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1 INTRODUCTION

1.1 Agricultural Sector Development Programme Phase II (2015/16 — 2024/25)

The Government of Tanzania represented by the Agriculture Sector Lead Ministries
(ASLMs') had implemented Agricultural Sector Development Programme Phase I
(ASDP-1) for seven years starting from June 2006 to July 2013°. The Programme
comprised of two components; the Local and the National Level Components.
Development activities at the National level were based on the strategic plans of the line
ministries while activities at Local Level were implemented by Local Government
Authorities (LGAs), based on the District Agricultural Development Plan (DADP) as
part of the broader District Development Plan (DDP).

Following the closure of ASDP 1, the Government and Development Partners (DPs)
have prepared the second phase of ASDP (ASDP 2) as a strategy for sustaining the
achievements obtained during the ASDP 1 and expansion of agricultural industry in the
country. In ASDP 2, DADP is still the key tool for LGAs in planning and carrying out
development activities in agricultural sector. Salient features of ASDP 2 are summarized
in Box 1.

In ASDP 2, DADPs will be financed with various sources of fund including General
Budget Support (GBS), Basket Fund, LGA own fund and Non-State Actors. However,
the provided resources will base on cluster approach where by 3-6 districts will be
selected focusing on high potential Commodity Value Chain (CVC) within Agro-
Ecological Zones (AEZ). Therefore, LGAs should look for and mobilize resources
available for DADPs planning and implementation in their respective areas.

LGAs are supposed to prepare DADPs based on a value chain of particular commodities
(priority commodities) which each LGA will select and develop an action plan based on
available opportunities, profitability and participation of other beneficiaries/
stakeholders. Upon such a basic approach, DADPs in ASDP 2 are desired to be
“Comprehensive” and “Strategic”.

Box 1: Salient Features of ASDP 2

ASDP?2 has four distinct features in its operation which has direct influence on the
DADP preparation and implementation. They are briefly described below.

> Cluster approach in accordance with the Agro-Ecological Zone
(AEZ)

> Phased approach in ASDP2 implementation

> Priority commodity for development

> Wide coverage of development activities, including DPs
projects, Private sector (include NGOs) activities, etc.

'ASLMs consist of Ministry of Agriculture Livestock and Fishery; Ministry of Industry Trade and Investment (MIT); the
President’s Office - Regional Administration and Local Government (PO-RALG); Ministry of Water and Irrigation ; and the
Ministry of Land Housing and Human Settlement Development.

2ASDP 1 was extended twice up to the end of June 20135, as the programme had accumulated sizable amount of carry-over funds
unspent.



1.2 Concept of Comprehensive and Strategic DADPs

The comprehensiveness of DADP is the concept of resource mobilization and activity
coverage. DADP is considered to be comprehensive, if it mobilizes various available
resources to achieve objectives through collaboration with various stakeholders (e.g.
other programs, NGOs, Private Sectors and Financial Institutions). DADP is strategic,
if its planned interventions are prioritized and the available resources are appropriated
accordingly. LGAs must ensure clear focus of interventions with careful prioritization
which enable LGAs to achieve higher level of efficiency and effectiveness of DADP.

For the comprehensive and strategic DADP, LGAs need to maintain a good
coordination among stakeholders. A key coordination mechanism at district level is the
District CVC Platforms (DCP) of sector stakeholders. DCP brings major actors of
priority local CVCs together in order to develop and drive the implementation of DADP
activities that includes various aspects such as productivity improvement, value addition
and market access. The stakeholders at local level include private sectors (traders,
processors, transporters, financial institutions, etc.), NGOs, Development Partners as
well as various public institutions that can provide various types of technical supports.
LGAs should formulate a comprehensive DADP that includes on-budget and off-budget
development activities within the LGA, with joint implementation management and
follow-up.

1.3 Objectives and Structure of the Guideline

This Guideline aims at providing officials of various levels with clear guidance on how
to plan, implement, monitor and evaluate DADP with particular focus on the LGA
officers who actually prepare and implement DADP.

The guideline will be used in all LGAs of mainland Tanzania and therefore will have to
take into consideration the different types of situations with regards to: (i) local progress
with respects to the decentralization and reform process and requirements, and (ii) local
availability of funding sources for agricultural development such as Community Based
Organizations (CBOs) and the Private Sector. Thus, this guideline will provide
systematic guidance to LGAs in developing and implementing full-fledged DADPs as
envisioned in the ASDP 2.

Specific Objectives:

1) To increase sustainably the productivity and competitiveness of the priority CVC
production systems;

i1) To increase the volume and value of produce that enter the market channels

iil) To empower and strengthening small-scale farmer organizations, towards
enabling farming as a business;

iv)  To support agribusinesses linked and integrated with to farmer production systems
for markets and value chain development;

v)  To promote expanded investments by private sector, at farm and off-farm levels,
especially in priority value chains

vi)  To strengthen public and private support services for enhanced use of improved
technologies and agribusiness;



vii))  Finish/complete priority investments started under ASDP-1 (especially irrigation
and other value addition and marketing infrastructures)

This guideline is comprised of five chapters and annexes.
Note: There are separate reference materials or manuals which can support the LGAs in

planning and implementation, these manuals are; Business Plan and Strengthening
Farmers’ Organization. These manuals are available at DAICO/DLFO office.



2 INSTITUTIONAL ARRANGEMENTS AND COORDINATION

2.1 Institutional Arrangements
The implementation of ASDP2 will be through the existing government systems and

structures, to allow continuation of efforts to strengthen government systems at national
and local levels for enhanced results and sustainability. The institutions and
coordination of the programme should be as follows:

2.1.1 Village Level

Village communities are the main implementing agents. These agents could be village
communities as a whole and/or farmer groups. At this level, the identification of the
projects will be done by community facilitated by Ward Facilitation Team through
0&OD process and should be summarized in the Village Agricultural Development Plans
(VADPs) under leadership of Village Government. The identified activities/projects will
be implemented under the supervision of the Village Government in collaboration with
Village Finance, Economy and Planning Committee (FEPC) and Village Agricultural
Extension Officer (VAEO) and supported by District Facilitation Team (DFT).
Beneficiaries will select project committees among themselves that will deal with day to
day agricultural development issues. The project committees shall work under the
auspices of the villages” FEPC. The project committee will be constituted by not more
than ten members of whom at least 40% shall be women. The role of Village Government,
the Project Committee and VAEO are described in Annex 1

2.1.2 Ward Level

Prior to the commencement of field level activities the District Executive Director
(DED) shall appoint an interdisciplinary team of ward level facilitators to be known as
Ward Facilitation Team (WFT). The WFT will team up with the respective village
officers to facilitate village level activities. The DED can add any member according to
commodity and village need. The team will be composed of the following:

1) Ward Executive Officer (WEO)- Team leader

i1) Ward  Agricultural  Extension  Officer (crops, fishery and
livestock)(WAEO)

iii) Ward Community Development Officer, and

iv) Ward Natural Resources Officer

Roles of the WFT and WEO are stipulated in Annex 1.

2.1.3 District Level

District councils have the mandate of supervising the implementation of agricultural
development activities at district level. The District Executive Director (DED) holds an
overall responsibility for activities and funds used at local level. Day-to-day
management including consolidation of DADPs continues to be provided by the
DAICOs/ DLFOs and the District Facilitation Team (DFT). In addition DED will select
one member from the DFT as a Focal Person3 for facilitating DADP activities. The
Council Management Team, which is chaired by DED and attended by all heads of
departments including DAICO and DLFO, is informed on the agricultural development
issues and status of the DADP.

? The Focal Person will be responsible for coordinating, supervising and reporting all DADP activities
(physical and financial) in the district in collaboration with M & E officer.



The DAICO/DLFO will liaise with Assistant Administrative Secretary (AAS) for
Economics and Production Section (EPS) within RS on the formation of DCP which
will bring together major actors in priority commodity value chain. RS will select ASDP
coordinator from the EPS to assist AAS to pursue day to day ASDP activities. In case a
Cluster includes districts from more than one region, then the responsible regions will
select a leader region to supervise and coordinate cluster activities. Also the regions will
plan and agree on the supervision, monitoring and coordination of the cluster activities.
To enhance Commodity Value Chain (CVC) development, each district shall establish
an effectively-operating coordination that will involve all key CVC actors. The
established coordination mechanisms will be called District CVC Platforms (DCP) for
planning and implementation that will develop mutually beneficial partnership among
actors of selected commodities. The DCP meeting should be convened regularly to keep
up good communications and promote joint efforts among relevant stakeholders (both
public and non-state).

The DED will establish an interdisciplinary DFT comprising of technical staff and
representatives of the private sector and NGOs with skills in agriculture, financial
management, and participatory processes. The membership could include: District
Extension Officer, Crops Officer, Livestock Officer, Irrigation Officer, Horticulture
Officer, Fisheries Officer, Trade Officer, Planning Officer, M&E Officer, Community
Development Officer, Cooperative Officer, Natural Resources Officer and
Representatives of private sector, NGOs, and research stations. The DFT will be a
technical working group4 under the Council Director. The District Planning Officer will
lead the DFT. The roles of the DED, DAICO/ DLFO, DFT and Council Management
Team are summarized in Annex 1.

2.1.4 Regional Level

Regional Administrative Secretary (RAS) will assist the LGAs in preparation of DADP,
coordination, backstopping and supportive supervision on the implementation of the
DADP, and assisting submission of the quarterly and annual reports in compliance with
the DADP Guideline through the Economics and Production Section (EPS). The
Assistant Administrative Secretary (AAS) for EPS within RS is directly responsible for
supporting development activities within the region and is assisted in the task by the
ASDP Regional Coordinator and fellow officers dedicated to specific agricultural sub-
sectors. These officers will provide technical and managerial assistance to LGAs for
ASDP2 planning and implementation. The RSs will closely work together with the
relevant TWGs and the National Facilitation Team (NFT) as the need for consultation
and assistance arises. In case a Cluster includes districts from more than one region,
then the responsible regions will select a leader region to supervise and coordinate
cluster activities. The roles of EPS of RS are described in Annex 1.

2.1.5 National Level

The Permanent Secretaries and Directors for Agricultural Sector Lead Ministries
(ASLMs) are responsible for all aspects of the technical implementation of the national
level component, while the PO-RALG and LGAs are mainly responsible for
coordination and implementation at the local level. ASLMs’ tasks include:

To disseminate current planning information to LGAs to guide the DADP planning
process.

* The DED can add any member according to commodity, and village/district need.



To backstop and build capacity of RS and DFT on agricultural development planning,
procurement of goods and services, contracting, financial management, environmental
management, M&E and public-private partnership etc.

To develop policy and regulatory frameworks.

The hierarchy of coordination organs under ASDP 2 at central level includes: (1)
National Agricultural Sector Stakeholders Meeting (NASSM); (ii) Joint Sector Review;
(111) Steering Committee; (iv) Technical Committee of Directors (TCD); (v) Thematic
Working Groups (TWGs)/ NFT and (vi) Coordination and Management Team
(CMT).The details of the hierarchy and the roles are summarized in Annex 2.

2.2 Other stakeholders

In addition to the public actors, there are many stakeholders to be considered under
ASDP2 framework. The type of the actors in this category should be very broad
depending on the activities and potentials in the district including NGOs, CBOs, private
companies, off-budget donors, financial institutions etc.



3. PLANNING PROCESS
3.1 Overview

This planning guide is intended to facilitate communities and districts to plan for
agricultural development. The objective is to impart community members with skills on
how to identify agricultural problems, their causes, effects and possible solutions.
District agricultural development planning will follow LGA’s participatory planning
methodology as provided in the regional Administration Act No. 19 of 1997 and the
Miscellaneous Amendment Act No. 6 of 1999. The legislation provides for devolving
planning powers and empowering community members.

3.2 Planning Cycle
This section presents the planning cycle to be used by LGAs. This planning system is in

line with the GoT planning cycle which begins in September each year as illustrated in
PO-RALG Guidelines. It explains the steps to be taken for preparing DADP from the
grassroots. Hence this cycle is concerned with the O&OD and CVC approaches. The
steps in each level are as follows;

3.2.1 Participatory process (O&OD)

3.2.1.1 Village Level

Step 1 (September - November) FEPC prepares Village Agricultural Development
Plan.

In each village focus groups will be identified to conduct a participatory situational
analysis in order to identify opportunities and constraints to agricultural development.
This process shall be coordinated and facilitated by the DFT in collaboration with the
WFT. A report will be produced showing the proposed Community Action Plan that
contains production constraints, their causes and possible mitigation measures. Out of
this information a participatory VADP will be prepared. Village Extension Officers as
well as FEPC and the WFT are responsible for the agricultural component (VADP) of
the VDP.

Step 2 (November-December) Village Council/Assembly approves Village
Development Plan.

The village plans developed are presented to Village Council and Village Assembly by
FEPC. At this level the plans will be discussed at length by the beneficiaries and
decisions made based on agreed decisions. The plan will then be submitted to Ward
Development Committee (WDC).

3.2.1.2 Ward Level

Step 1 (Aug-October) WFT is trained in participatory approaches and
participatory project planning and management processes.



WFT will participate in mandatory training of trainers workshops organized and
facilitated by DFT on planning, management and implementation using the O&OD
planning approaches. During the training the WFT members will be given facilitation
skills so that they can facilitate the process at community level. As much as possible
more efforts will be vested into training the WFT because they constitute an important
group that has day to day contacts with the community members. Facilitators from the
national resource team (O&OD) can be used to provide technical backstopping during
the training.

Step 2 (October) WFT facilitates the preparation of VADPs.

Step 3 (November-December) WFT prepares/consolidates and submits Ward
Development Plan to the district.

The VDPs are appraised by WFT. WFT may also add inter-village activities if they are
considered necessary but not proposed by villages. Such changes must be
communicated to the community members for consensus before submitting them to the
WDC. Then WFT consolidates these activities into a WDP. The WDP will list the
activities by geographical area and also by fund sources. The WDC meeting will be
convened to deliberate on the WDP and submit it to the district.

3.2.1.3 District Level
Step 1 (September) DED/CMT receive Planning and Budget Guidelines.

DED/CMT receives the planning and budget guidelines annually from PO-RALG and
the Ministry of Finance. The guidelines include the following:

-Guidelines for the Preparation of Medium Term Plan and Budget Framework
and MTEF from Ministry of Finance.

-Guidelines for the Preparation of Local Government Authorities” Medium Term
Plans and Budgets from PO-RALG.

DED will, in turn, distribute these Guidelines to ward and village levels to guide the
planning process.

Step 2 (October) District Facilitation Team will facilitates preparation of Village
Agricultural Development Plan.

Step 3 (October) DAICO/DLFO formulates/reviews District Agricultural Strategic
Plan.

Prior to DADP formulation, a five-year District Agricultural Strategic Plan (DASP) will
be developed, integrating participatory community planning and national/district
strategies/policies by DAICO/DLFO. The DASP is incorporated in the District
Development Strategy (DDS). The analysis and description of the Strategy must be
based on reliable data (evidence-based). Such data should be available by the regular
data collection of the Agricultural Data Collection System (ARDS). The DASP should
include the following components:



-An analysis of the district’s agricultural potential, opportunities and obstacles to
development,

-Roles/importance of the district agriculture in the national/regional economy,
-A district diagnostic assessment which would provide district level baseline
information,

-Roles of LGAs in the district’s agricultural development, and

-Roles and opportunities of the private sector.

Step 4 (August-October) District Facilitation Team undergoes mandatory training
workshops.

A National Resource Team will facilitate DFT training workshops to impart them with
adequate participatory planning knowledge using the O&OD planning methodology. It
is important to conduct a workshop for DFT before the team proceeds to support the
villages in developing VDPs and VADPs. The workshop outcome would include:

a

a

a

A common understanding on the O&OD planning methodology as required by
the DDP planning process,

The capacity to facilitate/develop practical strategies for creating and sustaining
facilitation skills at ward and village levels,

The capacity to identify and include the most vulnerable groups in the village
development planning,

The capacity to assess root causes of recurring emergency crisis and recommend
solutions,

The capacity to plan, implement and monitor agriculture development activities
with the communities and other institutions (NGOs, CBOs etc.),

The capacity to understand the nature of value chain of priority commodities.
The capacity to cooperate with private sector and other non-state actors in
identifying and put in a overall district development plan.

The capacity of identifying potential resources available in the district and
mobilize them to the development of overall district agricultural sector, and

A work plan on how to support the ward and village planning process so that
agricultural interventions are included in the DDP.

Step S (October) DFT trains Ward Facilitation Teams in participatory approaches
with focus on planning agricultural development interventions

Step 6 (November - December) DAICO/DLFO facilitate preparation of the
comprehensive District Agricultural Development Plan based on the DASP and
Value Chain of the particular commodity. (This step is elaborated in sub section

3.2.2).

Step 7 (January) Full Council (FC) approves DDP, and DED submits it to Region
and then to PO-RALG.

After the DADP is appraised and incorporated into the DDP, the DDP will be submitted
to the FC for approval and then to PO-RALG with a copy to Regional Administrative
Secretary (RAS), following the normal LGA system.



Step 8 (End of January) the DED submit DDPs for budget scrutinization and
amend to finalize the plan.

3.2.1.4 Regional Level
Step 1 (October) RS participates in the O&OD training for DFT.

Step 2 ( January) Regional Secretariat reviews DADPs.
Regional Secretariat (RS) will review DADPs as well as LGAs’ quarterly and annual
reports and advise LGAs on required improvements.

3.2.2 Planning Process under CVC °

ASDP2 specifically takes the approach of commodity focus, requiring all LGAs to
choose priority commodities for the development. With regard to CVC planning
process, two scenarios will be used; in the first scenario, the selection of priority
commodities value chain will base on stakeholders meeting. As it assumed that the
LGAs have already selected the commodities and therefore should proceed to plan
interventions along the value chain. However, those LGAs which failed to keep
focusing on selected priority commodities during phase one of the ASDP should start
with the stakeholder meeting for the selection of priority commodities under ASDP 2.
With other criteria to be set by stakeholders meeting, the LGAs should also consider the
contribution of the selected commodity to i) the national food security, ii) food
(commodity) import bill, iii) export revenues, iv) value of agricultural production, v)
possibility in commercialization/marketing potential, vi) availability of technology for
improving productivity and profitability and vii) possibilities for scaling up and scaling
out.

In the second scenario the selection criteria of priority commodities are as in the first
scenario. Under this scenario, 3-6 districts will be selected from the AEZ (Annex 5) to
form cluster focusing on highly potential commodity. The criteria for district selection
will base on the following:

1. District with potential of the target commodities

2. Access to productive and marketing infrastructures (road, railways, electricity

etc.)

3. District historical background of beneficiaries contribution/involvement in
development initiatives

4. Availability of private sector supporting value chain of target commodity

5. Productivity and production levels of target crops/Livestock population by

category

0. Complementing other ongoing initiatives (programmes) e.g BRN, ASDP 1 etc.

7. Investment absorption capacity over the past 5 year.

For the sake of better understanding of the scenario one, the proposed action are
summarized in the table 1. The distinct feature of scenario one and scenario two is

5
This subsection is elaboration of step 6 of planning process at district level.
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within Action 4 (VC management/ stakeholder coordination) in table 1. While scenario
one involves stakeholder coordination or meeting at district level, scenario two involves
DCP at cluster level within AEZ. DCP brings major actors in priority local CVCs
together in order to develop and drive the implementation of DADP activities that
includes various aspects such as productivity improvement, value addition and market
access. It is, therefore, crucially important for LGA to formulate a comprehensive
DADP for investment projects which suits improvement of the value chain of the

commodity.
Table 1: Value Chain Planning Process (Actions)
Al%t(l)?n Action Sub-action
Action | Situation analysis for DADP (1) Collection of basic data
1 (2) Identification of stakeholders

(3) Identification of existing

resources
Action | Prioritization of commodities (I)To narrow down potential
2 commodities
(2)To finalize the priority
commodities
Action | VC analysis VC analysis (Before/ After
3 Comparison)
Action | VC management/ stakeholder VC management/ stakeholder
4 coordination coordination
Action | Planning interventions (1) Infrastructure
5 (2) Market activities

organizations

(3) Strengthening farmers

Action 1: Situation Analysis
DFT should make Situation Analysis with the aim of collecting relevant information for
the next step of “Prioritization of commodities”. Data to be collected are for basic
situation of the LGA and identifications of stakeholders and existing resources, as
shown in the table 2 below.

Table 2: Data to be collected for Situation Analysis

Component Data to be collected Remark

Collection of | Annual production and annual value of major Data can be
basic data commodities obtained from

No. of producers of major commodities ARDS
Identification | Name of the stakeholders (e.g. DPs, NGOs, Private | A stakeholder list
of companies) should be prepared.
stakeholders | Commodities and stage of the VC supported by

each stakeholder

Location and time schedule of their

projects/activities
Identification | Existing farmers’ groups: types and size of The list of
of existing business, location, etc. available resources
resources Existing physical infrastructures: location and status | to be prepared.

of function, etc

Action 2: Prioritization of commodities
DFT should prioritize commodities, firstly by narrowing down potential commodities
into a few most priority ones (1 - 3).
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Action 3: VC analysis (Before/After Comparison)

After prioritizing commodities, DFT should carry out VC analysis to find out
bottlenecks/ weak links along CVC. The analysis should be made as follows:

1) To collect detailed data for each VC, including cost and price at each stage, specific
names of the stakeholders and available physical/ institutional resources.
i1) To envisage the change in the VC by preparing diagrams of “Before” and “After”

iii)

interventions for CVC (See Table 4 below in Action 4).

To find out bottlenecks in transforming the VC from “Before (now)” to “After
(goal)” (See Table 4 below in Action 4).

Action 4: VC management / Stakeholder coordination

Having identified the bottlenecks at each stage, DFT should conduct VC management.
VC management is referred to as activities that connect stakeholders’ efforts for VC
development while addressing missing or potential elements for success. It can be done
as follows (See Table 4 for the sample image for VC management):

1) Identify which existing stakeholders address which bottlenecks at each stage of VC,
e.g. by mapping their supports or business along the VC.
i1) Allocate the limited resources of the government to mitigate critical bottlenecks,
e.g., those which no one address in the current VC or those that have high potential
for bringing quick win for VC development (For example, see “Insufficient group
organization” and “lack of market access” in Table 4 ).
i11) Allocate resources of other stakeholders (including existing and new comers) to
address other critical bottlenecks, through stakeholder coordination (For example,
see “Expensive and fake fertilizers” in Table 3).
Table 3: Sample Image for VC Management
VC stage VC VC Bottlenecks Existing Issues in VC
(Before) | (After) Program/ management
resources
Inputs ABC ABC Lac1'< qf improved Seqd dev. Reqqlres rehable
varieties project fertilizer suppliers
center center .
Expensive or fake (None) through
DEF DEF -
fertilizers stakeholder
shops shops o
coordination
Producti Farmers Poo.r }glgatlon On-going -
on in GHI facilities DIDF
) , | Lack of Improved NGO “LMN”
villages | Farmers .
Groups/ techniques
Collectio . Collection centers On-going OPQ group
Organiza . . .
n/ tions in Insufficient group DADG require capacity
Processi Middlem GHI organization OPQ group fievelopment to
ng . involve more
en villages P
armers
Transpor Poor road condition Road project | -
t
Marketin Retailers | Retailers Lack of access to (None) Need to expand
g market markets
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Stakeholder coordination:

For VC management, DFT should coordinate stakeholders. Stakeholder coordination
should be made with the aims of: a) Bringing new partners for VC development; b)
Demarcation of supports; c¢) Knowledge sharing; d) Collaboration with the private
sector; and e) Creating joint efforts among stakeholders. It can be done either at district
level (for scenario one) or at cluster level for scenario two), by means of both meeting
with stakeholders (e.g. DCP) and individual consultation.

Action 5: Planning Interventions

Interventions need to be planned individually for details, including designing (for
facilities), programs (training), identifying responsible actors (stakeholders). The types
of interventions may vary, according to the VC analysis and management. In the context
of VC development, every intervention must ensure connectivity with others including
those by other stakeholders along the VC. In addition to infrastructure, marketing and
strengthening farmers’ organization should not be overlooked. They are keys for
enriching business elements in DADP, essential for VC development. Table 4 describes
possible intervention for the VCD.

Table 4: Possible interventions for the VCD

Category Sample of interventions
Infrastructure Facility investment (e.g. irrigation, warehouse, dip tank,
investment collection center, abattoirs, road)
Machine (e.g. power tillers, processing machines, oil extract
machines)

Environmental investment (e.g. terracing and water
harvesting )

Marketing Market survey, Match-making between farmers and buyers,
Sales promotion, Marketing manager system, Brand
creation, Quality improvement,

Formation/Strengthening | Support for registration, Business plan, Support for loan
Farmers Organization application, Financial management, Production and
marketing training, O&M for facilities depending on the
need assessments

3.3. Preparation of DADP

After individual interventions are planned in details, they need to be laid out in DADP
in a proper manner. Reference should be made to Annex 3 “DADP Structure” for a
standard arrangement of DADP. In addition to the standard structure, there are a few
things to be considered in the DADP preparation as suggested below.

3.3.1 On-budget planning
This part of planning is almost the same as before under ASDP1. The differences are
only in the fund sources. Although details of the fund sources of DADP are given in
Chapter 4 of this Guideline, general settings are explained below for quick reference.
» For core activities (to support agricultural extension, advisory services, working
tools, capacity building, strengthen the planning and operational capacity of the
LGA agricultural Team and district, ward/village levels) all LGAs receive A-
CBG and A-EBG.
» For investment activities (interventions), LGAs will receive funds in a phased
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manner. That is, limited number of LGAs (target LGAs) receive supports at the
beginning, but the coverage expands as time goes.

» The target LGAs receive funds for investment from the government ordinary
center-to-local supports (like LGDG and DIDF) as well as DPs specific projects.
DPs supports may be “on-budget” or “off-budget”.

» There is a mechanism of “Competitive Matching Grant” to supplement the
investment interventions with specific emphasis on promoting private sector
involvement. LGAs are encouraged to submit proposals for the grant.

3.3.2 Off-budget (Comprehensive budget sources)

As explained, the “Concept of Comprehensive and Strategic DADPs”, DADPs need to
be comprehensive in terms of resource mobilization and activity coverage. Under this
principle, LGAs are strongly encouraged to look for any resources available from any
stakeholders in the area. (Annex 3 section 8 shows the Matrix that should be used to
present planned interventions by source of funds)

3.3.3 DADP Quality Check

In order to make sure that prepared DADPs satisfy the expected level of
comprehensiveness and strategic features, a checklist was prepared. The list is used by
LGAs themselves (self-assessment) and by Regional office (third-party assessment).
LGAs should perform this self-assessment before submitting DADP. The checklist is
given in Annex 4.

14



4. FINANCING DADP

The financing of agricultural activities in Tanzania will continue to be through a variety
of sources with the Government traditionally being the main source of funds,
supplemented by DPs and private sector that have been supporting mostly the
development budget of the sector.

In ASDP 2, Flexible and harmonized financing modalities and management are adopted
to integrate on- budget (budget support, Basket Fund, earmarked and ring-fenced
programmes and projects) and off-budget programme and budgets.
The sources of funds for DADP are explained according to the On-budget and Off-
budget classification.
The two types of funds are defined in terms of LGA’s viewpoint:

4.1 On-budget
On-budget funds are those registered in the government budget and given to LGAs for
their own discretion. They are further categorized into those from the Center and from
the Local (own sources).

4.1.1 Funds from the Central government

The ASDP 2 takes a phased approach in the supports of investment activities where the
programme begins with a limited number of target LGAs while the number gradually
expands as time passes as follows:

Table 5: Phasing of LGA coverage schedule in ASDP2

T f fund Coverage (No.) of LGAs
ype o1 Tunds Year | Year | Year Year | Y6-
1 | 2 | 3 |Yeard| 57 | g
A-EBG & A-CBG-Basic* 75| 125] 150 150 150| 150
Top-up A-CBG 25 50 75 100| 125] 125
No. of AEZ 3 5 8 8 8 8
DADG Investment | NO- Of 71 15| 20| 25| 25| 25
Regions
No. of LGAs 25 50 75 100] 125] 125

*The grants will support all LGAs depending on the availability of funds

The basic A-EBG and A-CBG will be allocated to all LGAs to support agricultural
extension, advisory services, working tools, capacity building, strengthen the planning
and operational capacity of the LGA agricultural Team and district, ward/village levels.
The Top-up A-CBG will be used for supporting investment activities within the cluster
(AEZ) and expands its coverage in accordance with the expansion of investment support
coverage.

DADG-Investments: Gradual increase in coverage based on Agro-Ecological Zones
(AEZ), Regions and Districts. The possible sources of the Investment funds for
investment interventions include On-budget Basket funds: (Ear- marked and non-ear
marked as follows:

DIDF (Ear- marked): These funds are available specifically for irrigation development.
As were done in ASDP 1, LGAs are provided with the funds depending upon their
proposals of development projects. LGDG: This fund is disbursed from HAZINA
(Treasury) to all LGAs to support three areas: ASDP/ DADPs; MMAM (Primary Health
Services Development Programme (PHSDP) (Mpango wa Maendeleo wa Afya ya
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Msingi [MMAM] 2007 - 2017)); and CDG (Capacity Development Grant). The Basic
DADG i1s now combined in LGDG as ASDP/ DADPs. All LGAs must allocate the
amount equivalent to the Basic DADG to agricultural sector.

DLDF: Sourced from the exported skin/hides, Central Government budget and DPs
interested in livestock development. It is allocated to 75 LGAs. The fund is different
from the 15% LGAs contribution to livestock development

>

Competitive Matching Grants: There is a mechanism of “Competitive
Matching Grants” to supplement the investment Interventions with specific
emphasis on agri-business and promoting private sector involvement. These
competitive matching grants will be open to proposals from organized Farmer
Organizations (FO) and/or joint ventures with other private sector CVC
stakeholders to support promising local initiatives for priority value addition,
agro-processing and/or marketing and other related downstream/upstream
investments. Proposals will be evaluated and selected by a competitive process
at regional level (regional CVC platform). The proposed projects should have
the total cost between TSh 20 to 100 million, while a matching grant reaching a
maximum of 25% percent of the total investment (i.e. up to the equivalent of
TSh 25 million). The matched element of the applicant’s contribution will be at
least 30 percent cash and the balance being in-kind if this is offered.

4.1.2 Funds from the Local government
For agricultural sector development, LGAs are required to mobilize their own
sources collected by the Produce Cess, Livestock and Fishery Levies, and other own
sources:

>
>
>
>

4.2

Producer cess: 20% of the revenue must be set aside for the development of
agricultural industry.

Livestock service levy: 15% of the revenue must be placed for the development
of livestock sector.

Fisheries levy: 15% of the revenue must be reserved for the development of
fishery sector.

Other sources: Given the large proportion of population is depending upon
agriculture, livestock and fisheries in local areas, LGAs are encouraged to
mobilize funds from any other sources.

Off-budget

Off-budget funds are those funds not registered in the government budget. In the LGAs,
these funds differs in line-of- command organizations, LGAs are in principle unable to
direct them how and/or how much funds should be used. Therefore, LGAs need either
to coordinate their own activities with these off-budget activities or to persuade the
organizations to fill the gap remaining in LGAs’ development plan.
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5.0 IMPLEMENTATION ARRANGEMENTS
5.1 Overview

In order to ensure an effective implementation of DADP projects and interventions the
DAICO/DLFO will be responsible for day to day management, coordination,
monitoring and supervision arrangements. The DFTs will technically support the
implementation of value chain for these projects. The selected focal person in
collaboration with the M&E officer in the district will be responsible for monitoring,
evaluating and reporting the project activities and should undertake the baseline survey
at individual project or intervention level with assistance of the village extension officer
and DFTs.

The baseline survey should cover a minimum range of important data/ indicators in line
with the objective of each project/ intervention. Baseline survey should collect both
basic data and other necessary outcome data according to nature of the project (see the
table 6 below). The selected DADP focal person and DFTs should properly keep the
baseline data file until completion of the project for measurement of outcome/impact by
comparing to end line data.

Table 6 indicates some of the basic and outcome data/ indicators to be collected during
the baseline survey.

Table 6: Examples of indicators for baseline survey

Basic data Outcome data
— Name of target village — Productivity (year): ton/ha (crop)
— No. of farmers/keepers — Total production (year): ton
— No. of beneficiaries (male/ female/ age) | — Number of farmers applying the
— Size of farm land technology
— Major income sources — Price

— House type (brick, wood, etc.), roof type |- (%uality of commodity (grade or
— Task allocation between husband "and | class attained)

wife in agricultural practice (in terms | — Farmers’ income

time allocation, number of activities, | — Milk production /cow/day

who does what) ) — Growth rate (livestock)
— House/ land ownership — Mortality rate (livestock)
— Loan access
— Revenue

The monitoring of DADP will be performed and reported by Quarterly and Annually
Project Progress reports which will include the DADP Quarterly Physical and Financial
Progress Reports. In addition to the DADP Quarterly Progress Report, the Project
Evaluation Report should be prepared by M&E officer in order to capture project
outcome.

Moreover, with the collaboration of DFTs and through Agricultural Routine Data
System (ARDS), the selected DADP focal person and M&E officer should monitor the
performance of the agricultural sector at LGA level, which is the aggregated results of
individual projects in the District. Both focal person and M&E officer should report to
DAICO/ DLFO about the sector performance together with the reporting of project
performance (i.e. the DADP Quarterly Physical and Financial Progress Reports).
DAICO/ DLFO must ensure that all extension officers submit data on time, while the
selected DADP focal person and District M&E officer are in-charge of checking,
entering, reporting data to DED and the central government.
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5.2 Project implementation and management

Once a project starts its operation, DFT should manage the project with consideration to
the following aspects:

Time Management:

The purpose of time management is to make the physical progress of a project in line

with time frame. DFT should undertake following:

v Developing a detailed work plan in consultation with a farmers’ organization, as
shown in the table 7 below;

Table 8: Format of the detailed work plan with some sample illustrations

No Work M| Month1 Month 2 Month 3 Responsible persons
i W 1f 2f 3| 4| 1| 2| 3| 4| 1| 2 3[ 4| DFT |W/VAEO FO
Land survey for foundation construction (sample) Mr. AAA [Ms.BBB |Ms.CCC

Procurement of equipment and materials (sample)
Foundation construction (sample)

~N|o|lo|s|w| -

DFT monitoring

v' Regular monitoring at key stage of intervention and modify the work plan if
necessary; and

v' Reporting the progress of planned activities to DAICO/DLFO and any official who
is responsible for preparing the DADP Quarterly Physical and Financial Progress
Report.

Cost Management:
Cost management is referred to as managing the expenditure of a project in line with the
budget approved. DFT should carry out the following:

v’ Facilitating a farmers’ organization in understanding the budget for a project (e.g.
total amount, sources of funds, cost for each activity and budget schedule);

v" Confirming whether the budget is received, whether the amount received is same as
approved, whether there is no misuse of money, and whether the amount spent is
within the budget; and

v" Providing information to DAICO/DLFO and any official who is responsible for
preparing the DADP Quarterly Physical and Financial Progress Report.

Quality Management:
Quality management is important to make the outputs of a project high quality. DFT
should carry out the following:
v Facilitating a farmers’ organization to establish a quality control committee in order
to ensure the quality of commodities to be produced;
v" Quality inspection for equipment procured or facility established; and
v" Review of each activity of the project, with farmers, to identify challenges faced by
the farmers and measures for improvement.

Risk Management:

Risk management can be referred to as to identifying possible risks and

countermeasures for mitigation, before negative influence takes place. DFT, through

field monitoring and communication with extension officers and farmers, should

undertake the following:

v' Confirming whether there is any symptom for risk occurrence, which affects
achievement of project outputs and outcomes (e.g. the slow progress of
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beneficiary’s contributions and damage by natural disasters such as heavy rain).

v' Confirming whether the project bring negative influence to the society especially
for gender or minor groups of a society e.g. people with disabilities and widows

v" Adopting Environmental Impact Assessment (EIA) for risk management with
respect to natural environment.

Knowledge Management:

Knowledge management is essential in order to share the information of a project with

stakeholders.

v" DAICO/DLFO should hold at least quarterly meetings with DFT and key extension
officers to share the progress and performance of the projects,

v" DAICO/DLFO should keep all of the records relating to a project in a file. This is
crucial in case an officer in charge is transferred/retired, successor can easily trace
the project.

5.3 Project monitoring

The DFT should undertake regular, or ad-hoc in case of emergence, monitoring with
due consideration to the five elements of the management indicated in Section 5.2. The
findings of monitoring can be reflected in to back-to-office reports as well as project
progress reports. Both of them are to be prepared by the officer (s) in charge of a project
in collaboration with a farmers’ organization. And the reports are to be submitted to
DAICO/DLFO and any official who is responsible for preparing DADP Quarterly
Physical and Financial Progress Report. Then DAICO/DLFO should prepare DADP
Quarterly Physical and Financial Progress Report.

5.4 End line survey and project evaluation

A project, once it is completed, must be evaluated in terms of outputs and outcomes.
The tool for project evaluation is the end line survey. M&E officer and DFT/focal
person should compare the data of baseline with those of end line survey, so as to
identify project outcomes. The end line survey can be undertaken immediately after the
implementation or a while later (2 — 3 years later in the case of infrastructure, but one
year later in the case of training and marketing activities). M&E officer should submit a
draft Project Evaluation Report, which is to be finalized by DAICO/DLFO and
submitted to RS as the attachment of the DADP document. Project Evaluation Report
should include following contents;

Project (intervention) name

Objective of the project (intervention)

Name of villages

Project starting date and ending (completion of facility) date

No. of beneficiaries by gender and age

Outcome indicators [baseline] and [latest measurement]

If successful (outcomes are achieved), what are reasons for the success?

If failed (unsatisfactory), what are reasons for the failure?

If failed and reasons are identified, what are way forward measures?

O O0OO0OO0OO0OO0O0OO0o

o

5.5 Reporting

Reporting is fundamental duty of all parties who are engaged in implementation of
DADP. Types of reports and who prepare them are summarized in Table 8 below. Each
responsible party must prepare and submit proper reports on time.

Table 8: Types of reports and responsible party
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Office where the

Type of report Responsible party re;)l:)ﬁ'gistttgdbe
Sector Monitoring
-DED
ARDS District Quarterl - Region
Integrated Report Y M&E Officer }%VMég;?nal (M&E
ARDS District Annual I d " Rean
1strict Annual Integrate - Region
Report s M&E Officer :FI\\?I\?C%?HM (M&E
Project Monitoring and
Evaluation
Project Progress Report
(Qdarterly §nd Anngal) M&E Officer/Focal person | - DAICO/ DLFO
. -DED
DADP Quarterly Physical and :
Financia Progrgss Ryeport DAICO/ DLFO . 58%{)214(}
Project Evaluation Report - DED
g hJe report to be attached to NécrgggnOfﬁcer/ DFT/Focal | Region
ADP Planning Documents) p - PO-RALG
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Annex 1: Roles of Actors at Village, Ward, District and Regional Level

Detail roles of the institutional actors (public sector) are as follows.

1. Village Level
1.1 Roles of Project Committees will be to:

1. Carry out review and in-depth analysis of the opportunities and obstacles
identifying their causal-effect relationship including poverty and vulnerable
groups,

ii. Undertake analysis of alternative agricultural development options based on
the identified opportunities,

iii. Contribute to the development of VADP,
iv. Maintain a bank account into which the agricultural grants will be deposited
under supervision and guidance of Village Council.

v. Mobilise contributions from the community members, group members, NGOs,
CBOs and any other development agencies.

vi. Handle procurement of goods and services as well as management of
agricultural investment grant,
vii. Seek technical support and other services from agricultural extension workers,
NGOs and other development agencies,
viii. Prepare and submit monthly, quarterly and annual physical and financial
reports to the Village Council.

1.2 Roles of Village Agricultural Extension Officers (VAEOs/VLEOs)

There will be a Village Extension Officer who will work in collaboration with the
Ward Facilitation Team. The Village Extension Officers shall:
1. Train, facilitate and support farmer group formation and farmer networking,
ii. Assist groups and farmers’ fora / networks to develop service contract
proposals and plans,
iii. Provide advice to project Finance, Economic and Planning Committee
(FEPC) on agricultural issues,
iv. Ensure that VADPs pay due considerations to the environment and
sustainable use of natural resources,
v. Facilitate implementation of on farm trials in collaboration with research
institutes,
vi. Support up-scaling of successful activities and ensuring the dissemination of
successful stories, and
vii. Prepare progress reports and submit them to WEOs’ office.
viii. Implement agricultural regulations, guidelines and by laws provided by the
village government, LGAs and ASLMs.
ix. Facilitate farmer access to and dissemination of agricultural/livestock/market
information.



1.3

1.

ii.

1il.

1v.

V.

Vil.

Viil.

1X.

Roles of Village Government: (In assisting smooth, efficient and effective
implementation of ASDP 1)

Facilitate Village Assembly (VA) to consider and approve the strategic
comprehensive Village Agricultural Development Plan (VADP) and regular
reporting the implementation progress of the planned interventions to VA,
WARD/LGA head quarter.

Facilitate village level participatory planning as per WFT guidance and
ensuring all projects planned are really demanded by the Community/ Farming
group/beneficiaries for sustainability and trigger timely contribution by
community/beneficiaries

Facilitate collection, preparation, storing (e.g. in farmers register books etc), and
timely reporting/submission of Village level reliable/adequate agricultural data,
information, statistics to next higher Government level(s) as required
Supervising and provide adequate support to the Village Agricultural Extension
Officer(s) (VAEOs) in dissemination of Good Agricultural Practices (GAP) and
appropriate technologies to farming Communities focusing on
commercialization of agriculture and profitable marketing of the produce
Enforce Agricultural sector bylaws where necessary to boost adoption rates of
the disseminated good agricultural practices and messages

Support VAEOs in formation and establishment of farmer groups/fora/farmer
based Organization including management of group dynamics among the
beneficiaries as to sustain the farmer groups/organizations

Provide adequate support, follow up and coordination for Private Sector and
other Non-state Actors to flourish at the Village level (including facilitation in
identification, keeping register of the existing and incoming Private sector
within the village)

Supervise and monitor the performance and accountability of Projects'
Committees/ Members during implementation stage and support them on
ensuring proper and sustainable utilization of the completed interventions at
Village level, operation and maintenance cost contribution by beneficiaries be
given adequate attention by the Project Committees

Rendering adequate assistance in making land available for Community/ farmer
groups agricultural development projects, including setting aside areas for
establishment of small and/or medium scale agro-industries as a special concern
within the village

Carry out regular participatory monitoring and/or evaluation of agricultural
sector interventions implemented at village in order to trigger timely
implementation, ensure there is value for money and all interventions
implemented are fit for the targeted beneficiaries' purpose
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2. Ward Level
2.1 Roles of Ward Facilitation Team (WFT)

2.2

il.

iil.

1v.

Vi.

Vii.

Viii.

1X.

1. Facilitate the participatory planning process at the village level,
ii. Facilitate and guide project committees and FEPC at the village level to

prepare a VADP,

iii. Facilitate development of inter-village activities,
iv. Assist in the formation of Ward Farmer Fora (WFF),
v. Assist in preparing WADP by consolidating VDPs and inter-village activities

and submit it to the DFT,

vi. Support farmers to determine their needs and facilitate their contacts with

public/private service providers, and

vii. Operationalise and facilitate the activities of Ward Agricultural Resource

Centres.

viii. Link farmers with various sources of technologies and information

Roles of the Ward Executive Officer (WEQO)

Supervise and support Ward Agricultural Extension Officer(s) to develop and
implement adequate and realistic working schedules and action plans for
provision of extension services to farming Communities within the Ward

Play a very strong coordinating role in order to bring on board various extension
providers and other stakeholder (including private sector and Non state actors) at
ward level for smooth pluralistic extension service delivery and strategic
investment in a comprehensive manner within the Ward

Facilitate the emergence of strong cooperatives and other forms of Farmers
Organizations which can support access to knowledge, skills, information,
inputs, credits, market and other relevant agricultural services

Consolidate all agricultural sector development issues that need close attention
to be discussed and deliberated by the WDC meetings and submit the report to
next higher level of the Government

Coordinate and facilitate the WFT in assisting the Village Government / Village
Agricultural Extension Officer(s) to prepare the strategic and comprehensive
VADPs that will ultimately be consolidate at Ward level before being submitted
to LGA level

Facilitate collection, consolidation and keeping reliable data bank, information,
and statistics from Village level and ensure timely submission of the same to
LGA head quarter.

Supervising and coordinating the implementation of projects and programmes
within the Ward and provide adequate support and efforts in establishing agro
industries and promotion of value addition projects within the Ward

Initiating, sensitizing and promoting participatory agricultural sector Monitoring
/evaluation to ensure there is timely implementation, value for money and
projects implemented do fit for beneficiaries purpose

Enforce agricultural bylaws to enhance adoption rate in Ward

Fast track timely implementation of agricultural interventions and ensure proper,
efficient and effective utilization of the completed interventions.
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3. District Level
3.1 Roles of District Facilitation Team (DFT)

1.

1l.

1il.

1v.

V1.

Vil.

Viil.

iX.

X1.

Xil.

Train WFT on the Participatory planning approaches, agricultural development
planning, group formation and dynamics, procurement of goods and services,
contracting, financial management, environmental management, participatory
technology development, participatory monitoring and evaluation (M&E),
public-private partnership and HIV/AIDs.

Facilitating the participatory process, identification of priorities, supporting the
development of projects, and strengthening of farmer groups and
communities.

Providing technical support during implementation, monitoring and evaluation
of projects.

Assist in the interpretation of Planning and Budgeting Guidelines from
President’s Office - Regional Administration and Local Government (PO-
RALG) to village projects committee before launching of the O&OD
participatory planning process,

. Facilitate formation of a District Farmer Fora (DFF),

Assist WFT to facilitate the identification and analysis of opportunities,
obstacles and technological options needed to develop agriculture in villages,

Assist WFT to facilitate the identification of vulnerable groups and suggest
ways to include them in community actions including emergency crisis
prevention,

Based on the VADPs, carry out needs assessment to identify the required
VADP implementation support services and capacity building needs at village,
ward and district levels,

Develop inter-ward activities,

. Formulate a comprehensive DADP,

Identify researchable issues to be undertaken by Zonal Agricultural Research
and Development Institute (ZARDI) and others,

Provide timely feedback to wards and villages on the amount of funds/budget
approved by District Council (DC).

3.2 Roles of DAICO/ DLFO

The District Agricultural Irrigation and Cooperative Officer (DAICO) will be
responsible for planning and implementation of DADP. The DAICO will be
assisted by District Livestock and Fisheries Officer (DLFO). The DAICO and
DLFO will be a member of the DFT. Thus, apart from being a DFT member, the
DAICO and DLFO will have the following specific roles

L.
il.

Liaise with all stakeholders in the district,
Coordinate training of the DFT and WFT in agricultural plans,
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iii. Receive agricultural components of WDPs and make necessary preparations for
the development of the DADP,

iv. Ensure that DADP pay due considerations to environment and natural resources
management,

v. Liaise with Assistant Administrative Secretary (AAS) for Economics and
Production section within RS in formation of DCP which will bring together
major actor in priority commodity value chain.

vi. Ensure that the DADPs is effectively integrated into the DDPs,
vii. Facilitate timely disbursement of grant funds to communities and groups,
viii. Ensure compliance of agricultural development activities with the district
development priorities, and
ix. Prepare quarterly and annual progress reports (financial and physical) for
submission to the CMT and ASLMs.

