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Introduction

ince the country’sindependencein 1961, the Government of Tanzania has implemented

a series of agricultural related policies, plans, strategies and programmes that were

integrated within Five Year Development Plans. Immediately after independence,
overall agricultural policy was characterized by market-based interventions and the
major instrument for policy implementation was the Five Year Development Plans. After
the Arusha Declaration in 1967, agricultural policy environment was characterized by
more government-led interventions. These included the nationalization of private sector
enterprises throughout the value chain of major export commodities. This resulted in
the establishment of state farms, state processing and marketing enterprises and state-
controlled cooperative unions. During the late 1970s and early 1980s, it became evident
that the interventionist policies in the agricultural sector as in the rest of the economy
were not working. In the mid-1980s, the government, supported by the major development
partners, started economic and structural adjustments which involved gradual dismantling
of interventionist instruments in the economy in general and in the agricultural sector in
particular. In the agricultural sector, it has involved allowing private sector participation
in the value chain of most agricultural and livestock products, decontrol of producer prices,
and privatization of state enterprises. These policy reforms are still ongoing.




ore recently the Government has formulated the Tanzania Development

Vision 2025 and Zanzibar Development Vision 2020 as long term development

frameworks that guide the country’s resolve to eradicate poverty and attain
sustainable development of the economy. The medium term development goals are
expressed in the National Strategy for Growth and Reduction of Poverty (NSGRP), and
the Zanzibar Strategy for Growth and Reduction of Poverty (ZSGRP). These initiatives
are aimed at achieving the targets that are outlined in the Millennium Development
Goals (MDGs) and other commitments and targets which are aimed at combating hunger,
disease, illiteracy, environmental degradation, and discrimination against women and
above all reduction of poverty. These frameworks underpin the sectoral and sub-sectoral
policies, strategies and programme that are currently in operation.

The National Strategy for Growth and Reduction of Poverty (NSGRP) and the

Zanzibar Strategy for Growth and Reduction of poverty (ZSGRP)

The NSGRP and ZSGRP are five year national strategic blue prints for promoting economic
growth and poverty reduction across all sectors of the economy, including the agricultural
sector in the Mainland and Zanzibar respectively. They provide a framework for focusing
policy direction and thrust on economic growth and poverty reduction in various sectors
of the economy by setting specific goals and operational targets within three main clusters:
i) Growth and Reduction of Income Poverty, ii) Social Services and Wellbeing and iii)
Good Governance. The agriculture sector is addressed under the Cluster on Growth and
Reduction of Income Poverty.

Both Tanzania mainland and Zanzibar have implemented the first generation of the NSGRP
and ZSGRP respectively and are now developing the second generation poverty reduction
strategies which are being finalized. Within these strategies, agriculture is recognized as
an important sector in economic growth and poverty reduction. For example, Goal 2 of
NSGRPII targets reducing income poverty through promoting inclusive, sustainable, and
employment-enhancing growth, while Goal 2 for ZSGRPII is to promote sustainable and
equitable pro-poor and broad-based growth, especially in the agricultural sector. The
NSGRPII states for example, that “with vast natural resources - rich agro-climatic zones,
minerals and water resources, potential irrigable land, forestry and wildlife resources and
above all, its population size - rural development and particularly agriculture stands out as
a sector that requires priority attention since the rural sector accommodates the majority
of the poor population”.

The Agricultural Policy Framework

The Agricultural Sector Development Strategy (ASDS) is the strategic blue print for the
development of agriculture, with specific goals, priority operational targets and strategies
that are aimed at achieving the NSGRP/ZSGRP targets. The ASDS strategic objectives
include (i) creating an enabling and favorable environment for improved productivity

and profitability in the agricultural sector; and (ii) increasing farm incomes to reduce
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income poverty and ensure household food security. The ASDS identifies the following
tive strategic priority areas:
» Strengtheningtheinstitutional framework tofacilitate partnership and coordination
in developing the agricultural sector;
* Creating a favorable environment for commercial activities;
* Public and private partnership in improving agricultural support services;
» Strengthening marketing efficiency for agricultural inputs and products; and
* Mainstreaming agriculture in the decentralized planning process under the local
government authorities (LGAs).

