~ OS OS OS OS OS o o o

sf’d-'esoso . _________ _____ ________ _
OOOOSOSOOOOOO'^’OSOS— CMooOtA

»- OS r*l VO r— o !— LfS ITS ITS «— »— T— T-OO o o
os so r— — os co o f— co r->• cm cm w cm o iaga o•e sf st nr rn CM rn CM (V CM CM st VT nr nr lA vo CQ r-

<*1 so so c— t~-'storoirsirsirso O o o O o o 
t^CO OS CO CO OS O O - r-lAOMSOnllAO 

r-r-r-r-r-r-CMOJrnrn'A"tSt

nt st CM CM rl O stCO St 1AQ VO CM r- CM CO lACO fij mrnf^str-COr-OO'tKtCOJSCMA.Ant-VO q

o o _ o o 
CM CM CM <- <-

>-T-Td-v0Or-OC0''lOOOOOOOOOQ  
OS OS CO co o O O O CM CM o O >A O <*1 LA O LTV 

T-T-r-T-»-<-s-CMCMCM<*im/*l^-sr

M- ITS vj C— CO OS o r~ CM no -st :AS VQ r—CO OS Q — CM
so vo vo vo vo 'O t— ■— r~ r- c— >- r—r—co co x>
"rn" s?".rs vo''r^‘no” os'o" — CM •st /s vo 1— co" os Q '
VO vo vo so 'O vo so t— A- t— A- A- !— t— I— t— A- co co

VO t—S <S
i— CM CM

00000 
MS o A-l ITS o

MSOCMASCMCOUSCSOAlOtAOOOOLrSiAO 
■d-COr-A-SO’-’-'a’lTSOUDCMCMCMCMlTS 
r-.-.-r-T-CMCMCMCM'-IrtlA MS VO VO A-

r- ia msco co cm o ococo rnmo
CM CM CM rn m



239

Appendix Table B.2 Food Crop Prices of the Traditional Food Market.

Maize Rice

simple average consumer prices at the centrallisted are

Crop
Year

*) Project from prices reported for 1966/67* Frior to 1966/67 no such price 
serie as here reported is readily available. However in the mid 1960s prices 
were on the whole fairly constant in Tanzania.

Cooking
Bananas

1965/66*)
1966/67
1967/68
1968/69
1969/7'0
1970/71
1971/72
1972/73
1973/74
1974/75
1975/76
1976/77
1977/78
1978/79
1979/80
1980/81
1981/82

45 
45 
40 
43 
39 
44 
48 
49 
54
81 
91 

141 
157 
130 
146 
168 
243

75 
75 
80 
80 
78 
89 
88 
82 
82
91 
213 
237 
188 
189 
202 
363 
600

45
45
40
48
55
61
60
72
68
97 

202 
235
213 
223 
302 
305
380

38 
38 
38 
38 
38 
39 
39 
50
48 
49 
76 
120 
117 
188 

• 216
256 
351

Beans 
(mixed) 

cents/^- kg. 
20 
20 
20 
19 
26 
23 
27 
37 
40 
39 
76 
97 
71 
100 
91 
185 
235

Potatoes
Sweet

Ifote:
The price here ________
market place in eight regional towns quoted during the period Kay-August.
These towns are; Arusha,Dodoma ,I<beya,Koshi,Musoma,Kwanza and Songea.

Irish
( ICO cents= 1 T.shs.)

14
14
14
14
23
29
27
31
42
49
87
89
177
178
141
175
208

Source: URT/TAKWIMU (1978), Appendix Tables I.1-1.8. For the period 1978/79- 
1981/82 , the prices reported have been obtained from the internal 
worksheet files of URT/TAKWIKU by the author of this study.
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Cashewnuts

Source: Appendix Table B.1 above*

Crop
Year

Coffee 
(clean)

Tea 
(made)

Average*) 
(weighted)

1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/jO 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81

123 
123 
100 
126 
115 
103 
174 
179 
200 
200 
213 
204 
291 
499 
350 
312 
373 
393

78
89 
100 
100
88
89
108
108
108
108
108 
123 
123 
133
133 
195 
207 
333

108 
112 
100 
116 
106 
97 
148 
152 
168 
165 
170 
177 
258 
437 
313 
284 
344 
380

100 
100 
100 
100 
100 
100
75 
75 
85 
85 
85 
156 
172 
180 
245 
245 
245 
245

Appendix Table B.3 Producer Price Indices,Perennial Cash Crops, 
(1965/66 . 100).