3.3 The Council Management Team (CMT)

The Council Management Team (CMT) consisting of Heads of Departments and
chaired by the Council Director will be responsible for supporting implementation
of activities at the district level. The CMT responsibilities will include:
i. Review and approve the Village and District Agricultural Development Plans
and budgets
ii. Verify eligibility of project beneficiaries, cost-sharing arrangements, and other
project requirements
1ii. Monitor and supervise the implementation of projects

3.4 Roles of District Executive Director (DED)

DED’s specific roles are as follows:
1. Disburse resources to the DADP activities as approved by LGDG Technical and
Steering Committees,
ii. Mobilise contributions from the council, central government, CBOs, NGOs and
other stakeholders,
iii. Coordinate the formulation and implementation of DADP as part of the DDP,
and
iv. Supervise the implementation process.

4. Regional Level

The Economics and Production Section of the Regional Secretariat will have the
following specific roles under this guideline:
i. Review and appraise DADPs before they are submitted back to CMT for the
inclusion of inputs from RS and then for approval by FC,
ii. Liaise with DAICOs/DLFOs within the Clusters in AEZ in formation of DCP
which will bring together major actor in priority commodity value chain.
1ii. Verify the validity and credibility of information provided by the districts,
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1v.

V1.
Vil.
Viii.
iX.

Xi.

Ensure that due considerations are paid to the environment and natural
resources management,

. Assist the development of a quality plan and their adherence to national policies
and current directives,

Undertake regular monitoring visits to review the quality of supported
investments and services,

Assist councils to prepare quarterly and annual reports,

Participate in the O&OD training workshops for DFT,

Assist LGAs to address shortfalls and areas of poor performance as identified
by annual assessment,

. Participate in the annual assessments of LGAs’ eligibility for central

government grants, including those funded through the LGDG system, and

Forward consolidated LGA plans and reports to PO-RALG with
recommendations as to the qualifications of councils for funds
disbursements.

. Non-state Institutions

Organizations of this category are in principle out of the government system.
Hence their roles in agricultural development are voluntary. However, as these
organizations are increasingly taking important roles in the development, LGAs
must persuade them to participate the DADP process including planning,
implementation, and resource supply (funds and expertise).

Their expected roles in the DADP process are as follows, but not limited to them.

— To share the information of their current or planned activities with the
District office.

— To provide their preferred actions/ activities to the District office so that
DADP will take into account the drives of the non-state actors.

—  To participate in the DCP meetings.

- Ifpossible, to plan and implement joint activities with District.
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Annex 2: Hierarchy and Roles of Organizations at National Level

The National Agricultural Sector Stakeholders Meeting (NASSM) will be held once
a year following the Joint Sector Review (JSR) performed by government, DPs, Non-
State Actors, and private sector annually in order to monitor the sector progress. The
report will inform the Steering Committee.

The Steering Committee will be the key management organ of ASDP2 implementation
and coordination. It will aim to approve the annual work plan, oversee the physical and
financial progress, follow-up the audit results and discuss on key issues in regard to
sector performance and coordination in order to guide the TCD and TWG.

Technical Committee of Directors (TCD). The TCD will replace the Inter-ministerial
Coordination Committee and advise the Steering Committee on technical issues in
connection with development projects. It will be supported by the Coordination and
Management Team and the Thematic Working Groups.

Thematic Working Groups (TWGs) will be drawn from experts within the
departments in each ASLLM and should invite participation of the DPs. The TWGs will
guide the programme on technical and/or managerial matters and advise the TCD and
follow the progress of recommended actions as indicated in annual work plans. TWGs
will also provide National Facilitation Teams (NFT) (of one or more members) that
will be comprised of members of the TWGs who will be dispatched on an ad hoc basis
to assist in implementation or problem solving missions at project level.

The ASDP2 Coordination and Management Team is responsible for the monitoring
of progress, facilitating secretariat for ASDP meetings, trainings and NFT activities,;
ensuring that ASDP2 activities take place according to schedule & reports are shared;
production of manuals, guidelines and publicity; managing M&E functions; establishing
and sharing best practices & lessons learnt. The Coordination and Management Team
will composed by four members; National Planning Coordinator, Agricultural
Economist, Communication staff and M&E Specialist, is responsible for both
coordination and facilitation roles. National Coordinator will act as the secretary to the
Inter-ministerial Coordinating Committee which is responsible for policy making,
overseeing implementation of ASDP, and monitoring its performance.

The Director of Policy and Planning, Ministry of Agriculture Livestock and
Fisheries, is responsible for the administrative aspects of ASDP Basket Fund. The
department will work with other departments of ASLMs on consolidating work plans
and budgets, quarterly and annual physical and financial reports, progress reports, and
requests for funds on behalf of the implementing agencies.

PO-RALG. LGAs are overseen and directed by the PO-RALG: the Department of
Sector Coordination is responsible for management and support to LGAs by
collaboration with Regional Secretariats (RSs). Vertical coordination from PO-LARG to
RSs and LGAs has been established and worked well under ASDP-1 and ASDP-2 will
continue to strengthen the same functions of PO-RALG.
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Annex 3: DADP Structure and Contents
In the parentheses below are indicative maximum numbers of pages. LGAs are strongly
encouraged to observe the limitation.

1.

[\

Executive Summary [5 pages]

Write the selected target commodities

If applies, write a summary of the process involved in selection of priority
commodities, and involved stakeholders/actors along the value chain

Mention major identified bottlenecks and solutions to the value chain development of
the priority commodities.

Mention projects / interventions identified to combat the problems

Mention total financial resources required to finance the interventions (comprehensive
budget)

Finalize the section by mentioning key targets expected to be achieved in three years.

. District profile [4 pages]

2.1 Location

2.2 Administration

2.3 Climate/Physical features (Agriculture land, Vegetation, rivers etc)

2.4 Existing resources (infrastructure and farmers groups)

2.5 Supporting institutions

2.6 Sector Performance and Potential (Types and status of Crops and livestock kept)

. District Agriculture situation analysis/SWOT [1 page]

Summary of Policy and Strategies [2 pages]

4.1 Agriculture/ livestock, Cooperative, microfinance , Fisheries policy
4.2 Agricultural Sector Development Strategy (ASDS)
4.3 ASDP- (DADPs)

Vision, Mission statement of the council, Objective and targets [1 page]

5.1 Vision
5.2 Mission
5.3 Objective
5.4 Targets

Review of previous (last financial year) DADP [2 pages]

Summarize the physical and financial performance focusing on key output and outcomes
for previous years:

Planne | Planned | Approv | Amou | Expe | Physical Physical Remark
d activitie | ed nt nditu | achieveme | achieveme | s
target | s budget | receiv |re nt nt

ed (output ) (outcome)

6.1 Summarize key challenges in the implementation of the DADP.

6.2 Summarize strategies set to improve the implementation performance

6.3 Provide the summary of pending activities expected to be implemented from January
to June
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7. Description of the selected priority commodities and Value Chain Analysis [5 pages]
7.1 The selected priority commodities and how they were selected with due
consideration to profitability and marketability (including criteria used for selection
and reasons for the final choices).
7.2 The value chain analysis for the selected priority commodities (including the actors
and their roles, bottlenecks/ challenges and priority solutions, possible interventions).
7.3 Objectives of the value chain development (including indicators and time frame of
the achievement)
7.4 Methodologies of implementation (how to implement the activities, e.g. PPP, using
existing resources, materials to be used )

8. The summary of project plan [3 pages]

COMPREHENSIVE DADPs BUDGETING

Region |
LGA [
Activities Approved annual plan ('000')
FOREIN FUNDS TZS nant NON STATE ACTORS' FUNDS TZS
|FUN [ LOCAL FUNDS TZS['000'] i
000'] ['000"]
¢ ACTIVITIES Central Own Source Any Donor N ﬁepa{k; '
Name of . i lame Private Patenrs
. [ with names of Any Other Foreign LDF from |pg o of [15%0f |at least NGOs, Funded
Target |Stagein| . Funds to be spent at bof | Hestock LGA's O CBO .| Projecteg Total and Off-budget
Commodit| Ve villages where the LGAs through Central |LDGD ge"‘,:'(“' Produce S;‘:ISCZC 15% of the Sow;s wn Wej Beneficiaries | - b * . | PRIVATE Project/ How to
y mentioned activities | g | oS AOSS (Mot PR cess WL IFisheries oy | i | SOTIMEN | mtcpesn | SECTOR implement )
will be Implemented] i £47%, TARCE, andDADG Now |, 0 e ™ I(Mapato |ronar Levy ( |produce | memtonthe | IR | yourveasand gy yNpg
the lie) = [ Mention them |days is yatokanayo NGOs and managed largely bt
{sources} inthe mbined in [<4kuza yatokanayo |mapato Cess, CBOs | ™omtay terms) | by Donors { rooo]
‘Remarks" column paralll ETJGD ©d1N | iwandana |"@ M3UZ0Ya|na mauzo ya|yatokanayo  |Livestocklfis emark column} mention the
o their corresponding ) sekia ya mazaoya |mifugona [nashughuli |heries Levy Project in remark
f zs' " {
wqure:‘ ‘oho‘srczoi ::]m\ed ngozi) kilimo) mazao yake) [2a uvuvi) ‘column}
Subtotal of COMMODITY 1
Subtotal of COMMODITY 2
General
General
General
General
Subtotal of GENERAL ACTIVITIES
Total by SOURCE OF FUND 0] 0] 0] 0] 0] 0 0 0 0] 0] 0f 0|
Ratio of each source of budget to the grand
total

9. M and E Plan of the priority commodities [1 page]

Attachment:

-District proposed priority agriculture interventions (Plan-REP)

-Project write-ups

-Project Outcome Reports (if any)
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Annex 4:

Region:

ChecKklist for Comprehensive and Strategic DADP

Attachment 02: Quick Checklist for Comprehensive DADP

LGA:

Name and position:

Check DADP !!
for
Development of the Value Chain of priority commodit
with

ies

Comprehensive mobilization and Strategic utilization of resources.

Aspect
z
=)

Check Point

Yes/No
by LGAs

‘Where do you
mention the
detail in

. 1
Narrative? *

Check
by RSs

Does your budget show the names of commodities to be supported ?

Does your budget show the stages of value chain (VC) to be supported ?

Does your budget show the activities and budgets of tax revenues (e.g. produce cess)?

Does your budget show the activities and budgets of Non-state Actors' Funds (Not only
beneficiaries Contribution but also NGOs/ CBOs and Any Other Donor Funded Project)?

4.1) Yes, but activities only?

4.2) Yes, and both activities and budgets

Comprehensive DADP Budget

Does your budget show the names of the public institutions contributing to DADPs (e.g. Crop
Board, Research, Training) ?

Does your budget include the activities fully or partially funded by the Private Sector with
indications of the company's name?

Does your plan show the name of the priority commodities and explain why they are important for
the LGA?

7.1) Yes, but names only?

7.2) Yes, and both names and reasons why important

Does your plan explain how the activities are developed based on the VC analysis ?

Does your plan explain how the activities make the best use of the existing physical/ human
resources (i.e., infrastructures or farmers groups developed under ASDP1)?

Planning Concept

Does your plan explain how the LGA makes collaboration with other initiatives/programs and
public institutions? (Multiple choices are acceptable.)

10.1) Yes, and collaboration is organizing farmers for initiatives/ programs/ institutions.
[E.g. establishing farmers groups, training of the groups, etc.]

10.2) Yes, and collaboration is linking progressive farmers to initiatives/programs/ institutions.
[E.g. introducing/ encouraging specific farmers to participate in inititatives/ programs,
etc]

10.3) Yes, and collaboration is to disseminate/spread service information™ of initiatives/
programs/ institutions to farmers.

10.4) Yes, and collaboration is just supervising initiatives/programs/ institutions.

10.5) Yes, and collaboration is something other than above.

Does your plan explain how the LGA makes collaboration with the private sector?
(Multiple choices are acceptable.)

11.1) Yes, and collaboration is Contract Farming.

11.2) Yes, and collaboration is Cost-sharing with the private sector.

11.3) Yes, and collaboration is Loan (including in-kind).

11.4) Yes, and collaboration is just information sharing.

11.5) Yes, and collaboration is something other than above.

12

Does your plan shows clear outcome indicatores and target values to be achieved by Value Chain
Development through DADP 2015/16?

Note *1: In the column of "Where do you mention the detail in Narrative?", the examiner should indicate page, paragraph and line of the Planning Concept.
Note *2: Types of information: Technical/ Financial/ Market information or any other.

Technical information: new seeds/ breeds, new husbandary/ processing techniques, new fertilizer,
chemicals, feeds, etc.
Financial information: availability of microfinance, loan conditions, new financial windows, etc.

Mode of dessemination/ spread:

Meeting, Through extension officers, FFS, Any types of workshop or gathering.
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Annex 5: Agro-ecological zones (AEZ) and districts

AEZ Regions Districts
Arid Lands Mara (E) Musoma TC, Musoma DC, Serengeti,
(unimodal  400- Bunda, Tarime, Rorya
900 mm) Dodoma (E) Masai Steppe, Tarangire, Mkomaz,
Pangani and East Dodoma
Simiyu Bariadi DC, Maswa, Meatu, Itilima,
Busega
Manyara (E) Kiteto, Simanjiro
Eastern coast Lindi Lindi DC, Lindi MC, Liwale,
Ruangwa, Kilwa, Nachingwea.
Mtwara Mtwara T.C, Mtwara DC, Masasi,
Nanyumbu, Tandahimba, Newala
Tanga Handeni, Kilindi, Korogwe DC,
Lushoto, Muheza, Mkinga, Pangani,
Tanga, Korogwe
Pwani Kibaha TC, Kibaha DC, Bagamoyo,
Mafia, Mkuranga, Kisarawe, Rufiji
Dar-es-Sal. Ilala, Kinondoni, Temeke
Arusha (S) Arusha DC, Meru, Arusha MC, Karatu,
Northern Monduli, Longido, Ngorongoro
Highlands Kili-manjaro (N) Moshi D. C., Hai, Siha, Moshi M. C,
(bimodal) Mwanga, Rombo, Same
Manyara (E) Babati TC, Babati D.C Hanang, Mbulu
Plateaux W: Tabora, Tabora M C, Igunga, Nzega, Sikonge,
(unimodal) Rukwa/Katavi Tabora(Uyui, Urambo
Mpanda DC, Mpanda TC, Mlele
Mbeya (N) Chunya (partie N)
Ruvuma + Songea T. C, Songea D.C, Namtumbo,
Morogoro (S) Mbinga, Tunduru, Ulanga (Mo)
Mwanza Mwanza CC, Magu, Geita, Ukerewe,
Missungwi, Sengerema, Kwimba
Geita Geita DC, Chato, Bukombe,
Nyang’wale, Mbogwe
Central semi-arid | Dodoma (W) Kondoa, Dodoma MC, Mpwapwa,
(unimodal) Kongwa, Bahi, Chamwino
Singida Singida DC, Singida MC, Manyoni,
Iramba, Ikungi, Mkalama
Shinyanga Shinyanga M C Shinyanga D.C,
Kishapu ,Kahama
Morogoro Morogoro M C, Morogoro DC,
Mvomero
Southern & S-Mbeya Mbeya MC, Mbeya D. C, Mbarali,
highlands Kyela, Rungwe, Mbozi, lleje, Chunya
S)
S-Iringa Iringa DC, Kilolo DC, Iringa (S),
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Mufindi,
Njombe Makete, Ludewa, Njombe TC, Njombe
DC. Makambako,
Morogoro NW Kilombero, Kilosa
South Western Rukwa Sumbawanga D.C, Sumbawanga TC,
highlands Nkasi, Mpanda DC, Mpanda TC
Western highland | Kigoma Kasulu, Kibondo, Kigoma DC, Kigoma
TC
Kagera (bimodal) | Biharamulo, Bukoba D. C, Misenyi,
Bukoba T. C, Karagwe, Muleba, Ngara

Source: ASDP-2 BF (2013) - ARD; Tanzania CSA Program (2015) and de Pawn, 1984
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Executive summary

The District Agricultural Development Plan (DADP) is increasingly required to strengthen its
value chain aspects for accelerating rural commercialization which leads to transformation from
subsistent agriculture to commercial agriculture, resulting in the increase of farmers’ income and
more employment opportunities in rural area. The way that the District Agricultural Development
Plan (DADP) is to be planned and implemented has largely altered for FY 2012/13 by adopting
the value chain (VC) approach. The DADP Guidelines were modified to instruct all the Local
Government Authorities (LGAs) to select a limited number of commodities and carry out value
chain analysis to identify effective interventions. As the value chain concept is new, many LGAs
are still in the process of understanding and integrating the concept in DADP at both planning

and implementation stages.

Against the background described above, the study on DADP value chain Fact Findings was
conducted in 13 districts at November 2012. The study aimed to understand the current status of
DADP planning and implementation in view of the VC approach and also to learn lessons from
the experiences of other initiatives, including private sectors and non state organizations.
Specifically the study aimed to pursue the following:

e To find out the level of understanding of the LGAs and the involvement and linkage
status of farmers, the private sector and other initiatives in DADP planning and

implementation;

e To identify the major agricultural initiatives/ projects being operated currently in LGAs

with VC approach and their empirical implications to DADPs; and

e To explore the best way of planning and implementing DADPs along VC with particular

focus on entry points for DADPs and coordination with stakeholders.

In order to pursue the purposes, the study team started by reviewing and examines existing
documents, plans and activities relating to VC, with the intension of contrasting the DADP
process with that of other initiatives/private sectors/INGOs followed by visiting several
organizations and initiatives in Dar es Salaam which are working with focus on the VC approach
and then a trial study at Rufiji district. After a trial study at Rufiji district, a full study was carried

out at 13 districts in seven regions of the Tanzania mainland where the discussions involved
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RSs, LGA officers, farmers/beneficiaries, extension officers, initiatives officers and the private

sectors. The following are some of the main issues observed by the study team:

1.

Findings of the Field Survey at LGAs perspective

In DADP preparation, the Guidelines were followed in terms of procedures.

On the understanding of the VC concept, it was observed that almost all surveyed LGAs

have limited understanding.

Although, in most of the LGAs, the DFTs could consider the final profit to farmers beyond
target production with the Guidelines, their view is still narrow up to storage and
processing stages, showing weak consideration in post-harvesting for value addition and

marketing.
Many LGAs have neither a long term strategy nor three-year-rolling- plan concept.

While efforts are made to involve many stakeholders, most of the participants are from
other initiatives, NGOs, farmers, and LGA officers (except SIDO). There might be a less
degree of participation of private sectors, especially buyers. This tendency implies that
development approach tends to be discussed from supply perspective with weak

consideration to demand side.

Whilst there are several good attempts to involve stakeholders at activity level, there is

weak coordination among programs at district level.

Many LGAs suggested that the guidelines should allow selecting more than one

commodity according to crop/livestock category or to agro-ecological zones.

Findings of the Field Survey at initiatives perspective
For commodity selection, some initiatives put greater focus on market needs and
potentials rather than stakeholders’ meeting.

In many cases, planning processes of other initiatives are parallel to DADP and LGAs
were not always involved in the process. Even in case they took part in, their response/

proposal is not consistent or well harmonized.

The way of looking at VC is different among initiatives. Some has a holistic view to see

the whole chain, whilst others focus on particular stages of it.
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e There are several strategies employed by initiatives in involvement of farmers and the
private sector among them are; Targeting existing and active groups and Developing

win-win situation.

¢ Involving district officers in many occasions is not yet functioning as equal as program

coordination.

e Almost all initiatives have been involving the LGA officers (by contract or by hiring them)
in institutional arrangement or activities. Despite these efforts, however, many initiatives
still consider the coordination as a critical issue, implying that there is no strong initiative

taken by the LGAs to strengthen the coordination relationship among parties.

Report recommendations

These are actions for NFT to enable DFTs to think how they can enter VC coordination and
management and how they do better in relation with other initiatives.

e To enhance the concept of VC management and coordination by showing inter-stage

activities, collaboration options and good examples.
e To enhance proactive coordination and market orientation in DADP process,
e To provide LGAs with entry points (How can they start VC development?).

e To assist LGAs in having their own DADP strategy for development
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1.0 Introduction

1.1

1.2

Background

The District Agricultural Development Plan (DADP) is increasingly required to strengthen
its value chain aspects for accelerating rural commercialization which leads to
transformation from subsistent agriculture to commercial agriculture, resulting in the
increase of farmers’ income and more employment opportunities in rural area. The way
that the District Agricultural Development Plan (DADP) is to be planned and implemented
has largely altered for FY 2012/13 by adopting the value chain (VC) approach. According
to the DADP quality assessment report of July, 2012 some of the districts have been
performing relatively well in planning even before the implementation process. However,
many others are still in the process of understanding the concept. The DADP Guidelines
also seems to have several challenges on proper guidance to LGA in planning and
implement DADPs. To address these challenges, there should be strategic joint initiatives

among the agricultural stakeholders at all levels.
Purpose and structure of the report

Against the background described above, this study seeks to understand the current
status of DADP planning and implementation in view of the VC approach and also to learn
lessons from the experiences of other initiatives, including private sectors and non state

organizations.
Specifically the study aimed to pursue the following:

(1) To find out the level of understanding of the LGAs and the involvement and linkage
status of farmers, the private sector and other initiatives in DADP planning and

implementation;

(2) To identify the major agricultural initiatives/ projects being operated currently in LGAs

with VC approach and their empirical implications to DADPs; and

(3) To explore the best way of planning and implementing DADPs along VC with

particular focus on entry points for DADPs and coordination with stakeholders.

In order to approach to these purposes, this report presents the methodologies of the
study in the next chapter, which shows major steps undertaken, including the outline of an
information collection tool (i.e., checklist) and the names of institutions and Region/LGAs

visited. This is followed by major findings, which are delineated in line with the structure of
1



the checklist. The final chapter then indicates conclusions and recommendations for future
DADP operations.

2.0 Methodology

The essential approach is a review that examines existing documents, plans and activities

relating to VC, with the intention of contrasting the DADP process with that of other initiatives.

The study was carried out by the following methods, adopting the interview as a major

instrument.

21

2.2

2.3

Desk Review

At the inception of and throughout the study, relevant documents and materials were
intensively examined. The documents analyzed include program documents, study reports,
leaflet and newsletters issued by various institutions. Major ones are listed as the
reference at the end of this report. This desk review enabled us to find interesting LGAs

and initiatives to be visited for interview and field survey.
Interview to relevant organizations at the central level (The DSM survey)

Having identified major initiatives through the desk review, the study team visited relevant
organizations of the central level situated in Dar es Salam (DSM) region. Some of them
were Ministry of Industry and Trade (MIT) (Department of Small and Medium Enterprises
(DSME)), Small Industries Development Organisation (SIDO), Muunganisho wa
Ujasiriamali Vijijini (MUVI), Market Infrastructure Value Addition & Rural Finance (MIVARF),
Tanzania Agriculture Partnership (TAP), USAID-NAFAKA and Techno Serve. The study
began with interviewing a few organizations and initiatives which led the team to finding
out the approaches and activities of other organizations in the promotion of value-chain

and private sector involvement.
Pre-testing the working tools

After conducting the DSM survey, the study team discussed the approach and viewpoints
of the interviews to LGAs, other initiatives, farmers and private sectors. Based on this
discussion, the team developed a draft checklist and then tested it at a nearby district
(Rufiji DC). The checklist was finalized after getting an experience of this pretesting. The
table below shows the outlines of major viewpoints in the checklist with rationales for

investigation.



Table 1: Major viewpoints for interview and their rationales

Viewpoints

Rationale for Investigation

Interview with DFTs

Understanding of

Since the Planning and Implementing Technical Working Group
(P&ITWG) / National Facilitating Team (NFT) instructed LGAs, with
the DADP guidelines, to plan DADPs in line with VC last year, it is

VC concept o ,
indispensable to check how much they understood it. Bottlenecks or]
issues, if any, should be identified.
DADP is a universal tool for development for LGAs. lItis a 3-year
rolling plan. And its planning process entails commodity selection.
Long term o _ )
_ So these features indicate that this year DADP must be just part of
perspective

the whole development plan. In this regard, It is significant to know

what DFTs are going to do, with/after this year DADP.

Attempt to involve

stakeholders

Due to resource limitations and nature of business, VC
development needs to involve various stakeholders. It is crucial to
find how much District Facilitating Teams (DFTs) can do this, in
realization of VC development.

Coordination

In a wider definition, DADP is a plan that covers all development
activities in the LGA. At present many initiatives are entering to the
LGA. So it is needed to know how things are coordinated to bring

synergy effects.

Suggestions for the

guidelines

With the concept of learning by doing or plan-do-see cycle, the
TWG/NFT should understand the weakness of the guidelines, so

as to provide better instruction for future planning.

Interview with Other

initiatives

Planning process

If other initiatives are taking different approaches, it is necessary to

see any duplication or complementarities among them.

Entry Points

In order for DFTs to start VC development, it is useful to know how

other initiatives take the first step with which vision.

Strategies to involve

farmers /private

sectors

This must be analyzed in order to enable DADPs to follow good

practices or support them.
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Expected Roles of
DFTs

For synergy effects and/or DADP VC development, it is of crucial

significance to capture the needs from other initiatives.

Interview with Farmers and Business partners

Challenges/Incentiv | Farmers and business entities are actual players in VC. Their

e to work with each | voice must be taken into account to create enabling environment

other or management

Expected Roles of
DFTs

Ditto

Field survey (Interview and facility inspection)

Following the development of the checklist, the study team divided itself into four groups
(eight members in total from the P&l TWG and JICA-RADAG), visited thirteen districts from
(RSs), LGA officers,

farmers/beneficiaries, extension officers, initiatives officers and the private sector. The

seven regions. Discussions involved Regional Secretaries

following table shows the LGAs and initiatives visited.

Table 2: LGAs and initiatives visited

DADP Other
Region LGA commod| initiatives Reasons (brief)
ity visited
Meru Maize, TAP (maize) | To collect good examples of VC
Milk MIVARF interventions in the dairy industry
Office (cheese and milk selected in ODOP)
Good balance between food crop and
cash crop
Variety of agricultural products
Arusha
Monduli Beef, TAP (maize) | To collect good examples of VC
Maize TRIAS interventions in livestock products
(Belgian (leather selected in ODOP)
NGO) Good balance between food crop and
cash crop
Variety of agricultural products
Iringa Kilolo Tea MUVI To collect good examples of VC
project interventions in tomato processing
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DADP Other
Region LGA commod| initiatives Reasons (brief)
ity visited
(tomato) (tomato sauce selected in ODOP)
Variety of agricultural products
Iringa DC | Red TAP (maize) | To learn more about the CIP and WRS
meat TAGRODE | (implemented by TAP)
and (inputs, Variety of agricultural products
Sunflow | demonstrati | (Sunflower oil selected in ODOP)
er on and
coordination
)
SHILDA
(Livestock)
RUDI( farm
er
demonstrati
on on rice
production)
Kyela Paddy Techno To collect good examples of VC
Serve interventions in rice
(cocoa) (Soap selected in ODOP)
Techno
Serve
(maize &
Mbeya paddy)
SIDO
(cluster)
Mbozi Coffee, Techno Good balance between food crop and
Paddy Serve cash crop
(maize & (Maize selected in ODOP)
paddy)
Singida | Singida Sunflow | SIDO To collect good examples of VC




DADP Other
Region LGA commod| initiatives Reasons (brief)
ity visited
DC er, Beef | regional interventions in the sunflower oil
office, industry (Sunflower oil selected in
MIVRAF ODOP)
and Mt.
Meru
Manyoni Chicken, To collect good examples of VC
Beef, intervention in livestock products &
Maize, Sunflower (Honey and wax was
Vegetab selected in ODOP)
les,
Sunflow
er
Lushoto Paddy, Oxfam / To collect good examples of VC
Round LBTIC interventions in round potato,
potato ULT vegetables, and fruits
(vegetables) | Variety of agricultural products
Tanga (Fruit jam selected in ODOP)
Muheza Orange, | MUVI To collect good examples of VC
Cassava | project interventions in orange
(citrus) Variety of agricultural products
(Orange juice selected in ODOP)
Mvomero | Maize NAFAKA To collect good examples of VC
(Paddy) interventions in paddy
SHFS (Rice | (Sunflower oil selected in ODOP)
Morogo and Red
meat)
© Kilombero | Paddy NAFAKA To collect good examples of VC
( Paddy), interventions in paddy and strategies to
Kilombero involve other business partners
Plantation (Rice selected in ODOP)




2.5

2.6

DADP Other

Region LGA commod| initiatives Reasons (brief)
ity visited
Limited
(Paddy)
MIVARF
(Paddy)
Dodom | Kongwa Sorghu | NAFAKA To collect good examples of VC
a m and interventions in Sorghum. (Honey and
Chicken wax selected in ODOP)

Finding compilation

Throughout the study, discussion was held among the members of the respective groups
as well as the whole team. At field level, the collected data information was assembled for
each visited LGA after summary notes were prepared upon every interview and discussion
among the members of each group. This discussion concreted the idea and structured the
field reports. Then, it was followed by the compilation of the interview summaries and field
reports of each district, which was done by a small team formed by the P&l TWG for
preparation of this report. And with the inclusion of comments from other team members,

the report was finalized.
Limitations of the study methodology

There are some limitations of the methodology adopted by this study. Its findings should

be understood with the following cautions:

» Most of the information and date presented in this report were obtained from interview
with the stakeholders mentioned above. As such they are secondary data without

definitive confirmation as raw data.

» The way of depicting information and date are subject to how the interviewer
understood discussion and documents. Due to time and resource limitation, interview
summaries were not confirmed with the interviewees. If there is any information
mistaken in this report, the responsibility is solely owned by the P&l TWG and JICA-
RADAG, not by the interviewees and other collaborators. And any rectifications of the
contents are to be received with the publication of this report.
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3.0 Findings

3.1 Preliminary Findings from DSM study

This sub section gives a brief on the VC fact findings that was conducted in DSM in November

2012. The DSM visit was a preliminary study prior to the full survey of the 13 LGAs.
3.1.1 Stages of the value chain

The study revealed that five organizations/initiatives are implementing different value chain
stages, most of the visited organizations, except the SCF, work for production, post-
harvest and storage stages. The table below indicates stages of value chain performed by

different organizations.

Table 3: Stages of Value Chain of the Organisation/Initiative's Activities

Techno-
Stages of VC SIDO SCF NAFAKA TAP
Serve

Production X X X X
Post-Harvest & X X X X
Storage

Processing X X

Transportation X

Marketing X X X X

Source: Presentation by the Team members (as of 1 November, 2012)
3.1.2 Selection of Commodities

The survey team identified three major situations about selection process of commodities;
1) Selection by Regional and District platforms, 2) Selection from a set of pre-determined
priority commodities, and 3) Selection which has been done already by financiers or higher

level.



3.1.3 Determination of the entry point in the VC

Most of the organizations and initiatives determine the value chain entry point based on
industry analysis. The selection is also concerned with the geographical areas as the
commodities are already decided by fund organizations. Some initiatives intervened not
only in the production stage but also in the market stage, considering the whole process of
VC management.

3.1.4 The working relationship of LGAs and initiatives

Most of the visited organizations/initiatives claimed that there is insufficient communication
and low involvement of DALDQO’s office on planning and implementation of NGO/private

sector’s projects.

Challenges recognized

It is not easy to involve private sector as they are reluctant to face fierce competition in the
market. One of major challenges is to build good relationship between government
officers and private sector stakeholders, since the officers, such as DALDO, who tend to
monopolize the planning/implementation process, resulting in disputes. For example, they
insisted private companies to disclose their commercial secrets or competitive advantages.
This kind of attitudes always discouraged private sector stakeholders to participate in PPP

activities.
3.1.5 The conclusion

The study team concludes that the involvement of private sectors into DADP VC may
determine the sustainability of the system of VC itself. Unfortunately, the strategies for this
particular purpose were not well revealed. It is expected to find further detail in the LGA

field survey.
3.1.6 Recommendation

» More value chain initiatives from various organizations should be visited at district

level, so as to learn and adopt more for betterment of DADP.

» The guideline should be revised in line with the experience and observations obtained

from these organizations/initiatives visits.



» For comparison purposes, the district should be visited so as to acquire planning and
implementation experience of VC in DADP and to understand the next year planning

strategy.

3.2 Findings from LGAs field survey

Following the DSM survey, the study team carried out the field survey targeting 13 LGAs in
addition to the one for pre-testing (Rufiji). The findings of the field survey are discussed
according to the viewpoints in the checklist, namely 1) DFTs’ understanding of VC concept
against the DADP guidelines, 2) their long term perspective, 3) attempts to involve stakeholders,
4) coordination in planning and implementation and, 5) suggestions for the guidelines.

3.2.1 DFTs’ understanding of the VC concept

The procedures of the Guidelines were followed in DADP preparation.

In DADP preparation, the Guidelines were followed in terms of procedures. In fact, most of
the LGAs just follow the Guidelines without applying, for example, selection criteria in a
pro-active way. On the other hand, some of them like Mvomero could not consider the

criteria for commaodity selection due to political interference.

Yet, their understanding of the VC concept is still limited.

On the understanding of the VC concept, it was observed that almost all surveyed LGAs
have limited understanding. Although, in most of the LGAs, the DFTs could consider the
final profit to farmers beyond target production with the Guidelines, their view is still narrow
up to storage and processing stages, showing weak consideration in post-harvesting for
value addition and marketing. The DFTs envisage that other private investors will follow
the marketing part. But when asked who the private investors are, they could not answer.
This indicates the typical thinking of DFTs that those commodities could be easily sold if
production and/or processing are done well. Missing important element is consideration of
“who buys the produce in what conditions”. In fact, there is no/little attempt to connecting
to other stages, such as contract farming, sharing market information, and matching with

financial institutions/buyers.

Their interventions are concentrated at production stage.

It is observed that the selected interventions to be implemented by the LGAs are mainly
based in production stage, followed by storage and processing. Other stages like post
10



harvest and marketing are merely outlined by them as indicated in the table below. It is
true that the LGA cannot make interventions at all VC stages of a particular commodity;

however this table implies that their mindset tends to be still of the conventional approach.

Table 4: DADP interventions in different stages

S Main DADP Activities/Interventions
LGA Commod| Input/Product Post Marketin
Storage harvestin | processing
ity ion g
9
Meru Maize Irrigation const | Warehouse Purchase of
Milk const. packaging
Cereal materials
Collection milk
center processing
machine
Monduli Maize Irrigation canal
Beef Charco dam
const.
Procuring bulls,
etc
farmer training
Kilolo Tea Tractor
procurement
Training on
project
management
Iringa DC | Sunflo | Tractor Warehouse Oil extract
wer procurement const. Machines
Red QDS
meat production
Charco dam
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Main DADP Activities/Interventions

Selected
LGA Commod| Input/Product POSt_ . Marketin
ity - Storage harvestin | processing g
9
Cattle
procurement
Kyela Paddy | Power tiller Warehouse Machine
procurement const.
Irrigation
canals
Training on
GAP and
project
management
Mbozi Coffee | Farmer group | Warehouse - Dehullers
establishment | const. and puperly
Tractor machine
procurement
Singida Chicke Oil extract
n, Beef, | Purchase of machines
Maize, | tractors with
Vegeta | training of
bles, farmers
Sunflo
wer
Manyoni Sunflo | QDS Warehouse Training on | Training
wer multiplication const. processing | on
Cattle Tractor marketin
procurement g
Training on
GAP

Dip tank rehabil.

Al equipment
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Main DADP Activities/Interventions

Selected
LGA Commod| Input/Product Post Marketin
. Storage harvestin | processing
ity ion ()
9
Bulls
procurement
Lushoto Paddy | Tractor Storage Milling WRS
Potatoe | procurement shading machine Training
] Irrigation Collection Rice on
structure centre processing | marketin
Install water shade g
pumps
Muheza Orange | Input Cleaning
procurement /wax
machine
Mvomero | Maize FFS Warehouse Milling Rough
establishment | const. machine Road
QDS const.
multiplication
Tractor
procurement
Kilombero | Paddy | Tractor Warehouse WRS
procurement const. Market
QDS const.
procurement
Kongwa Sorghu | Tractor
m and procurement
chicken | Purchase of
layers and
boilers
Vaccination
Rufiji Paddy | Tractor Training
procurement on
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Main DADP Activities/Interventions
Selected
Post
LGA Commod| Input/Product . . Marketin
. . Storage harvestin | processing
ity ion ()
(¢
FFS formation marketin
Training on g
GAP

3.2.2 DFTs’ long-term perspective

Many DFTs have neither a long term strateqgy nor three-year-rolling-plan concept.

When asked about future perspective for DADP, most of the LGAs (Meru, Iringa DC, Kyela,
Lushoto, Mbozi) showed the thinking of introduction of a new VC. Behind this
consideration is different agro ecological zones within the district whereby some parts of
the district are potential for various commodities and also in some areas there are already
infrastructure i.e., irrigation infrastructures. In that case, the district stakeholder meeting
will be held during next planning season. If that is the case the three years planning
concept will not be considered by the districts. For example in Meru DC, the DFT
mentioned to have a 3-year strategic plan. But it is not clear how the plan is linked with this
thinking. Moreover, it is observed that some of the LGAs e.g., Kilolo district waits
instruction or any clue from regional or central levels (RS or PMO-RALG) on DADP

planning for next season.

Kilombero and Mvomero are the ones which do not think of changing a target crop in
future. In fact they show their understanding of three year rolling concept by focusing on
production stage in the 1% year and marketing stage in the next year. Having said so,
however, there is no clear evidence that it coordinates with other stakeholders in a

strategic way.
3.2.3 DFTs’ attempts to involve stakeholders

DFTs involved many stakeholders in DADP planning.

The study observed that there was a big difference noted in DADP planning between
previous and 2012/13 ones, as the later planning involved several stakeholders while the
previous did not. The table below indicates different stakeholders involved in the meeting
for commodity selection at different districts. They include farmers, WFTs, NGOs,

councilors and other initiatives, although SIDO, in many cases, was not involved in DADP
14



planning (e.g. Singida DC, Manyoni, and Meru). In Manyoni, SIDO was recognized as one

of contractors that will provide technical service of training under DADP (SIDO and other

private sector company conducted different trainings for processing leather).

Table 5: Participants in the stakeholders’ meeting in some of the visited districts

LGA Name of the participated stakeholders

Meru Llima-Numbe Diary Group, VICOBA, NGOs, Tengeru livestock community,
SARI, Land O’ Lakes.

Monduli HAIFER TZ, SARI, NAIC, processors, businessmen, farmers, input
stockiest, seed companies, TACRI, farmers groups such as
MVIWAMO/MVIWATA

Kilolo DATEGA, DABAGA, MUVI, VEO, WEO, DFT, WFT, Farmers, DALDO,DED

Iringa DC TAGRODE, SHILDA, RUDI, MUVI, CONCERN, One Acre Fund, DED, DFT,
WEFT, Farmers

Kyela Techno Serve, KYCU, Councilors, DED, DALDO, Farmers,
WFT,DFT,AMCOS

Mbozi TACRI,ADP, MVIKAMBO, DED, DFT, WFT, DALDO, Councilors

Lushoto Input dealers, WEO, VEO, DALDO, District representatives, researchers,
farmers,

Muheza Farmers representatives, village leaders, politicians, agro-dealers, AMANI
tea agent

Kilombero | RUDI, UWAPEKI, AKIRIGO, KCY, TAP, NAFAKA, TCCIA, KPL,UKIKU,
Councilors, Head of Ifakara Sec. School

Mvomero MVIWATA, Dakawa Rice Research Centre, Mkindo FTC

Rufiji DED, councilors, farmers, extension officers, NGOs , MUVI

However, the participation of private sectors and buyers is relatively weak as compared to

others.

While efforts are made to involve many stakeholders, most of the participants are from

other initiatives, NGOs, farmers, and LGA officers (except SIDO). There might be a less

degree of participation of private sectors, especially buyers. This tendency implies that

development approach tends to be discussed from supply perspective with weak
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consideration to demand side that can be partially represented by private sector in a sense.
Incidentally there is no participation of large-scale buyers, hotels, and restaurants, implying

that they are out of the LGAS’ reach in terms of relationship.

This poses an important question, whether the activities in DADP and policies are worth
being discussed from the eyes of private companies. One possible way of improvement
may be to visit private companies separate from the general meeting to listen to their
voices In any ways, it is clear that the more private sector players are get involved, the
better the addressing the value addition and marketing stages of a VC in DADP.

Major attempt for involvement is just information sharing but some good efforts at activity

level.

The most common attempt for the LGAs to involve stakeholder is information sharing.
While there is no denying that this could be a first step, there are only a few cases of

taking-action-together, beyond talk. This is particularly true of relation with private sectors.

The following box showed some good efforts in terms of implementing methods and type

of activities, made by LGAs more than general information sharing.

Good efforts by the LGAs for Stakeholder Involvement
Implementation Methods

* Contract-out: LGAs contract out, for implementation of training, to other
initiatives and private sectors, e.g., Richland Agrochemicals Ltd (Muheza DC),
SIDO/private sectors (Manyoni DC), and TACRI, TechnoServe and ADP (Mbozi
DC).

» Stage-sharing: Muheza DC discussed with MUVI and agreed on the stage
sharing where the MUVI is dealing with orange seedling production (input stages)
while the DC is to support production and processing stages (disease control and
wash and cleaning). Meru DC also designed intervention to serve production for
a processing group who has been supported by SIDO, though this collaboration is
just coincident.

Activities

* Match-making: Kilombero DC linked farmers with input dealers and processors.
The DALDO of Kongwa DC visited a company for business agreement with
farmers, though it was failed.

* Finance-introduction: Mbozi DC has been supporting farmers to acquire loan
from financial institutions by persuading AMCOs to increase their saving.
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3.2.4 DFTs’ coordination in planning and implementation

Coordination is generally weak at initiative/program level.

Whilst there are several good attempts to involve stakeholders at activity level, there is
weak coordination among initiatives/programs at district level. As will be discussed in 3.3,
some initiatives/programs such as TAP, MUVI, SIDO, and MIVARF are adopting similar
planning process to DADP by inviting stakeholders and selecting target commodities. But
the processes are taken in parallel to DADP process with different timing and starting point
(e.g. some process starts from regional level). DFTs are involved in respective processes
but in many cases they do not play the role of a coordinator, rather just play as one of the
“important” stakeholders.

Various factors underline the weak coordination.

There are several factors underlining this issue. This un-harmonized situation, in part, is
much associated with the lack of strong initiatives of DFTs, which can be attributed to lack
of their own ideas and wills for development, i.e., there is no strategic and consistent
planning. Another factor is, however, pointed out by some DFTs (e.g. Kilolo DC): each
stakeholder (initiatives/programs) tends to plan and work individually. Since there is no
information sharing mechanism with the LGA, they do not know what others all are doing.
Some initiatives do not have offices in the district, which makes it more difficult to
communicate with them (e.g. Manyoni DC). The third factor raised by many LGAs is
political influence. In fact they requested ASLMs to provide institutional defense to pervert
politicians from intervening to technical coordination, e.g. by letters or regulations. Another
consideration is made that many initiatives adopt participatory process in their own way
with less harmonization with each other. For instance, TAP wants to help the LGA in
prioritizing commodities and SIDO through ODOP has the same intension. The both,
however, are proceeding without dialogue to each other. MUVI starts the commodity
selection from regional level, which is different from other initiatives starting at district level;
MIVARF put focuses on non-perishable in assisting LGA for commodity selection.
Seemingly there is no robust coordination mechanism between the two. In view of these
situations, as well as on-going preparation for ASDP Il coordination among the initiatives,
LGAs need to prepare themselves to align this movement, accept new initiatives, and take

strong initiative in coordination among them.

3.2.5 DFTs’ suggestions for the DADP guidelines
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As regards the DADP guidelines, the survey has found the following issues.

The major comment from LGASs is to allow selecting more than one commodity.

Many LGAs suggested that the guidelines should allow selecting more than one
commodity according to crop/livestock category or to agro-ecological zones (e.g. from
Kyela and Mbozi). The comment associated to this is to revise the selection criteria. With
the mindset that everything written in the guidelines should be followed, they pointed out
some limitation of rigid application. Lushoto DC, for instance, suggested removing the
criterion that the commodity should be obtained in short term, as it gives disadvantages
against livestock production (and fruits). It could be worth examining how much they must
follow the criteria; in other words, it may be needed to show clearly the flexibility to adopt

the criteria according to the situation facing the LGA.

Others are concerned about definition of terminologies, VC concepts, etc.

Apart from the commodity selection, there are several comments on the VC concept. They
may want to have a more clear explanation on definition and concept. Others include

timing of guidelines, the use of grant and ceiling.

Discussion with DFTs also identified the need for improving profitability analysis

methodologies.

Although this is not explicitly suggested, discussion with DFTs has articulated that
techniques used by the LGAs are different from one to another. For example, some uses
the current data on price and quantity (e.g. Muheza), while others adopts future data which
are to be realized by intervention made in DADP (e.g. Monduli). Price fluctuation is
another issue. Taking the average price does not necessarily give a real picture of the
commodity. Another challenge is articulated by some LGAs with livestock industries (e.g.
Meru and Monduli). They require the methodologies for profitability analysis for livestock

production.

3.3 Findings From the visited Initiatives (private sectors)

The findings on other initiatives are delineated in the aspects of 1) planning process, 2) entry

point of VC, 3) strategies to involve farmers and the private sector,4) coordination with
DFT/DADP, 5) expectation to DFT/DADP and 6) exit strategies for project sustainability.

3.3.1 Planning process
18



For commodity selection, some initiatives put greater focus on market needs and

potentials rather than stakeholders’ meeting.

For commodity selection, some initiatives adopt participatory steps that are similar to
DADP planning process (e.g., MIVARF, ODOP, and SHFS). On the other hand, there are
other programs that identify the potential one (s) by looking at market potential and needs
(e.g., Techno Serve in Mbozi and Oxfam/LBITC in Lushoto). For example, Oxfam/LBITC,
after hearing from a food export company in Arusha, selected snow peas for VC
development, despite the fact that it had been a minor crop produced only by a few
farmers. The selection of coffee by Techno Serve, for another example, was based on the
market analysis to consider how the targeted farmers can gain more profits by
interventions. These cases show a different element of planning process from DADP’s

circle.

Planning processes are parallel with different timing and condition.