These priority areas are in line with the CAADP objectives and principles. In an effort to
give more emphasis to a private sector-led development of agriculture, the Government,
together with private sector players has formulated the Kilimo Kwanza and Agricultural
Transformation Initiative (ATI) for Tanzania Mainland and Zanzibar respectively. These
will bring more players, more robust involvement of private sector and improved national
coordination of planning and resource allocation as envisaged in the ASDS. They will
therefore accelerate achievement of ASDP/ASP objectives of: enabling farmers to have
better access to and use of agricultural knowledge, technologies, marketing systems and
infrastructure, all of which contribute to high productivity, profitability and farm incomes;
and promoting private investment based on improved regulatory and policy environment.
In general, the existing policy environment:
* Recognizes existing low capacity for irrigation potentials and the need to promote
Integrated Water Resource Management;
* Recognizes the role of government in improving rural infrastructure to reduce
transaction costs that affect agricultural growth and competitiveness;
* Supports the enhancement of food security through production of sufficient
quantity and quality of food;
* Supports the strengthening of agricultural support services including research and
extension;
* Advocates interventions for reversing environmental degradation, promoting
conservation and sustainable management of our natural resources;
* Recognizes the importance of human resource development and creation of
employment opportunities; and
* Recognizes the importance of the participation of the private sector including
cooperatives and community based organizations.

However, Tanzania’s agricultural policy environment is still in a transition. Inherent
in this transition is not only the need to deepen the reforms, but also to streamline and
rationalize the existing policies related to agriculture. They also need to be fully aligned
with the NSGRP/ZSGRP and the ASDS as well as with Kilimo Kwanza and ATI. Other
specific challenges include:

* The need to up-date some of the policies that were formulated long time ago

and which pre-date the ASDS. These need to be reviewed to accommodate new
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challenges and opportunities. These include the Land Policy that is critical for
achieving the country’s growth and poverty targets;

* The need for stronger harmonization of the different but inter-related policies like
the National Agricultural Policy and the Livestock Policy, the Trade Policy and the
Agricultural Marketing Policy or if possible to have a single sector policy.

* Improving incentives for increased investment in the sector;

* Improving thelegal and regulatory framework for agricultural trade and marketing;

* Strengthening coordination in the implementation of policies and strategies.

These challenges will need to be addressed in order to reverse the unsatisfactory
performance of the agricultural sector as manifested in slow growth rate and low
productivity of the sector vis-a-vis other sectors.

Creating an Enabling Policy Environment for Private Sector Investment

The Government is committed to creating a favourable legal, regulatory and policy
environment that will facilitate stronger participation of the private sector in the
development of agriculture in the country. To achieve this, the current policy reform
efforts will be up-scaled. The following specific interventions will be implemented in order
to achieve the goal of private sector-led agricultural transformation in line with Kilimo

Kwanza/AT]I, and the eventual growth and poverty reduction as envisaged in the NSGRPII

and ZSGRPII:

1. Review of relevant agricultural policies in order to harmonise them and to align them
with the NSGRPII/ZSGRPII, ASDS, Kilimo Kwanza and ATI, and to allow stronger
participation of the private sector in the whole value chain and in input and output
markets as proposed in Kilimo Kwanza and ATL;

2. Strengthen the regulatory framework for the production and distribution of inputs,
promoting out-growers schemes, agro-processing, trade and marketing to take
advantage of favorable international market environments in view of Tanzania’s
agricultural comparative and competitive advantage in regional and international
markets;

3. Review the legal and institutional modalities for land delivery and management in
order to improve efficiency in the acquisition and securing of land for private sector
investment;

4. Provide tax incentives, agricultural input support and trade policies.

5. Creating new models for cooperation between the Public and Private sector in rural
development at all levels (national, regional and international) including new ways
of bringing together processors and agribusiness, new ways of establishing and
enforcing grades, standards and new emphasis on improving the investment climate
for agriculture.

Agriculture Sector Contacts:

Coordinator of Agriculture Sector Lead Ministries (ASLMs),
Ministry of Agriculture Food Security and Cooperatives (MAFC),
PO. Box 9192, Dar es Salaam.