*) weighted by value of production.
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Appendix Table B.4 Producer Price Indices,Annual Cash Crops,(1965/66= 100).

Average*Ground-SimsimCastor-See d- Sun-Tobacco
nutscotton

1051169886100 104
10210888 100104 99
100100100100100100 100 100

9110288128 10010092
119107163 10592
12712094

138 10494
107133101
120134111101
120126 142104 190107

129120107
149

268
260402135

265313222210 135
271222219
323222272
354267192291

*) weighted by value of production.

Source: Appendix Table B.1 above.

Crop
Year

87
87

96
96

150
188

84
60

114
116

1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81

104
136
183
183

90
106

107
128

Fire- 
cured

214
228

85
89

137
180

58
58
89
89
89
89
106

63
58
60

143
138
188

129
156
167
167

142 
238 
238 
298
357 
392 
417 
476

119
128

76
89
100

91
98

197
228

109
106

135
160

464
558
558
669

159
156

250
275
375
375
375
400

95
108
115
108

343
365
417

156
208

94
98
103

Pyre­
thrumFlue- 

cured
flower seeds 
seeds

1963/64
1964/65
1965/66
1966/67
1967/68
1968/69 _ 97

103
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Average*Sorghum BeansMaize Paddy Millet Cassava

100 100
100
100

110

122

122

100

*) weighted by value of official purchases.

Sources Appendix Table 3.1 above.

Crop
Year

90
110

83
70
100
90
93
86
82
86

109
114
109
114
120

74
100
80
86
86

76
78
100

105 
123 
110 
127
166 
250 
262

1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81

93 
89 
114 
172 
259 
275 
293 
293 
345 
345

109
114
131
145
143
143
143
143
155
238
238
285
357
417
548

95
105
100

117 
129 
142 
157
229 
271 
571 
571
571 
428

114
157
214
257
285
285
285
285

94
94
106 134 

146 
158 
129 
365
427 
671 
671 
671 
671

100 
100 
125 
175 
195 
225 
275 
300 
300 
300

65
65 
100 
105
95
75
75 
100

83
70
100
94
97
97
110

351
355
418
423

Appendix
Table B.5 Producer Price Indices Pood Crops, The Official Market, 

( 1965/66 = 100).
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Crops,The Traditional Food Market,

Average*Rice Maize Beans
Irish

sources available that could give the

Source: Appendix Table B.2 above.

Crop
Year

Cooking
Bananas

1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80 
1980/81 
1981/82

100
100 
106 
106
104
119
117
109
109 
121 
284
316 
250 
252
271 
484 
800

100 
100 
89 
96 
87 
98 

107 
109 
120 
180 
202 
313 
349 
289 
424 
373
540

100 
100 
100 
100 
100 
103 

103 
132
126 
129 
200 
316 
308 
494 
568
673 
924

100 
100 
100 
100 
164 
207 
193 
221 
300 
350 
621 
635 

1264 
1271 
1007 
1250 
i486

100 
100 
96 
101 
121 
137 
137 
157 
179 
220 
382 
453 
589 
614 
621
750 
965

100 
100 
100
95 

130 
115 
135 
185 
200 
195 
380 
485
355 
500 
455 
925 
1175

100 
100 
89 
107 
122 
136 
133 
160 
151 
215 
449 
522 
473 
496 
671 
678 
844

Potatoes
Sweet

Appendix
rlable B.6 Price Indices Food 

(1965/66 = 100).

*) There are no sources available that could give the correct volume 
of these crops traded in the traditional food market. The author 

will therefore here rely on his own subjective 'gusstimates' of the 
relative magnitude of these crops traded in the traditional food 
market. The weights are therefore chosen as follows: maize 0.25, 
rice 0.1,beans 0.2,sweet potatoes 0.1,Irish potatoes 0.1, and 
cooking bananas O.25«
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Appendix Table B.7 Summary Producer Price Indices.
Food Crops Cash Crops

(2) (w) (7)(3) (9)(8)

(9) - (7)t/(8)

Sources: Appendix Tables B.1 - B.6, URT The Economic Survey 1982, Table 27.