In many cases, planning processes of initiatives are parallel to DADP process and among
themselves, each of which has different timing and conditions. Moreover LGAs were not
always involved in the process. Even if they took part in, their response/ proposal is not
consistent or well harmonized. As a result some initiatives select different commodities
from DADPs. There is no or little coordination of planning process and commodity

selection at district level.
3.3.2 Entry point of VC

For food crops, input/production stage; For cash crops, processing and marketing stages

The way of looking at VC is different among initiatives. Some has a holistic view to see the
whole chain, whilst others focus on particular stages of it. The checklist assumed that the
insights into VC are associated with how the initiatives can enter the VC. Observation
across the initiatives has, however, suggested a different angle for analysis, which is the
type of the commodity.

In case of VC for food crops, the field survey found that the entry point tended to be
input/production stages. The good example is NAFAKA, which is attempting to develop a
whole chain, starting from production in the 1st year and shifting to other stages later on
(Rice in Mvomero). Another example is TAP/CIP that deals with VC for maize. It has
developed a good mechanism of demonstration plots, in which agro-dealers contribute

inputs with expectation that farmers, after seeing the results, could be good customers for
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them (Maize in Iringa DC and Monduli). As for food crop, most farmers are smallholder
and using traditional low productive agro practices. In order to add value to their products

to be sold, farmers need to be trained on innovative agro practices in the production stage.

On the other hand, for cash crops or commodities, various initiatives consider more
significant the interventions at processing, post-harvesting, marketing stages. The good
example is Techno Serve. Holding a holistic view, it supports mainly the post-harvesting
and marketing stages while involving different partners in other stages (Cocoa in Kyela
and coffee in Mbozi). The focus on cash crops is also found in SIDO’s interventions at
processing and marketing stages (Sunflower in Mbeya, Milk in Arusha). MUVI, while being
engaged in production stage for oranges, admitted that the marketing is a challenging
issue (Orange in Muheza and Tomato in Iringa DC). These observations imply that the
entry point could be different, depending on what the LGAs/initiative aims with VC, i.e.

food security or business development.
3.3.3 Strategies to involve smallholders farmers and private sector

There are several strategies employed by other initiatives in involvement of farmers and

the private sector.

Targeting existing and active groups

Many initiatives are targeting existing groups which are active and functioning well, rather
than creating a new group. For example, MUVI is assisting production of the orange-
seedling group that was supported by DADP before (Muheza). Techno Serve asserts that
it helps only groups of farmers, not individuals. Norway in Lushoto found some women
group have potential for business and then decided to provide it with support. The same
strategy is also adopted in some others (e.g. MIVARF in general and TAPP in Iringa DC).

While there is no denying of the effectiveness of this approach, it must be noted that only
fraction of the community may continue receiving the supports from the initiatives. In this
case, how to expand the benefits to others should be questioned. It is of critical importance
to consider how DADPs could respond this issue. In view of this, one of main roles of
LGAs should organize smallholder farmers to form a group and build their capacity to
promote scale of economy and increase bargaining power in the market with long-term

perspective.

Developing win-win situation
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This strategy is apparently found in involvement of input dealers in demonstration farms.
For instance, input dealers usually requested NAFAKA to purchase their farming
implements. However, NAFAKA set up an opportunity for them to promote their
implements directly to farmers through demonstration (Mvomero DC). The similar attempts
are made for maize production in Monduli, Iringa DCs with TAP and TAGRODE. This is a
win-win situation because the project can reduce costs of activities while the input dealers

can have opportunities of business promotion.

Another win-win strategy is observed in the case of KYCU in Kyela DC. They found that
collection points are alternative to or preliminary stage of the cooperative actions. At this
point, farmers can sell the produce to buyers in a relatively fair condition and businessmen

can collected it in bulk (Kyela DC).

Capturing buyers needs (" Infant Industry Strategy” and “Buyer-seller meeting™)

Some initiatives capture the needs of buyers e.g. on commaodity or location, and reflect
them into the design of interventions, rather than implementing what farmers/DFTs want to
do. The good example is Oxfam/LBTIC. They found that snow peas, which had been
minor products in Lushoto DC, were well demanded in the international market. At the
initial stage, Oxfam/LBITC supported this “infant industry” in almost all aspects e.g. training
and transportation. But once the business agreement was made between farmers and
buyers, it withdrew supports. Another good practice is done by SIDO. It holds “buyer-seller
meeting” by involving producers, processors and buyers to discuss what the market needs
(Singida DC).

Addressing bottlenecks of many farmers through organizing themselves

This strategy is observed especially where farmers tend to be cheated by middlemen. It is
a situation that provides farmers with strong motivation to work as a group and take part in
projects (Lushoto and Iringa DC). ULT, a NGO/Farmers group in Lushoto, for instance,
was formed to overcome this cheating issue. TRIDEP (sponsors from Germany) and
USAID facilitated the establishment of collection points and identification of the market for

them.

Match-making with buyers and financial institutions

Functioning as a catalyst is another strategy found in several initiatives. They make a
linkage of farmers with financial institutions e.g. by assisting the formation or enlargement

of SACCOs for agricultural windows or other loan schemes (MUVI in Muheza and Rufiji).
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MUVI, for another case, is developing the integrated mechanism of finance and crop
insurance for farmers, by allocating some percentage of interest rate to insurance fee
(MUVI in Tanga). NAFAKA in Mvomero and Kilombero linked farmers to financial

institutions, e.g. NMB.

Quick / Wide demonstration to farmers

Some initiatives are improving extension methods. Showing quick result to farmers and
close supervision by the agronomists assigned per village are observed in NAFAKA’s
strategy to motivate farmers to continue participation (Mvomero DC). In Iringa DC the
TAGRODE initiated farmer-to-farmer extension where among farmers some of them
trained and assist others to implement a baby plot with inputs supplied by agro-dealers.
The mother plots formulation done by the extension officer as a demo plots. This

extension method is also done by NAFAKA in Kongwa DC.
3.3.4 Coordination with DFT/DADP

Involving district officers in many occasions is not yet functioning for program coordination.

Almost all initiatives have been involving the LGA officers in institutional arrangement or
activities. Some initiatives assign program officers in the district (e.g. MUVI), though this is
not always done (e.g. NAFAKA in Mvomero DC and Kilombero DC). Others involve LGA
officers by facilitating training for them or by mobilizing them in training or extension to
farmers (Techno Serve in Kyela). SIDO management, RS and districts (DALDOs) met
together to discuss the potential areas where SIDO could invest with formation of clusters
(SIDO in Mbeya).

Despite these efforts, however, many initiatives still consider the coordination as a critical
issue, implying that there is no strong initiative taken by the LGAs. MUVI, for example,
expected LGA to take a lead of coordination by showing its financial contribution. But
things were not done as expected. They found that the district, once finding potential
contribution from MUVI, attempted to reserve its own resources for other projects, rather
than for the MUVI activities with expectation, “MUVI could do more”. Based on this bitter
experience, MUVI opted for taking coordination initiatives by itself by asking what the

LGAs can contribute to it rather than showing its contribution to the LGAs.

This attitude of the LGA (i.e. taking advantage of contributions from one stakeholder and
divert its own resource to other purposes) may come from their thinking that the LGA is

mandated to satisfy the needs of their stakeholders (e.g. villages and councilors) as many
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as possible. This thinking is dangerous, in that it tended to result in scattering resources
over various issues and areas, as seen in previous DADPs. Thus, seemingly, their mindset
still remains the same, showing the lacks of strategic thinking and institutional capacity for

coping with political influences.
3.3.5 Roles of DFT/DADP expected by other initiatives
Interview with other initiatives hold the following expectations to DFT/DADPs:

* Smooth authorization for securing activities on critical path: LGA is expected to
identify, secure and maintain budget for some critical activities along VC such as QDS
procedure and registration of farmers associations (SIDO in Tanga, NAFAKA in

Morogoro).

* Program coordination: To coordinate the program of DADP-funded and programs of
other initiatives, such as MUVI (SIDO in Tanga Region, TAP in Monduli DC and
MIVARF in Meru DC).

* Enabling environment for coordination: Harmonization of products selected under
DADP and ODOP will create enabling environment for more active coordination from
both side. (A Dodoma regional office of SIDO has been active to propose activities
with LGAs but LGAs haven’t accepted them since selected products under DADP and
ODORP are different.)

* Finance introduction: Ward extension officers to assist/help farmers’ groups in loan

application forms to be submitted to banks (Techno Serve in Kyela)

* Group formation: Encourage farmers groups and associations to overcome production
and market challenges faced by individual/small scale farmers. (Techno Serve in
Mbozi and NAFAKA in Mvomero)

* Value addition: Training and education to farmers on value addition for produces.

(Techno Serve in Mbozi )

* Crop insurance: To take into consideration “risk hedge”. The concept of price or market
insurance is quite new and its benefits are not understood by the farmers and markets.

(Techno Serve in Mbozi )

* Price setting: LGA/DALDO is expected to have a proper control of auctioneers in order

to reduce black markets. (SHILDA in Iringa region)
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* Facility and infrastructure: LGAs are expected to facilitate storage facilities such as
cold storages and irrigation schemes (KPL in Kilombero and ULT in Lushoto).

While there are several expectations to DFTs/DALDO, a few initiatives unveiled hesitation
to work with the government especially in production requiring timely action. They pointed
out the cultural difference between private and public sectors regarding time management
and decision making (e.g. Oxfam/LBTIC in Lushoto).

3.3.6 Exit strategies by initiatives for project sustainability

Most of the initiatives/programs do not have a clear exit strateqy, losing the scope for

project sustainability.

There are two unique features of initiatives/programs in institutional arrangement. First,
many of them assign consultants or NGOs as an implementation or facilitation agencies.
They are functioning as driving forces for implementation. Moreover, the visited projects
under several initiatives have specific project duration of starting and ending which is often

short or medium-term, mostly 2 to 3 years.

These characteristics bring about some concern. Whereas the entry point approach of
these projects differs in terms of involving and sharing information among key actors, their
exit strategies are observed to be more similar to each other, in that the beneficiaries are
not clearly linked with the district experts for sustainability of the projects as most projects
under initiatives worked independently (NAFAKA-Kilombero, Techno Serve- Mbozi, TAPP-
Iringa DC).

At a point of phasing out of these projects, remaining will be the question on which institute
will provide expertise advice to sustain the project, considering that the districts experts
were not involved since the start of the project. The team further observed that most of
initiatives have no clear exit strategies hence they might suffer as far as the management

and sustainability for those projects are concerned.

For the purpose of having a sustainable project under initiatives, the exit strategy of a
particular project should be clearly indicated and information sharing among the
stakeholders should be emphasized and coordinated by DADP. The LGAs therefore,
should collaborate and share information with private sector or initiatives particular by
identifying who should does what and where. Such information should be shown and

included in DADP during the exercise of planning.
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3.4 Finding on enabling business environment or improving VC management

In addition to hearing from DFTs and other initiatives, the survey made interview with farmers
and the private sector on the issues of incentives/ challenges to work together for business and

of expected interventions by DFT/DADP to improve business environment.
3.4.1 Private business partners’ incentives/challenges to work with farmers

The private sector prefers to farmers’ group that can produce quality commodities.

It is understandable that the private sector (buyers) wants to have a large volume of quality
products from farmers. Farmers thus could give incentives to the private sector for
collaboration, if they work as a group and have techniques to produce the goods required
by them. These points were raised by some private partners in Lushoto, Kongwa and
Kyela. They imply that group functionality of farmers and high production techniques are

prerequisite to do business with farmers.

Challenges to work with farmers are the other side of the same coin. The milk processor
group in Meru DC stated that they suffered from adulteration of milk by farmers, who do
not know what are required by the market. Maize buyers in Monduli refused the idea of

contract farming, unless, they argue, the production becomes sufficient and stable.
3.4.2 Farmers’ incentives/challenges to work with private business partners

Farmers need transparent price setting to work with the private sector.

It is widely recognized that many farmers tend to be cheated by the private buyers. Behind
this is the fact that they do not know prices in other places or to other farmers or exact
volume of production for sale, even though it is their own produce. Some of farmers also
held concerns whether the price can reflect the quality. Transparent price setting is thus

raised as a major incentive/ challenge to work with the private buyers.

Farmers need proper finance to work with the private sector.

Another issue raised by farmers is of finance. Farmers and DFTs in Muheza, for instance,
pointed out the difficulty to break the relation with the middlemen: many farmers have to
rely on informal loan provided by middlemen to make a life but it forces them to sell
oranges at much cheaper price. Mvomero held the view that farmers were forced to sell
the produce when the price is low, because they have to return money to the bank
immediately after harvesting. These assertions indicate the need for intervention that

enables farmers to access proper financial mechanism.
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3.4.3 Roles of DFTs/DADPs expected by farmers and the private sector

Having provided the incentives / challenges on business management, the private sector

and famers are expecting DFTs/ DADPs to make the following interventions:

* Production: Technical training of farmers by extension officers (Kongwa DC) and follow-
up after training whether farmers practice what they have learned from training

(Mvomero DC); and stage sharing e.g., irrigation and storage (Kilombero DC)

* Group formation: Re-organization or activation of farmers’ cooperatives (Mbozi DC) and
the development or improvement of crop boards (e.g. for cocoa in Kyela DC and for
coffee in Mbozi DC).

* Price setting: Supervising buyers not to offer unfair prices (Mbozi DC, Kyela DC) or to
have a proper control of auctioneers in order to reduce black markets (SHILDA in

Iringa region).

* Finance: Facilitation of linkage with financial institutions including SACCOS
establishment (Mvomero DC) and introduction of Agricultural Windows in which DFT
is expected to act as a bridge between SACCOS and TIB instead of PASS ( Muheza
DC and Lushoto DC)

* Market connection: Promotion of potential crops such as sunflower, training on post-
harvesting / value addition, matching with buyers, provision of market information,
advertisement through media (e.g. Singida DC, Kilombero DC, Muheza DC Meru DC)

* Others/ Kilimo Kwanza: Electric power network (Muheza DC) and development of agri-

related inputs such as empty bottles (Lushoto DC)

4.0 Conclusion and Recommendation

This study has been undertaken with the aim of articulating i) the current status of DADPs along

VC, ii) experiences of other initiatives, and iii) implementation for the best mix of these two

regimes. In order to pursue the objectives, first, the study carried out general interviews with

other initiatives at central level (i.e. the DSM survey). This survey revealed that each initiative

had its own approach to promote VC development by creating incentive mechanism to

stakeholders. This finding provided us with an impetus to explore actual situations and good

practices at filed level. The study proceeded with the field survey that targeted the DFTs/ LGAs

where VC-related activities were examined vigorously, including other initiatives’ endeavors.
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While obtaining many facts and some positive perspectives, the study also brought about

concerns over coordination or complementary impacts at field level. It seems that many

approaches seemingly go there in a parallel way to each other. Following are the conclusion and

recommendations from this study.

41

Conclusion

In conclusion, the study found that DFTs followed the DADP Guidelines in terms of
procedures. However, their understanding of VC concepts is limited. And so will be effects
of interventions which they will implement from now on, provided that DADP funds are
disbursed. This observation can be justified by the fact that the most of the interventions,
even formulated through the VC planning process, are not significantly different from those
in previous DADPs, focusing on the production stage with no/ little consideration to
connectivity to other stages. Moreover, their grasping of the whole chain is not adequate,
missing such aspects as post harvesting (for value addition) and marketing. Major way of
collaboration with other initiatives or the private sector is information sharing. Although
some LGAs made good attempts to involve them in activities, their effectiveness is in

question or yet to be confirmed.

In the circle of other initiatives, there are implementing agencies (NGOs or consultants) on
contract basis who work on VC management and coordination. They play a vital role as a
driving force. They attempt to connect individual parts along VC with getting advantages of
each other. As such, their interventions (e.g. match making, input-coordination, and
finance-introduction) entail different natures from those in DADPs that tend to be stand-
alone. The interview with business entities and farmers, who are concerned with VC,
indicated that there are other issues than production to join the VC business.
“Connectivity” or “market orientation” is key works in the VC development. These findings
reveal that there is something that LGAs can/ should do more than production assistance.
This message becomes particularly important when taking into account the fact that the
interventions of other initiatives do not last for good. It is just a temporary measurement.
LGAs must take up the efforts of other initiatives by maintaining modality or sometimes by

involving other new partners.

Last but not least, while collaboration among stakeholders is attempted at activity level,
there is no clear coordination of programs/initiatives at district level. This coordination is
sometimes very complicated due to the influence of local politics, pre-determined

conditions of donors and the central government. Yet, one of the essential finding is that
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4.2

the LGAs have weak capacities for program coordination. This is much associated with the
fact that the LGAs do not have their own thinking on development with a long term or
strategic plan in mind. There is no need for LGAs to do everything but they can be a
coordinator for development, creating enabling environment or enabling management for

other stakeholders.
Recommendations

Having presented major findings above, this report concludes with the following
recommendations. These are actions mainly for NFT to enable DFTs to think how they can
enter VC coordination and management and how they do better in relation with other
initiatives.

To enhance the concept of VC management and coordination by showing inter-stage

activities

There are several activities that they (DFTs) can undertake by imitating other initiatives’
interventions. As some good practices are depicted throughout this report, they includes
match-making, input-coordination, finance-introduction (e.g. agricultural windows),
post-harvesting. Another example is that if the market is identified and requires high
quality products, then intervention to post harvesting or processing is more effective than
match-making.

To enhance the concept of VC management and coordination by showing collaboration
options

The understanding of the VC concept can also be enhanced by providing the options for
LGAs to collaborate with other stakeholders. They include stage-sharing, hard/soft
component sharing, and authorization arrangement. There are some good attempts
made by the LGAs visited, which can be on-going examples to others to enhance the
understanding. Prerequisite is the information sharing or situation analysis in the LGAs, so
as to know who can do what. The study has identified that SIDO might be an important

partner for LGAs to work in collaboration with DADP planning and implementation.

To enhance program coordination and market orientation in DADP process

One of the major findings of the study is that there is no coordination of
programs/initiatives at district level. Especially where other initiatives are taking place, re-

thinking is needed on the process of having a stakeholder meeting to select a particular
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commodity with DFT initiatives. Rather, as has been argued in many places of this report,

the strong initiative is required to coordinate various programs at district level.

Another missing element in DADP operation is market needs assessment or market
analysis. Participants for the stakeholders meeting or program-coordination meeting
should be not only from supply side (e.g. farmers, processors, other initiatives, NGOs, crop
boards) but also from the demand side (e.g. major buyers, hotels, and exporters). It is also

crucial to consider how much farmers can enjoy from the total value added in the VC.

By identifying what other initiatives are doing and/or what the market requires, thus, the
LGAs are automatically guided to select potential commodities. They can combine the

perspectives of both demand and supply sides with a wider view.

To provide LGAs with entry points (How can they start VC development?)

It might be acknowledged that the above recommendations deal with conceptual aspects
of VC management and coordination. It is then needed to have entry points that can make

the LGA take actions from the concepts. Some of them are depicted as follows.

Inter-program meeting where DFTs take initiative to invite all initiatives in the districts.
Discussion is to identify which programs have potential for expansion, what issues they
face in implementation, whether there is any scrambling to acquire resources, and how
they collaborate with each other, including the role of DFTs. Furthermore, good practices

can be shared among them.

Stakeholder meeting on a particular VC where the participants include all players in a
particular VC. Many other initiatives have a good experience of holding such meetings with
less cost (such as MUVI and TAP). DFTs can take part in them or follow their practices.
Buyers should be included in the meeting. Discussion is to find out critical pass, possibility
of stage sharing or hard/soft component sharing and the understanding of market needs.

To promote roles of LGAs in VC management

Following the stakeholders meeting, the DFT can declare its engagement by focusing only
what the government can do. Many other initiatives’ funders allowed them to intervene in
the whole VC process with sufficient funds. On the contrary, LGAs are required to select a
few interventions due to limited DADP funds. Therefore, LGAs need to select certain roles

of tackling key issues in VC management, and to use DADP scarce funds effectively
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through collaboration with other partners. Based on the findings, the following roles can be
suggested.

Authorization and other government arrangement: This is particularly important for
ensuring prompt arrangements e.g., registration of associations and QDS certification.
Without them, other VC activities would be struggled. DFTs can, after coordinating with
implementation partners (private sectors and NGOs), prepare necessary documents in
advance, make a plan with expectation of late fund disbursement and do lobbying to
decision makers or influencers. Another role of the government is linking with other
government services. The vouchers system for involving input dealers in demonstration

and the Agricultural Windows for rural finance are among others.

Improvement of the existing VC: With the concept of stage-sharing or hard/soft
component sharing, DFTs can explore the weak stage or connections along the existing
VC. After identify issues in the chain, they could employ external resources for particular
activities (e.g. technical advisers of buyer companies and other initiatives experts for
farmers training). This should be aimed not only to introduce new techniques but also to

lead business development between buyers and famers to be trained.

Expansion of the existing VC: Through the inter-program meeting and stakeholder
meeting, DFTs may identify the chain which is functioning well but still yet slim, involving a
few farmers and other stakeholders. In that case, DFTs can support its expansion. If it
turns out that the market is too small for expansion, for instance, they can facilitate match
making either by itself or by employing experts. Likewise if it is found that the production is
not enough, DFTs could promote farmers, e.g., through study tour and media. They may

also introduce finance to farmers.

Enabling environment: Another role of the government (LGASs) is to provide enabling
business environment for actors in VC, including linking with other government services.
For example, the vouchers system for involving input dealers in demonstration and the
Agricultural Windows for rural finance. LGAs are also anticipated to promote business
environment, such as market price information sharing mechanism, and fair trade

monitoring system.
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Support for organizing and strengthening smallholder farmers: So far, DADP
facilitated farmers to establish project management committee during the project
implementation period without long-term perspective of the committee’s management. In
order to benefit smallholder farmers, LGAs also expected to change their approach to
organize smallholder farmers and build their capacity with long-term perspective by
promoting scale of economy and increasing bargaining power. Within this approach,

extension officers are also expected to be trained to support farmers.

To assist LGAs in having their own policy/strategy for development

This is last but not least recommendation. Program coordination is of essential importance
to make various initiatives, including other programs and DADP-funded program, aligned
in an integrated way to development. At field level, it is the LGAs who should/can take this
responsibility. To facilitate good coordination, then it is prerequisite for them to have their
own views and strategies. Even in VC management, cautions in taking actions also should
be provided so as to consider the best option according to situation and commodities
targeted. For example, if the food security is of critical urgency, input-coordination or
finance-introduction is more important than marketing. Given existence of various players,
there must be “comprehensiveness” and “environment creation role” in the LGAs’ thinking.
This could be a basis of judgment. Only based on this, can LGAs coordinate various
initiatives by judging whether their activities and interventions are in right track for
development. It is for farmers in particular and communities in general. And inarguably,

this is the role of the government.

The way forward

In relation to the above recommendation, the following are DADP related issues (with time
frame) which should be considered by the ASLMs as the way-forward of implementing the

above recommendation for DADP VC perspectives.
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Time | The Issues Specific instruction Date Responsi
span ble
ministry/
institution
| person
. Asthe ASDP ll is stillata | PMO-RALG should Before | PMO-
preparation stage, instruct the LGAs to use Dec.30, | RALG
meanwhile the districts the existing DADP 2012
should have an interim Guidelines for FY 2013/14
plans for DADP FY and to observe their
2013/14 whereby the existing three years rolling
LGAs are supposed to plan and that the date of
prepare the plans for FY | DADPs submission will be
£ 2013/14 using the stipulated by PMO-RALG
o existing DADP Guidelines
q§> and the plan should
g reflect the 3 years rolling
E,C) plan
. The backstopping should | NFTs and RS should visit | Jan 14- | ASLMS
be done to all districts the districts before and 18,201 | NFTs and
where the NFTs and RSs | during the DADP planning | 3 RSs
will share information with | season of FY 2013/14
DFTs on interim DADP
plans for FY 2013/14 and
the report on DADP VC-
Fact findings study.
. The DADP Guidelines According to the DADP Januar | ASDP P&l
Review. VC fact findings study the | y-dune | TWG
review of the DADP 2013

Mid and Long-term
plan

Guidelines is inevitable for
sustaining the DADP value

chain need and for future
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use of ASDP II. The P&l
TWG has a mandate and

responsible to review the

Guidelines.

Development of DADP The materials will be Januar | ASDP-P&I

Value chain training useful for DADP planning | y- TWG

materials/modules ( for season of FY 2014/15 for | March

ToT) ASDRP II 2013

NFTs training on DADP Februar | VC-

Value chain package y- Expert/con
March sultant
2013

RSs training on DADP March- | ASLMS-

Value chain package April NFTs
2013

Dissemination of Revised June- PMO-

Guidelines for ASDP Il August | RALG
2013

DADP backstopping Sept- ASLMS-
Octobe | NFTs and
r2013 | RSs

33




References

Marketing Infrastructure, Value Addition and Rural Finance Support Program (MIVARF),

Program Design Report, Main Report.

Marketing Infrastructure, Value Addition and Rural Finance Support Program (MIVARF),

program implementation manual (draft report), June 2010.

Marketing Infrastructure, Value Addition and Rural Finance Support Program (MIVARF),
Eligibility criteria for selection of districts and regions, October 2012

Program coordination Team- Marketing Infrastructure, Value Addition and Rural Finance
Support Program (MIVARF), LGAs Proposal Evaluation Report, June 2012

Match Maker Associates Limited, Scoping Study on Value Chain Initiatives and Studies in
Tanzania for Irish Aid and DANIDA Final report, April 2012.

Match Maker Associates Limited, Value Chain Analysis of Rice and Maize in Selected Districts
in Tanzania -SYNOPSIS, Nov 2010

MUVI News letters-Iringa,2012

Rural Livelihood Development Company (RLDC), Survey on Diary Products Market in Tanzania
final report, 12 May 2010.

SAGCOT, Investment Blue Print, Jan 2011

Small Industries Development Organization (SIDO), Sunflower Sub sector/Value chain Analysis
Tanga Region, Validation Workshop Tanga, 25" June 2009.

Small Industries Development Organization (SIDO), Agriculture sector/Value chain Analysis
Mbeya Region,2012.

Southern Highlands Dairy Development Project (SHILDA)-Iringa Region: Planning of Livestock

Activities with villagers. The project experiences manual Series No 9-12.
TAP, Annual Progress Report 2010/2011, Sep 2011
TAP, Annual Progress Report 2009/2010, Sep 2010

TAP, Annual Progress Report 2008/2009, Sep 2009

34



USAID Tanzania Feed the Future, FTF TANZANIA UNIFIED BASELINE STUDY: SURVEY
PROTOCOL, Jan 2012

Kilongo Farmers Association (KIFAA)-Muheza, brief history, achievements and challenges of the
association, October 2012.

35



Appendix 3

Practical Instructions for Value Chain
(VC) Management
(Presentation Material)



5. Issues frequently observed in VC management




Write-ups.
* But the DADP quality assessment and the VC fact

finding study have found that many LGAs followed
the procedures but yet fully understood VC concept.

recommendations for improving the LGAs’
approach in VC development (next slide).

* We hereby present several practical steps to
implement these recommendations.




Government (authorization: licensing, fair trade monitoring)

* To create enabling environments in which private sectors or
donor programs perform well (infrastructure, regulation)

* To take into account market needs.

* To empower farmers’ organizations more than the role of the
project committee. (enhancing capacities for longer-term)




not traders or retailers.




v Producing and marketing a commodity that improves
operating efficiency in the supply chain (easy for
processing, easy for packaging, etc.).

v Producers owning assets for further processing
commodity. (meat-processing, rice milling)

emands.

v Don’t think LGAs have to do everything. Think
how to collaborate with other supporters (e.g.
other initiatives, NGOs and private sector). Act as
a catalyst or coordinator, not as an implementer.




(What kinds of VC do you want to develop?)
Step 4: Identify bottlenecks to achieve the After VC

( What prevents transformation from Before to
After?)

Step 5: Identify measures taken/planned by DADP and

its partners (Who does what ?)

ommodities’ prices (which should be examined carefully,
e.g., reviewing the gross margin & cost-benefit analysis. If
the prices tend to decline seriously, re-consider!)

. Resource availability or accessibility (e.g. financial/ technical,

facilitation, suitable agronomic conditions).

Degrees of alighment with the Strategic Plan or other
priorities e.g. commodity and beneficiaries

Others (Think yourself).




Program/
Players

CON:1
Commodity
potential

CON:2
Resource
availability

CON3: Potential for
District Success
P@W

MUT Ltd. (value
Addition)
Potato WX (NGO) Mid Mid Mid
Crisp (Value Fin : DADP
addition) Tech/Fac: District

Who specifically provides inputs to them?




. Beneficiary
Current player with names Stage

Distribution Traders (M

r. MNO)

Processing
(Cherry to  |PQR Processing Company -
Parchment)

Marketing STU Auction Warehouse -

achieve with DADPs/ other programs.

* To know what to be achieved, think of how
beneficiaries increase value




Before After
Value Target Value
Ve (Tsh/ kg) e (Tsh/ kg)
ABC DEF ABC DEF
Dealers Seedling Dealers seedling
1 1 2 /9
Production Farmers in L0 200
Benefici > 4 )
( e;z (e:;ary G. H,! Villages <\£O\F Farmers in 5 (
g 1 = 500 G. H,! Villages v 1,200
M & 500 with Central \\/\r
Bfr: Distribution Traders Pulpery Unit
Afir: Processing Mr. JKL/ MNO (CPU)
I N 800 1,400
Y Z 1 800 v 1,400
Bfr: Processing PQR Transporter
Aftr: Distribution Company Mr. ??7?
; | 1,700 < 1,700
v 2 v <
STU Auction 1,700 STU Auction 1,700
Marketing Warehouse Warehouse
J’ > 2,200 J: D 2,200

(1)Input from the last stage

(2)Production/ Service

(3)Sale to the next stage.

* Analyzing (1) and (3) means examining “Connectivity”

to the last/next stages.




Stibgi Bottlenecks to achieve After VC
(Aftr)|  (Aftr) (Not only weakness but also overlooks of the potentials)
Think
Connectivity!! lijoas ’ 3) Oply informal. finance available to buy fertilizers and chemicals
4) High costs of inputs
Produ 60 Farmers | Production 5) Inappropriate chemical use
ction/ G.Hand1 6) Individual-based production
Procesvi’llages Processing 7) Do not have CPU
sing 8) Do not know how to process coffee cheery with CPU
Sale 9) Do not know the .quality requirements for high grade classes
= 10) Do not know reliable transporter
Distri Mr. 277 Inpgtd 11) Maybe buy parchments from fart.ners with low prices‘
o e Service | 12) Rough road from CPU to the main road to STU Auction Warehouse
Sale
Mark STU Input  |13) Do not know the coffee from G,H, I villages in X distrcit
tﬁfgeAuction Service
Warehouse Sale

component sharing between DADP and its
partners.
* If there are bottlenecks with no measures

undertaken or planned, they are “missing parts,”
to which the LGA should look for solutions.
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i{z}éer;s Bottlenccks Measures undertaken or planned by DADP and

its partners

, H and | 7) Don’t have CPU 1 7) Establishment of CPU (DADP)
I villages | 8) Don’t know how to process with CPI{ 8) Training on CPU Operation (SIDO) 1

9) Don’t know quality requirements 9) Study tour to Auction Warehouse (JICA)

10) Don’t know reliable transporters 10) (No measures undertaken) Missing
1]
Mr. 927 11) Buy products with low prices 11) (No measures undertaken)J M parts '
" |12) Rough road 12) Rehabilitation of road (LGDG)
STU

|Auction | 13) Don’t know coffees in GHI villages |13) Promotion during the Study Tour (JICA)
|Warehouse

Stage Sharing with MUVl = — — - Component Sharing with SIDO

done, e.g. requesting the STU auction warehouse to
introduce good transporters or looking for farmers
who have a truck.

v'If there is no solution for missing parts, the chain is
broken. Need to reselect commodity (Step1) or
restructure the After VC (Step 3).




Case 1: Don’t know how to collaborate with stakeholders.

* For private sectors, reflect their needs (e.g., by
establishing a collection center where convenient to
buyers, not to farmers only :Meru DC); finding win-win
situations (e.g. the demo plots for which inputs are
provided by dealers : Monduli DC).

* Match making by introducing trainers, financial
supporters, buyers to beneficiaries.(This is important!)

Case 2: Cannot think of measures against bottlenecks.

If due to unfair trading, consider the government
authorization e.g. trade licensing or introducing the
standard unit measure.

v'If due to weak negotiation or insufficient supply amount
of produce, consider enlarging farmers’ organization to
make them a single big player (for joint marketing).

v'Seek possibility for producers to do processing (e.g.
cassava flour, rice milling, dairy products)

12



Case 2: Cannot think of measures against bottlenecks.

v'Consider collective use of machines, transport means,
and warehouses to reduce transaction costs.

13



Appendix 4

Comprehensive and Strategic DADP for
Value Chain Development
(Presentation Material)



Comprehensive and Strategic DADP
for
Value Chain Development

Beyond Production Towards Market!
DADP P&I TWG/ JICA-RADAG

Background

e ASLMs have been developing ASDP-2.

* |[n ASDP-2, DADP remains as a tool for LGAs to
undertake agricultural development at local level.

* Whilst ASDP-1 provided grants to farmers, it is high
time to move to another stage for resource
mobilization, i.e., by involving other various actors
(e.g. Other programs, NGOs, Private Sectors and
Financial Institutions) in DADP.

* DADP is expected to utilize such various resources
strategically in order to direct farmers to develop
the Value Chain (VC) on priority commodities.




What is Comprehensive DADP?

e Comprehensive DADP = DADP mobilising available
resources to achieve objectives through
collaboration with various stakeholders (e.g. Other
programs, NGOs, Private Sectors and Financial
Institutions).

* |tis the Concept of Resource Mobilization.

* The concept of comprehensive DADP has been
there but has never been operationalized.

* Good practices include:
»Demo plots with private input companies
» Connecting farmers to financial institutions (Fls)
» Input assistance from buyers
»Programme Coordination Meeting

What is Strategic DADP?

 Strategic DADP = DADP making the best use of
available resources to achieve objectives (Prioritzation).

* Itis the Concept of Resource Utilization.
* Examples include:

» Focus on priority commodities (rather than dealing
with various commodities)

»Know what should be improved first, through market
survey (rather than doing “A to Z”)

» Using the existing resources for VC development
(including farmers groups and infrastructures
developed under ASDP-1).

»Combining hard and soft components.




How can Comprehensive and Strategic

DADP be used for VC development?
* VC Analysis

— ldentify bottlenecks at each stages of VC through
Before/After comparison

* VC Management

— ldentify which existing stakeholders support which

stage of VC (i.e., Mapping such supports along the VC).

— Allocate limited resources of the government to missing,
critical, or potential stage of the VC.

— Allocate resources of other stakeholders (including new
comers) to missing, critical or potential stage of the VC.

Examples of VC Analysis and Management ( VC for Irish Potato )

V& VC Analysis VC Management
Stage VC (Before) VC (After) Bottlenecks Existing Programs Selgﬁ:gg e
4 N\ Improved varieties cIp No
(including storing techniques)
Agro-input Agro-input Tp— py—
dealersand dealersand se of fertilizers and chemicals
K] lending lending (expensive or fake) (Nons) e
g_ institutions institutions
= Soil degradation Seliani Research Insti. No
N—
1 1 Loans and insurance (None) No
& | rames Y | rarmers groups ) [Irrigation facilties DIDF (FY2012/13-14/15) No
2
< ~ P Improved techniques _
o : - : Il Group collection I /technologies TAPP-USAID No
1 Imme
i tharvest 1| || cmmm—————
= | postharvest | s 1 | |collection centers DADG (FY2012/13-14/15) No
| S . I Selectionand
2 1
s Yoooooomoes ’
f‘;) Fommmomoen N Organization of farmers
g 1 i (group collection, selection, and |(None) Yes
1 Group shipment 1| |sale)
2 Transporters/ | | | Moo !
E § mia;emen \ ) Farm-to-market roads District Road Project No
~—————
o
g None but not so critical at
e Warehouses ( . No
8 this moment)
Whole- Whole-
salers salers
= Local
= market 3
L Access to markets (None) Yes
]
= Consumers in bigcities




What should we do for FY 2015/16?

1. Clarify the priority commodities

2. ldentify various stakeholders regarding the commodity
VC and clarify their role in DADP/ VCD
implementation .

. Mobiles resources from various sources

4. Clarify the connectivity among the interventions along
the VC. Don’t make it stand alone.

For WHAT “To procure tractors”?
For WHAT “To rehabilitate road” ?
. Improvement of “how-part” in implementation

* Knowing Good Practices from the experieaces
N We are here
Apply them M},\rg

What should we do for FY2016/17?

1. Look for and list-up all possible sources of resources
Resources: funds, knowledge, technologies, equipment
Organizations: private companies, Fls, public institutions, NGO.

2. Create enabling environment for private sector involvement.
*  Preparing district profile on investment opportunities
* Compiling information on/ Assessing the existing FGs
* Endorsement of farmers/ FGs to private sector and vice versa.
* Assist farmers/FGs in obtaining title deed and audit reports.

3. Carry out market survey and find out market needs.

Select and focus on a few commodities i.e., most potential ones.

5. Carry out VC analysis
* Identify bottlenecks at each stage of the chain
* Map the supports rendered by existing stakeholders
* Find out critical points of the chain




What should RS do in backstopping LGAs?

6. To formulate DADP with a mid-term consideration (e.g. 3 years).
Make sure that their DADPs address to
*  Priority commodities
* Comprehensive resources and supports of all stakeholders.
* Combination of hard and soft components: Remember that
building a facility alone cannot bring development.
* Not only production but also other stages e.g. marketing
=> Use the improved format from the beginning of the planning?

7. Make bridging/ matching btwn. potential organizations and
farmers/FGs

8. Train farmers/FGs in record keeping, business planning and loan
application.

9. Carry out development activities, using the existing resources (FGs,
infrastructures, etc.)

What should RS do in backstopping LGAs?

10. Coordinate with various stakeholders, through regular and ad-hoc
meetings, to enhance information sharing, bring supports to
missing or weak points of the VC, and then create harmonized
effects. This is VC management !

ASANTE SANA
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1.0 Introduction

1.1 Background

Japan International Cooperation Agency (JICA) has been active in supporting agricultural sector of
Tanzania. In recent years, JICA has been one of major supporting members of the Agricultural
Sector Development Programme (ASDP), which is an overarching development programme for
Tanzanian agricultural sector. Under this overall support, JICA took special initiative of the
Technical Cooperation for Strengthening the Backstopping Capacities for the District Agricultural
Development Plan (DADP) Planning and Implementation under the ASDP. This Technical
Cooperation Project started in March 2009 and completed its first phase in March 2012. The
second phase started since August 2012 and expected to continue for 4 years until July 2016.

This Project has specific focus on capacity building of the relevant government organizations
including national, regional and local governments. In addition, as DADP is increasingly required to
strengthen its value chain (VC) aspects for accelerating rural commercialization, the Project has
incorporated especially in the second phase to carry out pilot support activities in three LGAs with
specific actions to develop value chain of a few commodities. The support activities also aim at
strengthening farmers’ group formation and its business skills.

Currently the three selected LGAs and their commodities are as follows:
1) Kilombero District Council: Rice
2) Lushoto District Council: Irish potato, and
3) Mbozi District Council: Coffee

So far JICA is completing first supporting activities in the three Districts such as market survey by
farmers group, study tour to successful organizations of other Districts, etc. From August 2013 to
June 2014, JICA will expand its activities in the three Districts by deepening the engagement with
farmers and District officers.

Match Maker Associates Limited (MMA) was approached by IDCJ/JICA-RADAG to offer technical
support in the review of the three sub sector/value chains in the three pilot districts and
thereafter support each District Council and RADAG in the action planning for the proposed
interventions. The remainder of this report summarises the objectives of the exercise, the outputs
and proposed action plan.

1.2 Objectives
The tasks conducted in this exercise were undertaken with close collaboration and consultation
with LGAs, National Facilitators and IDCJ/JICA-RADAG. Major tasks undertaken included:

Phase 1: Review of the Value Chain Analyses (VCAs) conducted by the LGAs for DADPs 2012/13

(i) Preparation for the review of VCAs using the method of Training Needs Assessment.

(ii) Identification of gaps in the current review data and reports in the respective LGAs.

(i)  Undertake review exercise in close collaboration with LGAs staff, NFT members and
IDCJ/JICA-RADAG

(iv)  Support the exercise of proposing short, mid and long-term perspectives, a road map that
consist of a series of interventions, including the pilot activities, in order to achieve the
value chain that each LGA intends to realize.

(V) Based on the road maps, identification of feasible measures for the short and middle terms
(up to FY2015/16), which allow to complement or enhance the on-going or already-
planned pilot activities in order to address the bottlenecks effectively.

(vi)  Through (i) to (v), to transfer the knowledge and skills of the VCA to the counterparts of the
Project.

(vii)  Preparation of Draft VCA Review Report for each pilot district, which summarizes the

activities from (i) to (vi).

Phase 2: Action Planning (AP)
(viii)  Presentation of the findings of the Draft VCA Review reports to key stakeholders in each
pilot district and then to build common understanding over the links between the
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upgrading measures and the on-going and planned pilot activities and over the mid/long
term perspective (i.e. road maps).

(ix) Incorporation of the stakeholders’ feedback and further define the institutional, financial
and technical arrangements for taking actions.
(x) Development of the action plan

(xi) Preparation of the Draft Final Report for each pilot district, which summarize the activities
from (i) to (x), i.e., combing the results of VCA review and the action plan, and

(xii)  Finalize the reports after incorporating comments from the LGAs, National Facilitators and
JICA-RADAG and then submit Final Reports to IDCJ/JICA-RADAG.

1.3 Approach and methodology

As a product moves from the producer to the consumer, a number of transformations and
transactions take place along a chain of interrelated activities, and value is added successively at
each stage of the chain. In this review exercise, value chain analysis methodology is adopted. The
term value chain is used to characterize the set of interconnected and coordinated links and
linkages that take place as a product moves from the primary production unit to the final
consumer. Kaplinsky and Morris (2001) define the chain as the full range of activities that are
required to bring a product from conception, through the intermediary stages of transformation,
delivery to final consumers, and final disposal after use.

This methodology specifically involves:

a) ldentification of the outline of the chain and the position of the various economic agents
within it (primary chain actors) - all who contribute to production, transformation and
marketing of the final product(s);

b) Identification the roles and functions of these actors, including those who perform multiple
roles;

¢) Grouping sub sector/value chain actors into categories, which are homogeneous from the
point of view of economic, technical and/or socio-economic analysis;

d) Mapping interactions among agents;

e) Visualizing the flows corresponding to the activities of the chain actors both in movement of
products and money;

f) Mapping key policies and institutions along the value chain that influence the functioning of
the chain; and

g) Establishing key drivers, trends, and issues affecting the sub sector/value chain and it actors.

Understanding how the sub-sector can become more competitive requires a systemic view of the
markets, and the participants that comprise them. Improving the competitiveness of the sub-
sector in a meaningful way requires a framework that examines the fabric of relationships
between participants in the sub-sector to identify and prioritize the opportunities and constraints
to improving industry competitiveness.

This review exercise used four kinds of data:

(i) Interviews with key primary chain actors;

(i) Farmer focus group discussions (FGD) were conducted with producers;

(iii) Interviews with key stakeholders including traders, aggregators, processors, government
agencies, development practitioners and consumers where possible.

(iv) Secondary literature review of key documents on the sub sector in Tanzania, region and world
context. A number of previous sub sector studies and key Tanzania agricultural policies were
also reviewed.

The core team of LGAs and NFT staff initially attend value chain development (VCD) appreciation
training workshop in Morogoro from 16" to 19" October 2013. This training helped them to
conceive the value chain analysis concept and help them to participate actively in the review
exercise. Review exercises were followed by action planning in each of the three pilot districts on
the following dates:
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e Mbozi District — 21° October 2013 — 1°* November 2013
e Kilombero District — 11" — 22" November 2013
e Lushoto District — 2™ — 14" December 2013

The consolidated report was completed by 18" December 2013.

14 Limitations

The resources in terms of time and finance available for conducting these reviews were limited.
There was no opportunity to capture perception of a broad spectrum of smallholder farmers, rural
and urban traders, wholesalers and retailers as well as service providers. The study would have
benefited from exploring sub sector dynamics in other regions of Tanzania. Because of the
resource constraints the methodology relied heavily on secondary data and discussion with few
carefully selected key informants (government agencies and development practitioners active in
the sub sector of focus), traders, inputs suppliers, aggregators, processors and marketers.

Value chain analysis is an expertise that cannot be acquired fully by undertaking one quick review
exercise and therefore more time and exercises will be required to help district and national team
to improve their analytical skills.

Despite these limitations, the assignment generally was accomplished successfully. This report is a
useful guide for LGAs, National Facilitators and JICA-RADAG towards implementation of the
project interventions.

15 Report layout

The first chapter (above) presented introductory information about the exercise. Section two
below is sub divided into three sub sections Section A, Section B, and Section C for each of the
pilot districts namely Mbozi, Kilombero and Lushoto respectively. For each sub section, chapter
one presents the reviewed sub sector map that brings up all key actors, functions and dynamics.
Chapter two gives highlights of major constraints and opportunities. Chapter three brings up
proposed interventions and business models and essentially chapter four is the summary of key
observations and recommendation to JICA-RADAG.. Annexes are provided at the end of this report
for further details of the review, useful contacts and itinerary and proposed draft action plans for
the three pilot districts.
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SECTION A: MBOZI DISTRICT COUNCIL — COFFEE
Al Reviewed Coffee Sub Sector Map and Dynamics — Mbozi District

A.1.1 Coffee Sub Sector Map
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Figure 1: Coffee Sub sector map - Mbozi District

A.1.2 Profitability and sensitivity analysis

During this exercise, participatory gross margin analyses were made with sample of seven (7)
producer organisations. The detailed analysis for each group is presented in annexes and table 1
below brings up the summary of emerging trend.

Table 1: Sensitivity analysis of profitability of coffee parchment - Mbozi
Yield (kg of coffee parchment/acre)

Price/kg of coffee parchment 200 250 270 450 500 900

2,200 -64% | 10%

2,400 17%

2,500 -78% | -28% 21% | 29% | 36%
2,800 -57% | -14% 37%

2,900 11% | 45%
3,400 -39% 1% 44%

Most farms have traditional variety, which is prone to coffee berry disease (CBD) and coffee leaf
rust (CLR). Most coffee trees are over 30 years old and coffee parchment yield is below
0.25Kg/tree on average. Despite knowledge of GAP, most farmers, there is deficiency in husbandry
practices.

Consequently, most producers do not break even when selling their coffee parchment because
their yield is less than 0.5Kg/tree. Even at TZS 2, 200 /kg of coffee parchment, producers could
break even if their yield is not less than 1.0Kg/tree.

13



A2 Constraints and opportunities analysis

Summary of highlights of major constraints and opportunities in the coffee sub sector in Mbozi

District are presented in table 2 below.