Telephone: +255-22-2862480/1, Fax:+255-22-2862077
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Introduction

e long term vision of economic development for both Mainland
Tanzania and Zanzibar is to accelerate economic growth and reduce
poverty. Both, Vision 2025 for Tanzania mainland and Vision 2020

for Zanzibar recognize the agricultural sector as the growth driver. Within
these visions the Agricultural Sector Development Programme (ASDP)
and Agricultural Strategic Plan (ASP) have been designed with the broad
objectives to increase agricultural productivity and profitability, generate

employment in rural areas and ensure national and household food security.



he long term vision of economic development for both Tanzania mainland and Zanzibar is to

accelerate economic growth and reduce poverty. Both Vision 2025 for Tanzania mainland and
Vision 2020 for Zanzibar recognize the agricultural sector as the growth driver. Within these
visions the Agricultural Sector Development Programme (ASDP) and Agricultural Strategic Plan (ASP)
have been designed with the broad objectives to increase agricultural productivity and profitability, generate
employment in rural areas and ensure national and household food security. The implementation of the two

programmes focus on the following strategies:

1) To enable farmers to have better access to and use of agricultural knowledge, technologies, marketing
systems and infrastructure, all of which contribute to higher productivity, profitability, and increased
farm incomes;

2) To promote private investment based on an improved regulatory and policy environment.

Both ASDP and ASP aim at increasing the growth rate of agricultural GDP. Targets for mainland Tanzania
are to increase the agricultural sector annual growth rate from 3.2 percent in 2009 to 6.3 percent in 2015
(MKUKUTA II and MKUZA 1I), through transformation of the sector from subsistence to commercial
agriculture. Besides stimulating agricultural growth, ASDP and ASP target also to achieve food security and

reduce rural poverty.

The commitment is to facilitate sector development through public private partnerships, focusing on
participatory planning and implementation, decentralization of service delivery to Local Governments
Authorities, and mainstreaming of cross-cutting and cross-sectoral issues in agricultural development

operation. Another commitment is on investment in the agricultural sector with emphasis on the following:

1) increasing productivity of agricultural activities through the adoption of productive technological
options;

2) expanding area under irrigation and promoting water use efficiency;

3) refocusing public expenditure to priority outcomes.

4) attracting public and private investment in agriculture, including livestock and natural resource
management, and

5) promoting diversification to non-farm activities.

2. Potential of the Agricultural Sector in Promoting Economic Growth and Poverty Reduction

Tanzania has great potential of accelerating growth of output in the agricultural sector, considering its diverse
climatic zones with potential for many crops, livestock and forestry products. It also has sufficient water
for both irrigation and livestock and vast opportunities in terms of rivers, lakes and sea water for fishing.
Since agriculture employs a large proportion of the poor people and the country is endowed with all these

resources, it has a big potential of lifting many of them out of poverty.

Despite this potential, performance of the agricultural sector has had only modest contribution to economic
growth and poverty reduction. For both Mainland Tanzania and Zanzibar, the growth rate of agricultural

GDP has been relatively low compared to other sectors — services and industry (See Figure 1). Over the past
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10 years, the agricultural sector has been growing at the rate of about 4 percent, while services and industry
have been growing by more than 6 percent. However, 1 percent growth of the agricultural sector has more

positive multiplier effect that the same growth in any other sector.

Figure 1 Growth Rates of Total GDP, Agriculture, Industry and Services
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At a more disaggregated level, crops such as maize that are grown by the majority of the poor have experienced
slower expansion. A study on Agricultural Growth, Poverty, and Nutrition in Tanzania by IFPRI (2010)
reveals that because relatively high growth in the agricultural sector has taken place mostly in large scale
commercial farms, growth in the agricultural sector has not been able to significantly reduce poverty in
rural areas. The study estimates that under current performance (baseline scenario), in which there are no
interventions to increase productivity in subsectors with stronger links to the poor, poverty incidence will

decrease to only 31.1 percent in 2015.

For the sector to contribute significantly to growth and poverty reduction it must grow by over 6 percent per
annum. However, high overall growth rate for the agricultural sector is not sufficient for significant poverty
reduction. This is because different subsectors contribute differently to agricultural growth and poverty
reduction. Factors that determine the magnitude of individual sectors include the sector’s initial share in
income and employment and its potential for incremental growth. In order to achieve maximum pro-poor
growth, high growth has to take place in the subsectors of agriculture with strong links to poor households.