Rural Net Barter*
Terms of Trade

Crop
Year

l(D 
83 
70 
100 
94 
97 
97 

110 
105 
123 
110 
127 
166 
250 
262 
351 
355 418 
423

(4) 
108 
112 
100 
116 
106 
97 
148 
152 
168 
165 
170 
177 
258 
427 
313 
284 
344 
380

(5)
105 
102 
100 
94 
98 

103 
109 
106
114 
116 
129 
149 
197 
228 
265 
271
323 
354

(6)
106
105 
100 
104 
102
100
128
128
143 
140 
152 
163 
232
345 
293 
277 
332
368

100 • 
101 
101 
100 
126
126
140
139 
152 
168 
250 
353
379 
416 
422 
440

107
106
102
100
121
118
117
108
90
67
81
99
90
9582
66

100 
97 
97 
99 
116 
121 
130 
134 
153 
196 
329 
386 
518 
549 
570 
669

na
93 
95 
99 
100 
104 
107 
119 
129 
169 
249 
307 
358 
419 
437 
512

100 
100 
96 

101 
121 
137 
137 
157 
179 
220 
382 
453 
589 
614 
621 
751

0.50 
0.50 
0.50 
0.50 
0.50 
0.50 
0.50 
0.50 
0.50 
0.45 
0.40 
0.35 
0.30 
0.25 
0.25 
0.25

*)The overall average producer price index has been deflated by retail prices of 
the succeeding year,because,as we have argued in Chapter 3, during The 1970s 
official price indices tended to understate the actual retail prices. By using 
the succeeding year's retail prices this under-reporting of the actual retail 
prices can be partly adjusted for.

1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 
1976/77 
1977/78 
1978/79 
1979/80
1980/81
(1) = price index of food crops of the official market
(2) = price index of food crops of the traditional food market
(w) = relative share of total food crops traded in the official market.

There are no statistics available that can give the correct share 
of food crops traded in the official market and hence an equal weight 
of the two markets has been used during the first half of the period 
reported in Table B.7 . During the latter half of the period the weight 
of the official market has been reduced while the weight of the 
traditional food market has been increased for the reasons discussed 
in Chapter 5«

(3) = w(l) + (1-W)(2)
(4) = price index of perennial cash crops of the official market.
(5) = price index of annual cash crops of the official market
(6) = weighted average of (4) and (5), weighted by value of crop marketed
(7) = weighted average of (6) and (3), weighted by value of crop marketed
(8) =» price index of official retail prices of goods consumed by minimum

wage earners in Dar es Salaam.



245

TAX PP
1966/67

1980/81 2151

Year

I • 1

1, Table 2.8,and

Crop 
Year

1966
1970
1973
1974
1976
1978
1980 
19^1

(1)
80
80
80 

125' 
175 
175 
125 250

54 
52 
52 
56 
61 
61 
136 
266 
123 
345 1742

342 
313 
280 
474 
488 
544 
545 58O 
556 
792 
1357 
952 
848 
1015 
1068

(1)

135 
164 
165 
240 
375 
375 
565 
565

6
9 

17 
18 
18 
17
23 
24 
23 
20 
82
46 
34 

121 
156

134 
129 
136 
147 
127 
129 
131 
151 
177 
190 
224 
308 
374 
525 
905

84 
74 
75 
91
91
91
91
91
103 
103 
103 
112
164 
174 
260

(2)
184
163
133
135
199 140 
139121

10 
6 
6 
6 

10 
9 10 

11 
13 
14 
22 
31 
37 
53 
91

WP/e

Sources: Computed from URTtThe Economic Survey ( various issues); Ellis,(1979b) 
Table 5» Ellis and Hanak,(l98o) Table 10 and Table 11; 8degaard,(l975) 
Table IV.1, Table IV;2,Table IV.31 and Table IV.32,* and Chaliza (1977J*

____Cashewnuts
PP lwp/e TAX

■ the marketing margin = 
difference between 
consumer price and 
producer price in 
percent of consumer 
price

m.1
63
64
52
54
47
448
31

m.1
57
50 
44 
50
62
47
50 
34

m.1
5962
62
74
74
7276
72

545 
515 
465 
670 
623 
655 
757 
956 
766 
1826 

1976/77- 3969

1 T.shs.) 
96 
96 

101 
107 
105 
105 108 
108 
142 
190 
190 
218 
228 
283 
303

Maize
(2)
8980
64
84
8770
32
56

Wheat
(2)
151 
164 
132 
162 
187 
150 
146 
127

Rice
(1)
165
183
165200
400
350
535
535

1977/78 2740 1142
1978/79 2320 865

1967/68 
1968/69 
1969/70 
1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76

Sources:
Odegaard

m.1
40 
49 
55 
50 
26 
29 30 
49 61
73 
99 165 
173 
298 
534

Appendix
Table B.9 Consumer Prices and Marketing Margin for Maize,Rice and Wheat.