Table 2: Constraints and Opportunities in the coffee sub sector in Mbozi District

Constraints Opportunities

Input Supply

e There is serious shortage (availability and
access) of coffee improved seeds and seedlings
for farmers.

e TaCRI has limited resources to produce enough
improved seeds and seedlings that can be used
for commercial multiplication by licenced seed
producers.

e Smallholder farmers perceive inputs to be of
very high prices and this limits rate of usage
and resulted in low yield and consequently the
vicious circle continues

e Some farmers have very limited knowledge
about the right type and usage of fertilisers
and agro chemicals and thus misuse and
management could be detrimental to their
crops and farmer’s own health

e There are cases of unethical distribution of
counterfeit inputs (fertilisers and agro
chemicals) — since they are ineffective the
result can be up to full lost of crop at farm level

e There are signs of soil exhaustion in several
localities but there has not been deliberate
effort to undertake localised soil analyses to
identify the right type and quantity of inputs
suitable for the specific context.

e Most agro dealers are not aware that they can
access AGITF through Mbozi District Council
and thus they don’t keep enough stock.

e Farmers’ lack information about options,
availability and access to finance to get inputs
timely for the coffee production

The R&D breakthrough in production of improved seeds
and seedlings give room for farmers to rejuvenate existing
farms and expand to new farms.

The improved varieties (seeds and seedlings) that are
resistant to diseases and offer high yields of up to 3 -5 kg
parchment per tree.

The fact that some individuals and farmers’ groups are
starting to undertake the commercial multiplication of
seedlings gives opportunity to build on. TaCRI is ready to
support three (3) licenced seedling producers in Mbozi
District and this is an opportunity for the Mbozi District
Council to build upon.

Some inputs distribution companies (YARA mobile clinic);
coffee marketing companies (UNYIHA, GDM) and coffee
farmers’ groups (Mpogolo) are getting organized to
ensure timely availability and access of inputs e.g. using
brochures for awareness campaigns, demonstration plots,
loans, etc.

TPRI and TFRA should become more vigilant in eliminating
all possible routes of distribution of counterfeit agro
chemicals and fertilisers respectively.

Agro dealers and licenced seed producers are able to
access loans from Agricultural Inputs Trust Fund (AGITF)
through Mbozi District Council so that they can have stock
of inputs/seedlings for farmers.

Farmer organisations could undertake collective
procurement of inputs at competitive price from
supplier/distributor.
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Constraints Opportunities

Production management

Coffee production in Mbozi is predominantly rain-fed
agriculture and there are uncertainty in outputs and in most
case influence the yields. Climate change has compounded the
problem and the yields are going low.

Limited availability and access of water influences the level of
supplementary irrigation and yields are going low.

Traditional coffee varieties are aged and prone to diseases
(CBD, leaf rust disease, etc.) consequently they give low yield
averaged at 0.25kg parchment per tree and at times loss of
more than 50% of crop.

Absence of deliberate initiative to multiply seedlings limits
availability, access and adoption of improved varieties by
farmers

e Conservation agriculture techniques have
been tested and are available to respond
to climate change (e.g. minimum tillage,
agroforestry technology, etc.)

e Presence of water sources (springs and
rivers) gives opportunity to adopt water

conservation and management
techniques such as water harvesting
dams and  water pumps  for

supplementary irrigation.

Constraints Opportunities

Market access

Most producer organisations (AMCOS, groups) are weak, | o
small and fragmented consequently find it difficult to
access useful and timely market information and | e
markets.
Poor agronomic practice, processing and post harvest | e
handling influence the quality of coffee parchment and
consequently producing low quality grades after curing.
Limited water availability and processing equipment | e
(pulping machines) reduces further the quality of coffee
parchment and green coffee.

Most smallholder farmers lack savings culture and
consequently sale  most of  their  coffee
cherries/parchment to moneylenders during the harvest | o
season to meet their urgent family needs and repaying
their loans (Kata Kichwa). This results in getting very low
price and even making it difficult for them to invest in
the next production season.

Existence of long chain of brokerage service during | e
bulking, trading and wholesaling of coffee parchment
reduces the share of the profit that the farmers get.

Lack of predictability in the market (volatile global price, | o
auction price) increases the level of uncertainty in coffee
trading. Poorly skilled producer organisations (business
management) worsen the situation leading to higher
transaction costs and reduced competitiveness of the
sub-sector. .

There is demand of Tanzanian coffee in the
global market (USA, Europe and Japan)

Huge potential to improve quality of parchment
through central pulping unit (CPU)

Existing investment dynamics (CPU and curing
companies in Mbozi and Mbeya City) offering
good pulping and curing services.

District agriculture officers and TCB official are
vigilant and undertake thorough inspection for
each coffee loaded vehicle entering the curing
factory and this helps compliance by most
producers.

Some companies are willing to strengthen
relationships with organised producers (AMCOS,
groups) through offering embedded services
such as pre-finance of inputs (e.g. GDM),
primary processing and extension service (CMS).
There is opportunity to explore and pilot
contract-farming (CF) arrangements with coffee
marketing companies (CMS).

There is an opportunity of small coffee farmer
groups to unite to reach critical mass (at least
50MT parchment) to be able to participate
actively in the auction and thus fetching higher
price

There is growing opportunity for direct sell of
high quality green coffee especially for niche
sustainable coffee markets that will enable
farmers to obtain higher profit margin.
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Constraints \ Opportunities

Organization and management

Most producer organisations are small and weak
commanding low volume and unable to participate in the
auction and consequently obtain low price

Most producer organisations are less competitive in the
market because they are disorganised and with (very)
poor business management skills resulting in becoming
less successful compared to large farmers and coffee
marketing companies.

(Too) Few smallholder farmers’ organizations (groups,
AMCOS) have capacity to implement collective actions
for production processing and marketing, most farmers
are unorganised or have weak organisation resulting in
limited management capacity.

Under-utilization of existing national and local apex
producers’ organizations (MVIWATA, TCCIA, MVIKAMBO,
MBOCU, Isayula Cooperative Union, etc.) limits
possibility of smallholder farmers to benefit from
capacity building support for improved performance of
their agribusinesses.

Poor performances/management of some of the
producer organizations affects the perceived benefits of
individual farmers

The current approach to organise farmers s
predominantly “top-down” in the essence that farmers
are encouraged to form AMCOS whereas discouraging
groups/associations.  This approach may influence
sustainability of such farmers’ organisation.

e There is

e Existence of cohesive producer organisations

(lyula AMCOS, Mpogolo Coffee Group, etc.)
shows possibility of strengthening producers’
organisations.

e Some smallholder farmers have started to be

organised and others are reviving their weak
organisation and this is great opportunity for
government and development partners to build
on these initiatives

e Demonstration plots, SACCOS and village-based

financial service structures e.g. VSL, VICOBA — if
properly supported — can help to improve
cohesion, production, quality and access to
market.

e Existing of business models and management

structures (Peoples and Mpogolo coffee groups,
Ilyula AMCOS, etc.) and informal contract
farming schemes (e.g. GDM) could be
strengthened and replicated.

evident opportunity that for
sustainability both AMCOS and
groups/associations could be promoted and
become sustainable.

Constraints Opportunities

Product development / Technology/infrastructure

Use of traditional seeds with little production | e
potential and capacity of response to fertilizers
adoption and usage limits yields

Under-utilisation and/or misuse of fertilizers results | e
in low yield.

Despite availability of knowledge and extension
service at farm level, insufficient adoption of good |
agronomy practice (GAP) reduces productivity and
yield.

Inappropriate processing practices (low quality
equipment and limited amount of water) reduce | e
further the quality of parchment and consequently
income and profit.

Low uptake of improved seedling multiplication | e
technologies, post harvest management and
processing technologies reduces productivity,
production, yield and profitability.

Access to some villages and to the farms is difficult
due to poor condition of feeder roads and it is | e
expensive for farmers to transport their produce to
the market resulting in reduction on their
profitability

The presence of Tanzania Coffee Development Trust
Fund (TCDTF) is good opportunity to support R&D
and dissemination of the research findings

Existence of improved coffee varieties gives
opportunity for farmers to adopt and improve their
productivity, production and income.

Existence of various initiatives for the training of
farmers on GAP (INADES (BFTW), etc.) give room for
DAICO extension staff to forge cooperation and
partnerships with providers.

Existence of successful producers’ organisations
using modern CPUs give opportunity for others to
learn and adopt.

Existing support for the importation of processing
equipment and technicality for the improvement
and maintenance of the equipment (e.g. PENAGOS
and PINHALENSE) give room for new practitioners to
build on good practice.

Through DADPs there is room for farmers to lobby
for government to maintain feeder roads regularly.
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Constraints \ Opportunities

Policy and regulatory environment

Access to Agricultural Inputs Trust Fund (AGITF) is
useful facility but repayment rate in Mbozi district
has not been encouraging and AGITF is becoming
hesitant to support more borrowers.

Coffee is not priority crop in the current
government initiative of big results now (BRN) and
the crop may receive less attention in agricultural
development resources allocation at national level

Political interferences (national and local) in
activities aimed at generating agricultural
development may be detrimental to enhancing
competitiveness of smallholder farmers and
sustainable development of the coffee sub sector.

Coffee seedling multipliers are not following
technical procedures and are not licenced and this
is contrary to set regulation and consequently their
seedlings do not give good (expected) yield

Existence of several policies, guidelines and strategies
aimed at guiding agricultural development actions
(Agriculture  Policy 2013, Land Tenure Act,
Cooperatives Act/Bill, TCB Act, Seed Act, ASDS/ASDP,
DADP2 - draft, Coffee Industry Development Strategy
2011 - 2021, etc.)

Existence of several different models of agricultural
policy development e.g. MKUKUTA, Kilimo Kwanza,
etc. give room for practitioners aim at enhancing
competitiveness of coffee production and marketing
in Tanzania.

Existence of Land Tenure Act defining the process of
attribution of land ownership titles and existence of
experiences of attribution of land ownerships is
evidence that smallholder farmers can still formally
own their land and make long-term investments.
TaCRI owns improved varieties “breeder’s right” and
able to give licence to seed producers who will follow
scientific seed production and multiplication
procedures.

Constraints Opportunities

Finance

Insufficient presence of viable and efficient financial
services at producer levels e.g. VICOBA, SACCOS,
village savings and lending (VSL) groups, micro
finance institutions (MFIs) limit availability and
access of finance to smallholder farmers and their
organisations

Land tenure problems: most smallholder farmers do
not have information regarding procedures to
obtain title deeds for their farms and the
responsible government authorities have limited
capacity to reach all farmers and this limit collateral
at farm level for access to loans

Limited guarantees by smallholder farmers SME
millers and traders prohibit them from accessing
loans from commercial banks.

Insufficient crop insurance services makes
smallholder farmers over exposed to risk related to
climate change because most of maize smallholder
farmers rely on rain fed agriculture.

Commercial banks offer loans with high interest
rates that make impossible for smallholder farmers,
traders and SME millers to afford.

(Too) Slow evolution of the commercial banks to
support agriculture, agribusiness SMEs increase
entry barrier by SMEs in agribusiness such as coffee
producer organisations (AMCOS, Groups) thus most
have not managed to actively participate in
auctions and direct marketing.

VICOBA have been successful at farm level in some
places in Tanzania and there are 16 VOCOBA groups
in 4 wards in Mbozi - this is good opportunity to
replicate and learn from others experience to the rest
of 14 wards.

Presence of NGOs (e.g. INADES) promoting income-
generating activities (IGAs), VSL and VICOBA in 4
villages (Msanyila, Itepula, Haraka and Nyimbili) gives
room for replication of these initiatives.

New agricultural services set up by big commercial
banks (NMB Juhudi and CRDB Agricultural
Foundation) to contribute to the development of
agricultural and small entrepreneurship give room for
coffee producers’ organisations to access working
capital (e.g. Peoples Coffee Group).

Presence of agriculture AGITF may give room for
producer organisation to access loans for setting up
CPUs

Many funds available from different donors, non-
bank financial institutions and commercial banks to
develop innovative financial services/products at
grass root level such as AGITF, SME Impact Fund (SIF),
and research development e.g. TCDTF.

Existence of experiments of crop weather insurances
e.g. Micro Insure gives opportunity to Mbozi district
to pilot in some villages.
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Constraints Opportunities

Environmental concerns

Climate change has negatively affected availability of water in
coffee production and processing resulting in low yield and
quality.

There is limited effort for environmental conservation among
local community and public sector e.g. tree planting
campaigns, By Laws to prohibit business of fire wood, etc.

Soil and water catchment conservation
practices (e.g. tree planting, protection of
water sources, rain water harvesting,
water management) will reduce the extent
of effects caused by climate change.

Enabling environment

BDS market is underdeveloped and most smallholder farmers
are used to free services and “hand outs” and this makes it
difficult to develop market for critical services and making
farmers be ready to pay for such services for sustainability.
Most farmers do not perceive their farming as a business and
thus do not seriously undertake profitability analysis and
make informed decision to invest consequently they don’t
invest sufficiently to get decent return on investment.

Coffee levy collected by district council is not ploughed back
to support coffee development in the district and thus the
productivity and production has been decreasing year after
year.

Experienced development practitioners
have developed and tested business
models that promote market development
of services and this give room to new
development practitioners to build on and
avoid distorting the market.

Training on farming as a business will
influence change in farmers “mind-set”
and this will result in more economically
viable farming businesses

Gender and other social and cultural factors

Poverty is internalized: people get more support by claiming
their poverty than by claiming their willingness to invest / be
autonomous hence they are more used to consider
themselves as poor / unable / etc.

Development programmes are more oriented to support poor
and producer groups rather than supporting entrepreneurs
although supporting individual entrepreneurship is the more
sustainable way to help people getting out of poverty.

Poor working conditions for skilled and unskilled labourers in
coffee production (e.g. application of agrochemicals),
aggregation (sorting and cleaning) and processing negatively
affect the labourers’ health and wellbeing and consequently
reduce their productivity and income on a long term.

Most smallholder farmers do not depend entirely on coffee
farming for their livelihood due to low productivity and
production implying most of them are engaged in non-farm
income generating activities some of which are dangerous to
health and security of their own and their family members e.g.
as hired labour in hazardous working environment such as
small mines, local brew trading, etc.

HIV&AIDS endemic is challenging the labour force required in
coffee production and marketing.

Mbozi district coffee producers are
predominantly youth and people under
age of 50 years, this is a huge work capital
necessary to develop the sector.

There are initiatives (e.g. by FAO and ILO)
to promote rural employment & decent
work (RE&DW) aiming at moving towards
minimising decent work deficits in rural
and urban areas.

There is opportunity to improve business
operations of producer organisations and
marketing companies so that they become
more formalised and create more decent
work especially for marginalised members
of the community (youth and women).
Community development officers could
work closely with DAICO office and other
partners in attempt to improve income
generating activities (IGAs) and address
gender and health disparities
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A3 Conclusion and recommendations for DADPs Mbozi District Council

A.3.1 Conclusion

Viability of coffee sub sector development in Mbozi District is still unsolved puzzle, despite the fact
that there are reliable evidences that Mbozi will remain the most competitive producer of coffee
in Mbeya region for unforeseen future. Mbozi District Council DADP has opportunity to bring
innovative interventions that may trigger systemic change and demonstrate a remarkable move
towards improved productivity, production and marketing of coffee and hence contribute
enhancing coffee industry competitiveness in Tanzania.

The foreseen dynamics and trends in the coffee sub sector in Mbozi District has established that
majority of smallholder coffee producers are predominantly selling through auction market in
Moshi Town. Some are starting to be part of supply chains focusing on direct sale to importers
abroad especially for sustainable coffee but this market channel remained a niche market and
there is no possibility of many smallholder farmers to be included in the short and mid term
period without deliberate development project.

It is thus recommended that Mbozi District Council facilitation role should focus on supporting
commercially viable solutions that will help to improve the competitiveness of the sub sector at
district and Mbeya region’s levels because it is complex to attempt to forge strategic relationships
with buyers who buy through auctions. Moreover, most coffee marketing companies and buyers
at auctions have financial and management capabilities that are good enough for them to be able
to continue in the coffee business without direct support from the district councils.

A.3.2 Generic Interventions

The following major issues are derived from highlighted constraints and opportunities on which
corresponding intervention strategies and key partners are proposed as depicted in figure 2 below
and further explained thereafter. Annex 4 at the end of this report brings up the process that was
employed in the intervention identification exercise.

ISSUES
Limited availability Limited adoption and | Limited adoption of Low quality due to Low quality and
and access of right usage of inputs | good agronomy poor husbandry, fragmented producer
improved seeds and —fertilisers, folioand | practice (GAP) and processing and post | organisations resulting
seedlings agro chemicals rejuvenation of old harvest handling in low prices and
farms income for farmers
INTERVENTIONS
Intervention 1: Intervention 2: Intervention 3: Support infrastructure Intervention 5: Support
Production and Enhance availability, | development and supplementary irrigation strengthening of coffee
multiplication of access and usage of producers’
improved seeds and inputs organisations
seedlings Intervention 6: Support
efforts towards
promotion of collective
marketing approaches
Intervention 4: Support access to finance for smallholder coffee
farmers
Intervention 7: Coordination of VCD multi-stakeholder processes
PARTNERS
DAICO, TaCRI, ARI DAICO, YARA, DAICO, DCDO, DCO, TCB, VICOBA Experts, INADES, RS
UYOLE, RS UNYIHA, GDM, ARI
UYOLE, RS

Figure 2: Summary of major issues in coffee sub sector in Mbozi

Intervention 1: Production and multiplication of improved seeds and seedlings

Mbozi District Council should take a lead facilitation role in supporting carefully selected and
licenced improved seeds and seedling multiplication producers in the district. The Council should
work in close collaboration with TaCRI Mbimba Sub - Station. TaCRI Mbimba is already attempting
to licence three seed producers in Mbozi district after attempt to promote 26 seed producing
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groups failed to give positive results. During this sub sector review it has been established that —
improved seeds and seedling multiplication is a commercially viable business that if well nurtured
can give gross margin of up to 78%.

TaCRI if sufficiently financed is able to produce 300kg of seeds and 400,000 seedlings from clonal
coffee for nursery mother gardens per annum. Under good agronomy practice, 1 kg of seeds could
give up to 4,000 seedlings implying that the 300kg seeds could give 1,200,000 seedlings. Assuming
each licenced seed producer is able to manage a nursery with 200,000 seedlings from seeds and
scions, six licenced seed producers (LSP) could be supported annually. Each LSP could get at least
1,000 improved seedlings for free from TaCRI to set up nursery mother garden from which the
seed producer will source its scions for grafting.

The return on investment in this business is very high and any funding channelled to promote
seeds and seedlings multiplication should be revolving fund so that the number of licenced seed
producers can be increased gradually to reach most of farmers in a sustainable and commercial
manner. Initially TaCRI has resources to support three (3) LSP and this is good opportunity for
Mbozi District Council to attempt to match that initiative by promoting three (3) more LSP.

Intervention 2: Enhance availability, access and usage of inputs

Gross margins analysis and interviews with TaCRI established that under good agronomy practice
(GAP) the yields of coffee trees even the traditional variety could increase from current average
yield of coffee parchment of between 0.25Kg per tree to 1.0kg per tree whereas improved
varieties can reach 2.0kg per tree. Usage of other key inputs such as fertiliser, folio and agro
chemicals could influence both the yield and quality of coffee (e.g. Mpogolo Coffee Group
obtained Class 5 in 2012/13 — the highest in the district so far). Localised soil tests will improve
correct usability (type and volume) because of varied soil fertility in the district. Fertiliser
distribution systems need to be improved essentially building on existing success stories e.g. YARA
Mobile Clinics, UNYIHA distribution centres, GDM inputs loans, AGITF that is accessed through
DAICO office and farmer-led demonstration plots.

Intervention 3: Support infrastructure development and supplementary irrigation

Most farmers who participated in the focus group discussions (FGDs) during this sub sector review
exercise seem to be pretty much aware of GAP in coffee production and management. Although
most of them are aware of importance of supplementary irrigation, they admitted that most do
not irrigate their coffee farms during dry season because of absence of water dams and sources
close to their farms. Supplementary irrigation is a prerequisite for good yield because rain fed
production is not giving good results. Mbozi District Council should have deliberate effort to top
up DADP budget (from coffee levy) to boot construction of water harvesting dams that will make
water available and accessible for supplementary irrigation. Farmers through their organisations
should contribute through investing in pumps and pipes.

Intervention 4: Support access to finance for smallholder coffee farmers

Smallholder coffee farmers are the most vulnerable sub sector actors in respect to availability and
access to financial services and finance. Mbozi District Council should take a lead facilitation role in
matching demand and supply between service providers and farmers. The Council should forge
strategic partnerships with other development partners such as INADES and MUCCOBS — DFE in
assuring farmers develop saving culture and are engaged in supplementary income generating
activities (IGAs) at household level. Some of financial services include training of organised farmers
on village savings and lending (VSL) and village community banks (VICOBA) approaches and
reviving existing SACCOS and where feasible help formation of new SACCOS. Adoption of these
financial services can only be viable and sustainable if farmers will be engaged in IGAs that will
trigger saving culture e.g. indigenous poultry keeping, short stocks, off-farm IGAs such as
handcrafts, tie & dye, etc.
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Intervention 5: Support strengthening of coffee producers’ organisations

Most coffee producer organisations (PO) are small, weak and fragmented. There should be a
deliberate need to undertake mapping (management and business audit) of all POs (SACCOS,
AMCOS and registered coffee marketing groups) and develop capacity building programme that
aim at improving their leadership and business management competencies.

The Council should acknowledge the rationale to support all active POs regardless they are
AMCOS, SACCOS or registered coffee marketing groups. For marketing reason, it is recommended
that a minimum volume to take to auction for good price should not be less than 50MT. It is
hereby emphasised that any PO with less than 50MT should attempt to bulk together with other
PO or sell to coffee marketing company. This could be the rationale for producers themselves to
see the advantage of being organised for the reason of undertaking collective marketing. The
Council should avoid to “prescribe’ to producers the type and size of PO they should form but
rather train and empower them on the perceived benefits of being organised and pros and cons
for different forms of organisations.

Other equally important training aspects include business management, record keeping and
entrepreneurship. The Council (DAICO, Cooperatives Officers and Community Development
Officers) could work with other strategic partners who are already working in some villages in
Mbozi District such as INADES.

Intervention 6: Support efforts towards promotion of collective marketing approaches

Most smallholder coffee farmers who sell cherries individually to moneylenders and ungraded
parchment to coffee marketing companies do not fetch good price. The emerging trend for most
farmers is to undertake marketing function through their organisations and direct to the auction.
For instance in 2012/13 season MCCCO processed parchment coffee from three (3) Cooperative
Unions; thirty (30) AMCOS; one hundred ninety one (191) coffee producer groups and twenty two
(22) coffee marketing companies. Mbozi District Council is advised to adopt business models that
will aim at building the capacity of PO to be able eventually to take their good quality coffee to
auction or direct sale to buyers. Collective marketing essentially demands one quality implying if
PO is willing to undertake collective marketing, the organisation should be encouraged to
undertake collective pulping using CPU for uniform quality standard. When PO is going direct to
sell in auction there is more incentive for them to invest in CPU. The Council role is to support the
PO to access finance so that they can be able to set up own CPU. The CPU should be operated as a
business so that the CPU management and operators are remunerated and the facility is
maintained for sustainability.

Intervention 7: Take a lead in coordination of VCD multi-stakeholder processes

Value chain development is a multi-stakeholder process that requires careful planning, monitoring
and review of different secondary actors (service providers) and development practitioners as
further visualised in figure 3 below. A multi-stakeholder process is much more than just a one-off
workshop. It involves a whole series of interventions and activities over time to create the
environment through which, trust and understanding for different stakeholder groups to work
together, reach collective decisions and take collective action.

There are many factors related to the institutional (policy, legal, funding, government agency,
cultural) context that will dramatically affect any multi-stakeholder process and must be carefully
considered. Often forgotten is the issue of political, economic and social power of different groups
and how these power dynamics influence conflicts. The facilitator needs to be sensitive to such
dynamics and guard against negative effects.
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* Clarify the reasons for an MSP ¢ Create understanding and trust * Develop detailed action plans

¢ Undertake initial situation * Generate visions for the future * Secure resources and support

analysis (stakeholders, issues, « |dentify issues and opportunities « Develop capacities

institutions, power and politics) ‘y p? ,p ?

. : : . * Examine future scenarios » Establish management

 Establish an interim steering ) structures

body » Agree on strategies for change

i . : : * Manage implementation

* Build stakeholder support Identify actions and B :

responsibilities * Maintain stakeholder
commitment

Establish the scope and .
mandate * Communicate outcomes

* Outline the process

$ $ $

* Create a learning culture and environment

« Define success criteria and indicators

* Develop and implement monitoring mechanisms
* Review progress and generate lessons

* Use lessons for improvement

Figure 3: The checklist for designing and managing a VCD multi-stakeholders' process

At district level the Council has a strategic position to take up this role, although there may be
need to capacity building and buying interest of all key partners.

A.3.3 Proposed DADP led business models

Mbozi District Council should gear all its support interventions in the two (2) proposed business
models that aim at building capacity of producers and their organisation, supporting availability
and access of improved coffee seeds and seedlings and other inputs, enhanced good agronomy
practice (GAP), access to finance and collective marketing. After careful business and management
audit exercise for all producer organisations (POs) the Council could categorise them in two
categories:

e Category 1: POs that are small, weak and with collective parchment volume of less that 50MT
and POs that have good business and management capacity with collective parchment volume
of less than 50MT but unwilling/able to undertake collective marketing with other POs or
unwilling/able to merge to form a bigger and stronger PO. These POs will be unable to have a
critical mass to go to auction and fetch good price, so it will be advisable to sell their
parchment to coffee marketing companies or sell their parchment to stronger POs.

e Category 2: POs with good business and management capacity and with collective parchment
volume of above 50MT and POs that are small and have collective parchment volume of less
than 50MT but are willing/able to undertake collective marketing with other PO or willing/able
to merge to form a bigger and stronger PO. These POs will be able to go to auction and fetch
good price.

The overriding assumption in this business modelling is that some POs entry points will be
category 1 set up whereas others will qualify or are already operating under category 2 set up.
There is a route to graduate from category 1 into category 2 as further visualized in figure 4 and 5
below.
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Figure 4: Proposed business models (cat 1) for channels through coffee marketing companies

Figure 5: Proposed business model (cat 2) for POs channels going to the auction/direct sales
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SECTION B: KILOMBERO DISTRICT COUNCIL — PADDY
B.1 Reviewed Rice Sub Sector Map and Dynamics — Kilombero District

B.1.1 Rice Sub Sector Map

Figure 6: Rice Sub sector map - Kilombero District

B.1.2 Profitability and sensitivity analysis

During this exercise, participatory gross margin analyses were made with sample of five (5)
producer organisations. The detailed analysis for each group is presented in annexes and table 3
below brings up the summary of emerging trend.

Table 3: Sensitivity analysis of profitability of paddy

Yield tins/acre

Price/tin
(debe)=13.5 kg 80 100 120 150 243 350 400
3,000 | -102% | -82% | -74%

4,000 | -52% | -37% | -21%

5,000 | -55% -31% | -22% | 2%
5,550 12% | 7% | 9%
6,000 | -29% -18% | -2% 23% | 24%

Yields are very low; Even at a price of TZS 5000/tin of paddy most farmers are still making loss. At
the price of TZS 5,000/tin the farmer will break even when the yield reach 243 tins/acre
(24bags/acre).
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B.2 Constraints and opportunities analysis
Summary of highlights of major constraints and opportunities in the rice sub sector in Kilombero
District are presented in table 4 below.

Table 4. Constraints and Opportunities in the rice sub sector in Kilombero District

Constraints Opportunities

Input Supply

There is significant unavailability and limited access
of improved seeds, consequently, most farmers use
unimproved own seed from paddy harvested in the
previous season and this resulted in very low yield.
There has not been deliberate effort to undertake
localised soil analyses to identify the right type and
quantity of inputs suitable for the specific context
because ARI KATRIN has dis-functioning soil lab and
most farmers use fertilisers generically

Farmers’ lack information about options, availability
and access to finance to get inputs timely for the
paddy production and consequently they perceive
inputs to be of very high prices and this limits rate
of usage and resulted in low yield and consequently
the vicious circle continues.

QDS production without adequate
inspection/supervision through producer groups is
inefficient and have not showed good results worth
replication and as a result the quality of seeds may
not give expected yields

Limited deliberate initiatives to multiply seeds limits
availability, access and adoption of improved
varieties by farmers

Subsidised inputs are vey limited (reaches very few
farmers) and are not timely distributed (sometimes
off season) leading to farmers’ failure to apply in
their farms.

Low adoption level of GAP by farmers from lessons
learnt in Farmer field schools and Demo plots

If the MAFC will renovate and equip
the soil lab at KATRIN, the scientists
there could undertake localised soil
tests and the district and beyond and
this will inform farmers on the right
type and dosage of inputs for improved
yields

There are several financing options
available for farmers in the district and
through structured awareness raising
and linkages most farmers could be
able to afford inputs

District effort to promote of QDS
production is aimed at increasing
availability —and  accessibility  of
affordable improved seeds. There is
opportunity to explore efficient way of
producing large volume of QDS to
meet district demand

The mechanism of government
subsidised inputs distribution can be
improved to assure timely distribution
to farmers.

Availability of government institutions
in Kilombero including JKT-Chita and
Magereza with capacity of multiplying
seeds that are certified by ASA under
TOSCI supervision to meet farmers
demand

Establishment of direct link between
producer organisations and agro
dealers network (UWAPEKI) through
using mobile  phones  “Digital
Aggregation Platforms” under support
of SACAU/TAP will improve access of
inputs to farmers
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Constraints Opportunities

Production management

Over dependency on rain fed production, limited
availability and access of water influences the level
of supplementary irrigation and yields are going
low. Climate change has compounded the problem
and the yields are going low.

Poor agronomic practice and usage inferior seeds
influence the yield resulting in high cost hence very
low profit.

Some farmers in one area have tendencies to plant
at different time and varied varieties that limit
efficiencies that could have been obtain through
collective  water management, mechanised
harvesting, bulking and marketing consequently the
quality becomes low and fetch low price in the
market.

Application of inputs and using dosage without
localised soil analysis has not gave expected results
and this reduce yield and quality of paddy/rice
Inappropriate water management practices reduces
availability of enough water required to paddy
production and as a result farmers obtain low yield
and poor quality paddy/rice

Attention on six core issues (i) Time of
planting, (ii) quality of seed, (iii) GAP,
(iv) appropriate inputs types and
correct dosage (fertiliser and agro
chemicals, (v) water management and
(vi) post harvest management and
quality control throughout the supply
chain may transform the paddy/rice
sub sector in Kilombero district
Possibility of having two paddy
production seasons (rain — fed and
irrigation production) in Kilombero
district due to availability of many
permanent rivers. Therefore, efforts of
the government and other
development partners to support
Irrigation schemes development and
rehabilitation can improve paddy/rice
productivity in the district

Initiatives  to increase  paddy
productivity through SRI can be
replicated in other areas in the district
that were it was not covered

26




Constraints Opportunities

Market access

Most producer organisations - PO (associations,
AMCOS, groups) are not strong enough
(management and finance) and consequently not
been successful in accessing useful and timely
market information and markets.

Most smallholder farmers lack savings culture
and consequently sale most of their paddy during
the harvest season to meet their urgent family
needs and repaying their loans; moneylenders
pay very little price. This results in getting very
low price and even making it difficult for them to
invest in the next production season.

Existence of long chain of brokerage service
during bulking, trading and wholesaling of paddy
and rice reduces the share of the profit that the
farmers get.

Lack of predictability in the market (volatile local
and cross boarder prices) increases the level of
uncertainty in paddy/rice trading. Poorly skilled
producer organisations (business management)
worsen the situation leading to higher
transaction costs and reduced competitiveness of
the sub-sector.

Lack of uniform measurement standards for
trading volume (some bags 126-150 kgs) using
“Mozambique tins” for paddy/rice leading
farmers to losses because they sell large volume
of their produces at low prices.

Lack of storage facilities to maintain quality of
stored paddy for collective marketing or selling
when price are high

Presence of development practitioners in

the district (NAFAKA, BRITA and KIVEDO)
that are working towards improve
strength of producer organisations (PO) is
a good opportunity to build on
Improved GAP and yield will reduce cost
price and hence will give opportunity for
producer to have competitive price.
There is emerging opportunity to build on
good experience of organised PO who
agreed to produce one variety of seed
and bulk together to access market
together (collective marketing) this will
result into shorter supply chain and
better profitability at producer level.

Inventory credit system (ICS) and
warehouse receipt system (WRS) have
been tried by development practitioners
(BRITA, TAP, etc.) in Kilombero and this
gives good opportunity for sharing of
experience
Organised PO can have opportunity also
to undertake collective marketing of
inputs from good input supplying
companies such as YARA and MINJINGU
and the price will be competitive and
possibly affordable.

Tanzania has a competitive advantage to
produce paddy compared to other East
African countries (rice basket for the
region)

The efforts of the government and other

development partners to support
construction and rehabilitation  of
warehouse/storage facilities in  the

district are to be enhanced to ensure
quality paddy/rice and hence good prices
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Constraints \ Opportunities

Organization and management

Most producer organisations are small and
weak commanding low volume and unable to
obtain economies of scale required for
collective marketing

Most producer organisations are less
competitive in the market because they are
disorganised and with (very) poor business
management skills resulting in becoming less
successful compared to large farmers and SME
millers and traders.

Limited number of smallholder farmers’
organizations has capacity to implement
collective actions for efficient production
processing and marketing; whereas most
farmers remained unorganised or have weak.
Under-utilization ~ of  existing  national
producers’ organizations (MVIWATA, TCCIA,
etc.) limits possibility of smallholder farmers to
benefit from capacity building support for
improved performance of their agribusinesses.
Poor performances/management of some of
the paddy/ rice producer organizations affects
the perceived benefits of individual members
The current approach to organise farmers is
predominantly “top-down” in the essence that
farmers are encouraged to form apexes
without clarity of the apex roles and
responsibility. This approach may influence
relevancy and sustainability of such farmers’
organisation.

The development of Commodity Investment
Plans (CIPs) from TAP support was aimed at
providing private sector entry points to the
District planning process and release ASDP
funding to support small-scale farming and
agri-business, however, the CIP in Kilombero
district has not been exploited.

Existence of development practitioners
(BRITA, NAFAKA, KIVEDO, KCY, etc.) who are
developing and strengthening rice producer
organisations ~ shows  possibility  of
strengthening paddy/rice producers’
organisations in the district.

There is emerging clusters of SME millers in
Ifakara, Mang’ula, Mlimba, etc. and is good
opportunity to strengthen them on
management  and quality  control
techniques because the milling facility is the
point where farmers and buyers meet.
Demonstration plots, saving schemes e.g.
VICOBA, JUVIUKI-CARE, SILC, etc. if properly
supported could help to improve cohesion
of rice producer organisations resulting in
enhanced productivity, production, quality
and access to market.

There is evident opportunity that for
sustainability both AMCOS and
groups/associations could be promoted and
become sustainable.

There is opportunity to strengthen existing
vilage  based paddy/rice  producer
organisations, and facilitate the
organisations to explore on how to enhance
their  cohesion to  improve the
competitiveness of the rice sub sector in
Kilombero. The on going initiatives to set up
national rice producers’ association could
be internalised from village levels upwards.
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Constraints Opportunities

Product development / Technology/infrastructure

Use of traditional seeds with little production
potential and capacity of response to fertilizers
adoption and usage limits yields
Under-utilisation and/or misuse of fertilizers
results in low yield.

Despite availability of knowledge and extension
service at farm level, insufficient adoption of
good agronomic practices (GAP) reduce
productivity and yield.

Limited mechanisation during paddy/rice
production increases production cost and
reduces profitability at farm level.

Low uptake of improved seedling multiplication
technologies, agro mechanisation, post harvest

management and processing technologies
reduces  productivity, production  and
profitability.

Access to some villages and to the farms is
difficult due to poor condition of feeder roads
and it is expensive for farmers to transport their
produce to the market resulting in reduction on
their profitability

o Existence of improved rice seed varieties
gives opportunity for farmers to adopt and
improve their productivity, production and
income.

e Existence of various initiatives for the
training of farmers on GAP (BRITA,
NAFAKA, KPL-SRI etc.,) gives room for
district extension staff to forge cooperation
and partnerships with providers.

e Through DADPs there is room for farmers
to lobby for government to maintain
feeder roads regularly.

e SME millers have received training on food
fortification and post harvest management
from TUBOCHA (USAID) and this is good
opportunity to enhance the quality of rice
from Kilombero district.

Constraints
Policy and regulatory environment

Opportunities

Rice cess is perceived to be very high by | o
paddy/rice producers and aggregators and
there is a tendency to refrain from paying.
Weigh and measure regulations are not
followed by aggregators because of
absence of enforcement and this resulted
in farmers reduced profit

Political interferences (national and local)
in activities aimed at generating
agricultural  development may be
detrimental to enhancing competitiveness
of smallholder farmers and sustainable | ¢
development of the rice sub sector.

The Agricultural Growth Corridor model
(SAGCQT) is a promising idea of attracting large
private investment and enabling Kilombero
paddy/rice producers and aggregators to
become part of vibrant supply chains.

Existence of several policies, guidelines and
strategies aimed at guiding agricultural
development actions (Agriculture Policy 2013,
Land Tenure Act, Cooperatives Act/Bill, Cereals
and Other Crop Board Act, TWLB, TFRA, ASDS,
ASDP 2, Rice Development Strategy, etc.)
Existence of several different models of
agricultural policy development e.g. MKUKUTA,
Kilimo Kwanza, big results now (BRN), etc. give
room for practitioners aim at enhancing
competitiveness of rice production and
marketing in Tanzania.
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Constraints Opportunities

Finance

The saving culture among
smallholder paddy producers is very
low and most do not plan and save
for next season. Although there are
various saving schemes in the district,
they are not well nurtured enough so
that most smallholder farmers can
become aware, join and benefit.

Land tenure problems:  most
smallholder farmers do not have
information regarding procedures to
obtain title deeds for their farms and
the responsible government
authorities have limited capacity to
reach all farmers and this limit
collateral at farm level for access to
loans. This limited level of fixed
collaterals by smallholder farmers;
SME millers and traders prohibit
them from accessing loans from
commercial banks.

Insufficient crop insurance services
makes smallholder farmers over
exposed to risk related to climate
change because most of paddy
smallholder farmers rely on rain fed
agriculture.

Some financial institutions offer loans
with high interest rates (over 30% per
annum) that make impossible for
smallholder farmers, traders and SME
millers to afford.

JUVIUKI-CARE, VSLA, VICOBA, SILC & SIGA and other
saving schemes have been successful tested at farm
level in different villages in Kilombero district and
this is good opportunity to replicate and learn from
experiences.

Presence of development partners promoting
saving schemes; - BRITA (VICOBA), NAFAKA (SILC),
CARE (JUVIUKI), VSLA (CODERT/Plan) and KCY
(SACCOS) gives room for replication of these
initiatives.

There is room for district council to support and
strengthen JUVIUKI and other saving schemes
aiming at complementing development practitioner
initiatives and for sustainability and replicability.
New agricultural services set up by big commercial
banks (NMB Juhudi and CRDB Agricultural
Foundation) to contribute to the development of
agricultural and small entrepreneurship give room
for rice producers’ organisations to access working
capital.

Presence of micro finance institutions with
agricultural financing products e.g. YOSEFO, PRIDE,
FINCA and CRGT offers more opportunity for
producers and their organisation to access loans for
productivity and production enhancement.

Many funds available from different donors, non-
bank financial institutions and commercial banks to
develop innovative financial services/products at
grass root level e.g. SELF, FSDT, SME Impact Fund
(SIF) especially for SME millers.

Existence of experiments of crop weather
insurances e.g. FINCA, Syngenta and KPL gives
opportunity to Kilombero district to pilot in some
villages.
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Constraints Opportunities

Environmental concerns

e C(limate change has negatively affected | e Soil conservation practices (e.g. tree planting,
availability of water for paddy/rice protection of water sources, and, water
production resulting in low yield and management) currently spearheaded by KIVEDO
economies of scale for collective marketing. will contribute in the reduction of the extent of

e There is limited effort for environmental effects caused by climate change.
conservation among local community and | ¢ Bio-char and briquettes production for energy
public sector e.g. tree planting campaigns, and agriculture is new innovation, which has
By Laws to prohibit business of fire wood, been piloted in Kilombero for Green Charcoal
etc. Processing. The initiative that TaTEDO and

e Most rice millers do not have strategies for Norges-Vel have started in 2011 requires further
disposal of rice husks and as a result the support in commercialisation of sustainable
husks are piled up in the milling facilities and energy services (briquettes) and improving soil
is costly to remove them and dispose fertility (bio char).

Enabling environment

e BDS market is underdeveloped and most smallholder
farmers are used to free services and “hand outs” and this
makes it difficult to develop market for critical services and
making farmers be ready to pay for such services for
sustainability.

e Most farmers do not perceive their farming as a business
and thus do not seriously undertake profitability analysis
and make informed decision to invest consequently they
don’t invest sufficiently to get decent return on
investment.

e Some interventions that are aimed at triggering demand
and adoption e.g. QDS production has not received enough
attention to be efficient and to influence adoption by
smallholder farmers

Experienced development
practitioners have developed and
tested business models that
promote market development of
services and this give room to new
development  practitioners  to
build on and avoid distorting the
market.

Training on farming as a business
will influence change in farmers
“mind-set” and this will result in
more economically viable farming
businesses

Gender and other social and cultural factors

e Poverty is internalized: people get more support by
claiming their poverty than by claiming their willingness to
invest / be autonomous hence they are more used to
consider themselves as poor / unable. E.g. some farmers at
Mpanga ward supported by Kilimo cha Yesu (KCY) refused
to pay loan because they consider themselves to be poor.

e Development programmes are more oriented to support
poor and producer groups rather than supporting
entrepreneurs although supporting individual
entrepreneurship is the more sustainable way to help
people getting out of poverty.

e Poor working conditions for skilled and unskilled labourers
in paddy / rice production (e.g. application of
agrochemicals), aggregation (sorting and cleaning) and
processing negatively affect the labourers’ health and
wellbeing and consequently reduce their productivity and
income on a long term.

e HIV&AIDS endemic is challenging the labour force required
in paddy / rice production and marketing.

There are initiatives (e.g. FAO, ILO)
to promote rural employment &
decent work (RE&DW) aiming at
moving  towards  minimising
decent work deficits in rural and
urban areas.

There is opportunity to improve
business operations of producer
organisations and  marketing
companies so that they become
more formalised and create more
decent work especially for
marginalised members of the
community (youth and women).
Community development officers
could work closely with DALDO
office and other partners in
attempt to improve income
generating activities and address
gender and health disparities
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B.3 Conclusion and Recommendations for DADPs Kilombero District Council

B.3.1 Conclusion

The potential of the rice sub sector in Kilombero District has not fully utilised due to various
constraints and untapped opportunities mentioned earlier. Kilombero District Council DADP in
collaborations with other key development partners has opportunity to bring innovative
interventions that may trigger systemic change and demonstrate a remarkable move towards
improved productivity, production and marketing of rice and hence contribute enhancing rice
industry competitiveness in Tanzania.

B.3.2 Recommendations to Kilombero District Council

The foreseen dynamics and trends in the rice sub sector in Kilombero District has established that
the critical weaknesses of the subsector among others include limited production and distribution
of improved seeds (inputs), low quality (i.e. due to mixing of varieties), inefficient chains,
inefficient inputs supplying systems, limited storage capacity, high losses due to poor post-harvest
handling and weak farmer organisations that limits the level of economic gains from collective
marketing.

It is thus recommended that Kilombero District Council value chain development facilitation role
should focus on supporting commercially viable solutions that will help to improve the
competitiveness of the sub sector at district and beyond include attempting to forge strategic
relationships with urban-based buyers in major cities in Tanzania and neighbouring countries
especially Kenya.

B.3.3  Generic recommendations

The following major issues are derived from highlighted constraints and opportunities on which
corresponding intervention strategies and key partners are proposed as depicted in figure 7 below
and further explained thereafter. Annex 4 at the end of this report brings up the process that was
employed in the intervention identification exercise.

ISSUES
Limited Limited adoption Limited availability and Weak and Poor quality Limited storage
availability and | and right usage of | access of financial fragmented control dueto | capacity and
access of fertilisers and agro | services and finance producer’s limited absence of
improved chemicals Limited adoption of good | organisations knowledge on | economies of
seeds agronomy practice (GAP) post harvest scale; Absence
and rejuvenation of old management of inputs and
farms outputs
collective
marketing
INTERVENTIONS
Intervention 1: | Intervention 2. | Intervention 3: Support | Intervention 5: Intervention 6: | Intervention 7:
Multiplication Enhance enhanced adoption of Support Support efforts | Support efforts
of improved availability, access | good agronomy practice | strengthening of | towards towards
seeds and usage of | (GAP) and technologies rice producers’ promotion promotion of
inputs organisations post harvest collective
management marketing
Intervention 4: Support access to finance for | and quality approaches
smallholder rice farmers, IGAs and ICS/WRS
Intervention 8: Kilombero District Council to take a lead in coordination of VCD multi-stakeholder processes
PARTNERS
TOSCI, ASA, DALDO, UWAPEKI, | DALDO, BRITA, NAFAKA, KPL/SRI, KIVEDO, DALDO DALDO, DCO,
KATRIN, TAP, RS, YARA CARITAS, RS, YOSEFO, FINCA, PRIDE, DCO, NAFAKA, BRITA,
DALDO, RS DCDO, JUVIUKI, VSLA, SILC&SIGA, VICOBA, TAP
CRS, FIPS

Figure 7: Summary of major issues in rice sub sector in Kilombero
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Intervention 1: Multiplication of improved seeds

Kilombero District Council have on going initiative to multiply QDS seeds through producer groups
in an effort to increase availability and access of improved seeds among smallholder paddy / rice
producers. The result is not convincing and there should be a deliberate effort to review this
approach and work closer with TOSCI and QDS inspectors so that the produced seed could give
good yield to smallholder farmers. If QDS will give good result, adoption will increase.

Currently, some QDS producers in Kilombero are inefficiently and received limited supervision by
inspectors and TOSCI. Some of them still store harvested seeds in their homes contrary to seed
production regulation and this raise question of whether the seeds will be of expected quality.
During this review exercise gross margin analysis with QDS producer group showed that their yield
was very low (5.5 bags of 94.5kg per acre i.e. 1.3MT/ha) and the group could break even if they
will sell the seeds at a price of TZS 2000/kilogram.

The return on investment in this business is good if yield will increase to at least 2.0MT/ha
(9bags/acre) and any funding channelled to promote seeds multiplication should be given to seeds
producers who are carefully selected based on their business acumen and suitability of the
location e.g. possibility of supplementary irrigation, individual entrepreneurs, institutions, etc. The
availability and frequency visit of seed inspectors and TOSCI is important for enhancing quality.
Instruments such as revolving fund, loans etc. could be used because during this exercise it was
established that extending grants only to produce QDS is not sustainable because the seed
producer group interviewed during this exercise incurred unnecessary overhead costs (e.g. paying
allowances to group members), which made their production very inefficient.

Intervention 2: Enhance availability, access and usage of inputs

Usage of key inputs such as improved seed, fertiliser and agro chemicals could influence both the
yield and quality of rice. Localised soil tests will improve correct usability of fertilisers and agro
chemicals (type and dosage) based on varied soil fertility in the district.