These have to be the priority sectors for investment.

In the case of Tanzania, a study by IFPRI (2010) identifies the maize sub-sector to be a top priority area

for investment. This subsector is considered to be an important pro-poor growth driver compared to the




other subsectors because, first, it has a strong poverty effect in the sense that it supports the livelihood of the
majority of poor households. Second, it has strong growth effect because it is a relatively big sector. Third, it

has a strong nutrition effect because maize as a food crop has a fairly high nutrition value.

A growth scenario (which the IFPRI study calls the Agriculture scenario) , based on increasing productivity
in the maize sub sectors is much likely to be broad based, and hence to contribute significantly to poverty
reduction. IFPR (2010) estimates that under this agriculture based scenario, incidence of poverty will
decrease to 26.1 percent in 2015. This scenario has the biggest impact in reducing incidence of poverty in

rural, urban, non-farm, and farm sectors.

Currently ASDP and ASP also accords high priority to rice, millet/sorghum, livestock and fishery. Rice
has a relatively high nutrition value, and is increasingly becoming a food as well as a cash crop even for the
poor. In addition, Tanzania has a big potential of producing rice for domestic and regional markets. Millet
and sorghum are drought resistant crops with strategic importance in food security. Poverty incidence is
high among communities of livestock keepers and fishermen. Thus, placing high priority in investment
in these crops/products as well is necessary in addressing the poverty problem in rural areas. Tanzania has
prepared a National Rice Development Strategy which aims at doubling rice production and productivity by
2018. this will go hand in hand with expansion of land under rice production, irrigation and water control

management systems (CAADP Pillar I)

3. Low Productivity as a Constraint to Rural Development and Agricultural Growth

One of the major constraints to rural development and agricultural growth is low productivity of land and
labour. Key factors affecting agricultural productivity are: (i) low public expenditure on agricultural Research
and Development (R&D), (ii) inadequate and agricultural financing, (iii) poor production techniques;
(iv) under-developed markets and market infrastructure and farm-level value addition; and (vi) poor rural

infrastructure, including rural roads, telecommunications and electricity etc.

4. Priority Investment Areas

In order to stimulate growth in the sector and reduce poverty in rural areas, public expenditure in agriculture
should be increased. More specifically, production of maize, rice, and root crops, livestock and fishery should
get top priority in government’s investment plans. Investment in irrigation, mechanisation, research and
development, and agricultural inputs is needed to raise productivity in these sub-sectors. Investment in rural
roads/infrastructure, agro-processing and packaging (CAADP Pillar II) and renewable natural resources

will be needed to expand the market especially for the priority crops. Below are proposed investment areas:
A. Investment Necessary for Increasing Productivity

1) Irrigation(Pillar I): Tanzania mainland has a total irrigation potential of 29.4 million hectares,
but only about 0.33 million hectares are currently under irrigation. In Zanzibar the potential area
for irrigation is 8,500 hectares, but only 700 hectares are currently under irrigation. Tanzania

has a large potential of increasing maize production by inceasing the area under irrigation.
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2)

3)

4)

Existing gaps in ASDP and ASP that need to be addressed include inadequate equipment and human

resources, irrigation infrastructure and integrated water management services.

More resources wil be needed to improve existing traditional irrigation schemes, to rehabilitate
deterriorated irrigation schemes, and to expand the area under irrigation in the already identified
irrigation potential areas. The government will have to create an enabling environment for
private sector investment in irrigation. Together with the promotion of irrigation, adoptions
of sustainable farming which conserve the environment is quite important. Increasing the
efficiency of irrigation and the profitability of the investment is also needed to improve the

sustainablitiy of the irrigation system.

Mechanisation(Pillar I & III): Given that cultivation of most of the priority crops is done
predominantly by the hand hoe, significant growth can not be achieved without increased
mechanization. It is estimated that about 70 percent of farming is dependent on the hand hoe,
20 percent on ox-ploughs, and 10 percent on tractors. The use of rudimentary technology, such
as a hand hoe is one among reasons that account for low labor productivity in agriculture. A
mechanization programme that enables small holder producers to use ox ploughs and tractors

has been initiated but it needs mor investment.