Tanzania i960 - 19°1, selected years.

Appendix
Table B.8 Average Export Price, Export Tax,Stipulated Marketing Margin 

_ and Producer Prices for Coffee,Cotton,and Cashewnuts.
Cottona'

WP/e TAX

(1) - consumer price cents/kg.
(2) = (1)/ NCPI, sde Table 3.10 

m

Appendix Table B.1,URT/MDB (198 \ Annex 
(1974) Table 12.

PP 
cents/kg. (100 cents - 

410 
422 
422 
411 
427 
484 
538 
759 872 
946 
1227 
1121 
1081 
1265 
1348

a) Cotton export prices refers to cotton-lint whereas producer prices refers
to seed-cotton. In estimating the marketing margin (m^) the producer prices 
have been converted to cotton-lint equivalent by assuming an average 
outturn factor of 0.33 in cotton ginning.

WP/e = average actual export price. Export prices are in the source URT, 
The Economic Survey, (various issues), given by the calendar year. 
Here a simple average price of two consecutive years is reported in 
order to be able to compare to producer prices that are reported by 
the crop year.

TAX = average export tax.
m. = stipulated marketing margin of the marketing agents.

= average producer price ( see Appendix Table B.1)

Coffee (-clean) 
m. 1 
149 
150 
133 
140 
74 
50 
76 
110 
87 

687 
870 
646 

_ .607
1979/80 2743 639 1089 
1980/81 2151 183 900

m.1
113 
122 
99 
69 
91 
149 188 
408 
419 
350 
569 
414 
356 
286 
274
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Appendix C. National Accounts Statistics.

An indication of the magnitude of possible errors in the 
national accounts statistics for Tanzania is reported in 
Table C.1, where an estimate made by the present author of

The value of goods and services in the subsistence agricul­
tural sector can only very crudely be estimated. Often 
these estimates are only projected to increase at a certain 
constant rate based on out of date surveys. Considering the 
dominant role the subsistence agricultural sector plays in 
an LDC the estimates of GDP or GNP become very uncertain. 
Not only is there usually a large subsistence agricultural 
sector, but also in an LDC there is often a large and 
growing sector that is commonly referred to as the informal 
sector. The value of goods and services produced in this 
so-called informal sector is probably even less known than 
the value of subsistence consumption in the agricultural 
sector.

National income/output estimates are clearly the most fre­
quently used indicator of economic development. The use of 
GDP estimates for such purposes is however often very 
dubious because the margin of error in these estimates is 
in general so large that one cannot really know whether the 
reported estimates reflect true changes. National accoun­
ting data are generally less reliable in LDCs than in DCs 
because the level of recording and reporting is much less 
developed.

However, the high degree of error in the national accounts 
estimates does not necessarily mean that the estimates are 
useless. They probably give, for one thing, a fairly reali­
stic picture of the overall structure of the economy, and 
read with care give a realistic indication of substantial 
changes. But for small changes this is not the case.
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Considering the dominant role of the agricultural sector in 
the Tanzanian economy such an overestimation of the farm 
gate value of crop production will also quite naturally 
greatly affect the national output estimates. An indication 
of how much such a discrepancy in the estimated value of 
crop production will affect the estimate of national output 
(GDP) is shown in Table C.2 where an adjusted estimate of 
GDP is contrasted with the official estimate of GDP. The 
adjustment made is simply that the GDP value for the agri­
cultural sector is based on the estimate made in Table C.1. 
According to Table C.2 it seems that during the latter half 
of the 1970s the official estimates of GDP may overestimate 
the true value by some 5-7 percent in real terms. It must 
be stressed that this conslusion is only based on an ass­
essment of possible errors in the national accounts statis­
tics for the agricultural sector. The errors could possibly 
be larger if in addition there are large error in the 
estimates of the value of goods and services produced in 
the other sectors of the economy.