Fertiliser distribution systems need to be improved essentially building on existing success stories
of collective marketing of inputs such as linking producer organisations with agro dealers apex in
Kilombero (UWAPEKI). Agriculture Inputs Trust Fund (AGITF) is accessed through District Council’s
office and farmer-led demonstration plots could be exploited as instruments to trigger adoption
and usage. Strategic partners in collective marketing of inputs include TAP / Southern Africa
Confederation of Agriculture Union (SACAU) under Digital Aggregation Platform project /
programme.

There is need to continuing lobbying for improvement of timely delivery of inputs through
government subsidies, renovation and equipping the KATRIN soil laboratory and finance the
centre to undertake localised soil tests.

Intervention 3: Support enhanced adoption of good agronomy practice (GAP) and technologies
Most farmers who participated in the focus group discussions (FGDs) during this sub sector review
exercise seem to be pretty much aware of GAP in rice production and management. Although
most of them are aware of importance of six rice productivity enhancing principles (i) Proper and
timely land preparation, (ii) Time of planting, (iii) quality of seed, (iv) appropriate inputs types and
correct dosage (fertiliser and agro chemicals, (v) water management and (vi) post harvest
management and quality control throughout the supply chain; most of them do not apply these
principles mainly due to limited capacity to invest. SRI is being pioneered by KPL with support from
NAFAKA and BRITA projects. There should be deliberate effort to replicate experience and
technology in all villages in the district.

Kilombero District Council should have deliberate effort to promote other Income-Generating
Activities (IGAs) and access to financial services so that most paddy / rice producers can afford to
invest in production. Some potential IGAs include production of indigenous poultry and small
stock e.g. goats, piggery, etc. Bio-char and briquettes production for energy and agriculture is new
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innovation, which has been piloted in Kilombero for Green Charcoal Processing. The initiative that
TaTEDO and Norges-Vel have started in 2011 requires further support in commercialisation of
sustainable energy services (briquettes) and improving soil fertility (bio-char).

Intervention 4: Support access to finance for smallholder rice farmers and ICS/WRS

Smallholder rice farmers and SME millers are the most vulnerable sub sector actors in respect to
availability and access to financial services and finance. Kilombero District Council should take a
lead facilitation role in matching demand and supply between service providers, farmers and SME
millers. The Council should forge strategic partnerships with other development partners in the
district such as BRITA and NAFAKA in assuring farmers develop saving culture and are engaged in
supplementary income generating activities (IGAs) at household level.

Some of financial services include continuing capacity building of organised farmers and SME
millers on village savings schemes such as village community banks (VICOBA) promoted by BRITA,
Village Saving & Loan Associations (VSLA) initiated by CODERT and Plan International, SILC & SIGA
promoted by NAFAKA and saving schemes initiated by CARE International now having over 200
groups and now with a registered apex called Jumuiya ya Vikundi vya Ujasiriamali Kilombero
(JUVIUKI). There should also be a deliberate effort to revive existing SACCOS (e.g. TPAWU
SACCOS, Udizungwa SACCOS, Mkasu SACCOS, Mpanga SACCOS, Chita Peasant SACCOS, Tulivu
SACCOS, Utengule and Ngalimila SACCOS, etc.) and where feasible help formation of new SACCOS.
Adoption of these financial services can only be viable and sustainable if farmers will be engaged
in IGAs that will trigger saving culture e.g. indigenous poultry keeping, small stocks, etc.

A number of microfinance institutions (MFI) in Kilombero such as YOSEFO, PRIDE, CRGT and FINCA
have financial products suitable for both rice farmers and SME millers. Kilombero District Council
should make effort to understand these financial products and facilitate linkage between service
providers and rice sub sector actors in Kilombero.

Development practitioners (BRITA, TAP, etc.) in Kilombero have piloted inventory credit system
(ICS)/warehouse receipt system (WRS) and this gives good opportunity for sharing of experience
and developing capacity building programme that can be linked to producer organisations.

Intervention 5: Support strengthening of rice producers’ organisations

There are many smallholder paddy / rice producer organisations (PO) that operate in Kilombero
district with support from various development practitioners. The major rice sub sector
development practitioners in the district including BRITA (Norges Vel), NAFAKA (USAID), KIVEDO
(Plan International), CARITAS (Australian Aid), TAP (NORAD, SACAU). BRITA has 15 groups in 12
villages; NAFAKA has several producer groups in 60 villages; KIVEDO operates in 6 villages.
CARITAS is active in 2 villages and TAP is supporting 7 groups. Although most of these producer
organisations (PO) are fragmented some have started to benefit from efficient capacity building
programmes (training on GAP, business management, leadership & governance and marketing)
and collective marketing. The District Council should explore ways to take a lead in coordinating
capacity building activities of these on going initiatives aiming at sharing experience, filling the
gaps and avoiding duplication of efforts.

The Council should promote collective marketing as a rationale for producers to acknowledge the
advantage of being organised. Most on going initiatives are project oriented and for sustainability
the district council should be active involved for replicability and sustainability. The fact that
Kilombero district council’s Cooperative Officer was engaged in training of 15 POs supported by
BRITA is initial step in the right direction. Other PO requiring strengthening by both Cooperatives
and Community Development Officers includes those started as saving schemes such as JUVIUKI,
VICOBA, SILC, CODERT, etc.

Other equally important training aspects include business management, record keeping and
entrepreneurship. The Council could work with other strategic partners who are already working
in some villages in Kilombero District such as NAFAKA, CRS, FIPS, etc.
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Intervention 6: Support efforts towards promotion post harvest management and quality
Quality of rice is tempered significantly before and after harvesting. Good quality paddy/rice are
highly determined by time of harvesting, handling and storage management before processing.
The causes of post harvest quality losses are contributed by late harvesting, poor handling after
harvesting including leaving heaps of harvested paddy at farm for few days/weeks after harvesting
due to poor feeder roads and poor and limited storage facilities.

There should be specific training to support smallholder farmers improve the post harvest
handling of the paddy including proper storing and further processing. District council should
include in their plans the rehabilitation of key feeder roads.

Further quality control can be achieved through storing together in a warehouse as a way to
reduce deterioration of quality when storing at homes. Most farmers also store at SME miller’s
facilities and this requires further training to SME millers and PO on proper storage techniques,
weigh and measures and quality control. The focus should aim at creating “Kilombero” brand that
is recognised nationally and internationally, a brand that could be able to compete with other
strong brands such as “Kyela”.

Intervention 7: Support efforts towards promotion of collective marketing approaches

Most smallholder rice farmers who sell paddy individually to traders who come to the milling
facility where most producers stock their paddy do not fetch good price. The emerging trend for
most farmers is to undertake marketing function through their organisations whereby collective
volume attracts more buyers. Some PO such as Mbingu Farmers’ Association (MFA), Mang’ula A
Farmers Association (MAFA), Vijana Mbasa Farmers’ Association (VMFA) and Mkasu Farmers
Association have attempted to undertake collective marketing albeit with some challenges.

Collective marketing essentially demands one quality implying if PO is willing to undertake
collective marketing, the organisation should encourage all members to plant same rice variety,
planting at the same time, adhere to good post harvest management practices for uniform quality
standard. The Council role is to support the PO to access finance so that they can be able to build
or renovate own storage facility. Other development practitioners have supported PO to own and
manage processing facility as well (MFA, MAFA, VMFA and Mkasu Farmers Association). The
council should learn from BRITA experience and see ways of replicating this experience elsewhere
to ensure that PO and their facilities are operated as a business so that the PO management and
operators are remunerated and the jointly owned facilities is maintained for sustainability.

Intervention 8: Kilombero DC to take a lead in coordination of VCD multi-stakeholder processes
Value chain development is a multi-stakeholder process that requires careful planning, monitoring
and review of different secondary actors (service providers) and development practitioners as
further visualised in figure 3 in section A above.

A multi-stakeholder process is much more than just a one-off workshop. It involves a whole series
of interventions and activities over time to create the environment through which, trust and
understanding for different stakeholder groups to work together, reach collective decisions and
take collective action.

There are many factors related to the institutional (policy, legal, funding, government agency,
cultural) context that will dramatically affect any multi-stakeholder process and must be carefully
considered. Often forgotten is the issue of political, economic and social power of different groups
and how these power dynamics influence conflicts. The facilitator needs to be sensitive to such
dynamics and guard against negative effects.

At district level the Council has a strategic position to take up this role, although there may be
need to capacity building and buying interest of all key partners.

35



A.3.4 Proposed DADP led business model

Kilombero District Council should gear all its support interventions in an attempt to enhance
competitiveness of the rice sub sector in Kilombero district. This could be achieved by breaking the
poverty vicious circle that has trapped most smallholder rice farmers who become poorer in the
subsequent crop season because of limited investment in rice production.

The overriding assumption in this business modelling is that smallholder rice producer’s entry
points will be improving household level income generating activities (IGAs), saving culture and
access to financial services so that they are able to invest in GAP in rice production, post harvest

management, quality control and collective marketing. This model is further visualised in figure 8
below.

Figure 8: Proposed business model to revamp rice sub sector in Kilombero
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SECTION C: LUSHOTO DISTRICT COUNCIL — IRISH POTATOES
C1l Reviewed Irish Potatoes Sub Sector Map and Dynamics — Lushoto District

C.1.1 Irish Potatoes Sub Sector Map
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Figure 9: Irish potatoes Sub sector map - Lushoto District

C.1.2 Profitability and sensitivity analysis

During this exercise, participatory gross margin analyses were conducted in eleven (11) focus
group discussions (FGD) held with farmers in various villages within the district. The detailed gross
margin analysis for each group is presented in annex 2 C and table 5(a) and 5(b) below presents
the summary of sensitivity and profitability analysis, extracted from the gross margin analysis.

Table 5: Sensitivity analysis of profitability of Irish Potatoes - Lushoto

(a) Upland
Price/bag (150-170 kg) of potatoes ‘ Yield bags/acre)
(125)
20 30 40 60

38,000 1% 47%
45,000 63%
50,000 24% | 65% | 60% | 67%
60,000 37% 67% | 75%
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(b) Valley bottom
Yield bags/acre)

Price/bag (150-170 kg) of potatoes

(TZS)
30 50 60 70 80
40,000 -14% | 2% | 43%
45,000 -3% | -17% 13%
50,000 9% | 60% 52% | 58%
60,000 24% | 54% | 62% | 60% | 65%
70,000 61% 66% 70%

o Although yields tend to be lower when Irish potatoes are produced on the uplands, production
on uplands is less costly (i.e. use less inputs and labour costs for cultivation and lower), leading
to higher incomes and positive gross margins at relatively lower yields and prices.

¢ On the contrary, production on the valley bottom tends to be intensive, have higher yields but
farmers incur higher costs (i.e. due to intensive use of fertilisers and chemicals, labour costs
for cultivation and farm management are higher) hence lower gross margins when farmers
obtain lower yields of less than 50 bags and sell their produce below TZS 50,000 per bag

e Farmers growing Irish potatoes on uplands plant early and harvest early and therefore
flooding the market with Irish potatoes. For this reason, farmers growing potatoes on upland
tends to get lower prices for their produce. Farmers growing Irish potatoes on valley bottoms
can delay planting and harvesting and hence earn relatively higher prices for their produce.
For instance, they can sell at TZS 70,000 per bag

¢ In uplands, farmers can break even at lower number of bags (i.e. at about 20 bags). At low
land, they need higher yields to break even (i.e. up to 60 bags).
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C.2 Analysis of Constraints and opportunities

Summary of highlights of major constraints and opportunities in the Irish Potatoes sub sector in

Lushoto District are presented in table 6 below.

Table 6: Constraints and Opportunities in the Irish Potatoes sub sector in Lushoto District

Constraints
Input Supply

Opportunities

e Inputs are available but are expensive.
Because inputs are expensive, most
farmers cannot afford it hence limited
use and consequently low productivity
and production

o Counterfeit inputs (chemicals and
fertilisers) bought at the same price of
genuine products results to low output
and loss of income from farmers

e Limited adoption of knowledge on
handling and application of inputs leads
to wastage and improper use of inputs
(i.e. farmers do not apply inputs as
recommended) consequently leading to
low productivity and low incomes at
farm levels

e Poor means of storage of potato seeds
leads to scarcity of seeds during the
planting season hence some farmers fail
to grow lIrish potatoes, consequently loss
of income

e Limited access to quality seeds of Irish
potatoes leads to low production hence
low incomes at farmers households

There are a number of agro input dealers
with good coverage in various trading centres
within the district and they are stocking most
of the inputs that potato farmers use
Certification of chemicals by Tropical
Pesticide Research Institute (TPRI) and
possibility of enforcement of laws concerning
fertilisers by Tanzania Fertiliser Regulatory
Authority (TFRA) provides an opportunity to
regulate counterfeit chemicals and fertilisers,
respectively

There are ongoing localised soil test that are
undertaken by Sokoine University of
Agriculture  (SUA) and YARA Fertiliser
Company in the district whose findings will
inform farmers on the right type and dosage
of inputs for improved yields

There is opportunity to explore efficient way
of producing large volume of seed to meet
district demand from the potential seed
multiplication areas identified including
Lukozi village

Organised Produce Organisations (PO) can
have opportunity to undertake bulk purchase
of inputs from good input supplying
companies such as YARA Fertiliser Company
and Balton at competitive prices

Currently control of potatoes diseases relies
on spraying with fungicides and insecticides
and the use of resistant varieties. Agriculture
Research Institute (ARI) Uyole has introduced
and is evaluating a large number of resistant
varieties, some with desirable processing
qualities
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Production management

Opportunities

Limited knowledge and skill to control and
treat diseases leads to high infestations,
low vyields, low production, and
consequently low incomes

Limited availability and access of water
influences the level of supplementary
irrigation and yields are going low mainly
in the highland areas. Climate
change/rainfall unreliability has
compounded the problem and yields are
going low.

Limited land, which does not allow for
expansion of production is worsened by
poor land management practices leads to
low production, hence low incomes
Intensification and use of fertilisers leads
to soil exhaustion, leading to low yields
and eventually low incomes to farmers.
Application of inputs and using dosage
without localised soil analysis has not
given expected results and this reduce
yield and quality of potatoes

Production of Irish potatoes on the upland
especially by cultivating potatoes on forest
plantation areas after trees have been
harvested provides additional opportunity
for increasing production

Private sector companies such as YARA
Fertiliser Company and Balton Tanzania
provide trainings on proper use of inputs
(e.g. chemicals and insecticides) to agro
dealers and this training trickle down to
farmers, hence providing a good
opportunity to use inputs appropriately to
increase production
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Constraints
Market Access

Opportunities

The long number of actors (middlemen)
along the potato supply chain reduces the
gross margins downwards, leading to low
prices paid to the farmers

Access to market information is limited
and is mainly through traders. A number
of farmers do not access market
information, hence their bargain powers
are reduced, leading to them getting low
market prices

Lack of on farm storage facilities makes
farmers sell on farm and at low prices
thereby earning low incomes for their
produce

Brokers set the prices for farmers
therefore farmers do not have a say in the
prices of their produce. Price setting by
traders leads to low prices at the farm gate
hence low incomes

Organised Produce Organisations (PO) can
have opportunity to undertake collective
marketing and hence access better paying
markets.

There is emerging opportunity to build on
good experience of organised PO like (e.g.
ULT and Ubiri Lushoto) who agreed to
produce and bulk together to access
market together (collective marketing) this
will result into shorter supply chain and
better profitability at producer level.

The marke ng windows that

enables Kenya to export into
Tanzania, suggest that some
research could be  done on
staggered plan ng or simple

irrigation schemes to enable some
farmers to both fill these gaps and
gain from highest market prices in
the off —season

Opportunities to promote collective
marketing - with strategic link to
aggregators and wholesalers in major
cities;

Lushoto is already producing varieties
preferred by major consumers (e.g.
Kidinya for chips vendors)

There are opportunities to improve quality
and hence price by training farmers in
handling and packaging of Irish potatoes
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Constraints

Organisation and management

Opportunities

A number of farmers are scattered and
poorly organised and there are some
farmers (e.g. in Yoghoi) that resist
belonging in groups. When farmers are
poorly organised, it is difficult to deliver
services (e.g. extension) to them. Poor
delivery of extension service leads to low
adoption of technology and consequently,
limited farmers apply poor farming
methods, which leads to low yields and
low incomes.

Also when farmers are scattered and
poorly organised and selling their produce
individually, they tend to have low
bargaining power, hence low prices and
low incomes

Weak producer organisations leads to
failure to deliver orders timely, hence loss
of markets

There are some groups in place (e.g. ULT
have got four member groups), and these
provide good initiatives/opportunities for
strengthening farmer groups

For farmers who resist belonging to
groups, the case of well functioning groups
elsewhere in the country provide
opportunities for exposures

Opportunities to strengthening existing
VICOBA, SACCOS, AMCOS and other
Village Saving schemes as entry point to
promote collective marketing

Constraints

Opportunities

Product development/ Technology transfer/ Infrastructure

Poor access roads during rainy seasons
limits transportation of inputs to the
villages and produce to the markets hence
limited market access, post harvest losses
and consequently loss of incomes.

Lack or limited irrigation infrastructure
specially on highland leads to limited
access to water for irrigation and hence
low yields and low incomes

Lushoto district council have shortage of
extension staff in general and also,
specifically for Irish potatoes production.
Current farmer extension ratio is 1:3,500
as opposed to 1:600 proposed ratios.

The efforts of government and other
development  partners to  support
construction and  rehabilitation  of
collection centres in the district are to be
enhanced to ensure quality of Irish
potatoes and hence good prices

Through DADPs there is room for farmers
to lobby for government to maintain
feeder roads regularly

Postharvest management and packaging
of Irish potatoes could be enhanced by
further training to producers and
aggregators
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Constraints

Policy and regulatory environment

Opportunities

Limited enforcement of laws related to
standards leads to use of un uniform
standards (Weights and Measures Act,
1982) of measurement, whereby bags are
filled beyond its capacities (Rumbesa),
consequently leading to low incomes at
farm levels.

Limited rural investment, especially from
the 10% of revenue collected from
agricultural produce required to be re-

invested  within the districts leads to
poor feeder roads and irrigation
infrastructures

There are a number of agriculture sector
development policies in place e.g.
ASDS/ASDP, the Agriculture Marketing
Policies 2013, SME Development Policy
2002, Cooperative Development Policy 2013
e.t.c. Some policies are targeting market
promotion, and others targeting production
enhancement

There are district bylaws which provide
opportunities to improve trading in
potatoes using uniform weights and
measures

Finance

Opportunities

Limited access to credit facility by agro
dealers leads to limited supply of inputs,
consequently, leading to low access to
inputs and low usage of inputs at the
farmer level

Limited access to credit facility by farmers
leads to limited access to and usage of
inputs, consequently, leading to low yields
and low incomes

No crop insurance services makes
smallholder farmers over exposed to risk
related to climate change because most of
Irish potatoes smallholder farmers rely on
rain fed agriculture

Lushoto District being the fruits and
vegetable producing belt; - gives room for
farmers to Involve themselves in trading
fruits and vegetable as other income
generating source for financing in Irish
potatoes farming

There are financing options through loans
available for few farmers organised in
saving schemes e.g. VICOBA and later to
SACCOS or Community Banks

There is room to capitalise on the available
opportunities for crop insurance currently
available elsewhere in the country as this
will cushion farmers against losses

PO could procure inputs together and
input supplier may not need to pre-finance
stock of inputs
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Environmental concerns

Opportunities

Conservation practices and soil management
especially in the uplands is not being
undertaken. This leads to low moistures in
the soil and may lead to low production and
low incomes

Traditional irrigation systems are no longer
operational ~ because  water  sources
previously used for these irrigations systems
have dried. Some traditional irrigation
systems have been neglected. This means a
number of communities can no longer
irrigate potatoes, hence low production
Natural calamities such as drought, floods
and outbreaks of pests and diseases, mainly
caused by changing weather and climatic
conditions

The increasing population is leading to
limited conservation and fast depletion of
natural resources and environment

Intensive  cultivation  using  fertilisers,
insecticides and pesticides (i.e. inorganic
inputs) leads to pollution of soils and water
in the low lands

Soil conservation practices (e.g. tree
planting, protection of forest areas,
terracing, use of farmyard and compost
manure, mulching etc) are now promoted
and adoption is high by famers currently
growing potatoes on the upland. This will
contribute in the reduction of the extent of
soil erosion.

There are conservation farming practices
and movements elsewhere in the country,
that can be adopted for potato production in
Lushoto district council

There exists opportunities to increase
availability of water by applying water
harvesting techniques and using dams

Opportunities

Enabling business environment

Business Development Services (BDS) market
is underdeveloped and most smallholder
farmers are used to free services and “hand
outs” and this makes it difficult to develop
market for critical services and making
farmers be ready to pay for such services for
sustainability.

Most farmers do not perceive their farming
as a business and thus do not seriously
undertake profitability analysis and make
informed decision to invest consequently
they don't invest sufficiently to get decent
return on investment.

Training on farming as a business will
influence change in farmers “mind-set” and
this is likely to result in more economically
viable farming businesses

44




Opportunities

Gender and other social and cultural factors

e Poverty is internalized; people get more support by claiming their
poverty than by claiming their willingness to invest/ be autonomous hence
they are more used to consider themselves as poor or unable

e Development programmes are more oriented to support poor and
producer groups rather than supporting entrepreneurs although supporting
individual entrepreneurship is the more sustainable way to help people
getting out of poverty.

e HIV&AIDS endemic is challenging the labour force required in Irish
potatoes production and marketing

e Community
development officers
could work closely
with DALDO office
and other partners in
attempt to improve
income  generating
activities and address
gender and health
disparities

e Polygamous marriages and other negative cultural perceptions which
encourage having many children, large family sizes hence increasing poverty
levels

e High migration of youth from rural to urban areas and to other non
farming income generating activities (e.g. riding motorcycles) leads to
shortage of manpower in the rural agriculture sector

C.3 Conclusion and recommendations for DADPs Lushoto District Council

C.3.1 Conclusion

It is recommended that Lushoto District Council facilitation role should focus on supporting
commercially viable solutions that will help to improve the competitiveness of the sub sector at
district and in Tanzania so that the Irish potatoes from Lushoto District can compete with other
suppliers elsewhere in Tanzania markets.

C.3.2 Generic Interventions

Generally, potential interventions are systematically inferred by determining possibilities to remove
the barriers hindering progress towards the desired “competitiveness” of the sub sector/value chain,
possibilities to fulfill the requirements connected to the “systemic changes”, and checking on “points
of leverage” in the sub sector/value chain. Annex 4 presents a summary of the process that was
employed in the identifying interventions. The following major issues are derived from highlighted
constraints and opportunities on which corresponding intervention strategies and key partners are
proposed as depicted in table 7 and figure 10 below and further explained thereafter.

Table 7: Process of identification of sub sector generic interventions
Proposed intervention

Enhance

competitiveness
Higher yield will reduce

Point of leverage to

support entire sub sector
Support most producer and hence

Trigger systemic
change

Availability and access of seed

potatoes production cost increase productivity and
production
2. Infrastructure supplementary | Higher yield will reduce | Farmers will be able to
irrigation production cost supply the lucrative
market windows
3. Taking advantage of Farmers will be able to
articipatory forestr supply the lucrative
ﬁ]anagzmen); y market windows
4. Savingsand IGAs Higher yield will reduce Farmers financial assets  will

production cost enhance investments at production
level through GAP

More producers will have access to
better market (better price)
through reduced transport and
post harvest handling costs
Address negative effects of climate
changes

strengthening

Possibility of collective
purchase of inputs hence
reduced production cost
and access to trainings

5. Producer organisation
strengthening for collective
marketing

6. Soil and water conservation
through conservation farming

7. Coordination of VCD multi
stakeholder process

Improve depleted soils
in slope terrains

Cost effective in avoiding
duplication

Create synergies of impact on
interventions
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ISSUES

Limited availability
and access of
improved seed

Over reliance on
rain fed production
system

Climate change has
caused rain shortage and
hence draught

Limited financial
capabilities to invest
in GAP in the

Ad hoc marketing
because most
farmers are

enhance production
in seasons when
Irish potatoes are
scarce

efforts aiming at soil and
water conservation

farmers

potatoes production of Irish fragmented and
potatoes disorganised

INTERVENTIONS
Intervention 1. Intervention 2: Intervention 3: Taking Intervention 4: Intervention 5:
Enhance Support advantage of the Support Strengthening
availability, access infrastructure participatory forestry strengthening of producer
and usage of seed development and management saving schemes and organisations for
potatoes supplementary Intervention 6: Support IGAs to improve quality

irrigation to conservation farming financial assets of improvement and

collective marketing

Intervention 7: Take a lead in coordination of VCD multi-stakeholder processes

POTENTIAL PARTNER

S

DALDO, CIP, SARI,
YARA

Irrigation Unit

DALDO, Forestry
Department, Land Use
Planning (LUP), TAPP

DCDO, VICOBA,
SACCOS

DCO, DTO, DCDO

Figure 10: Summary of major issues in Irish potatoes sub sector in Lushoto

Intervention 1: Enhance availability, access and usage of seed potatoes
There should be deliberate effort to promote multiplication of seed potatoes in a cost effective
way so that most smallholder farmers can afford and adopt. The aim is to promote progressive
farmers with enough farmland to set aside a portion of their farm for seed production. Already
there are varieties grown in Lushoto that are accepted by market (e.g. Kidinya which is popular
variety preferred by urban
street chips vendors)

MBEYA

September — November
February — May (Irrigation)

NJOMBE

June - August

KENYA

KILIMANJARO, MERU

Figure 11: Seasonal flows of Irish Potatoes in Dar es Salaam

Intervention 2: Support
infrastructure development

and supplementary irrigation
to enhance production in
seasons when Irish potatoes
are scarce

To avoid being dependent on
rain fed farming, there should
be investment in dams to
make water available for
supplementary irrigation. The
production from irrigation can
also fill the market gap from
September to December.
Figure 11 shows that Lushoto
has the advantage to produce

and supply potatoes during

the windows of March to May and October to December when potatoes is scarce and prices for
potatoes are higher in the main market - Dar es Salaam. TAPP has undertaken detailed market
demand study for most fruit and vegetables including Irish potatoes and Lushoto District Council
should use that study finding as entry point to support producers with designing crop calendar.
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Intervention 3: Take advantage of participatory forestry management to increase production
and also produce potatoes in seasons when potatoes are scarce in the market.

Currently, the opportunity to expand production of Irish potatoes in upland areas is there to be
seized. Using participatory forest management approached, farmers are allowed to produce a
number of crops in forest plantation and in so doing; they also weed the newly planted trees.
Yields of potatoes produced in forest plantations are higher because the soil in forest plantations
is fairly fertile and has higher moisture content. In addition, potatoes produced in forest plantation
areas is ready for the market and hence fill the market gap during the months of March to May
when potatoes is scarce in the market (see figure 11 above).

Intervention 4: Support strengthening of saving schemes and Income Generating Activities (IGA)
to improve financial assets of farmers

Supporting strengthening of existing VICOBA, SACCOS, AMCOS, and village based saving schemes
is recommended. This is because supporting such saving groups can serve as entry point to
promote collective activities such as collective marketing and collective purchase of inputs. It is
also recommended that saving schemes be backed with income generating activities to enable
savings to continue during seasons when incomes from Irish potatoes farming is limited or is
completely lacking. Possible IGAs that can be supported include, but are not limited to indigenous
poultry keeping, vegetable farming and beekeeping.

Intervention 5: Strengthen producer organisations for quality improvement and collective
marketing

Lack of rural collection centres or facilities perpetuate a habit of farmers selling produce from the
farm, albeit at low prices and hence they earn low incomes for their produce. In addition, lack of
rural collection or storage facilities means that farmers have to sell the potatoes quickly once
harvested, or else the quality deteriorate or in some cases, farmers stand the risk of loosing the
whole produce if they do not sell quickly. Because farmers can not hold their stock of potatoes for
long once harvested, farmers do not have a say in the prices of their produce and hence traders
and middlemen (brokers) set the prices on farmers’ behalf. Price setting by traders leads to low
prices at the farm gate hence low incomes for farmers. Mobilisation that has been done to
promote PO in Maringo, Boheloi and other villages should be enhanced. The concept of collective
marketing demands that producers be organised in groups such that they can meet specific
orders. In addition, collective marketing has potential to improve post harvest handling and
enhance quality of stock as Irish potatoes are only harvested once a buyer is known. Once farmers
are in groups, it is also easier to deliver extension services to them.

Intervention 6: Support conservation farming efforts aiming at soil and water conservation
Lushoto district is hilly and mountainous, meaning that run-off water from the hilltops can easily
wash away topsoil; thereby accelerating of in some cases, aggravating loss of soil fertility. Also, soil
moisture is important and highly necessary for production and should be conserved. For these two
reasons, the importance proper water and soil conservation practices cannot be over emphasised.
More structured efforts that enhance conservation farming (e.g. zero tillage, terracing,
constructing night reservoirs, use of farmyard and compost manure, mulching, etc) should be put
to promote activities that will encourage conservation farming.

Intervention 7: Lushoto District Council to take a lead in coordination of VCD multi-stakeholder
processes

Value chain development is a multi-stakeholder process that requires careful planning and
monitoring. Review of activities of different actors (service providers) and activities of
development practitioners are important and relevant. There are few development practitioners
that need to be coordinated to enable them work closely with District Council e.g. USAID (TAPP),
Oxfam (TASU), BRAC, SARI, etc. Also, new programs opening shop in the district should be guided
and their efforts directed affectively. Figure 3 in section A above provides a checklist to guide
coordination and monitoring of activities of value chain stakeholders.
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C.3.3 Proposed DADP led business model

Following the recommended interventions above, proposed business model to implement such
recommended interventions is depicted in figure 12 below. The recommended interventions
target enhancing production and market development. Production development should be
enhanced by promoting access to extension, seeds, and other inputs. On the other hand,
marketing development is to be enhanced by promoting collective marketing. At the centre of the
model is promoting savings schemes. Promoting saving schemes is considered relevant and
paramount to enable farmers access both inputs and markets and extension services in a more
cost effective way.

Figure 12: Proposed business model to operationalize interventions in Irish Potatoes VC development
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SECTION D: GENERAL OBSERVATIONS AND RECOMMENDATIONS

D1. Value chain review

1. Capacity building for DFT and NFT in value chain analysis should be an ongoing activity
because the skills cannot be acquired based on one time exercise.

2. Coordinating VCD is a multi stakeholder process and although there is a rationale for the
district councils to take a lead, the councils’ team need capacity building. The suggested entry
point could be based on the active coordination of various activities among different
departments/units within district council before engaging with much wider coordination of
multi stakeholder processes beyond district council to include other development partners.

3. The VC review has brought up few “new” necessary interventions that were not thought for
during the previous district and planning processes, consequently they cannot be financed
through approved budgets. There should be a need to see how some of these activities can be
financed through 2014/15 plans.

D2. Actionplans

1. There should be a specific capacity building trajectory for district planning especially
identifications of activities based on proposed interventions. There is a danger of having
interesting interventions but less innovative proposed activities related to such interventions.

2. Itis evident that for all districts, action plans activities for 2013/14 revealed significant gaps
because the plans (DADPS and others i.e. OC and Own source) were developed prior to a
structured VC review. While there is limited chance to improve proposed activities for
2014/15 but the process is complete in some district (Lushoto) and review may be
encouraged/initiated from national/NFT level and during budget review meetings.

3. More departments/units within the District Councils have specific role to play in the
implementation of proposed interventions based on VC review; nevertheless, most of
proposed activity’s budgets are unsecured (e.g. Lushoto DC — Community Development, Land
Use Planning (LUP) unit; Mbozi DC — Cooperative unit, Community Development) and there is
need to find ways to implement these activities within planned activities e.g. during
supervision and M&E missions or within the normal working environment at the district
councils.

4. For future there should be a deliberate effort to gauge the planning process at district levels
and to make sure VC review and action planning exercise is undertaken early enough to be
able to feed into district budgeting processes timely. Districts those were late to integrate
their action plans timely in the budgeting process to get a special treatment to make the three
pilot districts able to capture experience and lessons prior to replication in other districts.

D 3. Creating synergies with other development partners

Mbozi

Mbozi District Council is already working closely with TaCRIl (agronomy, seeds and seedlings
multiplication) and there is room to work more closely with INADES Formation to benefit from
their experience in VSL formation and IGAs. In the draft action plan is was possible to include some
joint activities between the Council, TaCRI and INADES Formation because the three partners are
already working together. This was not the case in the other two pilot districts because the
partners have much large programmes and at this moment the capacity of the district councils’
team to coordinate them is limited.

The emerging innovative producer groups (e.g. Mpogolo ) and coffee buying companies (e.g. GDM
inputs loans) who extend embedded services to coffee producers should be studied careful to
document performance, experience and lessons for replication elsewhere.

Although seed and seedling production and multiplication is a pertinent issue in all three pilot
districts, Mbozi District Council collaboration with TaCRI will give all pilot districts good process
and scientific focus multiplication process (routine structured visits and training). Kilombero can
work closely with KPL/SRI while Lushoto should strengthen collaboration with SARI.
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Kilombero

The best partners include BRITA (Norges Vel) and NAFAKA (USAID) mainly in the training on
agronomy (GAP) specifically on SRI, farming as business, marketing (collective marketing) and
ICS/WRS. Interestingly BRITA (active in 12 villages) and NAFAKA (active in 60 villages) cover almost
85% of the district, so the Council should work closely with these two partners to build synergies
and avoiding segregation and/or duplication. The efforts done through JICA-RADAG should be
captured and replicated. There is therefore, room for district council’s team to start working
together with these partners on thematic issues e.g. capacity building training and collective
marketing facilitation and gradually creating trust and realising synergies of working together.
Bilateral and later multi stakeholder coordination meetings could be organised.

Kilombero is the only pilot District where most Savings Schemes have been piloted, namely Village
Savings and Lending Groups (VSL), SILC&SIGA and VICOBA. The Council should document
experiences and lessons regarding performance of these schemes. Furthermore, the debate on
rationale of producers’ apex organisation can be tested through AKIRIGO and NAFAKA initiated
Ward apex organisations.

Lushoto

Although TAPP (Fintrac) is active in only 10 villages in Lushoto District, the programme has
developed training materials for fruit and vegetables producers including agronomy (GAP),
nutrition, farming is business, marketing and conservation agriculture (CA). Lushoto District
Council could benefit from using these TAPP training materials (modules, leaflets and notes) in
implementation of Irish potatoes sub sector capacity building interventions in other villages where
TAPP don’t reach. TAPP has also undertaken detailed market study of most fruit and vegetables
including Irish potatoes and have come up with demand and price ranges for various fruit and
vegetables for the whole year, database of all prominent buyers in major markets and
transporters.

The TAPP team in Lushoto is already working with DALDO member of staff and there should be
deliberate effort to start working together on thematic issues and like Kilombero, gradually
creating trust and realising synergies of working together. Bilateral and later multi stakeholder
coordination meetings could be organised.
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Appendix 6

Good Practices of Value Chain
Development for DADP



Good Practices of Value Chain Development

for DADP

Project for Strengthening the Backstopping Capacities
for the DADP Planning and Implementation, Phase 2

June 2013




The case studies shown here are drawn from the value chain fact-finding study conducted by the
project members and the pilot projects. We hope that you can refer to and apply these good practices

to improve value chain development in your districts



Case Study 1

Place

Muheza District, Tanga Region

Implementer/Ma | MUVI/ KIFAA

jor Player

Commodity of | Orange

Value Chain

Challenges Low prices of oranges. Many farmers are tied with business men / middle men
who finance them prior to season and buy their produce with low prices. Finance
access and weak bargaining power are bottlenecks.

Summary Kilongo Farmers Association (KIFAA) was established in 1998 with ten

members (nine males and one female) with the aim of overcoming the
exploitation of middlemen who were buying oranges at very low prices and
improving bargaining power. The idea for the group formation came from the

chairman. Currently KIFAA has 64 members (34 female and 30 males).

DAIPESA is an NGO working with KIFAA on orange VC through
encouragement of group formation and provision of marketing training. They
took some members of KIFAA to Morogoro and Nairobi for a quality test show
in order to expand their market and improve the quality of oranges. Since 2003,
KIFAA has managed to stop using middlemen and started selling directly to

buyers in Kenya with the marketing knowledge obtained from DAIPESA.

MUVI operates under SIDO and work with KIFAA too. KIFAA requested
MUVI to support to find markets for oranges and to access to finance. MUVI
agreed to find and link the farmers to markets and buyers, train them on value
addition, entrepreneurship and business management. MUVI also took them to
agricultural and trade shows in Morogoro and Tanga where they learned various

ways of agriculture practices.

Regarding access to finance, MUVI has connected KIFAA to credit facilities
such as PRIDE which provides loans to farmers with 15 % interest rates.
MUVI also initiated the formation of KILONGO SACCOS. PRIDE facilitated
the construction of a traditional fridge for cooling oranges and other horticultural
products before selling. MUVI provided fund, materials, and training on usage
and maintenance of the facility. MUVI also provides market information, such

as prices and potential areas to sell oranges, and linkage to farmers. The




current major markets for KIFAA oranges are Nairobi and Mombasa in
Kenya. When buyers come to the village, a marketing committee which consists
of 4 members negotiates prices on behalf of KIFAA. Currently they don’t have

regular buyers because buyers change as a result of wider market.

Other organization called BRITA provided training on orange seedling for

popular varieties and high productivities.

Good Practices

(1) Formation of farmer’s group and training them
Power of a group is bigger than an individual. To have an active, motivated

business minded famers’ group is essential to work with farmers. If they act
collectively, they can sell their product at higher prices and invest and share
better agriculture practices.

2) Access to Finance

Provision of finance access to is very important for farmers to avoid sell their
products at low prices in advance and invest in better agriculture inputs and
facilities.

3) Marketing
Visit to trade shows or agriculture events can give a chance to what kinds of
variety or quality are demanded in the current market and motivate farmers to

produce such products

Case Study 2

Place Lushto District, Tanga Region

Implementer/Ma | Lushoto Business Incubation &Technology Center (LBITC) under Oxfam
jor Player program

Commodity of | Snow peas

Value Chain

Summary A local NGO called Lushoto Business Incubation &Technology Center (LBITC)

under Oxfam program listed up all of the products which were grown in Lushoto
district. After hearing from the buyer (Home Veg. Ltd. in Arusha), a staff of
LBITC found that snow peas, which were minor agriculture products in
Lushoto, would be sold in the international markets. Then he facilitated farmer

groups to produce snow peas. At the initial stage, Oxfam/LBITC supported




“infant” farmers’ groups for snow peas in almost all aspects e.g. training and
transportation but once the business agreement was made between farmers
and buyers, they stopped supporting farmers, because training or follow-up
was done by the buyers. The buyers require more snow peas but the farmers

cannot meet demand.

Good Practice

Marketing

Finding a potential market first is good strategy. Even if you intervene in the

production stage and increase yield, we sometimes cannot find markets to sell.

Case Study 3

Place Lushto District, Tanga Region

Implementer/Ma | ULT

jor Player

Commodity of | Horticulture products

Value Chain

Challenge Low prices at farm gate and cheat by middle men due to lack of market
information

Summary ULT is an NGO established in 1996 to produce and sell horticulture products as a

group. They were assisted by TRIDEP (sponsors from Germany) for group
formation. Members were sensitized and gathered through district extension
officers. The original intension of group formation was to overcome a problem
of cheating by middlemen and low prices at farm gate. ULT then established a
collection center where middlemen buy the products in a transparent manner,
while receiving assistance from USAID for marketing (direct sale to buyers in
Dar es Salaam), construction of an office and collection centre, crates and
weight measuring tools, etc. The extension officers also provide marketing

training to the members.

They hire two trucks by themselves for transport their products twice a week.
Their markets include DSM airport, SHOPRITE, SERENA HOTEL, Steers,
SAVARIO, Masaki Areas, etc. Orders from these markets come every week.
And the ULT collect required volumes and send them to the buyers. At the time

of collection, in addition to the collection from the members when it is not




enough to supply to the market, the truck collects from the non-members.

Their needs or challenges are i) market expansions in order to sell more produce;

ii) access to finance and iii) more collection centres.

Good Practice

Direct sale to buyers without middlemen

If you sell your products directly to buyers, you can have more profit by
avoiding middlemen. However, you should take necessary measures which
middlemen/traders are usually responsible for such as transportation of products
and find the final markets. You can intervene in there issues to increase farmers

income.

Case Study 4

Place Meru District, Arusha Region

Implementer/Ma | Llima-Numbe Group

jor Player

Commodity of | Milk

Value Chain

Challenge Livestock keepers did not have power to negotiate prices of milk.

Summary LLima-Numbe group is an association dealing with milk collection and

processing of milk into yoghurt and cheese. After having a meeting at village
level, members (livestock keepers) found a need to form an association/group of
livestock keepers to have bargaining power. Since the formation of the group,
each member has kept a record of milk production and made contribution to the

group based on the record.

Llima-Nnmbe group has tried to attract many milk producers by giving various
prices per litre in order to compete with hawker and through establishment of

collection centres in village.

By forming the group, they are able to keep certain quality of milk as follows.
e Producers collect only milk produced in the same day
e They discourage members to mix milk with water. To check quality,
they use lactometer for test the quality.




Consequently, they have established their own brand LLIMA-NUMBE for

recognition and expanded markets of milk and processed foods.

Good Practices

(1) Having collection centres

This enables them to collect enough volume of milk so that they can have
bargaining power to sell compared to individual sale.

(2) Quality control by the producers group

This gives better reputation for their products and attract new buyers.

Case Study 5

Place Kilombero Districts, Morogoro Region

Implementer/Ma | NAFAKA under Feed the Future Project (USAID)/ Kilombero Plantation
jor Player Limited (KPL)

Commodity of | Rice (mainly rein-fed areas)

Value Chain

Summary NAFAKA is aiming to intervene in the whole stage of VC. The first and second

years focus primarily on the production stage, such as training farmers and
extension officers (called Field Agronomists) hired by NAFAKA, introducing
demonstration plots and arranging collaboration with input supply dealers. The

third to fifth years focus more on marketing and financing.

In the 1% year, NAFAKA prepared demonstration plots, hired extension staff,
organized farmers groups and identified hundreds of ‘village based advisers’
who are expected to give technical advice to neighboring farmers and to be a
channel of agriculture inputs instead of input supply companies which are
reluctant to do business in remote areas. The project has given technical support
and introduced new agro-chemicals, fertilizer and seeds to them through the
extension staff. Since the 2™ year, they have been focusing on mechanization,

post-harvest handling, linkage to markets, and provision of credit.

The project has taken the ‘value chain facilitation approach’. Past projects used
to employ hundreds of extension staff to deliver good results, however,

everybody was gone after the projects finished and there was no sustainability at




all. They learned such a lesson and try to avoid direct intervention as a player
and rather take a facilitation approach by involving other players who can
work even after the project ends in order to ensure sustainability by developing
relationship among players and leveraging other resources. For instance,
agriculture input for the demo plots are now being supplied by input dealers
(YARA and Syngenta) at free of charge since they see a business chance and
profits in the future. They will keep supplying inputs to farmers and farmers
will buy them after the end of the project. In addition, the project does not need

to buy inputs and to fight for waivers to buy fertilizers and agro chemicals.

The project are now hiring extension staff for the demo plots and farmers and
they are expected to be absorbed in KPL in the future. This is another case of

sustainability.

As for financing, NAFAKA and KPL contracted with micro finance institutions
to train the farmers, who graduated from the programme of new agriculture
practices, on entrepreneurship and loan management and provide loans to the

farmers.

Good Practices

(1) Intervention to connect the whole value chain and gradual

approach

It is difficult for LGAs to intervene many parts in a selected value chain at the
same time. But, please remember the importance to see the whole value chain
and ask other players to intervene where you cannot. And take a gradual
approach by step by step.

2) Involvement of the private sector

Involvement of the private sector can help you to develop value chain with

sustainability and less resources.

Case Study 6

Place

5 fast track districts (Mbarali DC, Morogoro DC, Songea DC, Mbeya DC and
Mufindi DC)

20 districts extended (Iringa DC, Kilombero DC, Mbozi, Kyela, Njombe,




Namtumbo, Meru, Monduli, Karatu, Babati, Moshi DC, Kiteto, Kilindi, Muheza,

Mvomero, Kibaha, Kisarawe, Kilolo, Sumbawanga and Mpanda)

Implementer/Ma | Tanzania Agriculture Partnership (TAP)

jor Player

Commodity of | Rice and Maize

Value Chain

Summary TAP assigns a district coordinator in each district. District coordinators are in

charge of the following activities including facilitation of a planning process of
Commodity Investment Plan (CIP). They are also in charge of awareness
creating for stakeholders and potential partners, based on their guide of CIP
preparation.

*  Carrying out analysis of information on rice and maize value chains

*  Formulating Districts Commodity Investment Plans (CIPs)

* Implementing field demonstrations in demonstration plots by

extension officers and extension services to farmer groups

*  Developing Warehouse Receipt System

* Introducing commercial bank investment

*  Expanding locally organized market information system

*  Engaging with large-scale grain traders

*  Reviewing policy issues and advocacy

TAP interventions in VC (rice and maize) are production stage (linking farmers
to input suppliers) to secure better inputs leading to production increase, and
marketing stage (linking crop dealers to farmers) to secure market and strengthen
their bargaining power. TAP also arranges finance from NMBs and SACCOS to
operate WRS.

Demonstration plots are prepared by extension officer and agro dealer provide
inputs at free of charge. Baby plot (demonstration plot prepared in farmers’
own plots) promoted farmers’ better understanding of the importance of use of
improved seed varieties and fertilizer, resulting in an increase in production.

This also benefitted agro dealers’ business.

The WRS enabled farmers to use the stored commaodity as collateral to access

loan from financial institutions such as NMBs and SACCOs while waiting for




better prices. In the system, farmers were able to sell collectively to meet
market volumes and standards thereby increasing their bargaining power on

the selling price.

Good Practices

(1)

To manage farmers’ expectations is a key to success by showing their return

Quick results by demo plots

quickly by using demo plots.
(2) Introduction of WRS

WRS enables farmers to do collective marketing, which generates bargaining

power to crop dealers and brings increased profits to farmers. WRS can give
finance access to farmers. Such clear benefits facilitate involvement of farmers

in WRS.

Case Study 7

Place Iringa and Kilolo District

Implementer/Ma | TAP implemented by Tanzania Grassroots Oriented Development (TAGRODE)
jor Player

Commodity of | Maize

Value Chain

Summary Two levels of demonstration plots have been prepared as follows.

Mother Plots Baby Plots

Number in a According to the
_ | number of farmers who
Village would like to
participate.
Crop cultivated Maize Maize
Size Smx10m Smx5m
Responsible Village Extension
Farmers
Officer (VEO)

Supply given by Agro-Dealers Agro-Dealers

Agro-Dealers supply fertilisers, chemicals and other agricultural inputs free of
charge to demonstration plots for one year. During the first year, farmers are

given free-of-charge supply and choose whatever they would like to use on their
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own baby plots. It is expected that the farmers would continuously use those
inputs if they see the benefits of the supplied inputs. Farmers are also given
technical assistance by village extension officers. Whether they adopt new

technology or not and which input they use is all at farmers decision.