In order to support small holder farmers and promote small holder farmers’ mechanization,
farmers will have to be encouraged to organize themselves into multiform schemes that will
offer the mechanization services. The government will have to encourage the establishment of
privately owned one stop mechanization centres that will provide mechanization services. In
addition, there is a need to establish a programme that will enable small holder poducers to use
labour saving technologies such as solar power and wind mills that will contribute significantly

in increasing agricultural output.

Research and development and extension (Pillar IV): Currently amount of resources is
allocated to research and development in the agricultural sector is 0.3 percent of the total
government budget allocated to the sector. However, the government has agreed to allocate
one percent of the national budget to research and development. Available evidence to show
that investment in research and extension has huge positive impacts on agricultural growth and
household incomes. For every Tshs 1 million spent on agricultural research, household incomes

increase by Tshs 12.5 million and lifts 40 people out of poverty.

The major gap in both ASDP and ASP as far as research and development is concerned is

inadequate research infrastructure facilities and manpower.

Use of improved agricultural inputs(Pillar II1): To bring about agricultural green revolution
and transformation, access to and timely use of farm inputs by farmers is an important aspect.
However, usage of agricultural inputs in Tanzania is quite low. For example, while Tanzania
uses only 9kg/ha of fertilizer, the average for SADC countries is 16kg/ha, Malawi 27kg/ha,
China 279kg/ha and Vietnam 365kg/ha. It is estimated that only 10 of percent of farmers
use improved seed. These include poor distribution network channels, high costs of certified

seeds, poor infrastructure in rural areas. In recognising the importance of agricultural inputs,




the government has embarked on providing smart taregted agricultural input support. The
World Bank has also joined the government by providing a loan through Accelerated Food
Security Project (AFSP). The loan complements the government initiatives. However, more
investment in developing productivity enhancing technologies is required to support production
and distribution of improved inputs and quality control of such inputs. Therefore an incetive
scheme should be created to attract private investment in the production and distribution of

agricutural inputs.

5) Renewable Natural Resources, Environment And Climate Change (Pillar III): Environmental
conservation is important for sustainable agricultural development and poverty reduction.
However, quite often agricultural activities do cause environmental degradation through
deforestation, soil degradation and soil erosion, which in turn lead to low productivity. The
long term impact of environmental degradation has been climate change which has detrimental
effects (for example, droughts, and floods) on agriculture. While both ASDP and ASP address
the problem of environmental degradation, they do not address the problem of climate change

and its impact on agriculture.

The government should continue to sensitize the public on the importance of conserving the
environment and mobilise people to plant trees and and encourage farmers and livestock keepers
to adopt environmental friendly farming and animal husbandry methods ASDP and ASP
should take on board climate change as one of the major challenges for sustainable agricultural
development. Mitigation and adaptation strategies to cope with climate change should be given

more attension interms of investment.
B. Investment Necessary for Market Expansion

1) Rural Infrastructure(roads, markets, storage facilities, electrification etc (Pillar II):
Improvement and construction of rural roads and market infrastructure are important for
efficient inputs and output marketing. Investment in infrastructure is also important for
attracting private investment in agricultural related activities such as agro-processing, increasing
producer prices and farmers’ income.

2) Agro-processing and value addition(Pillar II): Agro-processing and value addition are
important activities for agricultural development and poverty reduction. These activities can
generate additional employment in rural areas. They also have strong forward linkages. For
example, grain milling can produce animal feed to support the expanding livestock industry.
Agro-processing can also expand the market for grains. Expanding upstream grain milling
capacity for example, would expand market opportunities for grain; and thus increase farmers’
access to urban consumers who prefer processed grain. For food crops with low income elasticity
such as maize, millet and sorghum, agro-processing can generate additional market opportunities
in other sectors such livestock industry which demand processed grain.