the farm gate value of crop production according to produc­
tion statistics and producer prices reported in this study, 
is contrasted with the estimate of farm gate value of 
production according to national accounts statistics. As 
can be noted there is a large discrepancy between the two 
estimates, cf. row 11. On the whole it seems that, accor­
ding to the author of this study, the national accounts 
statistics have tended to overestimate the farm gate value 
of crop production, especially during the latter half of 
the 1 970s. The estimated values for 1 97by contrast were 
practically identical. ILO (1982) Technical Papers number 8 
and number 9 also concluded, after studying the internal 
worksheets used by the Bureau of Statistics (TAKWIMU) in 
their annual exercise of compiling national accounts esti­
mates, that the estimated value af crop production is 
overestimated.
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1978 19801966 1968 19761972 19741970

1966 prices.T.shs. mil. in constant

1570

168

Grand Total
2715

100
(8/9) x 100

11. row

5-10 percent, see Appendix A

9.
10.

Sources: The estimated values of crop production have been estimated based on 
the production statistics and producer prices reported in Appendix 
Tables A.1-A.3 and B.1-B.2.

7.
8.

462 
1108*

380 
1051* 

1431

468 

1313* 
1781

521

1429
1950

177
38

215
2326
3822

2412

7275

449
1751
2200

43
211

2709
13246

471

2039
2510

402.0

3669
23.4

463

2155
2618

99.2

2087

17.0

259
41

300

1732

2071

246

50
296 

2078 

2347

515
1596
2111

248.9
2922

17.4

363.4

3645
25.6

151

49
200

217

55
272

2222

254

•36
290 

1859 
2112

141

5-1
192

2809

14751

105.5
2224

6-5

117.4
2312

3.8

164.1

2329
0.1

Appendix

Table C.1 Estimated Farm Gate Value of Crop Production,Tanzania 1966-1980, 
selected years.

Years
Sector 
Crop

Peasant Sector 
row
1. Cash Crops
2. Pood Crops
3. sub-total

Large-Scale Farming
4. Cash Crops
5. Food Crops
6. sub-total

2112
(10-7)/row 10 11.9

QA

PA

P.
Zk 
row

*) probably underestimated by 
«A

some
= estimated farm gate value of crop production according to National Accounts 

statistics in current prices, reported in URT/TAKWIMU (1981a) Table 9
= National Accounts Statistics implicit price deflator for the agricultural

sector
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1966 1968Year 1972 1980
row.

1111

3.9

estment_Trends

4326 
6893 
11219

2709
828

2953 
3561 
6514 
1859 
841
2700 
6261

3077 
4051 
7128 
1732
928 
2660 
6711
$-9

3315 
5705 
9020 
2326
986 
3312 
9017 
0.03

3425
5114
8539
2222

3772 
6391 
10163
2412
909 
3321 
9712
4.4

3537
10430
7.0cl A*

4560
7454 
12014 
2809
953
3762 
11216
6.6

3333
8447
1.1

Sources: computed, from URT, The Economic Survey, various issues,and 
URT/TAKWIMU (1981a) Table 9.

Saving and investment trends according to national accounts 
statistics are reported in Table C.3. Care must of course 
also be exercised in reading this table since the figures 
are only derived from statistics that are consistant within 
the national accounts statistics, which we have just seen

Appendix
Table C.2 Estimated Gross Domestic Product (GDP), Agricultural and llon- 

Agricultural Sectors, Tanzania 1966-1980, selected years.

GDPA = GDP at factor cost in the agricultural sector
GDPNA = GDP at factor cost in the non-agricultural sectors
GDPCP = GDP in crop production = Farm Gate Value of Crop Production = row 7 

Appendix Table C.1
GDPNCP = GDP in non-crop production in the agricultural sector
GDP* = adjusted GDP
GDPA* = adjusted GDP in the agricultural sector

1. GDPA
2. GDPNA
3. GDP = row(l+2)
4. GDPCP
5. GDPNCP

6. GDPA*a row ( 4+5)
7. GDP* = row ( 2t6)
8. row (3-7)/row 3 '

1970 1972 1974 1976 1978
T.shs. mil. in constant 1966 prices.

3205
4475
7680
2078
980

3058
7533
1.9



250

l
1982*1966 1968 1976 1978Year 1970

,F

,G

i

,G

I

1 
I

the figures 
fairly realistic

1972 1974
$ of GCF.