Good Practice

Win-Win arrangement for private company and farmers

Make arrangements to attract both farmers and the private sector in a business

basis could keep sustainability.

Case Study 8

Place Lake Victoria Region

Implementer/Ma | Techno Serve

jor Player

Commodity of | Cotton

Value Chain

Summary Techno Serve’s is aiming to develop a farming business model (Business

Solutions to Poverty). VC is part of their approach.

First, Techno Serve carried out an industry analysis (VC analysis) to identify
where to intervene.

*  Training of cotton inspectors and building monitoring and reporting
tools and structures

*  Training of Ward Agriculture Extension Officers (WAEO)

* Organizing 70-100 farmers to establish one business group (to gain
bargaining power against ginners, as the farmers used to sell cotton
individually at very low price)

*  Training farmers by WAEOs on
» Agro practices (how to measure area of their plots, adequate

spacing in planting, etc.)

»  Marketing/quality improvement to avoid bad practices (to sell
cotton mixed with stones and water due to their profit based on
weight of their cotton)

* Arranging a contract between the business groups and a ginner
(contract farming). In the contract, each farmer receives farming

inputs (seeds, fertilizer, etc.) on credit, and the costs of the inputs will
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be deducted from their sales.
*  Production and marketing information being shared among pilot

farmers, ginners and TCB and DALDO.

Eventually, 400,000 small cotton farmers joined contract farming through
participating business groups, and enjoyed increased and stable profits (10%
increase according to the Report). The contract farming meets the needs of
both ginners and farmers. Ginners needed to collect large volume and good
condition of cotton, since many farmers mixed cotton with stones and water to

gain weight and farmers needed input supply and secured market.

There is a problem though that debt collection by ginners from farmers when
some farmers breached their contracts and sold their cotton to others. Awareness

creation for farmers is important.

Good Practice

Contract Farming

Contract farming can bring farmers increased and stable profit , while ginners

can stably collect large volume and high quality of cotton.

Case Study 9

Place Mbarali District, Mbeya Region

Implementer/Ma | Chimala SACCOS/Warehouse Operator

jor Player

Commodity of | Rice

Value Chain

Summary Chimala SACCOS was established in 2002 with the purpose to mobilize fund

and raise capital from members and provide credits under eased conditions for

agriculture activities and small businesses.

The WRS are jointly operated by three parties, that is, Chimala SACCOS, a
specialized Warehouse Operator (WO) dispatched from the private sector and
farmers. Having a warehouse can reduce transportation costs for both farmers
and buyers, since the warehouse functions as a collection centre. The functions

of WO are to issue receipts, to manage the warehouse, to classify rice brought by
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farmers into different varieties and store them by variety in the warehouse. WO
makes fair trading possible by setting and following criteria such as weight per
bag. The paddy kept in the warehouse is used as collateral for loan. When the
price of paddy is favourable to farmers, they sell their paddy and pay off the loan

with interest to make a profit.

WRS requires the operator to borrow money at the start of a year to give loans
to farmers as advanced payment. One of characteristics of Chimala SACCOS
is the healthy and sound management. They borrows money from banks or
financial institutions according to their borrowing plan which is made based
on calculation of revenue from the expected yield in the next year in the
cultivated areas of the members and necessary money for loans to the
members.

WO of Chimala supports to meet buyers’ need of buying certain variety of
paddy by sorting and storing paddy by variety in the warehouse. WO also gives

advice for negotiation between farmers and buyers.

So far, collective shipment has not been done and farmers make a final decision
on sales price and timing to sell by themselves individually. Farmers should
bear additional costs for WRS such as the usage fee of the warehouse
including the labour cost of WO (1,400Tsh/100kg/ bag), interest rate for 8
months storage (2%/month), and shipment cost to the warehouse from the
fields.

2,100 ton of rice was collected this year but 700 ton has not been sold yet and
still stored in the warehouse. This is partly because the import of cheap rice from

Vietnam and Thailand and the export ban of grains to the neighbouring countries.

Good Practice

(1) Introduction of WRS

If paddy is demanded in the markets, introduction of WRS brings some merits
such as easy access to finance for farmers, minimization of post-harvest loss and
strengthening bargaining power.

(2) To meet buyers’ needs

Not only storing paddy but also classifying them into varieties can add value
when you sell.

(3) Sound Operation of WRS
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It is essential to operate WRS in a health and sound way. For instance, decent
borrowing plan to avoid default is required. And you should conduct break even
analysis for expected sales prices and additional costs incurred by introducing

WRS such as hiring WO, interest on borrowing, insurance fee for a warehouse.

Case Study 10

Place Mbinga District, Ruvuma Region
Implementer/Ma | Kimuli AMCOS and Luwaite AMCOS/SACCOS
jor Player

Commodity of | Coffee

Value Chain

Summary Kimuli AMCOS

Since its establishment in 1994, Kimuli AMCOS has expanded its membership
and functions. The production volume in 2011/2012 was 296 tons. Currently,
AMCOS owns two CPUs and they use the CPUs together, purchase inputs
jointly, and provide agricultural loan to members. Joint purchase of large
volume of agro-inputs from suppliers makes it possible to purchase at
wholesale prices. AMCOS in collaborations with village extension officers

organizes training on production techniques in response to famers’ needs.

Kimuli AMCOS has put emphasis on maintaining the discipline among members
since its establishment. The members trust AMCOS because AMCOS has tried
to ensure accountability for the members and keep transparency for their

operation.

The head of AMCOS has exercised leadership with strong supports from village
representatives and expanded the marketing network on his own. Consequently,
direct export of 42-ton coffee beans to Switzerland was made possible in

2011/2012.

Luwaite AMCOS
Since Luwaite AMCOS began its operation in 1987, Luwaite AMCOS has

integrated other 26 AMCOS in the neighbouring areas. The production volume
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in 2012/2012 was 310 tons. Luwaite AMCOS has a CUP and also have realised

joint use of it.

SACCOS is formed under AMCOS. SACCOS provides loans to farmers by
responding their request carefully because they can use famers’ production
and sales records owned by AMCOS. Both AMCOS and SACCQOS are able to
give appropriate loans to farmers as AMCOS has a reliable data management
system. AMCOS also places stickers on their products when they sell them to
appeal there brand to buyers. The members try to keep quality of their
products not to degrade the image of their products, since they trust each

other.

Both AMCOS

Both AMCOS not only use CPUs jointly but also collect and sell coffee beans
jointly to have bargaining power to buyers as well as keep production and sales
records of each member and discloses the information at coffee auctions in
Mosi, such as price and sold volume, which secures transparency of AMCOS
management and increase trust of the members to AMCOS. Moreover,
AMCOS has set rules how to use CPUs and shared necessary information

among the members to be fair to all.

Good Practices

(1) Forming AMCOS (joint purchase of inputs, joint sale, quality control,

record keeping etc)

Forming AMCOS has many merits, such as joint purchase of inputs at lower
prices, collective collection and sale to have better prices from buyers, awareness
raising to keep quality of their products, and record keeping of members’
production and sale to increase transparency of AMCOS management and trust
building among members.

(2) Introduction of CPU for better post-harvest

Better post-harvest treatment can increase selling prices of coffee beans. Rules

should be set how to use CPU jointly and for sustainable use.
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As we have seen, many good practices here are related for improvement of post-harvest and
marketing. It is, of course, important to improve the production stage by using better inputs,
introduction better seeds, using better machine or equipment and so on. However, this is not the only
option to develop value chain. Please remember to see value chain not from the input and production

stages but also from processing/distribution and market stages too.

The followings are major interventions taken from the good practices which are recommended to be

applied at LGA level.

1. Establishment of farmer groups

Power as a group is bigger than an individual. As a group, farmers can act collectively to purchase
inputs to decrease costs, to collect and sell agriculture products to have bargaining power, to use
machine or equipment, to find markets, to share production techniques, to keep quality of products
and so on. What you should do is to facilitate formation of famer groups and provide necessary

training to them.

2. Better post-harvest treatment and minimization of post-harvest loss

Introduction of machine, equipment or facility, such as collection centre, warehouse, CPU, for better
post-harvest treatment and minimization of post-harvest loss is important, because quality of
agriculture products become worse if nothing is done after harvest and quite big percentage of
products are lost without proper warehouse and storage skills. To introduce machine/equipment like
CPU, storage such as collection centre and warehouse solve these problems. To provide necessary

training how to use and maintain these machines, equipment or facility is also necessary.

3. Introduction of collection centre or warehouse

Introduction of a collection centre and warehouse can also give farmers bargaining power since they
can sell large volume to attract buyers and they do not need to sell their products at lower prices at
farm gates. This can increase farmers’ income. And if they are operated well, farmers can meet needs
of buyers in selling product by size or variety. Location of and how to manage such facilities

should be decided with farmers.

4. Marketing

Marketing, in other words, finding markets for agriculture products is very important, but this is
often neglected. To know buyers needs enables farmers to understand what kind of products, quality
(size or maturity), and volume is needed in markets. You can support farmers to interview buyers

to know their needs or take farmers to agriculture or trade show to see other products.
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5. Access to finance

Farmers are forced to sell their products at low prices because they need money urgently and cannot
wait till prices go up and they do not enough money to buy agriculture inputs or better seeds. Giving
finance access to farmers helps them to increase income. LGAs can bridge farmers with financial
institutions, support them in establishing SACCOS, or introduction WRS. However, it is difficult
SACCOS or WRS keep health or sound management. LGAs need to work with other stakeholders
such as NGOs or organizations having specialities to train SACCOS or WRS.

6. Involvement of the private sector

Involvement of the private sector is critical to assure sustainability even after LGAs finish assistance.
If the private sector find a business chance, they will support you, for instance, in providing
agriculture inputs or seeds at free of charge, or provide necessary training on production techniques
through extension staff. LGAs should collect information of the private sector and involve them in

VC development.
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1. Introduction
1.1 Background

The Agricultural Sector Lead Ministries (ASLMs) have been developing Agriculture Sector
Development Programme Phase 2 (ASDP-2). In ASDP-2, District Agricultural Development
Plan (DADP) remains as a tool for Local Government Authorities (LGAs) to undertake
agricultural development at local and field levels. It is expected to utilize the achievements of
ASDP Phase 1 and collaborate with other actors (e.g. NGOs and Private sectors) in order to
direct farmers to developing the commodity Value Chains and realizing their market potential.

Whilst ASDP-1 provided grants to farmers, it is high time to move to another stage of
development by making them accountable to commercial entities e.g. banks, microfinance
institutions and private investors, so that their agriculture become commercialized while
enjoying various sources of finance. Based on this consideration, DADP Planning &
Implementation Thematic Working Group (DADP P&l TWG), in collaboration with JICA-
RADAG, has prepared this Guide, “Guide for Business Plan Preparation for Agribusiness,”
since the business plan (BP) is an essential tool for farmers to introduce their business to
other stakeholders, mainly financial institutions that may provide resources for development.

1.2  Purpose of the Guide

The purpose of this Guide is to provide guidance and show steps on how to prepare a
business plan (BP), especially for the aim of applying loan to financial institutions. The Guide
can be used by District Facilitation Team (DFT) and any other entities who supports and
guides farmer groups when the groups need to obtain supports from stakeholders including
commercial banks. It can also be used by farmers group (e.g. AMCOS).

1.3 Structure of the Guide

The main text of the Guide is composed of four (4) sections, including this section of
Introduction. The next section (Section 2) will provide the outline of the BP, by addressing its
definitions, users and benefits. This is followed by Section 3 that delineates the contents of
the BP with step-wise approach and sample illustration, using a hypothetical group of
farmers. Then the final section presents further steps to apply loan. The Guide also has
some attachments, including the simple format for the BP and another sample for wider
understanding of readers.



2.  Outline of Business Plan (BP)
21 Whatis the BP?

The BP is a written document that describes in detail how a project is going to achieve its
goals_in a certain time span (e.g. annual, 3 years). It lays out a written plan from a
marketing, financial and operational viewpoint, mainly with the aim of obtaining support from
stakeholders.

2.2 Who needs it?
The BP is usually required by the following entities as long as DADP is concerned:
» For farmers’ group (e.g. AMCOS) to explain their business to other stakeholders,

especially with the aim of gaining financial and/or technical supports from them;

» For financial institutions (e.g. banks and micro-finance institutions) to examine the
possibility of providing loan to applicants;

» For private companies to look for good partners for their business; and

» For DPs and NGOs to consider how to provide financial/ technical supports to groups.

2.3  What are benefits?

The BP can be_a strong management tool for a farmers’ group to run its business with the
following benefits:

» Increased ability of farmers to access loan from financial institutions e.g. bank;
Improved Knowledge on profitability of the project (can project profit and loss);
Transformation from subsistence agriculture to ‘farming as businesses’ will increase;

Financial discipline to farmers will increase; and

YV V V V

Consistency of farmers to work towards objectives will increase.

3. Contents of BP
3.0 Major contents of the BP

In principal the contents of the BP can be classified into two elements, namely, i) business
concept and ii) financial analysis. In reality, the format and structures of the BP may be
subject to institutions to which you intend to request support. However, in many cases, the
following issues are addressed.

Part A: Business Concepf|

Understanding of the business
Marketing

Technical aspects

Social and Environmental aspects
Management and administration
Risk and its mitigation measures

LgLerp=

Part B: Financial Analysis|

7) Costs of business

8) Source of capital and repayment schedule

9) Revenue of business

10) Profit examination (Profit per cycle, Cash flow, NPV/IRR )

The rest of this section delineates how to prepare each content with presentation of some
samples of the BP.




Part A: Business Concept

This Part shows the concept of your business using narrative expression. The
concept include marketing, technical aspects, social and environmental aspects,
management and administration, and risk and its mitigation measures.

3.1

Understanding of the business

The BP, in many cases, starts with the description of the general understanding of business.
The following are the examples of it, showing the necessary elements to be filled up. The
general introduction is to introduce your business to potential supporters. It should address
Size of business; Skill and System; Experience; Annual sales turnover or profit; Purpose of the
BP; and Risk and measures.

Example A: The farmers group in XYZ DC (Rural Vegetable Kingdome: RUVEK) is willing to
obtain loan to procure a truck for their transport of the vegetables.

Example A-1: Understanding of the Business

Business Name

Direct Delivery of Fresh Vegetables to Dar es Salaam

Group name (Place) RUVEK (XYZ DC)

Group responsibilities Manager Mr. AAA (Mob. O7##-#Ht-#H)
Secretary Ms. BBB (Mob. O7##-#Ht-#it)
Accountant Mr. CCC (Mob. O7##-##H-###)

Group size

RUVEK consists of around 200 farmers, covering four villages in XYZ DC, i.e.
Maringo (100), Boheloi (50), Kwesine (50), and Lukozi (100). Each member
has 1 — 2 acres for producing vegetables while plating maize for some time.

Business experience

RUVEK has been engaged in this business since 1997.

Business size (e.g.
turnover or profit)

Our business yields around Tsh 20-25 million per year.

Business models

On every Monday and Thursday, each member brings his/her vegetables to the
collection centre nearby. RUVEK management then collects the produce and
transport, by renting a truck, to Dar es Salaam through the night. In Tuesday
and Friday morning, after arriving at Dar, the management member goes
around to their customers to supply their products directly to retailers.

Orders from customers are obtained in advance either through telephone,
emails or direct meeting when supplying the vegetables. The orders obtained
were distributed to members in the four villages through village-group leaders.
The payment will be made at the collection centres. The member, when bring
the produce there, is paid for the last time supply.

Roles in Value chain

The roles of RUVEK members and management in the VC are as follows.

VC stage Responsibility Remark
Input RUVEK Using reliable seeds and inputs with own
Members responsibilities
Production Well trained by District and JICA
Collection RUVEK Using collection centres
Transportation Management Hiring a truck which costs a lot.
Marketing Having buyers(retailers) on constant basis

Purpose of preparing this
BP

To procure a truck through a loan from a bank. Facing the high charge of
renting a truck for transportation, we are now planning to procure a truck
(Fusso), thereby requesting the loan from your institution.




3.2

In the BP, the situation of Marketing should be described. It makes potential supporters
understood how you gain the money, not how much: how-much parts will be presented in
other sections of the BP. The following are examples of the section of Marketing. Substantial
reference was made to SIDO training material.

Marketing

Example A: RUVEK in XYZ DC sells fresh vegetables directly to retailers in Dar es Salaam.

They conducted the market survey with DFT before preparing this BP, which
revealed that there are several potential buyers who shows interests in dealing
business with RUVEK directly.

Example A-2: Marketing

Products to sell

Fresh vegetables

Area of production

Soni, Lukozi, Maringo, Kwesine, Boheloi in XYZ DC

Where to sell

Dar es Salaam

Who are customers

Sunrise Fruits, Namanga, Lily shop, Con-start Hotel, Cold ring, Fresh Green

(Show specific Supermarkets, Kimoso.

names)

Means of delivery Direct delivery to retailers by renting a truck two times every week
Competitors Spanish Fresh — EFG DC, Smart groups — XXX CC and smallholder farmers of

XYZ DC

Strengthens of your
products compared to
others

Our vegetables are fresher than others.
There is a lot of variety of the vegetables.

Results of the market
survey

Dar es Salaam is the most potential market as compared to Arusha and Dodoma.

Several restaurants and supermarkets were interested in buying the products from
farmers directly.

Proportion of your
products in the market
(much or less?)

It is still little as we are not well known to consumers.

What is the most
profitable product?

Lettuces, Tomatoes and Potatoes for large-quantity order
Color peppers and spices for high value, despite less quantities for order

Price setting. Is it

Yes. While having the standard price list, actual prices will be determined through

different by individual negotiations.

customer?

Challenges and way 1. Training producer for Quality improvement

forward 2. Widening network to fulfil the requirements of customers in terms of variety
of goods.

3.3 Technical aspects

Technical aspects of the BP play a significant role in providing information on design and the
tools used. Specifically, technical aspect to be taken care includes project location, size of the
investment, existing f buildings, equipment and machines, and procurement of inputs. Details
and descriptions of these aspects should be clear and well documented.

Example A: RUVEK intends to borrow loan to make investment in a truck. Unlike the case
of infrastructure or land development, there is no specific location and site for
this investment. As regards existing resources, they have office building,
collection centers, computers, weight scales, and several pieces of furniture, all
of them are functioning and contributing to their business. For a truck to buy,
RUVEK identified two companies which directly import cars from Japan.



Example A-3: Technical Aspects

Location for investment Not applicable ( the investment of RUVEK is to procure a truck, neither

(In case of infrastructure or land | for infrastructure nor for land development)

development)

Size of the site for investment | Not applicable ( the investment of RUVEK is to procure a truck, neither

(In case of infrastructure or land | for infrastructure nor for land development)

development)

Amount for investment Tsh 42 million in total, out of which, Tsh 36 million is required through

(Indicate both the total amount loan from a bank.

and loan amount)

Timing of investment The truck should be procured by March 2016.
No phase required in this investment.

Existing of facilities, Facility: office building and collection canters

equipment/ machine, and Equipment/ machines: computers and weight scales

furniture used for business Furniture: meeting table and chairs

Operation & Maintenance O&M are undertaken by RUVEK management.

(0O&M) Usually around Tsh 300,000 is allocated for maintenance of all
facilities, equipment/ machines, and furniture.

Procurement of inputs for Fresh vegetables are procured from farmers (i.e. members).Those which

business are not available in XYZ DC are procured from Kaliaco market in Dar
especially from Mr. AAA’s shops.
A truck, to be procured through loan will be imported from Japan. So
far two agencies have been identified as reliable importers, namely BBB
Co.ltd., and CCC import-car-dealer.

3.4 Social and Environmental aspects

In addition to marketing and technical aspects, the BP is to show how your business can be
justified from social and environmental perspectives.

Example A: RUVEK has been engaged in direct-delivery business without involvement of
middlemen. This kind of business is somehow new in the country. Investment
(i.e. procuring a truck) may promote their business.

Example A-4: Social and Environmental Aspects

Social Aspects The business of RUVEK is direct-delivery of fresh vegetables without
L middlemen. It contributes to increasing the income for farmers, most of

Any positive impacts? (e.g. . . , . .

employment contribution, foreign | WhO are poor, while enhancing customer’s satisfactions, as they can

exchange earnings, new technical | consume fresh vegetables. Procurement of a truck will help us develop a

innovation) cold-supply chain In fact, in many developed countries, farmers enjoy
T cold?supply chain or direct sal_e to consumers. Our business could be
mitigation measures? the first step to realize such agri-businesses in the country.
Environmental Aspects There is no positive/negative impacts on environmental aspects.

Any positive impacts?

Any negative impacts? If so, any
mitigation measures?

3.5 Management and Administration

Management and administration are key issues in the BP, demonstrating institutional
arrangements and capacities to conduct business. In fact, many financial institutions and other
stakeholders show strong interests in this aspect. The support may not be rendered to group



and companies who do not have robust management capacities.

Example A:

RUVEK is registered under Ministry of Home Affairs. As mentioned before,
their business has commenced since 1997 with acquit ion of the business
license. They have obtained customary title deeds for some of their assets
and audit reports for some years, both of which are required for loan
application in many financial institutions. There are also regular meeting
systems.

Example A-5: Management and Administration

Organizational
Structure

Bord Manager
(Mr. DDD) (Mr. AAA)
(Ms. EEE)
Secretary Accountant
(Ms. BBB) (Mr. ccC)

[ | [ |
Village Group Village Group Village Group Village Group
Leader Leader Leader Leader

(Maringo) (Boheloi) (Kwesine) (Hambarawei)

Registration status

Association under Ministry of Home Affairs

Registration No.###

Business licences

Licence No. ### issued in May 1997

Tax information

TIN:###

Title deeds obtained

Customary title deeds were obtained for collection centres

Audit report available

Audit reports are available for FY 2012/13 and FY 2013/14

Bank accountant used

NMB (XYZ branch) : Account No. #t#-#HHt#HH#HE

Management System

(e.g. meeting system,
labour conflict resolution)

RUVECK has the following management system

Annual general meeting including board and farmer members to select

management leaders

Weekly meeting to distribute order and payments

There has been no serious labour conflict in the past.

3.6

Successful factors, risks and their mitigation measures

The BP needs to show successful factors, while, at the same time, presenting possible risks
affecting successful factors. Not only identifying risks, but also should it show mitigation
measures against risks. Remember that showing risks to supporters does not necessarily mean
showing your weakness, rather it shows your wide views of capturing situation, implying
your strength of doing business.

Example A:

RUVEK has strength in their business model, which is the delivery of fresher
produce to retailers than other competitors. However there are some risks to
realize or maintain this strength.



Example A-6: Successful factors, risks and mitigation measures

Successful factors

Risks

Mitigation measures

High quality and a Weather and crop Diversification of production including new crops
disease affecting such as snow peas, without depending on few crops
production Utilizing 4 green houses with drip irrigations: 2 are

now being constructed and will be completed by the
end of this year.

Technology: Poor maintenance of a | Reserving some part of our profit for procuring

RUVEK owns a truck,
which enhance control
of RUVEK on value
chain

truck

technical services

Natural disasters (e.g.
flood and land slide)
make road access
difficult.

Partnership supply: RUVEK has a network with some
suppliers in Dar, who can supply vegetables to
RUVEK’s customers if RUVEK cannot come to Dar.
This is a measure to maintain our customers.

Part B: Financial Analysis
This Part demonstrates how business will be going with support from financial

institutions or other stakeholders. It is critically needed to make them understood
their support to the business will gain higher returns to them and/or the societies.

situation of equity or fixed assets.
inventory of the assets for business, as shown in the table below.

Inventory of Assets (Equity): Example of RUVEK

Box: Collecting basic data for Financial Analysis

The first step of carrying out financial analysis is to collect basic data for your business. They may include:

. Which kinds of assets do you have and use for business? Answering to this questions helps to identify
For the preparation of the BP, it is suggested to develop the

Asset types Asset Name Unit Original Unit values
Building Office 1 Tsh 120,000,000
Collection centres | 4 Tsh 3,000,000
Equipment/ machines | Computers 2 Tsh 3,000,000
Weight scales 4 Tsh 360,000
Furniture Meeting tables 3 Tsh 100,000
Chairs 18 Tsh 18,000
Money at bank Money at bank - Tsh 10,450,000 as of today

*  How much is the investment that you intend to make?

*  What kinds of inputs are used in producing output (the product that you sell to buyers)?
How much are they respectively? Any seasonal trends?

*  What kinds of inputs are used in transporting the product or delivering services?
*  What kinds of outputs (the products) do you sell to buyers? Any seasonal tends?

The methods to obtain those data are various including questionnaire to farmers, reviewing
management or sale records kept by the group, and asking companies to prepare price
guotation. In any cases, supporting documents should be prepared and attached to the BP.




3.7 Costs of business

In general the costs of business can be classified into the following categories:
1) Investment Costs; and

2) Working Capital

3.7.1 Investment Costs

Investment costs are referred to as the initial costs to start new business or add new element
to existing business. They may include such costs as for procuring machines and equipment,
building a factory or a warehouse, rehabilitation of a facility and/or registration fees.
Remember that there is no investment cost if there is no need to do investment in your
business today and future (i.e., no new elements added to business). This may happen for
the case of the existing business, requiring loan or financial support for the running costs of
business in a particular time, e.g. drought season.

Example A: RUVEK intends to procure a new truck with loan, although it has rented a truck
for their business. This is a new element of the business requiring investment
costs from a bank.

Example A-7.1: Investment Costs

Item Quantity | Unit costs Amount Remark

Including tax. Please refer to attached price estimates
from car companies.

Truck 1] 42,000,000 | 42,000,000

Total 42,000,000

3.7.2 Working capital

Working capital contains all of the costs other than investments. They can be classified into
three categories, i) direct costs, ii) running costs of business and iii) depreciation cost
of the fixed assets (repair and maintenance costs).

* Practical Lessons learned from the past experience \

Sometimes it may be difficult, especially for farmers, to understand
the meanings of direct costs, running costs and deprecation costs
and differentiate among them.

So in this case, DFT can facilitate farmers in listing up all of the costs
needed for production, from A to Z. Then DFT can classify them. Do
not worry too much. The most important thing is to include all costs
for production rather than classification.

As for depreciation cost, DFT can explain it by using the words of
“repair and maintenance costs”, instead of “depreciation cost” /

1) Direct Cost

The direct costs are referred to as the cost incurred to produce ONE quantity of the product
that you sell to buyers (e.g. one sack of paddy, one bottle of jams). If one grows paddy from
seeds and sell them with a bag to middlemen, the direct costs include land preparation,
seeds, chemicals (e.g. insecticides), fertilizers, weeding, harvesting and a bag. If one
produces fruits jams and sell them in a bottle, they include raw materials (e.g. fresh fruits,
sugar and water), bottles, and labels.



Example A:

RUVEK sells a variety of fresh
vegetables to retailers after
collecting the produce from its
members and transporting them to
Dar. Hence their direct costs are

¢

n case of the business of farmers
group, confirm who pays the costs
of seeds and other inputs for
production. If it is the individual
member, there is no need for the BP
of the group to calculate such costs..

for procuring vegetables, in other \
words, the payment to its
members. In XYZ, there are two major seasons which affect their
direct costs, namely harvesting season with low prices and lean season with
high prices. So direct costs can be obtained for the two seasons respectively.
Note that the quantity of buying vegetable per month is same throughout a
year. They supply the products to their customers in constant manner.

Example A-7.2(1): Direct costs for RUVEK
(Harvesting season: June-Nov.(6 months))

Items Quantity Unit price* Amount per Amount per
(kg/ month) (Tsh) month harvesting season
Raw materials
Potatoes 1,000 500 500,000 3,000,000
Tomatoes 1,000 700 700,000 4,200,000
Lettuces 500 700 350,000 2,100,000
Cabbage 500 700 350,000 2,100,000
Zucchini 500 800 400,000 2,400,000
Cucumber 500 500 250,000 1,500,000
Beetroots 500 500 250,000 1,500,000
Carrot 2,000 700 1,400,000 8,400,000
Broccoli 1,000 700 700,000 4,200,000
Cauliflower 1,000 1,000 1,000,000 6,000,000
Snow peas 1,000 3,000 3,000,000 18,000,000
Colour peppers 500 5,000 2,500,000 15,000,000
Others - - 500,000 3,000,000
Total 11,900,000 71,400,000

Note *: the unit price is the price to the members

Example A-7.2(2): Direct costs for RUVEK (Lean season: Dec.-May (6 months))

Items Quantity Unit price* Amount per month Amount per
(kg/ month) (Tsh) lean season
Raw materials
Potatoes 1,000 700 700,000 4,200,000
Tomatoes 1,000 800 800,000 4,800,000
Lettuces 500 800 400,000 2,400,000
Cabbage 500 800 400,000 2,400,000
Zucchini 500 800 400,000 2,400,000
Cucumber 500 700 350,000 2,100,000
Beetroots 500 800 400,000 2,400,000
Carrot 2,000 400 800,000 4,800,000
Broccoli 1,000 1,000 1,000,000 6,000,000
Cauliflower 1,000 1,000 1,000,000 6,000,000
Snow peas 1,000 4,000 4,000,000 24,000,000
Colour peppers 500 5,000 2,500,000 15,000,000
Others - - 700,000 4,200,000
Total 13,450,000 80,700,000

Note *: the unit price is higher than in harvesting season.



2) Running costs

In general, running costs include salaries and allowances to employees, energy and
communication, and miscellaneous (e.g. license fees, tax, farming tools, etc.).

Example A: RUVEK has 1 chairperson and 2 secretaries who receive the salaries from the
business. Also the allowance will be paid to one who goes to Dar es Salaam to
deliver the vegetable to customers, 2 times per week (i.e. 8 times per month).

Example A-7.2 (3): Running Costs (Salaries/Allowance to Employee)

Category Quantity Per day Amount per Amount Remark
or unit Month per Season
Chairperson 1 60,000 360,000
Secretary/ Accountant 2 40,000 240,000
Allowance for stay in Dar 8 40,000 320,000 1,920,000 | 8 times/ month
Total 420,000 2,520,000

Example A: RUVEK has the office, which requires electricity, water and communication.
Since they intend to procure a truck with loan, the estimation include fuel for
moving the truck.

Example A-7.2 (4): Running Costs (Energy & Communication)

Category Quantity Per day Amount per Amount Remark
or unit Month per Season
Electricity / Gas 20,000 120,000 For office
Water 6,000 36,000 For office
Oil/ Charcoal
Fuel 1600 1700 2,720,000 16,320,000 | 200 litters/ time
8 times/ month

Telephone/ Fax
Total 30,000 180,000

Example A: For the business, RUVEK usually pays the license fees every month. Provided
a loan from the bank to procure the truck, they also have to do maintenance of
it. Other major items include costs for general meeting and procuring packing
tools e.g. plastic crates and paper boxes as well as tax (produce cess)

Example A-7.2 (5): Running Costs (Miscellaneous)

Category Quantity Per day Amount per Amount Remark

or unit Month per Season

License renewal 25,000 150,000

Advertisement 300,000 1,800,000

Insurance

Meeting 200,000 1,200,000 | 12 times/ year

Tax (Produce cess) 250,000 1,500,000

Tools (Crates) 2 12,000 24,000 144,000 | 24 units/ year

Tools (others e.g. box ) 10,000 60,000

Total 809,000 4,854,000
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3) Depreciation costs of the assets

Depreciation costs are referred to as costs of using the assets including building,
machines/equipment, and office furniture, to run business. In other words it is repair and
maintenance cost. How to estimate the costs of using asset is explained in the Box overleaf.

Depreciation costs = Repair and Maintenance Costs

You can explain this concept if the word of depreciation costs is
difficult for farmers to understand.

Box: How do you calculate the costs of using assets? — Concept of Depreciation -

Physical assets (e.g. building, machines, and furniture) should be part of the costs, if you
need and use them to run the business. But you cannot include the full costs of assets
in a business plan. Remember that the business plan is to show how to achieve a goal in
a certain time span (e.g. 3 years). But your assets may be functioning even after that
period (e.g. after 3 years). This means that the assets have still value, although it is
lower than the original value (i.e. the price that you paid to procure). For example, you
buy a car at US$ 3,000 to start taxi business and sell it after 2 years at US$ 1,000. This
means that the cost of the taxi for the 2-year business is US$2,000 (=3,000- 1,000). So
in the BP for this taxi business (2 years), you should include US$ 2,000 as part of the
cost. In other words, you consume or reduce US$1,000 per year against the total value
of the taxi (US$3,000). This is a simple concept of depreciation. Depreciation is referred
to as how much you consume the value in a certain time period, out of the total value of
an asset. And the BP needs to include this kind of cost, in order to show real profit of
business.

In many cases of the reality, people do not have a clear plan when they sell their assets
to some body, unlike the above example of the taxi business. This means that the
people tend to own and use an asset until it is broken down when it becomes No value.
Hence, in the simplest way, depreciation cost can be calculated as follows:

Cost or Original price of the asset

Depreciation cost (per year or month) =
The life time of the asset (year or month)

For example, you have a computer. You bought it at the price of US$ 1,500 and expect
that the computer functions over 5 years. Then the depreciation cost can be calculated
as follows:

Depreciation Cost = Original Price (US$ 1,500)/ Life time (5 years) = US$ 300 per year
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Example A: RUVEK owns the office in which computers are located and 5 collection centers
in which weight scales are located. It also has one motorcycle. Remember that
depreciation can be applied to the truck, too, which they intend to procure from
now on. All of them are well functioning at a present day. Note also that
RUVEK has developed inventory list of assets (equity) in P6. They can use
this list to obtain depreciation costs except for a truck which is yet to be
procured from now.

Remember that a depreciation cost should be
calculated to an asset which is now functioning. If you
have a computer but does not function, there must be
no use for business (i.e. no value) and thus no need
to calculate the depreciation cost.

Example A-7.2 (6): Deprecation costs of Assets
. ) Original cost Depreciation Cost
, Original Unit o L
Category Q’ty cost Total Life time p Per Cycle
ota er year (Gt
Building s
/
Office building 1 120,000,000 120,000,000 50 years 2,400,000 1,200,000
Collection center 5 3,000,000 15,000,000 50 years 300,000 150,000
Subtotal 2,700,000 1,350,000
Machine/ equipment
Computers 2 3,000,000 6,000,000 5 years 1,200,000 600,000
Weight scale (large) Q 360,0001‘ 1,800,000 3 years 300,000 150,000
Truck 1 42,000,000 42,000,000 10 years 4,200,000 2,100,000
Subtotal 5,700,000 2,850,000
Furniture
~
Meeting Table 3 100,000 ] 300,000 5 years 60,000 30,000
Chairs (18 18,000 J 324,000 3 years 108,000 54,000
Subtotal /\ 168,000 84,000
Total / 8,568,000 4,284,000
This part is derived from the inventory of assets (equity).
See Box in P7.
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3.7.3 Total costs of the business

Having identified the direct and indirect costs (investment costs, running costs, and
depreciation costs), the total cost will be calculated.
Example A-7.3: Total Costs of RUVEK Business
Cost per Cost per
Cost category Cost Item Initial season season Reference
(Harvesting ) (Lean)
Investment Costs Truck 42,000,000 Ex. A-7.1
Working Capital
Direct Costs Raw material 71,400,000 80,700,000 | Ex. A-7.2 (1)(2)
Running Costs Salaries & Allowance 2,520,000 2,520,000 | Ex. A-7.2(3)
Energy & Commination 16,656,000 16,656,000 | Ex. A-7.2(4)
Miscellaneous 4,854,000 4,854,000 | Ex. A-7.2(5)
Depreciation Costs Building 1,350,000 1,350,000 | Ex. A-7.2 (6)
Machine/ Equipment 2,850,000 2,850,000 | Ex. A-7.2 (6)
Furniture 84,000 84,000 | Ex. A-7.2 (6)
Total 42,000,000 99,714,000 109,014,000
3.8 Source of Capital and Loan Repayment Schedule

This sub-section is required for the BP if it is used as a tool for loan application.

3.8.1 Source of Capital

After identifying the total cost of the business, the next step is to identify the source of
capitals for each cost item. The sources of capital may include loan and own sources.

Example A: RUVEK intends to apply loan to procure a truck while using own sources for
other cost items. Note that, in principle, a bank does not provide loan to the full
amount of the investment (e.g. truck in this case). It requires portion born by a
loan applicant. RUVEK attempts to apply the loan for Tsh 36 million while
withdrawing Tsh 6 million from bank saving so as to pay the total cost of a truck

Tsh 42 million.
Example A-8.1: Source of Capital
- Cost per season | Cost per season Source of
Cost category Cost Item Initial (Harvesting ) (Lean ) / capital
f Loan (36mil)
Investment Costs Truck 42,000,000 I Own (6mil)
Working Capital
Direct Costs Raw material 71,400,000 80,700,004 Own sources
Running Costs Salaries & Allowance 2,520,000 2,520,00* Own sources
Energy & Commination 16,656,000 16,656,00Q | Own sources
Miscellaneous 4,854,000 4,854,000 | Own sources
Depreciation Costs | Building 1,350,000 1,350,0004| Own sources
Machine/ Equipment 2,850,000 2,850,000 §{ Own sources
Furniture 84,000 84,000 |yown sources
y
Total 42,000,000 99,714,000 109,0%6@/ y
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Table of Equity and Loan

Equity (own sources) Loan Total

6,000,000 36,000,000 42.000,000

3.8.2 Loan Repayment Schedule

After indicating which part of the costs is for loan, the BP needs to consider the
repayment schedule, he condition for loan repayment depends on banks

Example A: RUVEK intends to apply the loan to ABC bank. The bank provides the loan with
the interest rate of 20% at reduced balance for 3 years. Since the loan amount
is Tsh 36 million (ml.) for 3 years, it is Tsh 12 ml. per year to return to the bank
as a principle. “The interest rate at reduced balance” means that, after returning
12 m. in Year 1, the amount of the balance for the loan is reduced to 24 ml.
which becomes the opening balance of Year 2. The interest rate of 20% is
applied to the balance amount (opening balance) in respective year. This
means that the interest rate in Year 1 is 20 % of the 36 ml. and that in Year 2 is
20% of 24 ml.

Example A-8.2: Loan Repayment Schedule

Item

Loan duration (years) 3

Interest 20%

Item per year Year 1 Year 2 Year 3

1) Opening balance 36,000,000 =24.000.000 o 12,000,000
2) Principal to return =1) / 3 years 12,000,000 / 12,000,000 / 12,000,000
3) Closing balance= 1)-2) 24,000,000 12,000,000 -
4) Interest = 1)*20% 7,200,000 4,800,000 2,400,000
5) Loan repayment= 2)+4) 19,200,000 16,800,000 14,400,000

3.9 Revenue of business

The revenue of business can be determined by price and quantities.

3.9.1 Price Setting

In general the price can be composed of the direct costs and the profit of the product. In
determining the price, one must take into consideration i) competitiveness against rival
products (including availability of others), ii) capability of customers to pay and iii) VAT.

3.9.2 Quantities

Quantities are the amount of volumes to sell to buyers. In preparing the BP, the following
should be taken into account.

Quantities may vary throughout the implementation period. If you start a business from no
background, quantities of the production tend to be small in initial stage of business
implementation and increase over times. It is not realistic to estimate the full operation of the
business from the beginning especially in case of using irrigation and factories. Another
example is the seasonality in some season producing higher quantifies while others little.
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Example A: RUVEK has constant supply to their buyers, although their direct costs of
procuring raw materials may change by season i.e. harvesting and lean
seasons (Refer to 3.7.1). Price to their buyers may be reviewed but not to a
large extent unlike the case of the direct costs.

Example A-9: Revenue of Business

Ttems Quantity Unit price* Amount per Amount Amount per
(kg/ month) (Tsh) month per season Year
Potatoes 1000 1,000 1,000,000 6,000,000 12,000,000
Tomatoes 1000 1,500 1,500,000 9,000,000 18,000,000
Lettuces 500 1,500 750,000 4,500,000 9,000,000
Cabbage 500 1,000 500,000 3,000,000 6,000,000
Zucchini 500 1,500 750,000 4,500,000 9,000,000
Cucumber 500 1,000 500,000 3,000,000 6,000,000
Beetroots 500 1,500 750,000 4,500,000 9,000,000
Carrot 2000 1,000 2,000,000 12,000,000 24,000,000
Broccoli 1000 1,000 1,000,000 6,000,000 12,000,000
Cauliflower 1000 1,000 1,000,000 6,000,000 12,000,000
Snow peas 1000 3,500 3,500,000 [ 21,000,000 42,000,000
Colour peppers 500 9,000 4,500,000 | 27,000,000 54,000,000
Others - - 1,500,000 9,000,000 18,000,000
Total 19,250,000 [ 115,500,000 231,000,000

* Note *: the unit price is the price to the customers (retailers).

3.10 Profit Examination

Having identified cost and revenue of business, the BP indicates how healthy (profitable) the
business is and when you can return the money to the bank which you borrow. At least there
are two major levels of the profit examination, i.e., i) per a time span (year or month) and ii)
cash flow projection.

3.10.1 Profit examination per year (or month)

The profit per year or month is the important element of the BP, as it shows how profitable
the business will be in a “normal” circumstance. The normal circumstance here is referred to
as the situation without considering the burden of loan repayment on the business, indicating
how much the business itself can gain.

Example A: RUVEK has two production cycles according to seasonality of procuring the
vegetables from its members, namely harvesting season and lean season.
Therefore the profit examination can be made per season. Remember that
RUVEK has constant supply to retailers, which implies that the revenue is
same across the seasons.

15



Example A-10.1: Profit examination per year of RUVEK

e S B0 (Ha:‘)'els)teil;l;yscel:son) (1241::1:5 1;:;’:(::?1) 3)=I;§l:|-y2€e)ilr

1) Revenue Example A-9 115,500,000 115,500,000 231,000,000
2) Total Cost | Example A-7.3 99,714,000 109,014,000 208,728,000
3)Profit=1)-2) 15,786,000 6,486,000 22,272,000

3.10.2 Cash flow projection

After identifying the profit per year or month, the BP should demonstrate the flow of money
over several years (months), including the amount of loans incoming to the business and
investment costs. This demonstration, we call, cash flow projection. While the profit per year
shows static status of the business, the cash flow projection indicates dynamic flow of
money. It has the columns of Cash inflow and outflow, showing also the leftover/ profit of
each year. Provided cash flow projection, a bank or supporter comes to recognize whether
the business can return the loan without causing shortage of money.

Example A: RUVEK may obtain the loan of Tsh 36 million before Year 1 (i.e. Year 0) and
then procure a truck at the price of Tsh 42 million with own sources of Tsh 6
million. The loan payment will start at the end of Year 1, following the
repayment schedule as developed in Section 3.5.2.

Example A-10.2(1): Cash flow projection of RUVEK

Item Ret;eeren Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Inflow

1) Loan from ABC bank 36,000,000
2) Withdraw from saving 6,000,000

3) Profit ?gf‘f“ple 22,272,000 | 22,272,000 | 22,272,000 | 22,272,000 | 22,272,000
4) Inflow Total= 1)+2)+3) 42,000,000 22,272,000 22,272,000 | 22,272,000 | 22,272,000 | 22,272,000
Cash Outflow
Example
5) Investment (the truck) A-7.2(1) 42,000,000
Example >

6) Loan repayment A-82 <_ 19,200,000 16,800,000 | 14.400.000=

7)Outflow Total=4)+5) 42,000,000 19,200,000 16,800,000 14,40(}\000 0 0
Net Cash flow=4)-7) 0 3,072,000 | 5,472,000 7,874 \({ 22,272,000 | 22,272,000

. 3,072,000 l A
Net Cash flow Cumulative I 8,544,000 | 16,41 38,688,000 | 60,960,000
T e
. . . Loan payment will be
This business is “healthy” because there s
is still profit In Year 1 it completed within 3 years.
is still profit In Year 1 even after
P See Sec 3.8.2 also.

returning the loan to the bank
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NPV and IRR

For the professional perspective of financial institutions, more elaboration may be made
based on the cash flow projection above. They may apply specific criteria in decision
making, namely Net Present Value (NPV) or Internal Rate of Return (IRR).

NPV is referred to as the sum of the present values of incoming and outgoing cash flows
over a period of time. If the NPV is identified positive (NPV >0), the investment is worth
doing. If it is negative (NPV<0), the investment shall not be undertaken. If it is zero
(NPV=0), it shows break-even, i.e., no win and no loss.

IRR indicates the profitability of investments. If it is equal to or bigger than interest rate (IRR
>= interest rate), the investment is worth doing. You can return money to a bank. If it is
smaller than interest rate (IRR< interest rate), the investment shall not be undertaken. You
may fail to return money to a bank.

Both of them can be calculated easily by Excel, applying the formulas. However, one should
note that both analyses are to be made from the profession perspective of financial
institutions, not from that of business owners. They intend to identify how healthy your
business ALONE will be, without including their resources (i.e. without considering loan
amounts). Therefore for the simplest and rough understanding, the loan amount including
repayment should be taken out from the cash flow projection and then the formulas are
to be applied.

The sample illustration is available below, showing the case of RUVEK. However there must
be no worry if you do not understand, perfectly, what NPV/IRR means and how to identify
them. If the cash flow projection is well established, you may be able to obtain assistance
from financial institutions or other supporters to identify them.

Example A-10.2(2): Identification of NPV and IRR

Item Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Cash Inflow
—bLeanfremABCbhank ( 0

2) Withdraw from saving 6,000,000

3) Profit 22,272,000 22,272,000 22,272,000 | 22,272,000 22,272,000

4) Inflow Total= 1)+2)+3) 6,000,000 | 22,272,000 22,272,000 22,272,000 | 22,272,000 22,272,000
Cash Outflow

5) Investment (the truck) 42,000,000
—06)-Loanrepayment 0 0 0

7)Outflow Total=4)+5) 42,000,000 0 0 0 0 0
Net Cash flow=4)-7) -36.000.000 | 22,272,000 | 22,272,000 | 22,272,000 | 22,272,000 | 22,272,000

( NPV=| 25,505,761 N
T~ IRR= | 55%
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Box: How to identify NPV and IRR using Excel?