The level of agro-processing infrastructure in Tanzania is very low. As a result, Tanzania is
exporting unprocessed agro-products while the agro-procesing industry cannot meet domestic
demand. The low capacity in agro-processing is one of the main reasons for high post harvest
losses. It is currently estimated that 30 percent and 70 percent of output of cereals, and fruits
and vegetables, respectively, is lost post harvest due to inadequate agro-processing facilities.

In the fisheries sub-sector, 20 percent of output is lost post harvest due to lack of processing
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facilities. One of the major reasons for inadequate investment in agro-processing is poor physical

infrastructure in rural areas.

Investment in agro processing activities can generate employment and incomes in rural areas.
Agro-processing will also add value to the export of agricultural crops, thus enabling the country
to earn more foreign exchange. More funding for investment in physical infrastructure, such as
feeder roads and electricity in rural areas will be needed in order to attract private investment in

agro-processing activities.
C. Promotion of Public-Private Sector Partnership

The role of the private sector in the development of agriculture sector is paramount. It is the
private sector which is supposed to play a major role in production, transportation, storage,
processing and marketing of agricultural produce. However, for the private sector to play its
role effectively, the government must create an enabling environment through provision of
infrastructure, and incentives, and formulation and enforcement of regulations. For this reason,
promotion of public-private partnership is critical for the achievement of ASDP and ASP

targets.
D. Capacity Building at all Levels:

In order to realize potential benefits in agricultural sector, any investment has to go along with
capacity development of human capital and the introduction of sustainable farming concepts
such as investing in the above priority areas.

Table 1: Summary of benefits to be derived from investing in priority areas

Priority Investment priorities Benefits
Priority Area Rural infrastructure e Improved distribution of inputs and lower costs
No 1 (Feeder roads, markets, of inputs
electrification, storage e Improved transport of agricultural products and
facilities among others) lower marketing costs
and agro-processing e Attraction of private investment in agro-

processing and other non-farm activities
e Increased market outlet for agricultural products,
increased producer prices, increased farmers’

income
Priority Area Irrigation e Increased production of agricultural products,
No 2 more specifically maize and rice
e Increased and stable income for farmers
Priority Area Mechanization e Increased labour productivity and income for
No3 farmers

e Farmers labour available for other non-farm
income generating activities

Priority Area Research and e Increased labour and land productivity

No 4 development e Increased farmers’ income

Priority Area Farm inputs ® Increased labour and land productivity

No 5 e Increased farmers’ income

Priority Area Renewable natural e Improved adaptation to climate change

No 6 resources e Improved environmental management including

soil fertility




In order to achieve the long term objectives of accelerating economic growth and reducing poverty as

outlined in Vision 2025 for Tanzania mainland and Vision 2020 for Zanzibar, investment in the agricultural

sector must be increased in order to stimulate growth in the sector and raise farmers’ incomes.

Given the limited amount of resources, future investments and particularly public investment in agriculture

will have to be guided by two major criteria for investment to have a significant impact on both growth and

poverty reduction. These criteria include the following:

1)

2)

Prioritization: Areas of investment that have significant and wide impact on growth and poverty
reduction. In the case of Tanzania, increasing productivity in maize, millet and sorghum is proposed

to be top priority chains of investments in the sector.

Targeting: For public investment to have significant impact on poverty reduction, investments will

have to be targeted to benefit poor agricultural producers.

Agriculture Sector Contacts:

Coordinator of Agriculture Sector Lead Ministries (ASLMs),
Ministry of Agriculture Food Security and Cooperatives (MAFC),
PO. Box 9192, Dar es Salaam.

Telephone: +255-22-2862480/1, Fax:+255-22-2862077
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Introduction

The financing of the agriculture has been through a variety of sources with the

Government traditionally being the main source of funds to the sector mostly to

support services and infrastructure. Government resources have been supplemented
by Development Partners who have been supporting the development of the sector through
contribution to the ASDP Basket Fund and stand-alone projects. In addition, resources to
the sector have also been channeled through Non Governmental Organisations (NGOs),
both local and foreign, and these have also made significant contributions to the sector,
although the exact amount of resources flowing through this window has been difficult
to estimate. The Government has taken measures including legal and policy reforms to
encourage the commercial private sector to invest in agriculture. However, the result has
not been as significant as expected as many private sector players are still hesitant to invest

in the sector.
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