1980
• j

7 
67 
74 
26 

206? 
276 
6.7 

18.5 
204

8
72
80
20

1396
193
9.8

18.9 
154

38
38
76
24 

'2439 
261 
7.0
18.3
198

3 
87 
90 
10b) 

4761 
319 
8.0 

25-5 
287

- 24
88
64
36

9562
392
na

- 3
30
27
76a)

3516
313
6.4

20.0
84

16
86

102
- 2
1092
152

12.8
19.5
155

Sources: Computed, from URT The Economic Survey, various issues,and from 
URT/TAKWIKU (1981a) Table 15.

- 44c) -;21
91
47
53

6902
355
4.2
14.9
167

67 
46 
54 

8486 
372 
4.2 
15.6 
171

sc 
sp 
sp 
sD + sp

Appendix
Table C.3 Gross Capital Formation and Sources of Finance, Tanzania 1966-1982, 

selected years.

*) preliminary estimates
a) drought year that necessitated large import of food grains
b) boom in coffee prices which caused exceptionally high export earnings
c) large government cash deficit caused by military operation in Uganda

= Government Savings = Taxes and Nisei. Revenue - Expenses exclusive of investments
= Foreign Savings ■ - Current Account Balance
= Private Savings
- Domestic Savings = s1

GCF ■ Gross Capital Formation in current prices in T.shs.mil.
IGCF » Index Gross Capital Formation (monetary) in constant 1966 prices,

1964 value = 100
GCFA » Gross Capital Formation in the Agricultural Sector

probably contain large errors. Nevertheless, 
reported in Table C.3 probably give a 
picture of the trends.

row
1. SC
2. SP
3. SD
4. SF
5. GCF:-.S'
6. IGCF
7. GCFA. in £ of GCF
8. row 7 x row 6
9. row' 3 x row 6

= GCF - (SG + SF)

-G qP = 5 +5

P P 
+. S'- +■ S*

T.shs.mil
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Appendix

Table D.1

1.0

'Sources: URT/TAKWIMU Statistical Abstract_1973. URT/TAKWIMU (1980).