Excel has functions of calculating NPV and IRR. If one put the formulas, it automatically

gives the vales of them, as illustrated below.

o - m&m

A B — | E F G H
1 NPV & IRR
3 Ttem Year 0 Year1 Year 2 Year3 Year 4 Year 5
4 |Cash Inflow
5 |[esnfemABCbank 0
i} 2) Withdraw from saving 6,000,000
7 3) Profit 22,272,000 22,272,000 22,272,000| 22,272,000 22,272,000
<3 4) Inflow Total= 1)+2)+3)|  6,000,000]22,272,000] 22,272,000| 22,272,000) 22,272,000| 22,272,000
g |Cash Outflow
10 5) Investment (the truck) 2,000,000
11 | |—©--eanrepayment 0 0 )
17 T)Outflow Total=4)+5) 42,000,000 0 0 [/ [ 0
13 [Net Cash flow=4)-7) -36,000,000| 22,272,000 22,272,000| 22,272,000] 22,272,000| 22,272,000
14 V| 25508

c15 - Je| =IRR(CT 3:H1 3,20%)

A B C D E F G H
l NPV & IRR
3 Ttem Year 0 Year1 Year 2 Year3 Year 4 Year 5
4 |Cash Inflow
5 | |—eanfremABC bank 0
i 2) Withdraw from saving 6,000,000
7 3) Profit 22,272,000) 22,272,000| 22,272,000 22,272,000) 22,272,000
3 4) Inflow Total= 1}+2)+3)|  6,000,000| 22,272,000 22,272,000 | 22,272,000| 22,272,000 22,272,000
g |Cash Outflow
10 5) Investment (the track) | 42,000,000
11 |—SH-eanrepayment 0 4 0
12 T)Outflow Total=4)+5) 42,000,000 [ 0 0 [ [
13 |Net Cash flow=4)-7)
14 NPV=__25 305 761
15 IRR=| 55%,

The formula for NPV

= NPV (Interest rate, Area of Net
cash flow)

=NPV (20%, C13:H13)

The formula for IRR

=IRR (Area of Net cash flow,
Interest rate)

=IRR (C13:H13, 20%)
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4. Further Steps for Loan Application

Having assumed that the BP is prepared according to the guidance of Section 3, this Section
presents further steps required to materialize loan applications. They are two major steps on
this matter, namely i) quality check of the BP before submission and ii) other supporting
documents for loan application.

4.1 Quality check of the BP before submission

As well as the case for other official documents, the BP should also be reviewed
before submission to banks and other stakeholders, so as to assure the minimum
quality of the BP. For the quality review, it is better to request someone who are not
directly involved in the BP preparation to scrutinize it from the viewpoint of bankers.
This may provide useful insights and advice on how to improve the contents. The
following are some of key checkpoints in the quality review.

Quality Checklist of the BP

Checkpoint Yes/No

1 | Clear purpose for applying loan

Don’t mention the purpose of your business. For example, to produce sunflower oil
can be the purpose of business, but not that of applying loan. The loan purpose
should be, e.g. to procure oil extracting machines (so as to produce sunflower oils).

2 | Specific names of buyers

When it comes to specification of buyers, don’t put such statements as “middlemen”
or “milling companies.” There is need to specify the name of individual and
companies.

3 | Results of the market survey

There is strong need to justify the potential of your business. There market survey
should be undertaken before preparing the BP.

4 | Social justification

Your business should be profitable not only to you but also to the supporters and
society.

5 | Risk and its mitigation measures

Note that any kinds of business has risk. Don’t hesitate to show it.

6 | Proper calculation of cost, loan repayment, revenues and profits

Review calculations once again before submitting to supporters.

7 | List all assets involved in business for depreciation costs

Review your physical/ fixed assets used for business. But don’t include broken one,
which has no value at present time.

8 | No negative Net Cash flow in Year 1 in Cash flow

If there is negative net cash flow in Year 1, you lose money. For such a case, no
one is willing to provide loan and/or other supports. If negative, you need to EITHER
inject money (e.g. from saving or borrowing) OR revisit costs and revenues to
confirm whether they are appropriately calculated.
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Small tips!

There are two types of loan, Investment Loan and Overdraft Loan.
Investment Loan entails investment elements as illustrated in this
document, while Overdraft loan is for offsetting or enhancing
working capital without involving investment.

4.2 Other supporting documents for loan application

There is no doubt that the BP is an essential tool to make application of loan. But it is one of
them. In principle, many financial institutions requires other supporting documents for the
loan application in addition to the BP. Major items are as follows. However it should be noted
that the required documents may vary depends on the type of borrowers and financial
institutions and so do the formats for the documents. In any cases, it must be recognized
that loan application is not merely made by borrower’s side, but by consultation between
borrowers (farmers) and lenders (financial institutions).

» Official letter showing intentions to borrow

Certificate of registration

Contract or Intent letter of doing business from buyers
Business licenses

TIN certificates

Audited financial accounts (past 3 years)

Board resolution to borrow

Official / Customary title deeds or any other security for the loan
Bank statements

CVs of the management staff of borrowers (the group or company)
Price quotation (if purchasing machines and equipment)

Bill of quantity (BOQ, if construction is involved)

V V V V V VYV V V V V V V

Legal consent of security owner if s/he does not belong to borrowers
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Reference

Small Industries Development Organisation (SIDO), Training materials on business management
(used for training of farmers groups in Lushoto DC in collaboration with DADP P&l TWG and JICA-
RADAG), April 2014

PASS, Training materials on business planning and project management (used for training of trainers
of National Facilitation Team in collaboration with DADP P&l TWG and JICA-RADAG), April 2014

Japan International Corporation Agency (JICA), Micro Project Planning and Management Manual
(version 3), Project on Children and Youth development in Kambia District of the Republic of Sierra
Leone, 2008

JICA, Guide for Participants in Training on Business Management, Study on Community-Based
Integrated Watershed Management in Laclo and Comoro River Basins, (2010).
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Attachment 01: Simple format of the BP (Blank)

* Note that the format, contents and structures of the BP may vary in accordance with
requirements of financial institutions. This attachment is just a simple template to meet
minimum requirements of the BP. Once the BP is prepared based on this format, it helps to
develop any kinds of the BPs in accordance with the requirements. .

1: Understanding of the business

Business Name

Group name (Place)

Group responsibilities

Group size

Business experience

Business size (e.g.
turnover or profit)

Business model

Roles in value chain

Purpose of preparing this
BP

2: Marketing

Products to sell

Area of production

Where to sell

Who are customers

(Show specific
names)

Means of delivery

Competitors

Strengthens of your
products compared to
others
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Results of the market
survey

Proportion of your
products in the market
(much or less?)

What is the most
profitable product?

Price setting. Is it
different by
customer?

Challenges and way
forward

3: Technical Aspects

Location for investment
(In case of infrastructure or land
development)

Size of the site for investment
(In case of infrastructure or land
development)

Amount for investment
(Indicate both the total and loan)

Timing of investment

Existing of facilities,
equipment/ machine, and
furniture used for business

Operation & Maintenance
(O&M)

Procurement of inputs for
business

4: Social and Environmental Aspects

Social Aspects

Any positive impacts? (e.g.
employment contribution, foreign
exchange earnings, new technical
innovation)

Any negative impacts? If so, any
mitigation measures?

Environmental Aspects
Any positive impacts?

Any negative impacts? If so, any
mitigation measures?
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5: Management and Administration

Organizational
Structure

Registration status

Registration No.

Business licences

Licence No.

Tax information

TIN:

Title deeds obtained

Audit report available

Bank accountant used

: Account No.

Management System

(e.g. meeting system,
labour conflict resolution)

6: Successful Risks and their mitigation measures

Successful facts

Risks

Mitigation measures
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7: Costs of the Business

7.1: Investment Costs

Item Quantity Unit costs Amount Remark
Total
7.2: Working capital
7.2.1: direct costs
Items Quantity Unit price* ~"Amount per Amount peﬁ
( ) (Tsh) ( ) ( )
Raw materials N i
|\
|
|
\ N\
7
Others In many cases, the amount
is based on month and year
Total

7.2.2: Running costs

(1): Salaries/Allowance to Employee

Category Quantity Per day Amount per Amount per Remark
or unit ( ) ( )
Total
(2): Energy & Communication
Category Quantity Per day Amount per Amount per Remark
or unit ( ) )
Electricity / Gas
Water
Qil/ Charcoal
Fuel
Telephone/ Fax
Total
(3): Miscellaneous
Category Quantity Per day Amount per Amount per Remark
or unit ( ) )
License
Advertisement
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Insurance

Meeting

Tax

Tools

Total

7.2.3: Depreciation costs (Repair & Maintenance costs)

. Original Depreciation Cost
Category Q’ty Oinfgriel cost Life time
Unit cost Total Per year Per month

Building

Subtotal
Machine/equipment

Subtotal
Furniture

Subtotal
Total

7.3: Total Costs of the Business
Cost category Cost Item Initial (COSt per) (COSt per) Reference

Investment Costs

Working capital

Direct Costs

Running Costs

Salaries & Allowance

Energy & Commination

Miscellaneous

Depreciation Costs

Building

Machine/ Equipment

Furniture

Total
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8: Source of Capital and Loan Repayment Schedule
(1): Source of Capital

Cost category

Cost Item

Initial

Cost per season

( ) (

Cost per season

Source of
) capital

Direct Costs

Raw material

Indirect Costs

Investment Costs

Running Costs

Salaries & Allowance

Energy & Commination

Miscellaneous

Depreciation Costs

Building

Machine/ Equipment

Furniture

Total

(2): Loan Repayment Schedule

Item

Loan duration (years)

Interest

%/ year or month

Item per year

Year or month 1

Year or month 2

Year or month 3

1) Opening balance

2) Principal to return =

1)/ years

AN

3) Closing balance= 1)-2)

4) Interest = 1)*20%

5) Loan repayment= 2)+4)

-
Add or reduce years

or months as

required.
. -
9: Revenues of the Business
Items Quantity Unit price* Amounts per Am()el;nts Amounts per
( ) (Tsh) ( ) P ( )

(

Total
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10: Profit Examination

10.1: Profit examination per year or month

Item

Reference

Amount per

Amount per

1) Revenue

2) Total Cost

3)Profit=1)-2)

10.2: Cash flow projection

Cash flow projection

Item

Reference

Year or
month 1

Year or
month 2

Year or
month 3

Year or
month 4

Year or
month 5

Cash Inflow

1) Loan

2) Withdraw from saving

3) Profit

4) Total= 1)+2)+3)

Cash Outflow

5) Investment (the truck)

6) Loan repayment

7)Total=5)+6)

Net Cash flow=4)-7)

Net Cash flow Cumulative

NPV and IRR

Item

Reference

Year or
month 1

Year or
month 2

Year or
month 3

Year or
month 4

Year or
month 5

Cash Inflow

1) Loan

2) Withdraw from saving

3) Profit

4) Total= 1)+2)+3)

Cash Outflow

5) Investment (the truck)

6) Loan repayment

7)Total=5)+6)

Net Cash flow=4)-7)

NPV

IRR

%
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Attachment 02: Sample of the BP (Example B: Sugarcane production business)

Example of Business Plan in sugar production for 15 acres

1: Understanding of the Business

Business Name

Sugarcane production

Group name (Place)

Muyengi Co. Ltd. (Bagamoyo DC)

Group responsibilities Manager Ms. AAA (Mob. Q7##-#H-##H)
Secretary Ms. BBB (Mob. O7##-###-##)
Accountant Mr. CCC (Mob. O7##-#H-#i#)

Group size

Muyengi Co. has 10 employees including 7 workers working in the sugarcane
farm land of 15 acres.

Business experience

Muyengi Co. is a newly established company aiming at producing and selling
sugarcane to the Eco Energy Co. which has been actively purchasing
sugarcane in the area for the production of bio-fuel.

Business size (e.g.
turnover or profit)

Our business expects to produce profit of around Tsh ... million per year.

Business model and roles

in the value chain

Muyengi Co. has a management team composed of three staff, i.e. Manager,
Secretary and Accountant, while there is a group of workers responsible for
activities in the field. The group is led by a foreman under which 6 workers
are arranged according to their expertise and experience while they also work
as a team.

Background of the major staff of the company is as follows:

1) Manager: He has 15 year experience in sugarcane production and
marketing. He worked as a secretary for the last three years in a company
specialized in sugarcane processing.

2) Secretary: He has 10 year experience in a local factory processing
sugarcane. He himself has been growing sugarcane and selling the
products to the local markets.

3) Accountant: She has been working at a local microfinance NGO for the
last five years in charge of financial record keeping of the organization.

4) Foreman: He has worked in sugarcane production for the last 20 years. He
was also a foreman in his previous company which was in Rufiji DC.

5) Field workers: They have expertise in such sub-field as post-harvesting,
pest control, agro-chemical, irrigation. Their experience varies from
minimum 3 years to maximum 15 years.

The company is newly established by taking advantage of the rapidly
increasing demand in Bagamoyo area for sugarcane. The demand is
caused by the Eco Energy Co. which has set up a factory for bio-fuel
production in response to the global surge of bio-fuel demand.

The company’ major business is sugarcane production. The company has
competitive advantage in the production due to the use of the most
advanced variety of the crop which needs shorter period for maturing,
stronger resistance to draught and disease and higher contents of sugar
than conventional ones.

The company will bring about increase of income to the employees. In
addition if the company is successful in business it shows the advantage of
the new variety of sugarcane stimulating farmers around the area to
convert their variety from conventional to the new one. Also the company
should be a good model for the farmers in the area to be proactive in
capturing opportunities available in the commercial farming.
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2: Marketing

Products to sell

Sugarcane (raw)

Area of production Bagamoyo
Where to sell Bagamoyo (factory of processing)
Who are customers Eco Energy

(Show specific names)

Means of delivery (How do you sell) The company directly brings to the customer by a
track.
Competitors Bagamoyo sugar AMCOS, Charinze farmers group

Strengthens of your products
compared to others

The company adopts the most advanced variety of sugarcane. The
variety has following advantages:

1) Variety has high sugar contents.

2) Short period for maturing (quick turnover)

3) Disease and drought resistance

4) Direct delivery to the factory

Results of the market survey

The company carried out market surveys and found out following
characteristics:
1) Sugarcane supply is in short in general because of global
increase in bio-fuel demand.
2) Eco Energy will expand their production in response to the
global demand for bio-fuel.
3) Eco Energy and the company has a contract where the former
agrees on buying sugarcane from the latter for the next 3 years.
4) There is a plan by another company (Bio Energy Co. Ltd.) to
construct a new sugarcane factory.

Proportion of your products
in the market (much or less?)

(% in the Eco energy) This is a new business so that we do not know the
proportion. This project is to produce 300 ton/year. This volume
corresponds to approximately 10% of the total annual sugarcane
purchase of Econ Energy.

What is the most profitable
product?

Sugarcane

Price setting. Is it different
by customer?

Because of advantages of the variety and business operation, we expect
the price 5% higher than the competitors.

Challenges and way forward

Timely delivery of products to the factory. -> To start preparation of
delivery earlier and keep close communication with the Eco Energy.
Price is determined by the Eco Energy. -> To appeal good quality of our
sugarcane and negotiate for better price.

3: Technical Aspects

Location for investment Bagamoyo
(In case of infrastructure or land

development)

Size of the site for investment | 15 acre

(In case of infrastructure or land
development)

Amount for investment
(Indicate both the total and loan)

Total annual cost for the operation is Tsh. ..........

Investment is Tsh ........ in total (covering all costs for operation and
initial costs for facilities and equipment), out of which, Tsh .... is
required through loan from a bank. Remaining is covered by
from bank saving and ....... from members’ contribution.

Timing of investment

Starting in June 2015, no phasing in project.

Existing of facilities,
equipment/ machine, and
furniture used for business

Facility: office building and collection centres
Equipment/ machines: Hand hoe, tractors and trucks (hiring),
computers and weight scales
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Furniture: tables, chairs and bookshelves

Operation & Maintenance
(O&M)

Maintenance for office building, collection centre, computers and
weight scales.

Usually around Tsh ...... is allocated for maintenance of all facilities,
equipment/ machines, and furniture.

Procurement of inputs for
business

Input procurement: we procure the improved variety from ASA.
Fertilizer and agro-chemicals procurement: purchase from YARA.

Hiring of tractors and trucks: from Osman Tractor and Machine Hiring
Co.

4: Social and Environmental Aspects

Positive aspects

e Creating employment opportunities and their welfare

e To show neighbours that by taking advantage of market trend and
new technology (variety), business is possible with a small start.

e To explore a new market (bio fuel) of sugarcane.

Social Aspects

Any positive impacts? (e.g.
employment contribution,
foreign exchange earnings,
new technical innovation)
Any negative impacts? If so,
any mitigation measures?

Environmental Aspects No environmental impact.

5: Management and Administration

Organizational Manaaer
Structure 9
Accountant Secretary
\ 4
Foreman
|
v v v VL l l v
Field Field Field Field Field Field Field
Worker Worker Worker Worker Worker Worker Worker

If Registration status | Registration No. (to be obtained)

Business licences Licence No. (to be obtained)

Tax information TIN: (to be obtained)

Title deeds obtained Nil

Audit report available | Nil.

Bank accountant used | NMB Bagamoyo Branch No. XXXXXXXXXXX

Management System | The management consists of 3 people: Manager, Secretary and Accountant.
Their experience and expertise are described in ““1. General Introduction of
the Business™. They meet daily and communicate closely with the field workers
who are represented and supervised by the foreman. Due to the small structure
of the company, management should be aware of the field situation almost on
daily basis.

(e.g. meeting system,
labour conflict
resolution)

6: Successful factors, risks and their mitigation measures

Successful factors Risks Mitigation measures

The company builds spillway canal at every corner of the
sugarcane field enabling excess water run away to the river or
nearby areas.

Reliable production Flooding
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Costs and Profit of the Business
<~ Project duration: 5 years

1. Investment costs calculation
In this sugarcane project, investment costs include those for collection centres, equipment and furniture. Details of the item are available in Table 6.

Table 1: Investment cost

Item Quantity | Unit cost Cost
Collection center 3| 15,000,000 45,000,000
Equipment/Machine 1 16,200,000 16,200,000
Furniture 1 5,850,000 5,850,000
Total 67,050,000

2. Working capital
2.1 Direct cost:
These are for the production, related to physical activities of production except for company staff (manpower) which is under “Indirect costs”.

Table 2: Direct costs [Annual]:

Item Unit Total Unit Gl ey Tl Total cost
(Tsh)

Land preparation (clearing) acre 15 40,000 600,000
Ploughing acre 15 30,000 450,000
Harrowing acre 15 40,000 600,000
Planting acre 15 50,000 750,000
Fertilizer (50kg(bag)/acre) acre 15 40,000 600,000
Fertilizer application (Labour) acre 15 20,000 300,000
Seed (1000 cuttings /acre) acre 15 100,000 1,500,000
Weeding acre 15 50,000 750,000
Harvesting acre 15 60,000 900,000
Transport (20 tones/acre x 15 acre) ton 300 30,000 9,000,000
Total production costs (Direct costs) 15,450,000
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Table 3: Direct costs with expenditure cycle (monthly layout) [Annuall:
Item/month M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 | M12 Cost
Land preparation (clearing) 600,000 600,000
Ploughing 450,000 450,000
Harrowing 600,000 600,000
Planting 750,000 750,000
Fertilizer 600,000 600,000
Fertilizer application (Labour) 300,000 300,000
Seed (1000 cuttings /acre) 1,500,000 1,500,000
Weeding 750,000 750,000
Harvesting 900,000 900,000
Transport (20 tonnes/acre) 9,000,000 9,000,000
Total cost 1,650,000 | 3,150,000 0 0| 750,000 0 0 9,900,000 0 0| 15,450,000
2.2 Running costs [Annual]:
Table 4: Manpower cost
Personnel Mot:]itlh ly Number Duration Total cost
Manager 500,000 1 12 6,000,000
Accountant 300,000 1 12 3,600,000
Secretary 200,000 1 12 2,400,000
Foreman 150,000 1 12 1,800,000
Field worker 100,000 3 12 3,600,000
Total 17,400,000
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Table 5: Miscellaneous cost (Overhead cost) [Annual]

Item/Month M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 M12 Cost
Transport 100,000 100,000
Communication 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 30,000 | 10,000 | 10,000 | 140,000
Office rent 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 20,000 | 240,000
Office maintenance 50,000 | 50,000 | 50,000 | 50,000 | 50,000 | 50,000 | 50,000 | 50,000 | 50,000| 50,000 | 50,000| 50,000 600,000
gg‘gﬁn"é";‘;gﬁa“o”ary' 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 10,000 | 120,000
Company registration 500,000 500,000
Levy (8% of revenue) 720,000 720,000
Total 590,000 | 90,000 | 90,000 | 90,000 | 90,000 | 90,000 | 90,000 | 90,000 | 90,000 | 210,000 | 90,000 | 810,000 | 2,420,000

Note: Transport cost takes place in the 10" month because that is the time the company brings the sugarcane to the Eco Energy Co.
Similarly, communication cost mostly occurs in the 10™ month during the output transport to the Eco Energy.

2.3 Depreciation cost [Annual]:

Table 6: Depreciation costs (Operation & maintenance costs)

. Original Unit . Service life Depreciation Cost
Category Q'ty gCost Orig. Total Cost (years) per Year per Month

Physical facility

Collection center 3 15,000,000 45,000,000 50 900,000
>> Subtotal (Physical facility) 45,000,000 900,000
Equipment/Machine

Field tools (Handhoe, sheckel, etc.) 20 10,000 200,000 5 40,000

Computer 1 1,000,000 1,000,000 5 200,000

Weight scale 3 5,000,000 15,000,000 10 1,500,000
>> Subtotal (Egqpmt/Machne) 16,200,000 1,740,000
Furniture

Table/Desk 9 300,000 2,700,000 10 270,000

Chair 30 100,000 3,000,000 10 300,000

Bookshelf 3 50,000 150,000 10 15,000
>> Subtotal (Furniture) 5,850,000 585,000
Total costs 67,050,000 3,225,000
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3. Total costs of the business (Annual base)
Table 7: Total costs for the business [Annual]

Cost category Cost item Initial (Investment) Cost per Year (Working capital) Total
Investment cost Collection centre 45,000,000 45,000,000
Equipment/Machine 16,200,000 16,200,000
Furniture 5,850,000 5,850,000
Working capital
Direct costs Direct costs 15,450,000 15,450,000
Running costs Manpower cost 17,400,000 17,400,000
Miscellaneous cost 2,420,000 2,420,000
Depreciation costs | Physical facility 900,000 900,000
Equipment/Machine 1,740,000 1,740,000
Furniture 585,000 585,000
Total costs 67,050,000 38,495,000 105,545,000
4. Source of capital and loan repayment schedule
Table 8(a): Source of capital
Cost category Cost item Initial (Investment) Cost per Year (Working capital) Total Source of Capital
Investment cost Collection centre 45,000,000 45,000,000 Loan
Equipment/Machine 16,200,000 16,200,000 Loan
Furniture 5,850,000 5,850,000 Loan
Working capital
Direct costs Direct costs 15,450,000 | 15,450,000 Own source
Running costs Manpower cost 17,400,000 | 17,400,000 Own source
Miscellaneous cost 2,420,000 2,420,000 Own source
Depreciation costs Physical facility 900,000 900,000 Own source
Equipment/Machine 1,740,000 1,740,000 Own source
Furniture 585,000 585,000 Own source
Total costs 67,050,000 38,495,000 | 105,545,000
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Table 8(b): Table of Equity and Loan

Loan

Equity (own sources)

Total

67,050,000

38,495,000

105,545,000

4.2 Loan payment

Table 9: Loan repayment Schedule: Conditions: Loan duration = 4 years, Interest rate = 20%, Grace period = 12 months.

ltem ber vear YO0 Y1 Y2 Y3 Y4 Y5
pery (Beginning of Y1) (End of Y1) (End of Y2) (End of Y3) (End of Y4) (End of Y5)
. 67,050,000 67,050,000
Opening balance (Loan received) | (End of Grace Period) 67,050,000 50,287,500 33,525,000 16,762,500
Principal 0 0 16,762,500 16,762,500 16,762,500 16,762,500
Interest 0 0 13,410,000 10,057,500 6,705,000 3,352,500
Loan repayment 0 0 30,172,500 26,820,000 23,467,500 20,115,000
Closing balance 67,050,000 67,050,000 50,287,500 33,525,000 16,762,500 0
5. Revenue of the Business
Table 10: Revenue [Annual]
Revenue Quantity sold Price per tones Revenue
(tones) (Tsh.)
Sugar cane (tones) 300 200,000 60,000,000
Revenue 60,000,000

6. Profit examination [Annual Base]

6.1: Profit examination per year or month
Having identified the total cost and revenues per year, the profit of the Muyengi Co.’s business will be estimated as follows.

Table 11: Revenue [Annual]

Item Y1-Y5

1) Revenue 60,000,000
2) Total Cost 38,495,000
3) Profit=1) - 2) 21,505,000
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6.2: Cash flow over the Project period
Table 12: Cash flow projection

lter/Year YO0 Y1 Y2 Y3 Y4 Y5
(Beginning of Y1) (End of Y1) (End of Y2) (End of Y3) (End of Y4) (End of Y5)

Cash Inflow

1) Loan from ZZZ Bank 67,050,000

2) Withdraw from saving 38,495,000

3) Contribution of members

4) Profit 21,505,000 21,505,000 21,505,000 21,505,000 21,505,000

Total inflow [ 1) +2) +3) +4)] 105,545,000 21,505,000 21,505,000 21,505,000 21,505,000 21,505,000

Cash outflow

5) Investment 67,050,000

6) Loan repayment 0 30,172,500 26,820,000 23,467,500 20,115,000

Total outflow [ 5) +6)] 67,050,000 0 30,172,500 26,820,000 23,467,500 20,115,000

Net cash flow (Inflow-outflow) 38,495,000 21,505,000 -8,667,500 -5,315,000 -1,962,500 1,390,000

Net cash flow cumulative 38,495,000 | < 60,000,000 D < 51,332,500 > <_ 46,017,500 > 44,055,000 O < 45,445,000 |

Note: For each year, the net cash flow cumulative should be bigger than the cost of working capital (Tsh 38,495,000) because most of the costs need to be
spent before harvesting and selling sugarcane (i.e before gaining the income). If the net cash flow cumulative in a year is less than the working capital next
year, this implies that the company cannot make necessary expenditures for the production next year. This is a unique feature of agri-business. Seasonality
of gaining income should be put in mind.
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6.3 NPV and IRR

Table 13: Calculation of NPV and IRR
For the calculation of NPV and IRR, loan reception and payment are not considered because NPV/ IRR are indicators that measure the feasibility (or viability) of a

project (investment) against possible loans.

ltem/Year YO0 Y1 Y2 Y3 Y4 Y5
(Beginning of Y1) (End of Y1) (End of Y2) (End of Y3) (End of Y4) (End of Y5)

Cash Inflow
HLoanfromZZZ Bank
2) Withdraw from saving 38,495,000
3) Contribution of members
4) Profit 21,505,000 21,505,000 21,505,000 21,505,000 21,505,000
Total inflow [ 1) +2) +3) +4)] 38,495,000 21,505,000 21,505,000 21,505,000 21,505,000 21,505,000
Cash outflow
5) Investment 67,050,000
6)}toanrepayment
Total outflow [ 5) +6)] 67,050,000 0 0 0 0 0
Net cash flow -28,555,000 21,505,000 21,505,000 21,505,000 21,505,000 21,505,000

NPV (22%)= 27,071,781

IRR= 70%
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Attachment 03: Sample of the BP (Example C:Chicken Business)

1: Understanding of the business

Business Name

CHICKEN BUSINESS

Group name (Place)

CATHY’S CHICKEN PARLOUR (CCP) /Sinze at Lushoto DC

Group Managing Director Ms. Catherine Joseph Hayuma
responsibilities Accountant Mr. Samwel Kudar

Production Manager Mr. Ippei Itakura
Group size 26 workers including 1 meat inspector, 5 slaughterers, 8 chicken growers, 4

marketing staff, 4 cleaners and 4 security guards.

Business experience

No experience as the company. CCP is newly established and is ready to
register as a trustee institution under RITA.

Managing Director (Ms. Catherine Joseph Hayuma) has almost 10 year
experience of sales manager for Sun Fresh Poultry Co., Itd in Tanga City .

Business size
(e.g. turnover or
profit)

The profit of the 1°* year (FY2013/14) is estimated at around 15.000 USD.
Afterwards, it may reach 27,000 USD per year. The 1°*" year needs “chick-
raising time” to produce meat and eggs.

Business models
and
Roles in the value

chain

The fiscal year of our business is from November to October.

Meat production and by-products

1000 broilers will be purchased in October 2013. The production will start from
November 2013. The initial sale may be 900 heads but it will reach the max
sale of 1000 heads after 3 months, i.e. from February 2014 onwards.

The by-products include tripe, liver, heads, and legs. It is assumed that for
every 10 chickens slaughtered, 1 kg of the by-products will be produced.
Hence, during the first 3 months (i.e. from Nov. 2014— Jan.2015) it is estimated
that 90 kg of the by-products will be obtained. After then, the production may
be stable at 100 kg per month.

Table 1: Production plan of meat and by-products

1)Opening | 2) Purchase | 3) Total 4) Sale 5) Closing | By-products
FY|Month | inventory (heads) =1)+2) | (heads slaughtered) | = 3)-2) obtained
(heads) (heads) (heads) (kg)
Oct-13 0 1000 1000 0 1000
Nov-13 1000 1000 2000 900 1100 90 kg
Dec-13 1100 1000 2100 900 1200 90 kg
Jan-14 1200 1000 2200 900 1300 90 kg
Feb-14 1300 1000 2300 Cl 000 1300 100 kg
: Mar-14 1300 1000 2300 1000 1300 100 kg
E Apr-14 1300 1000 2300 1000 1300 100 kg
§ May-14 1300 1000 2300 1000 1300 100 kg
=~ |Jun-14 1300 1000 2300 1000 1300 100 kg
Jul-14 1300 1000 2300 1000 1300 100 kg
Aug-14 1300 1000 2300 1000 1300 100 kg
Sep-14 1300 1000 2300 1000 1300 100 kg
Oct-14 1300 1000 2300 1000 1300 100 kg
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Eqgg and Aged layers

The 1% batch of 1000 layers will be purchased in October 2013, which starts
dropping eggs from April 2014. After 1-year production of eggs, the layers

become aged and will be sold (April 2015). In order to avoid dormant in

pro
pro

duction, the 2™ batch will be purchased in October 2014. This will start egg
duction from April 2015, succeeding the 1°* batch. The average production

from 1000 layers is estimated at 900 trays/ month with one tray of 30 eggs.

Table 2: Production cycle of eggs and aged layers

EY| Month Purch(a(s:i:sgt ;ay ers Sale of]feg\in:i;h tray Sﬁziiivgel:l}: :)rs Remark
Oct-13 1000 heads R 0 Purchase of 1000 layers is investment
Nov-Mar 0 heads \\ 0 Just raising the layers (no production)
Apr-14 0 heads 900 trays
g May-14 0 heads 900 trays
2 |run-14 0 heads 900 trays
§ Jul-14 0 heads 900 trays
=~ |Aug-14 0 heads 900 trays
Sep-14 0 heads 900 trays 1st batch
Oct-14 1000 heads . 900 trays Purchase of 1000 layers is direct cost.
Nov-14 0 heads \ 900 trays
Dec-14 0 heads \ 900 trays
Jan-15 0 heads \ 900 trays
Feb-15 0 heads \ 900 trays
2 [Mar-15 0 heads '\ 900 trays
E Apr-15 0 heads 900 trays k 1000 heads Selling the first batch of 1000 layers
§ May-15 0 heads 900 trays
B~ |Jun-15 0 heads 900 trays
Jul-15 0 heads 900 trays 2nd batch
Aug-15 0 heads 900 trays
Sep-15 0 heads 900 trays
Oct-15 1000 heads 900 trays Purchase of 1000 layers is direct cost.

Business Systems and Skills

I

1.

1.

V.

VI.

Chicks will be received at the off-loading bay where they will be inspected by
both veterinary officer and business quality controller.

The chicks will be placed in eight different chicken rearing rooms with a
capacity of 250 each. These will include 1000 chicks for layers and 1000
chicks for broilers.

In the chickens rearing rooms, the routine procedure of feeding, watering,
injecting, spraying and cleaning will always be undertaken to ensure hygiene.
The required period will be 6 weeks for chicken meat to be ready for
consumption. For the layers, it takes 6 months before they start laying eggs.

After 6 weeks, those chickens which shall have the weight of 1 kg will be
taken to slaughter room. For those which will be underweight will be given
more time to increase in weight.

Upon being slaughtered, the chickens will be packed in small plastic bags and
then either sold directly to the customers or refrigerated a waiting the orders.

The by- products such as head, intestines, heart, lungs, liver and legs will
always be sold to the waiting customers.

Purpose of
preparing this BP

The purposes of preparing this BP are as follows:

To secure initial costs of renting a building for the business;

To establish basic infrastructures for the business, including procuring
equipment and obtaining institutional status; and

To secure initial costs of purchasing chickens.
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2: Marketing

Products to sell

The sales will be made in 4 different products

1. Chicken meat (broilers)

2.  By-products (e.qg. tripe, liver, heads, and legs )
3. Eggs with tray containing 30 units

4. Aged layers

Area of production

Lushoto DC

Where to sell

Sinza community and the neighboring communities

Who are customers
(Show specific names)

Meats and eggs will attract both rich and average income earners,
including hotels and restaurant, since the products will be sold at different
small units.

The by-products such as tripe (intestine), liver, head and legs will be sold to
lower-income consumers and soup makers around.

Aged layers are sold to nearby restaurants such as Jokky’s dish.

Means of delivery The shop building that CCP intends to rent is along the main road and thus
convenient for customers to come.
1. The slaughtered chickens will be packed in small plastic bags and then
either sold directly to customers coming to the shop or refrigerated a
waiting the orders.
2. The by- products such as head, intestines, heart, lungs, liver and legs will
always be sold to the waiting customers.
3. The egg trays will be sold at the shop or delivered to customers according
to the order.
4. Aged layers will be sold as a living bird
Competitors The competitors are the local poultry keepers around who deal in selling

indigenous chicken. However, it will have a niche over these local
producers since customers would want to buy chicken meat which is not
stale, an element which other poultry keepers do not offer. With reference
to other sellers in other communities, the production will also be stable
due to the system using production cycle. Other competitors have
sometimes enough and in other times insufficient stock of the products.

Strengthens of your
products compared to
others

Characteristics of the business’s product

i. Fresh Hygiene chicken meat, free from sickness;
ii. Constant in supply; and
iii. Reasonable prices.

Results of the market
survey

Market high concentration has been observed in beef, goat meat, and
mutton as well as local chicken. But the production of local chicken is not
stable and systemized, depending on household level production. So, there
is a good market opportunity to supply broilers’ meets and eggs in a
systematic way.

Proportion of your
products in the market

So far no production and thus no share in the market

What is the most
profitable product?

Chicken meat and eggs

Price setting. Is it
different by customer?

The products will be priced as follows:
(i) A six week (1kg) chicken will be sold at USS 4,
(i) 1 kilogram of by-product will be sold at USS 2.
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(iii) 1 tray of eggs of 30 eggs will be sold at USS 8 and
(iv) A one and half year layer (3kgs) will be sold at USS10

However, the price of products can change in accordance with the changes in
the cost of production.

Challenges and way
forward

Challenges: Presence of competitors on the same products and indirect
competitors selling products like red meats.

Way forward: Advertising and promotion.

1. The business will penetrate the market through extensive promotion
using various forms of media such as posters and painting on the
walls of shops and buildings; radio which is locally listened; and
billboards which will be strategically placed on the main and busy
roads. These billboards will be attractive in order to catch the
attention of the passersby.

2. Attractive packaging methods that will be easy to handle
3. Constant supply due to outstanding distribution strategy of depots

3: Technical Aspects

Location for investment
(In case of infrastructure or land
development)

The proposed location will be at Sinza in Lushoto District.

This are will serve as the best location in the district, because it has
main road and is more densely populated and surrounded by many
bars, guest houses, a university, schools, small business enterprises and
good infrastructure in terms of electricity and water.

Size of the site for investment
(In case of infrastructure or land
development)

The shop building occupies around 900 m”. There is also the yard of 400
m’ adjacent to the building.

Amount for investment
(Indicate both the total amount of
investment and the loan amount)

26,800 USD for investment and working capitals. Out of this, 20,000
USD is required from loan and 6,800 USD will be secured from own
equity (bank savings).

Timing of investment

Out of US526,800,

Existing of facilities,
equipment/ machine, and
furniture used for business

No existing facilities, as this is a new business.

Operation & Maintenance
(O&M)

No complex machines are used for the business. But 100 USD will be
secured for maintenance of rearing rooms.

Procurement of inputs for
business

Chicks will be procured from Sun Fresh Poultry Co., Itd in Tanga City

4: Social and Environmental Aspects

Social Aspects

Any positive impacts? (e.g.
employment contribution, foreign
exchange earnings, new technical
innovation)

Any negative impacts? If so, any
mitigation measures?

Positive aspects

e Creating employment opportunities and their welfare

e Bring the market to Chicken feed manufacturers and livestock
medicine shops

e The contribution to the government revenue will also be enhanced
through tax payment and license acquisition. It is therefore due to
these benefits that the proprietor of the societies

Environmental Aspects
Any positive impacts?

Any negative impacts? If so, any
mitigation measures?

Negative aspects

e Excrements of chickens

Measures to be undertaken: employing cleaning staff and selling or
offering collected excrements to farmers as manure.
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5: Management and Administration

Organizational
Structure

Managing Director

Accountant
A 4
Production manger
|
Meat and by- Egg and Aged layer
product section section

Registration status

Registration No. (to be obtained)

Business licences

Licence No. (to be obtained)

Tax information

TIN: (to be obtained)

Title deeds obtained

Nil

Audit report available

Nil.

Bank accountant used

NMB Lushoto Branch: Account No. 123456789

Management System

(e.g. meeting system,
labour conflict resolution)

The 29 workers will work in two shifts. Other benefits to employees will
include training, medical, housing and performance incentives such praise,
salary increment annually, promotions and retirement benefits.

We have also a plan to holding monthly meeting with bank officers to
monitor performance of business.

6: Successful factors, risks and their mitigation measures

Successful factors Risks Mitigation measures
Fresh Hygiene chicken meat Bird fever Allocating enough budget to medicine
Participating in training provided by Lushoto DC
Constant supply Electricity cut off Procuring a generator
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7: Costs of the Business

7.1: Investment costs

The CCP will procure the following items as investment.

Item Quantity Unit costs Cost Remark

Refrigerators 4 800 3,200

Computers 3 800 2,400

Weighing scales 4 50 200

Generator 1 2,800 2,800

Motorcycles 4 2,000 8,000

Office furniture (desk) 5 80 400

Office furniture (chairs) 8 20 160

Rearing room (materials and labor) 1 1,000 1,000 | For 8 rooms
Wire mesh 1 500 500

Stock- 1000 layers 1000 2.0 2,000 | In October 2014
Stock -1000 chicken (Broilers) 1000 1 1,000 | In October 2014
Medicine for fumigation 1 250 250 | In October 2014
50 Water cans 50 5 250

44 pairs of Gumboots 44 10 440

Promotion and advertising 1 1,000 1,000

Business license 1 100 100

Tin number 1 20 20

Certificate of registration 1 80 80

30 days Chicken feed 30 100 3,000

Total 26,800

7.2: Working capital
7.2.1: Direct costs

The direct cost of CCP will be same across years. As shown in Table 1 and 2, the production of meat

and by-products requires the purchase of chicks every month, while that of eggs and aged layers

needs it once a year.

Quantity Unit
Items per price* Amount per Months or Amount per
month (USD) month times/ year year
Purchase of chicken (broiler) 1000 heads 1 1,000 12 12,000
Purchase of chicken (layers) 1000 heads 2.0 2,000 1 2,000
Chicken feed 90 bags 35 3,150 12 37,800
Medicine 5 Itr 50 250 12 3,000
Total 54,800
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7.2.2: Running costs

(1): Salaries/Allowance to Employee

The CCP consists of 29 staff including Managing Director, Accountant, and Production Manager.
Other workers includes 1 meat inspector, 5 slaughterers, 8 chicken growers, 4 marketing staff, 4
cleaners and 4 security guards The average income of them is 120 USD per month.

Category Number Per month Amount per | Amount per Remark
or unit (USD) month year
Managing Director 1 500.0 500 6,000 Ms. Joseph
Accountant 1 300.0 300 3,600 Mr. Kudar
Production manager 1 300.0 300 3,600 Mr. Itakura
Other staff 26 120 3,120 37,440 On-average
Total 4,220 50,640

(2): Energy & Communication

The CCP will consume around 100 litters of fuel per month to procure inputs and deliver the products
to customers.

Cost per A ¢ A ¢
Category Quantity month mrr(l)(l)llrllthp °r mozgr per Remark
or unit (USD) Y
Electricity / Gas 1 100 100 1,200
Water 1 50 50 600
Qil/ Charcoal 1 50 50 600
Fuel(Litter) 100 1 100 1,200
Telephone/ Fax 1 100 100 1,200
Total 400 4,800

(3): Miscellaneous

The CCP will have a monthly meeting with staff as well as bank officers to monitor the performance
of the business.

Cost per A ¢ A ¢
Category Quantity month mn(l)z)lrrllthper mOl;;lr pet Remark
or unit (USD) Y
Rent 1 187.5 187.5 2,250
Printing 1 50 50 600
Meeting 1 50 50 goo | Monthly
meeting
Tax
Packing materials 1 100 100 1,200 egg'trays,
plastic bags

Replacement of tools (water 1 200 200 2,400
cans, gumboots)
Promotion & advertisement 1 83 83.3 999.6
Total 671 8,050
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7.2.3: Depreciation costs

Since the CCP procures some equipment as investment, there are depreciation costs of those items.

Caton o' Ol Wikt Original cost Life Depreciation (;JOSt
gory cost Total time Per year "
month
Building
Subtotal 0 0
Machine/ equipment
Refrigerators 4 800 3,200 5 640
Computers 3 800 2,400 5 480
Weight scales 4 50 200 5 40
Generator 1 2800 2,800 7 400
Motorcycles 4 2000 8,000 10 800
Subtotal 2,360 0
Furniture
Office furniture (desk) 80 400 4 100
Office furniture (chairs) 8 20 160 4 40
Subtotal 140 0
Total 2,500 0
7.3: Total Costs of the Business
Having identified the costs of each item, the total cost is estimated as follows.
Cost category Cost Item Initial Cost per year Reference
Investment costs A set of investment 26,800
Working capital
Direct Costs Chickens and Material 54,800
Running Costs Salaries & Allowance 50,640
Energy & Commination 4,800
Miscellaneous 8,050
Depreciation Costs Building 0
Machine/ Equipment 2,360
Furniture 140
Total 26,800 120,790
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8: Source of Capital and Loan Repayment Schedule

(1): Source of Capital
The CCP requests the loan of 20,000 USD to make investment with her own sources of 6,800 USD.

Cost category Cost Item Initial Cost per year | Source of Capital
Investment Costs A set of investment 26,800 Loan 20,000
Own sources 6,800
Working Capital
Direct Costs Chickens and Material 54,800 Own sources
Running Costs Salaries & Allowance 50,640 Own sources
Energy & Commination 4,800 Own sources
Miscellaneous 8,050 Own sources
Depreciation Costs Building 0 Own sources
Machine/ Equipment 2,360 Own sources
Furniture 140 Own sources
Total 26,800 120,790

Table of Equity and Loan

Equity (own sources)

Loan

Total

6,800

20,000

26,800

(2): Loan Repayment

Schedule

Given the condition that the interest rate is 22% at reducing balance and the loan term is for 5 years,

the CCP will follow the following schedule for repayment.

Item

Loan duration (years) 5

Interest 22%

Item per year Year 1 Year 2 Year 3 Year 4 Year 5

1) Opening balance 20,000 16,000 12,000 8,000 4,000
2) Principal to return 4,000 4,000 4,000 4,000 4,000
3) Closing balance= 1)-2) 16,000 12,000 8,000 4,000 -
4) Interest = 1)*22% 4,400 3,520 2,640 1,760 880
5) Loan repayment= 2)+4) 8,400 7,520 6,640 5,760 4,880
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9: Revenue of business

Due to the nature of chicken business which requires “quiet time” to yield meat and eggs, there is less
profit in Year 1 (FY2013/14), while the profit will increase from Year 2 (FY2014/15). Please note that
in Year 1, there will be no sale from aged layers, which may arise from Year 2 as indicated in Table 2.

Revenue for Year 1 (FY2013/14) (Please also refer to Table 1 in P1)

Ttems %;gﬁg tl(tznri)tesr Unit price Amount per Months or Amount per
e (USD) month times / year Year
Broiler Meat(Nov-Jan) 900 units 4 3,600 3 10,800
Broiler Meat (Feb-Oct) 1000 units 4 4,000 9 36,000
By-product (Nov-Jan) 90 kg 2 180 3 540
By-product (Feb-Oct) 100 kg 2 200 9 1,800
Eggs (Mar-October) 900 trays 8 7,200 12 86,400
Total 15,180 36 135,540

Revenue for Year 2

(FY2013/14)- Year 5 (FY2017/18) (Please also

refer to Table 2in P2)

ALY per Unit price Amount per | Monthsor | Amount per
Ttems Gt (mnts (USD) month times / year Year

or kg/month) Y
Broiler Meat 1000 units 4 4,000 12 48,000
By-product 100 kg 2 200 12 2,400
Eggs 900 trays 8 7,200 12 86,400
Aged layers 1000 units 10 10,000 1 10,000
Total 21,400 37 146,800

10: Profit Examination

10.1: Profit examination per year or month

Having identified the total cost and revenues per year, the profit of the CCP business will be

estimated as follows.
Item Y1:2013/14 Y2-Y5: FY 2014/15-17/18
1) Revenue 135,540 146,800
2) Total Cost 120,790 120,790
3)Profit=1)-2) 14,750 26,010
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10.2: Cash flow projection

Cash flow projection

The cash flow is projected as follows:

Item Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
(2013/14) | (2014/15) | (2015/16) | (2016/17) | (2017/18)

Cash Inflow

1) Loan from XXX bank 20,000

2) Withdraw from saving 6,800

2) Profit 0 14,750 26,010 26,010 26,010 26,010

4) Total= 1)+2)+3) 26,800 14,750 26,010 26,010 26,010 26,010
Cash Outflow

5) Investment 26,800

6) Loan repayment 8,400 7,520 6,640 5,760 4,880

7)Total=4)+5) 26,800 8,400 7,520 6,640 5,760 4,880
Net Cash flow=4)-7) 0 6,350 18,490 19,370 20,250 21,130
Net Cash flow Cumulative 0 6,350 24,841 44,211 64,462 85,592

NPV and IRR

Removing the effects of loan injection and repayment, the NPV and IRR are obtained as follows. With
the positive NPV, it can be judged that the business of CCP is viable for investment and therefore can

be recommended for funding.

Item Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
(2013/14) | (2014/15) (2015/16) | (2016/17) | (2017/18)
Cash Inflow
—bleanfremacOchank 8
2) Withdraw from saving 6,800
3) Profit 14,750 26,010 26,010 26,010 26,010
4) Total= 1)+2)+3) 6,800 14,750 26,010 26,010 26,010 26,010
Cash Outflow
5) Investment 26,800
—6)Leanrepayment 0 0 0 0 0 0
7)Total=5)+6) 26,800 0 0 0 0 0
Net Cash flow=4)-7) -20,000 14,750 26,010 26,010 26,010 26,010
NPV 37,094
IRR 98%
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1.

Introduction

Strengthening farmers’ organizations has been a critical issue in agricultural
development in Tanzania.