Arusha 
Arusha 
Masai 
Mbulu

Kigoma 
Kasulu 
Kibondo 
Kigoma

Kilimanjaro
Kilimanjaro 
Pare

Morogoro 
Kilosa 
Morogoro 
Ulanga

Coast
Bagamoyo 
Kisarawe 
Mafia 
Mzizima 
Rufiji

Mara
Musoma
North Mara

Dodoma
Dodoma
Kondoa
Mpwapwa

Iringa
Iringa 
Mufindi 
Njombe

73.04
14.24
19-30
39-50

41.31
16.58
13.21
11.53

21.76
17-87
3.89

82.10
2.98

63.06
16.06

56.85
28.62
7.12

21.11

13.21
5.31
7.90

33.72
9.84
8.94
0.52 
1.08 

13.34

120.9
26.3

23.9
64.9

16.7
20.8
22.7

10.1
24.4
19.0

3.2
1.5
3.2

2.1
2.7

2.7
3.1

1.0
2.4
3.6

3.6
4.8
3.6

Region 
District

38.4
30.476.6

1.3
8.3

6.4
3.1
1.1

2.8
1.73.0

Kbeya 
Chunya 
Mbeya 
Mbozi 
Rungwe 
Kyela 
Ileje

1.3
1-93.0

Mtwara 
Mtwara 
Masasi 
Newala

Mwanza 
Geita 
Kwimba 
Mwanza 
Ukerewe

Lindi 
Lindi 
Kilwa 
Nachingwea

Ruvuma 
Mbinga 
Songea 
Tunduru

Shiny anga 
Kahama 
Maswa 
Shinyanga

Singida
Singida 
Manvoni 
Irimba

Tabora 
Nzega 
Tabora

Rukwa
Sunbawanga
Mpanda

Tanga 
Handeni 
Korogwe 
Lushoto 
Pangani
Tanga

West Lake 
Biharamulo 
Bukoba 
Karagwe 
Ngara

14.4
59.0
27.6
37.8

14.6
28.1
38.3

6.6
2.1
6.0
1.0

3.1
2.8
2.8
1.4
1.8

1.3
2.2
2.5

3.6
0.6
2.8
2.2

2.1
2.2
1.1

1.9
0.2
5.5

2.1
3.5
2.1

0.6
1.4
5.9

2.9
5.9

3.4
13.9
25.6
98.1

229.0
36.6

13.8
24.9
44.4 
na 
10.1

4.7
3.2
4.3 
na
1.4
na

37-04
9.32 

16.06 
11.66

9.07 
6.09 
3.88 
O.65 

66.04 
9.45 

13.85 
42.74 
61.25
8.42 

34.06 
18.78 
50.76 
19-94 
21.37
9.45 

49.34 
12.82 
28.62
7.90 

76.15 
13.73 
62.42 
68.63 
22.79 
45-84 
26.81
13.21
3.76 
3.50 
1.42 
4.92 

28.45 
10.88
8.03 
7.70 
2.85

16.7
3.6

30.6

23.3
5.4
7.2

30.2
5.4

27.5
8.7

16.7

19.3
17.8
6.2

Annual 
Growth 
% 

1967-78

14.0
50.8
81.7 
23-4
48.8

10.9
3.2

90.5
2.8

26.5

25.9
8.2
3.5

58.36
25.90
18.43
9.19
2.39
0.50
1.95

60.7
53-4
81.9

213.7

Region 
District

Population 
Density Annual* 

Growth 
$ 

1967-78

nos./ 
ta.2 1978

Population 
Density 
nos./ 
. 2 km. 
1978

Total 
land 
area 
'000 
,2 km

Population Density and Population Growth' Growth Rate by Districts, 
Tanzania 1967-1978.

Total 
land 
area 
•000 
km.2 
16.71 3.76 
8.94 
4.01
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Appendix

Public SectorYear
TotalServices Total

(a)(a)

1967 all

Year
Total

(a) (a)

(a) = percent of Grand Total
Sources: same as Table D.2.

Grand
Total Parastatal

Firms

Grand
Total Public

Services

1954
1962
1965
1967
1970
1972
1974
1978
1980
1982

409.1
391.2
333.8
346.7 
375-6 
405.7
484.1
535.9 603.2 
672.0

na
10.9
11.8
17.2
15.9
15.9
21.3
18.6 
na 
na

50.8
41.7
35.7
28.7 
28.0 
25.5 23.0
21.7
20.3

na
192.3
194.7
222.9
268.3
291.9
360.7
412.5472.2
538.5

na
na
na194.2
165.9
172.9198.0
222.9 
na 
na

49-2
58.3
64.3
71.3
72.0
74.577.0
78.3
79-7

1954
1962
1965
19»71970
1972
1974
19-78
1980
1962

na 
na
26.3
54.6
68.3
80.1
104.6 
142.1 
na

137.6
109.6
63.1
52.0
37.5
36.5
43.5
47.7 na 
na

80.5
78.4
64.2
54.6
53.961.4
58.6
56.9 na
na

56.0
44.2
42.6
40.941.6

137.6
109.6
63.1
52.0
37.5
36.5
43.5
47.7 

na 
na

409.1
391^2
333.8
346.7
375-6
405.7
484.1
535-9603.2
676.0

Sources: URT The Economic Survey,various issues,URT/TAKWIHU (1977,1981b) 
Valentine,(1980) and Lawrence,(1971)•

Appendix
Table D.3 Wage Employment in the Agricultural and the Non-Agricultural 

Sectors, Tanzania 1954-1982,selected years.

Table D.2 Wage Employment by Public and Private Sector, 
Tanzania 1954-1982,selected years.

Private Sector
Sisal
Estates

(a)
33.6
28.0
18.9
15.0
10.0
9.0
9.0
8.9

Non-Agricultural
Sectors
Total

’000 persons, 
na 
na 
na
152.5 44.0
209.7 55-8
232.8 57-4
286.1 59.1 
313.0 58.4 
na
na

na
198.9
139.1
123.8
107.3
113.8
123.4
123.4 
131.0
137.5

na
101.3
107.4
126.2
155.1
164.5 
206.0
208.4 
na 
na

(a) = percent of Grand Total
Note:
Sisal estates are both privately and publically owned firms. Before 
sisal estates were privately owned. Following the Arusha Declaration in 1967 . 
a large number of sisal estates were nationalized.

Agricultural Sector 
Sisal Others
Estates 

•000 persons
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