ASDP2 has a special component to tackle this issue, namely Subcomponent 3.1:
Farmers empowerment and organizational strengthening under Component 3:
Rural Commercialization and Value Addition (building competitive commodity
value chain).

This document illustrates how District Facilitation Team (DFT) can strengthen
farmers’ organizations (FOs) for the development of commodity value chains
(CVCs) through planning and implementing Comprehensive DADP.



2. Action Areas and Priority Activities under ASDP2

The ASDP2 program document indicates, under Subcomponent 3.1: Farmers
empowerment and organizational strengthening, the following action areas and

priority activities.

Table: ASDP2 Action Area for farmer empowerment and organisation strengthening

Action areas

Priority activities

Assessment of FO capacities

Initial assessment of the capacities of FO in Tanzania. (including case
study for success stories)

Develop a strategic framework for stakeholder empowerment initiatives
and their organization along value chains

Farmer empowerment

Group management training (e.g. support for registration, by-law
formulation, leadership training, annual report writing, meeting
organization)

Financial management training (e.g. financial record-keeping, auditing)
Business plan training (incl. access to financing services

Support for acquiring CCROs or land title deeds that can serve as
collateral

Commodity specific FFS (technical networks)

Trainings for collective FO storage, sales & purchases

Farmer organisation strengthening

Structuration and
federation of farmer
groups and unions
Strengthening
organizational and
technical capacities of
existing and new
small-scale producer, trade

Enhance/support higher level farmer organizations (unions, federations
and cooperatives) and their governance;

Facilitate emergence and strengthen stakeholder economic entities
and/or cooperatives;

Strengthen dialogue with stakeholders (Ministries, private sector, DPs,
etc.)

Support the up-scaling of the Warehouse Receipt System (WRS)
Facilitate processing and marketing by farmer organisations and

and processing cooperatives with  technical and management skills

FOs/Cooperatives - Develop effective operational systems for input and output supply chains
- Sensitize on the linkage between SACCOS and AMCOS

Strengthening - Regional multi-stakeholder innovation platforms for prioritised CVCs

commodity-wise
stakeholder organisations
(TAHA, etc.).

Rice VC stakeholder

CVC stakeholder organisations at district level
Commodity-specific TWG or sub-TWG (national platforms)
Strengthen dialogue with stakeholders (Ministries)

Source ASDP 2 Final Report

As can be seen in the table above, some of the priority activities (e.g. group
management training and financial management training) are directly related to
strengthening FOs with DADP, while others (e.g. commodity specific FFS and
stakeholder organizations) may have indirect influence. The rest of this document
delineates how DFT can take actions of direct interventions for strengthening FOs at
DADP level.



3. How to assess FO’s capacities (including case study for success stories)

Even since the onset of ASDP1, there have been tremendous efforts to organize
farmers and make FOs implement projects. This implies that the starting point of

strengthening FOs under ASDP2 is not creating new organizations from scratch, but

reviewing the existing FOs in a district. The review entails not only capturing the

existences of FOs but also assessing their capacities and needs for further

development. Following are some steps of how to assess FO’s capacities and needs.

Step 1: Make the inventory of the existing FOs
To being with, DFT should identify the existing FOs in a district. FOs could be
any kinds of farmers’ groups, including SACCOS, AMCOS, associations,
VICOBA groups and NGOs. After identification, DFT can prepare the
inventory list, as shows in the table below.

Name of FO

Village

No. of members

When established?

Type of the group

Registration status

Major commodities

Business undertaken

\

Performance
(Annual turnover etc.)

Sample of FO Inventory List

e

Have audit reports
(Yes (year)/No)

Have title deeds?
(Official/Customary/No)

Supporting agencies if any

Step 2: Needs assessment
After preparing the inventory list, DFT can undertake the needs assessment

of the existing FOs. The needs assessment can be done through discussion
with the representatives of the FOs. Following points should be put in mind for

interview.

€ Needs assessment should be done strategically. This means that it is not
necessary for DFT to undertake needs assessment for all FOs, rather it
can select FOs which have potential for VCD among others. Selection
criteria could be those in Box below.



*

*

Additional:

Box: Selection Criteria for FO needs assessment

- Whether the FO has been dealing with commodities that DADP
supports as priority commodities.

- Whether the FO has willingness to contribute to project (not only
by talk but also by evidence e.g. bank statements)

- Whether the FO has willingness to accept new members
(Remember that the one of the rationales of undertaking DADP is
to involve many farmers in FOs)

Try to identify real needs for capacity development. If one asks such
question as “what do you need?”, they tend to answer “we need money,”
‘we need a tractor,” etc. Theses answers do not reveal the actual needs
for capacity development; they are just a wish list. It is very important to
elaborate questions more, for example, by asking “why don’t you have
money or tractor?”

After identifying their needs for capacity development, DFT can consider
what they can do for them. In many cases, there are two ways for
supporting, either making interventions with the government funds or
looking for stakeholders who can support them.

Case studies of successful stories (Use of the existing FOs)

ASDP2 document suggests that analysing the case studies of successful
stories, as part of capacity & needs assessment of FOs, could be useful.
In fact, there are several experiences of DADPs, which show successful
stories of strengthening FOs by responding to the potential and needs of
the existing FOs. Their experiences illuminate the fact that FOs are a part
of resources, which should be made the best use for VCD.

The use of the existing FOs for VCD has the following advantages.

€ Trust is there: If an existing FO is functioning well, they have already
created mutual trust among the members. This is very important,
because trust cannot be created with force. DFT can provide farmers
with the knowledge of technical and financial managements, but trust
is exceptional: it should be created by members themselves.

€ Can use the management system. In case of an existing FO, there
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is no need for DFT to assist the members in establishing
management system, but just to improve it according to necessities.
Even when new members are added with the support of DFT, training
and knowledge extension would be undertaken by the management
members of the FO, not by DFT. As such, Farmer-to-Farmer
extension could be realized.

Can make the FOs bigger and stronger. If creating new groups for
every project, the number of FOs would be many but the scales of
them be small. Remember that the bigger size the group become,
more benefits it can enjoy from economies of scale. Also if there are
many small groups in the same business in a district, they may
compete with each other. But what DFT should do is to create a
strong and larger group which can compete against rivals in other
districts and countries.



Successful Story of using the existing FOs for VCD
Collaborating with the existing FO for direct delivery business of fresh
veqgetables at Lushoto DC

1. Background and Issues

Lushoto DC selected potatoes and fresh vegetables as priority commodities for
VCD. With the concept of village phase in/out approach, they selected three
villages. They attempted to establish FOs in each village, which would undertake
direct delivery of the produce to Dar es Salaam without involvement of middlemen.
But it was found that farmers in the villages were far from “ready-to-do business,”
lacking various capacities (e.g. knowledges of marketing, business code, and
record keeping) as well as capital for business (e.g. a truck for delivery and crates
for packing). While many challenges were identified, Lushoto DC was in short of
budgets to support those farmers in such various aspects. So what can DFT do for
this situation?

2. Potentials with the existing FO

In Lushoto DC, there was one farmers’
group called Usambara Lishe Trust
(ULT), which has been engaged in direct
delivery business of vegetables and
fruits. But they faced the difficulties of
expanding the market, thus limiting the
number of the members. Having noted
this, the DFT shifted approach from
establishing new groups in the target
villages to involve the farmers there in
ULT. They decided to assist ULT in VCD approach using the existing farmers’
expanding the market, while making group (ULT)

agreement with ULT to include farmers
from the target villages as a sub-group of ULT, as shown in the figure at right hand
side.

3. Interventions undertaken and their effects
The DFT made the following interventions.
+ Market survey and sales promotion, so as for ULT to obtain new buyers and
thus expand the market
+ Match-making: Introduction of ULT to farmers in the target villages, addressing
business model, how to join (e.g. membership fees and other conditions), and
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shipping and payment system. This was done in collaboration with the ULT
management. After this, sub-groups were officially set-up (10 members / group
at 3 villages).

+ Production and post-harvest training to the sub-groups, so that they can
produce quality products which ULT needed.

+ Business skill training for ULT and the sub-groups to manage the business,
which became bigger than before.

Results of the interventions

After making these interventions, ULT has achieved the following outcomes.

+ The sale volume of direct delivery has increased around by Tsh 10,000,000
with the increase in the number of buyers. So ULT accepted the idea of adding
new members from the target villages.

+ The institutional capacity of ULT has also enhanced with increased number of
the members. For example, they purchased a cold truck with credits from the
members. Also they were capacitated to make application of loan to
commercial banks for further investments e.g. for establishment of green
houses.

+ The farm incomes of the sub-group members have increased around by
20-50 % per year and per member.

4. Roles of the DFT and lessons learned

Making the best use of existing FOs for VCD is one of major elements of strategic
DADP. In case of Lushoto DC, the DFT played the role of a catalyst between ULT
management and the new farmers for integration. If the farmers complain about ULT
management or vice versa, the DFT investigate issues, make a fair judgement and
reconcile the both sides. Through such a process, uniformity has been created. Also
the DFT supported the bottom-up of farmers’ capacity for production, so as to be
accepted by ULT as new members. For instance, the DFT identified, by hearing from
ULT, which vegetables are highly demanded by the market for every month. They
assisted the new sub-group in new production to meet such peach demand in the
market at least for the trial stage. By doing so, they created entry points for integration.



Successful Story of using the existing FOs for VCD
Using the VICOBA groups for agribusiness at lkungi DC

1. Background

Ikungi village at Ikungi DC in Singida region is one among of the famous villages in
keeping and selling of local chicken. However, this indigenous chicken tends to fetch
low price and are taking more time to mature. Against this background, the district set
DADP initiatives in 2012 to improvement of local chicken production and marketing,
e.g. by introducing an improved layers and cockles to improve genetic potentials.

2. Use of VICOBA for mobilization of farmers

DFT mobilized their existing groups/VICOBA for support of DADP. Nkhomoi and
Uyanjo groups were among of the beneficiaries. Nkhomoi group was provided with
hatchery machine for production of chicken. Also Uyanjo groups received the milling
machine for production of chicken food. It was observed that, members in these
groups are the same members under VICOBA and that the district was doing this
deliberately, so as to use and transfer VICOBA's experience to sustain DADP projects.

3. Functionality of VICOBA

Each group has a constitution. A role of each member as project member or/and
VICOBA member is well stipulated in their constitution. The project leaders are the
same of VICOBA. The total number of members in a project is the same number in
VICOBA (30-31). However, most of members are women. For example, the Nkhomoi
group/VICOBA has 31 members at which 7 are male and 26 are female. Under project
basis the members are making money by selling eggs, chicken and chicken foods to
other villagers. While under VICOBA basis, the members are doing serving and credit
services. For example, it was noted that the accumulation per week is about
180,000/= per VICOBA. Nkhomoi members said that they have about 45,000,000 to
date in their CRDB bank account. Both members meet once per week. Each member
required to buy 1-2 shares per week (price of one share is 2,000/-). A member has a
right to borrow 3 times of his/her shares. The credit should be re-paid within 6 months
with interest rate of 10%. At end of the year each member earn dividend. The
dividends per year per member follow a formula which is (Profit/Number of members)
X Total shares owned by member. Note: Profit=Revenue-Cost.

4. Message to other LGAs

Faithfulness, working hard with commitment and understanding each other have been
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built well. Group members told that they were able to build modern houses and pay
school fees for their children. Such operational model of complimenting business skills
to DADP project and having strong organization or groups with adequate support from
district to farmers, groups and VICOBA should be up-scaled to other villages as well
as other LGAs.



4. Support for Registration

Arguably, many FOs in Tanzania required proper guidance on registration in
accordance with the type of business, purpose and institutional setting. FO cannot be

recognized as a business entity unless it is registered

in the government

administration. There are several options for FOs to register themselves, including
Association, Trusteeship, NGOs, Cooperatives, and Company.

Following is the comparison table among the options.

Table: Group Modalities and their features

Modality Ministry in Institutional Advantage/ Challenges
charge Characteristics
Society or | Ministry of Minimum 10 persons Advantage
Association | Home Affairs required - Easy to register
(MOHA) Entry point to register - First step for further registration under
for other institutions. other institutions
Cannot have a legal Challenges
ownership Cannot have legal ownership or title deeds,
Thousands of agri. so difficult to access loan and conclude
associations. business contract
Cooperative | Ministry of Mini. 20 persons Advantage
.eqg. Agriculture, required for SACCOS - Can obtain legal personality
SACCOS Food and 50 for AMCOS - VAT exemption: No need to register for
and Security and Members buy shares VAT if annual taxable turnover is below
AMCOS Cooperatives which are put in the Tsh 40 million
(MAFC) bank account and - Income tax exemption if annual turnover
cannot be withdrawn by is below Tsh 50 million.
themselves - Can receive support from Dis. Cooperative
Pre-cooperative society Officers (DCO), e.g. for auditing
is allowed with min 5 - Easy to access loan, especially of
persons government loan programs.
Around 5500 SACCOS | Challenges
and 3000 AMCOS, - SACCOS by its nature does not
although some are necessarily mean FO for agriculture.
dormant - The governance mechanism mainly
depends on the quality of DCO, not by
other third parties( i.e. issues of
transparent management)
Turstee Registration, Min. 2 persons required | Advantage
Incorporati | Insolvency for registration - Can obtain legal personality
on (TI) and Trustee should be 2 to - VAT exemption: No need to register for
Trusteeship 10 persons VAT if annual taxable turnover is below
Agency Trustees can be sued Tsh 40 million
(RITA) by members in case of | - Can access loan with RITA certificates
any misconduct - Strong governance by Register- General
More than 300 Tls with Challenges
many coffee growers Not well known in the agricultural sector
from e.g. Mbozi, Mbinga,.
NGO Ministry of Min. 5 persons for Advantage
Community registration - Can obtain legal personality
Development Non-profitable, not - Several tax exemptions
, Gender and allowing profits to share | - Can access loan
Children among members Challenges
(MCDGC) Cannot be profit-oriented
Private Business Min. 2 persons for Advantage
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Modality Ministry in Institutional Advantage/ Challenges
charge Characteristics
Company registration & registration - Can obtain legal personality
Licensing - Can access loan
Agency Challenges
(RITA) - Tax cannot be exempted

The table below summarises the advantageous functionalities for each modality.

Table: Comparative advantages among group modalities

Modality No of persons | Registrati Legal Loan Tax Governance
required on personality | Accessibility | exemption mechanism

Society or
Association 10 ey ey ] ) Good )
Cooperative 50
(AMCOS) (5 for pre-Co.) Easy OK Very good Very good -
;I'urstee : 2 - OK Good Good Very good
ncorporation
NGO 5 - OK Good Very good -
Private
Company 2 - OK Good - Very good

Having noted the above, DFT should consider which type of modalities would be
suitable for a FO in question. Following are some samples on how to identify suitable
modality.

>

If farmers are in a rudimentary stage of organization, Society or Association would
be a suitable option, as the registration process is easy to be undertaken. But
remember that Society or Association is very weak in terms of obtaining a loan
from a bank. So DFT should recommend them to move to another modality as the
experience is accumulated. If the farmers are envisaged to become a Cooperative
near future, Pre-Cooperative could also be a good way for start and then be
transformed to Cooperative.

If farmers are in a small group, it might be difficult to register as Society or
Cooperative. In such cases, DFT may recommend Trustee Incorporation under
RITA or Private Company under BLERA for registration.

AMCOS is a generally recommendable option. However if there is strong concern
about governance or trusts among members, Trustee Incorporation or Private
Company could be another option. Empirical evidence suggest that AMCOS could
work for such commodities as export cash crops and food crops while facing
challenges for other commodities e.g. horticulture and livestock. The cash crops
and food crops tend to have transparent marketing transaction in VC.
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5. By-law formulation

What is by-law?

A by-law is a detailed rule to manage a specific activity(s) by a FO. There are several
types of FOs. They have different objectives based on the target commodity and value
chain stage where FO deals with. Therefore, the by-laws should have different
contents depending on different objectives. Followings are general contents to be
included in the by-law.

Box: Contents of a by-law
[Basic settings of FO]
The name of the society and area of operation
The objective of the society
The purpose to which funds of the society may be applied
Membership rules (terms of admission, shares/ entrance fees, rules in case of leave/ expel/
death)
The extent of members’ liabilities within the group and how they will be decided
[Function of FO]
Qualification, role and responsibility of leaders, board and committees

How general meeting will be run and what will be decided at these meetings.

Source: modified from Tanzanian Federation of Cooperatives and Cooperative Development Department (2006).
A simplified guide to the Cooperative Development Policy and the Cooperative Societies Act of Tanzania
Mainland.

Steps of by-law formulation

The by-law formulation consists of three major steps: (1) to prepare a template by-law,
(2) to localize the template by-law and implementation of the localized by-law, (3) to
review actual operation of localized by-law and to revise both by-laws.

This section explains the case that a DFT will use a template of by-law to upscale the
activity for several FOs in its district. This approach has two advantages. First, leaders
of the FO can have a guide with its own hands to establish a system for the activity.
Second, the DFT itself can have a tool to guide farmers effectively. This approach will
be strengthened if the DFT and FOs do fine-tuning of by-law after implementation.

Step 1: Preparation of draft by-law

In this step, a DFT prepare a template by-law. There is no need to prepare
perfect one. The DFT may start copying major contents from the existing by-law.
However, it is crucial to have consideration in detail on how the activities of FO
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will be implemented and put them in the template. Without such consideration,
the by-law will be unpractical and the activity will not continue along the by-law.
The points to be considered are following.

- what is the purpose of the activities

- how activities will be implemented for the purpose

- who is responsible on what

- how decisions will be made by who

- how reporting will be done by who and when

- how the transparency and accountability will be held in each actions

For example, in case of coffee, quality control of coffee by FO is crucial.
Therefore, it is important for the coffee AMCOS to set up Quality Control
Committee. It is also suggested to indicate in the section of membership rule that
each member should have enough knowledge on coffee quality and acquire
skills to improve coffee quality. In addition, if the AMCOS owns a processing
machine, it should be written how group operate it with necessary finance
contributed by members in the by-law.

In case of horticultural crops, FO should consistently make shipment based on
the production plan which determines who produce what kind of vegetables how
much. Therefore, it is important to create common understanding among
members by showing in the section of duties of a member in the by-law that
each member should follow the annual production plan.

Step 2: Localization of template of by-law: preparation and implementation

In this step, the DFT will introduce the template of by-law to leaders of a FO and
let the FO discuss and agree the by-law. The key role of the DFT is facilitation,
enabling farmers to localize the template of by-law by themselves according to
their condition rather than forcing them to do as the rule says (See box below).

Step 3: Check actual operation and revise the by-law

This step is important to make the by-law more realistic and practical by
reflecting experiences and lessons learned through the activities of FOs.

After the end of the activity, the DFT should review how farmers actually operate
their organization for implementation of the activity. There would be some
difference between what the by-laws say and what they actually operated. How
farmers operate their organization would vary depending on their working
environment. The difference is not problem if the important points are not missed
(See box below).
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In judging the situation, the DFT can take following steps. First, the DFT should
consider why situation found occurred. Second, check how the relevant articles
in by-law(s) are described and recall their purposes. Lastly, consider how the FO
and DFT address the problem and improve by-laws.

Box: Tips in facilitating localization of template by-law and review of by-laws

When the template of by-law is localized, it is noted that there are some points that can be treated flexibly
while other points should not be missed. In the former case, if a leader in charge of receiving produce in a
warehouse is not available all the time, it would be the idea that the other members of the warehouse
management committee should support the leader or the group can set certain day for bag reception

to make everyone available.

The latter, money handling should be done by a treasurer or chairperson who is stipulated in

responsible to that work by the by-law. Others cannot support that work.

Therefore, the DFT should have an idea what the each items in the template of by-law intended to and

judge whether the FO’s way of applying the template of by-law is acceptable or not.
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Good Practice: By-law formulation for paddy warehouse management and
collective sales at Kilombero DC

1. Background

Kilombero is one of the biggest rice producing districts in Tanzania. Farmers there
tend to sell paddy immediately after harvesting when the price is still low. In addition,
many farmers wait for middlemen coming and sell paddy to them individually. With
small quantities in hand, their bargaining power is weak, which is another factor
contributing to low income from paddy production. To address these issues, the
Kilombero DFT decided to organize FOs to sell their paddy collectively at off-season
through their warehouses and to let them have a marketing manager (MM) in order to
go out of villages and find market actively by themselves.

2. Challenge faced: Why the Kilombero DC used the template by-law

Warehouse management and collective sales through warehouse have some
necessary processes. For example, in receiving a paddy bag, the FO should take
certain steps to check quality of paddy for better sales price and to standardize weight
per bag for quick action to market demand. In addition, the MM will collect price
information, find buyers and propose sales to the FO. Then, the FO make decision of
sales.

However, when the FO started these practices it did not have such systematic rule
and experience to develop such by-law neither.

3. Action taken: How the Kilombero DFT address the challenge

To address the challenge, the DFT visited a good-practice village to learn necessary
rules and developed a template of by-law for warehouse management and collective
sales through warehouse.

One of the important points considered by the DFT in
preparation of the template of by-law was to take
balance between quickness for business through a MM
and transparency and accountability in a FO.

As for the former, FO should set target sales price and
delegate power to MM to work on marketing effectively.
The MM needs to report information (e.g. price, volume o
The DFT and FO members discussing
and other conditions etc.) immediately after collected Warehouse Management issue
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and propose timing of sales to the FO at the emergency meeting. These requirements
were clearly written in the template of by-law so that FO may not loss their business
opportunity.

As for the latter, a paddy bag stored is not only commodity but also a property of a
member, therefore in order to ensure transparency and accountability, the following
points were added in the template of by-law after reviewing one season operation;

i) a chairperson should witness shipment to make sure all the arrangement
including sales price and amount of money received from the buyer are proper,

i) a secretary should record number of shipped paddy bags based on the
agreement, and

iii) a treasure should receive money from the buyer and keep financial record.

Box below summarizes the specific contents of a by-law for warehouse management
and collective sales.

Box: Specific contents of a by-law for warehouse management and collective
sales

€ Warehouse Management Committee: which is responsible for receiving paddy bags, check and

control quality, store properly and manage warehouse facility.

€ Marketing Committee: which is responsible for preparing a market plan and participating in actual

sales operation.

€ Emergency general meeting: which is held to discuss and agree on timing and condition of sales of

paddy.

€ Role of Marketing Manager: who collects price information, negotiates with buyers, reports the

market information to FO and proposes timing of sales.

€ Storing fee: which is collected from each member who stores paddy bags in the warehouse. This

is used for guard man or other expenses to maintain warehouse.

4. Result to be shared with other LGAs

The template of by-law helped the FO members to formulate common understanding
regarding warehouse management and collective sales through discussion in the
group meeting. The by-law guided the FO how to implement activities (i.e. collective
sales through warehouse). Also, DFT facilitated FO to review the by-law and
incorporate lessons learned derived from the experience of the previous season so as
to reduce dispute among FO members. As a result, by-law formulation enhances the
governance capacity of FOs in terms of transparency and accountability.
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6. Financial Management Training

As indicated in ASDP 2 program document, financial management capacity is a key
element for FO empowerment. To improve the capacity, FOs have to keep all
necessary financial records properly, and the records should be used for their financial
analysis and decision-making.

When designing financial management training, DFT needs to include both
components of record keeping as a tool and how to the records for their own
purpose.The following shows the steps for conducting financial management training.

Step 1: Situation Analysis
First, DFT needs to visit the target FOs and check record keeping capacity
and how they use the records. The following is an example of points to check.

Box: Points to check in situation analysis

B Types of records they keep
(cashbook, bank transaction record, sales record, voucher for crop storage,
financial reports...)

B Entry mistakes
(money in/out, balance, crop amount received, products shipped ...)

B Frequency of data entry
(daily, monthly, quarterly...)

B How they use the records
(checking balance/profit, sales volume, running cost...)

B Whether they keep all records necessary for external audit & district
inspection
(cashbook, ledger, bank statement, payment voucher, minutes of general
meetings...)

B Whether financial reports are shared with FO members
(through general meeting, bulletin board...)

B Who is responsible for record keeping
(treasurer, secretary, selected board member...)

B How they double-check all records
(through audit committee, regular monitoring of cooperative officer, external
auditor...)

There are some suggestions for conducting situation analysis.

» For checking record keeping, it is advisable to give the task to LGA
cooperative officer, who is responsible for FO inspection.

» Checking records, DFT needs to ask the FO’s immediate/mid-term goals.
Example: If the FO plans to install a crop processing machine, then DFT
can set the overall purpose of training as “how to make an investment plan
using financial records.”
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Step 2: Training arrangement and implementation
Based on the situation analysis, DFT arranges financial management training.
The following figure shows possible training arrangement.

Introduction: Why record keeping?
- Making group decisions
- Keeping transparancy

Session 1: How to keep records (Technical)

Core Optional
Cashbook Sales Shipment ?27?
Statement record

Session 2: How to use records

How to read cashbook Analysis for Specific Purpose
- Profit sharing (fo group members)
Cashbook carllocJaﬁon
/’ (income & ‘/ Setting sales targets
expenditure) /

v 1 / Investment plan/ Loan appliation
ofh Cost / Accountability (to members & LGA)
; Oher . identiication
= records .

: . ?77?
: Y
essssnmmnnn®

Session 3: Record management system
- How to check records within the group
- How to utilize external resources

[Selection of trainees]

B DFT selects trainees among FO members. They should be those who are directly
involved in financial management (chairperson, secretary, board members) and
record keeping (treasurer, audit committee members).

[Introduction]

B The trainer explains why record keeping is important, emphasizing that keeping
record itself is not a goal but means for further use.

B Trainer: LGA cooperative officer
[Session 1: How to keep records (technical)]

B This session is on how to keep records. The following is the points to be noted.
v' Cashbook must be covered as core session because it is the primary source

18



of financial data.

CASHBOOK MARCH,2015
DR CASH BANK
Date STK/HM NO|Particulars DR CR DR CR
1-Mar-15 Opening Balance 200,000.00 198,200.00
2-Mar-15 Entry fees 50,000.00
3-Mar-15 Shares 600,000.00
4-Mar-15 Coffee sales 60,000,000.00
5-Mar-15 Farmers payments 54,000,000.00 54,000,000.00
6-Mar-15 Japhet mwamlima 10,200,000.00
7-Mar-15 mwashambwa 15,000,000.00
8-Mar-15 mwasile 28,800,000.00
31-Mar-15 Closing Balance 850,000.00 6,198,200.00
54,850,000.00 | 54,850,000.00 | 60,198,200.00 60,198,200.00

Cashbook (Example)

v Other records are covered as required according to the needs of FO.
Example: If the FO aims at fair profit sharing among group members, this
session covers how to keep shipment record, record for individual farmers’
production, payment voucher, etc.

Record of Coffee Shipment (2013 Harvest Season, kg)

Farmer's name May June July August Total

#H## 215 1239 1077 0 2531
$3$$ 27 1238 2607 36 390¢€
?2?7?2? 9 635 24 0 66¢

Record of Rice Bags (135 kg/bag)

Coffee shipment record
(by individual farmer)

Date Farmer's name Rice Variety |Bag Contact No.

2015/8/5 it Salo 94(0754-###
2015/8/13  |$$$$ Zambia 86[0753-$$5$$$
2015/8/15  [??7? Mbawa 54(0712-27272?

Record for paddy warehouse storage

(by individual farmer)

Payment voucher for farmers

v It is practical to have exercises of data entry for each record (see 01 for
sample exercises).
v Possible trainer: cooperative officer (for cashbook); leaders of model FOs in
the district (for other records).

Note: DFT identifies model FO which keeps good records and invites its leader as trainer.




[Session 2: How to use records]

B This session is on how to use the records covered in Session 1. Here, the methods
for using cashbook (and other records) for further analysis are explained.
v DFT designs this session based on the FO’s specific needs.
Example: If the FO intends to purchase a crop processing machine, the group
needs to project how much will be saved for the investment and when. The
information can be extracted from past record of income and expenditure in
the cashbook. If the cash flow does not allow the group to secure required
amount at specific timing, the FO may apply for a loan. Thus, the training
session contains 1) how to read cashbook, and 2) analysis for specific
purpose (investment plan and loan application).
(See Chapter 7 for loan application.)
B Trainer
v' Cashbook analysis: LGA cooperative officer, trade officer
v Analysis for specific purpose: SIDO business development officer, NGO officer
(e.g. TechnoServe, NAFAKA), extension officer/lecturer from the private sector
(e.g. input dealer, processing company, commodity buyer, bank)

[Session 3: Record management system]

B This session is on how to develop a system of checking records on a regular basis.
If one person is solely responsible of data entry, there is a risk of making mistakes
or any wrongdoing. To avoid such risk, there must be a system of monitoring and
correcting. Here, such system is called record management system. There are
several options of regular monitoring.

v Assigning two members for record keeping (one for data entry and the other
for checking)

v' Establishment of auditing committee within FO

v Regular monitoring of LGA cooperative officer

v' Hiring external auditor

After presenting possible options, DFT can let the trainees discuss the most
suitable option for the FO.

[Training cost]

B DFT needs to calculate overall budget for conducting financial management
training according to number of trainees/trainers, duration, topics to cover, etc. The
following shows cost items and approximate amounts for conducting financial
management training for one FO.
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®  Duration: 1.5-2days
B Trainee: One FO (8 persons)

Item Amount (Tsh) Remark

Transportation for trainees (return) 40,000 | 8 persons

Fee for visiting trainer 80,000 | 1 person, covering Session 1&2
Transportation for trainer (return) 20,000 | 1 person, covering Session 1&2

12 persons (DFT (3), Trainer (1),

Venue (incl. rent for projector) 80,000 Trainee (8))
- . . Training material (photocopy),
Training material and equipment 50,000
calculator, cashbook
Total 270,000

Step 3: Regular monitoring
Only having training cannot secure sustainability. There must be a follow-up
on FO’s actual practice. DFT checks if their learnings are reflected in FO’s
financial management by going through their records and use. Also in the
monitoring, DFT needs to check if the records are used for the specific
purpose set in the training.

Box: Points to check in training follow-up
Does the FO use financial records for the following activities?

To project annual income/expenditure trend

To set investment plan

To apply for loan

To set sales targets

To share the profit to group members

To submit audit report/ to receive LGA inspection
To share financial information to group members

By reminding them of training purpose and encouraging the data use, FO
comes to recognize the benefits of keeping proper records.
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Good Practice: Financial management training for coffee AMCOSs at
Mbozi DC

1. Background

Mbozi DC has set coffee as a priority commodity and supported three coffee AMCOSs
for installing coffee processing machines (CPU) with DADP fund. However, it turned
out that CPU operation required additional costs: investment cost (constructing CPU
building and other facilities) and running cost (fuel, spare parts, salary for CPU
operators, etc.). Also, they had to develop a system for profit sharing to AMCOS
members based on each member’s production volume. To do that, all records should
be kept properly (cashbook, sales statement, receipts of coffee cherries from each
member, etc.), but they did not even keep simple cashbook correctly. Thus, DFT
decided to improve their financial management capacity through training.

2. Goal setting

After the discussions with the AMCOSs, the goals of training was clarified as follows.

> To set a plan for meeting investment and running costs

» To share the profits of selling parchments (CPU-processed coffee) based on each
member’s production volume

3. Training arrangement and implementation

DFT conducted a situation analysis by going through their cashbooks and other
records. Most of the records are not appropriate. For example, some of them did not
include several transactions in their cashbooks, such as withdrawal from bank
account. They also made simple

calculation mistakes (additon and O T T
subtraction). Evaluating their record S - - B .
keeping capacity was low, DFT decided
to use a simple cashbook format and
introduced it with practical exercise in
the training. Also, DFT visited a model
coffee farmers” group within the district
and requested to be a trainer for other
record keeping. The training was conducted in several sessions, either in class or the
model group’s CPU site. The covered subjects were:

Simple cashbook format

» Importance of financial records and their use
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» Cashbook keeping (see Annex 02 for sample exercises)

» Other record keeping (sales statement, red cherry receipt, CPU operation record)
» Use of the records for calculating CPU investment and running costs

» Use of the records for fair profit sharing

After the training, DFT continuously followed up on the use of all records and advised
on how to meet CPU costs.

4. Achievements

The financial management training made the following achievements against set
goals.

» CPU facility construction was complete in time for
second harvest season. For shortage of fund, the
AMCOSs requested loans from a buyer (private
company) of their coffee.

» CPU running cost was calculated based on
financial records, and the AMCOSs set CPU user
fee (per kg of processing) to meet the cost.

CPU facility completed with loan

» All AMCOSs recorded each member’s production
volume when receiving for CPU processing, so that the payment from buyer will be
shared based on the record.

5. Message to other LGAs

Record keeping is not an end itself but means for achieving specific goals. If DFT
conducts financial management training without setting such goals, FOs will not keep
records in a sustainable manner. To identify the goals, it is important to visit FOs and
listen to their needs. Once the goals are clarified, DFT can customize the training
sessions.
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7. Support for Access to Loan (including Business Plan and CCRO)

Why is the access to loan important?

Supporting FO in accessing loan is a critical element in realizing Comprehensive
DADPs. This activity brings about the following benefits.

>

It may help farmers to reduce dependency on government budgets to undertake
development activities.

It may help a FO become a market-oriented group, as for loan application they
have to show how profitable their business would be.

Necessary documents for loan application

In general, financial institutions (i.e. banks, government loan programs, and

micro-finance institutions) require various kinds of documents for examination in loan
provision, as shown in the box below.

Box: Necessary documents for loan application
Official letter showing intentions to borrow
Certificate of registration
Board resolution to borrow
Contract or Intent letter of doing business from buyers
Business licenses
TIN certificates
Business Plan
Audited financial accounts (past 3 years)
Official / Customary title deeds or any other security for the loan
Bank statements
CVs of the management staff of borrowers (the group or company)

Price quotation (if purchasing machines and equipment)

Bill of quantity (BOQ, if construction is involved)

Legal consent of security owner if s/he does not belong to borrowers

Among them, the most critical documents are business plan, audit reports and_title
deeds (at least customary title deeds or Certificate of Customary Right of Occupancy:
CCRO) all of which are subject to supports from the DFT.

Roles of DFT and FO in the process

The following table shows things to be done at each stage of loan application.
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Figure: Roles of DFT and FO in loan application and utilization
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As shown in the figure above, the first step is to collect information on loan conditions
from major financial institutions. At this stage, DFT can assist in the FO in contacting
financial institutions, while the FO share its basic data with the DFT, so that they can
well introduce the FO to financial institutions.

At the stage of document preparation (Step 2), various roles should be undertaken by
DFT. With respect to audit reports, for example, DFT, especially DCO, should support
the FO in organizing data to make them ready to receive external audit. As for title
deeds or CCRO, DFT should provide the format for CCRO and introduce the FO to
relevant authorities to fill up it (See Good Practice of Lushoto DC for the sample
format). Regarding business plans, DFT can provide training to the representatives of
the FO using the Business Plan Guide' and work together with them for
documentation. As such, other documents shall be prepared.

Even after the submission of necessary documents (Step 3), the FO is very likely to
receive comments from a financial institution which they apply. In the case, DFT can
work with the FO in improving the documents or adding another material. Through this
process, a lender (financial institution) and a borrower (the FO) came to build common
understanding and mutual trust.

Once successfully receiving a loan from a financial institution, DFT can undertake a
close monitoring for the FO to utilise the loan properly and return the money to it
accordingly. It is of critical importance to avoid the misuse of the money and delay of
repayment, which may cause another difficulty on the FO such as penalty fees.

' See Technical Supporting Guide for Business Plan distributed by DADP P&l TWG and
JICA-RADAG.
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Good Practice: Support for Horticulture Association to apply loan at
Lushoto DC

1.
In Lushoto DC, there is one farmers’ group called ULT.
They have been engaged in horticulture business,
which delivers fresh vegetables from farm filed in
Lushoto DC to retailers in Dar es Salaam such as
supermarkets and restaurants. One of their customers
is an inflight-service company at the airport in Dar.
They requested ULT to supply vegetables in cold
chain. Thus, ULT was determined to procure a cold
truck for transportation. They decided to make a
request to DFT to support for applying loan to financial

Background

Introducing the FO to a bank
(Match making)

institutions.

2. Problems

Upon request from ULT, DFT carried out the “bank survey”, through which they investigated

the conditions of loan (e.g. interest rate, loan amount and period, documents) provided by

major financial institutions. While capturing overall tendency of the loan requirements, the

DFT identified the following problems facing ULT.

>

ULT was out of target of the government financial programs, which offer relatively better

conditions to borrowers than commercial banks. This is because ULT is not registered as
Cooperative but as Association under MoHA, while many government financial programs
(e.g. Agricultural Windows and SELF) target Cooperatives, not Association.

ULT did not have an audit report. In general, DCO undertakes primary auditing for

Cooperatives, but not for Association. ULT kept their performance and management
records, but not in an organized way.
ULT did not have any title deeds. ULT owns offices and collection centres in their land;

however there was no official certificate for their possession.
ULT could not show their perspective of returning loan: They might have the perspective

of gaining profits from the business and returning loan to a bank once receiving loan. But
they could not show this perspective in a written form with strong justification, thus failing
to attract financial institutions.

3. Measures taken by DFT
Having identified issues to be solved, the DFT provided the following supports.
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Match making between ULT and

commercial banks such as NMB and
CRDB: DFT helped negotiation between
ULT and the banks. With the presence of
the DFT, ULT made their understanding
of discussion smoother

Support for data organization for

external audits;: DCO worked with the

accountants of ULT to review the past

3-year records on expenditure and sales Supports by DFT for Loan application

and organize them for external audits.

Preparation of the customary title deed format: In order to assist ULT in obtaining the

customary title deeds on their properties, the DFT developed the format for certificate
letters in consultation with a district legal officer as well as land management department.
The provided the format to ULT and assisted them in filling up it, e.g. introducing ULT to
relevant authorities such as the primary court.

Business Plan Training: DFT, under the support from JICA-RADAG and DADP P&l TWG,
had received training of business plan by SIDO. After then, the DFT worked with ULT
management for the preparation, which was supervised by the TWG member.

Lessons learned

If the FO is Cooperative, it is better to start examining the application for government
financial programs because they targets SACCOS/AMCOS. If not, it is recommended to
check the private financial programs. If the FO and its business are of small-scale,
applying microfinance could be possible, though careful attention should be paid to loan
period.

Required are the audit reports for the last 2 or 3 years. This means that the FO should be
well prepared, even several years before applying loans. Organizing data and obtaining
audit reports are not “one-night” tasks, rather the result of keeping records in such long
run. While district cooperative officers tend to support Cooperatives only, there are many
FOs which are not Cooperatives. From this point of view, they need to extend the support
beyond Cooperatives, e.g. undertaking awareness rising or follow up on record keeping.

Lushoto DFT assisted the ULT in obtaining the contract with its major buyer by
participating discussion between the ULT and the buyer. The DFT can facilitate
communication between the FO and its stakeholders.
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EXAMPLE

TEMPLATE OF BY-LAW
FOR
A GROUP? OF FARMERS

WHO STORE AND SELL PADDY IN
WAREHOUSE

2 In case that some farmers’ groups will manage the warehouse, the term “group of
farmers” will be read as a ” union of farmers’ group.”




Note

This Constitution on warehouse management was prepared by the Kilombero DFT under the support
of the “Project for Strengthening the Backstopping Capacities for the DADP Planning and
Implementation under the ASDP phase 2.”

This Constitution serves as a basis of warehouse management in the supported villages. Raising
awareness of warehouse management through transparent and inclusive discussions will facilitate

the formulation of a clear and practical guide for operation.
This Constitution has two assumptions:

1. If the supported farmers’ group has an existing constitution, this serves as a bylaw under the

existing Constitution.

2. The marketing management structure will differ according to the number of members, as this is
crucial in establishing a timely and efficient decision-making process. Two management structures

are prescribed below depending on the size of membership:

(1) For a small number of members: the marketing management structure should allow for direct
communication between the marketing manager and members. Given the small membership,
farmers can meet easily. Frequent meetings and direct feedback from the marketing manager

will enable farmers to effectively decide the timing of sales.

(2) For a large number of members: Unlike the case of a small group, a large membership makes
it difficult to meet frequently. As such, the transmission of information from the marketing
manager to the farmers will not be as prompt and efficient. This results in delayed
decision-making and ultimately, loss of sales opportunities. Therefore, a flexible marketing
management structure is recommended through the creation of a marketing committee, which
has the authority, among others, to decide the timing of sales. It is important to set a target
price among group members, as this will enable the authorized committee and the marketing

manager to effectively decide the timing of sale.

NFT, Morogoro RAS, Kilombero DFT and JICA
March, 2015
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(i) PART ONE
(ii) 1.0. DEFINITION OF TERMS

Warehouse: A storage facility where raw materials or manufactured goods may be kept before
distribution or sale, which may be the facility to store paddy (Hereinafter called the “Warehouse”).
Farmers’ Group: A group of farmers who work together to manage and develop activities of storing,
marketing, and selling paddy. (Hereinafter called the “group”).

Constitution: A set of principles and rules on warehouse management to guide day to day operations.
A Member: A person who has joined the farmers’ group by paying the required entry fee and various
contributions, with various duties and responsibilities, as set forth in Part Five.

Warehouse Management Committee: A committee with the composition and functions as set forth
in Section 8.1. (Hereinafter called the “Warehouse Management Committee”).

Leader: A member who has been elected by members of the group with the duties, among others, to
supervise, implement, and coordinate the activities and assets of the group and its members properly,
as set forth in Section 7.2.

Registration fee: Money paid by a member for admission to the group, as set forth in Section 5.3.
Fees: Money paid by a member for operations of activities of the group, as set forth in Section 5.3.
Penalty: Payment provided as punishment after a member or anyone commits an offence in relation to
the constitution, as set forth in Section 5.5.

Environment: All areas surrounding the villageof ....................... together with the location of the

Warehouse. — .
Part one difines a term utilized in a by-law.

(iii) You need to adjust some specific terms regarding the objective
and activity of your FO. Here, there are example terms such as
“Warehousé’ and “Warehouse Management Committeé’ which
are applicable only for the FO of warehouse management.
These terms will be replaced by e.g. “Quality Improvement
Committeé’ if vour FO deals with Coffee.

(iv) PART TWO

(v) 2.0. NAME, ADDRESS, AND LOCATION

Name of the Farmers” Group: .........ccvuviuiiiiiiiiiiiiiiiiiieieeeeea

Address: P.O.BOX ......... s e
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(vi)

(vii)

PART THREE
3.0. PURPOSE OF THE GROUP

The general purpose of the group is to improve the livelihood of its members by, among others:

(i)
(i)

(iif)

(iv)
V)

(viii)

(ix)
)

providing assistance in the sale of high quality paddy at a high price;

sharing information on paddy storage to the members in order to improve processes
and enhance sales performance;

facilitating access to markets to its members by providing market information and
proposing the opportunities of collective sales;

managing the efficient use of the Warehouse and the surrounding areas;

managing and maintaining infrastructure the Warehouse and [around the] the

Warehouse.

Different types of FO will have other different
purposes and activities.

In Part Three and Part Four, please rephrase
the highlighted parts to relevant term according

tn vonrr KO niivnncac and artivitiac

PART FOUR
4.0. OPERATIONS OF THE GROUP

This group will be operated according to the principles of democracy regardless of circumstances,

gender, tribe, color or nature of man. In order to achieve the above objectives, the group shall, on a best

efforts basis, do the following: -

(xi)

(xii)
(xiii)
(xiv)

(xv)

(xvi)

(xvii)

(xviii)

conduct its functions through good faith coordination among its members and
manage all activities of the Warehouse and other available resources within the areas
of the group such as construction, management, operation, and maintenance of the
Warehouse;

properly manage all of the group’s finances;

supervise storage, Warehouse handling, setting target sale price;

develop various sources of revenue for the progress of the group;

purchase, operate, and responsibly store, for use of its members, small and large
equipment to be used for testing, processing, and storage of raw materials and
products of its members;

collect, prepare, and sell its members’ products, as well as other products for the
benefit of the group.

encourage savings and credit schemes among its members; and

conduct other activities that will further the objectives of the group as outlied in this

constitution.
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(xix) PART FIVE
(xx)5.0. MEMBERSHIP OF THE GROUP

Membership will be compulsory for anyone who will store paddy or any other material or product in

the Warehouse.

(xxi) 5.1. QUALITIES OF A MEMBER OF THE GROUP

Anyone can become a member of the group, provided that the following qualities are present: -
(1) The applicant must be of sound mind;
(i1) The applicant must be cultivating paddy;
(iii) The applicant must utilize the Warehouse by storing paddy therein;

(iv) The applicant must not be harsh or unestablished;
v) The applicant must be a farmer within or in a nearby village;
(vi) The applicant must agree with the constitution of the group;

(vii)  The applicant must pay registration fee, storing fee and other necessary contributions
and;

(viii)  The applicant must be development-oriented.

In Part Five, it should be clearly indicated what criteria is required
as a member of your FO, so that your FO can keep its products
high quality or all members can have common understanding for
working together. For example, coffee AMCOS is better to have a
qualification that “the applicant must have enough knowledge of

rnffoo miralityy and armiiiva cl-ille haur 0 imnvnva cnffoo rralit?

(xxii) 5.2. JOINING INSTRUCTION

(1) Anyone who wants to join the group and has fulfilled all the condition above will be
required to send their application to the Warehouse Management Committee. The
leaders will receive, discuss, and pass it to the general members’ meeting for
approval.

(i1) Each member will acquire full membership by paying the Registration fee, as set
forth in Section 5.3 (i), and a storing fee when the member stores paddy for one
season, as set forth in Section 5.3 (ii), and such other contributions that may be
required. Then, a member will sigh or set thumb print in the members register book in

front of tow members of the Warehouse Management Committee.

(xxiii) 5.3. ADMISSION FEES AND OTHER CONTRIBUTIONS

(1) Each member shall pay a [one time/ annual] registration fee of Tsh ............... /=
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(i)

(xx1v)

Feesof Tsh.............. = (i, ) per bag (recommendation is 105 kg) when a
member stores paddy for one season. The collected fees will be used for warehouse

operation and maintenande. —
//Here, it is necessary for FOs to collect fees for
operation and maintenance (O&M) for not only

the warehouse but also any other facilities (e.g.
irrigation scheme, market infrastructure,
processing machines etc.) owned/ used bv FO.

5.4. MEMBERSHIP TERMINATION

Membership will terminate upon the occurrence of any of the following:

(1)

(i)
(iii)
(iv)
v)
(vi)
(vii)

Death and unavailability of a successor who will accept the conditions of the
consitution;

Shift from the location;

Resignation in writing;

Dismissal of membership;

Insanity upon written proof from a physician;

Lack of membership qualifications;

Absence in three (3) consecutive regular meeting without notice.

A member may be suspended or his/her membership terminated due to the reasons
mentioned in this constitution or upon his/her wilful failure to comply with the

decisions set by the general meeting.

¢ Upon termination of membership for any reason whatsoever, no fees or various contributions

shall be refunded.

*  For a member who is expelled from membership, ownership of his/her paddy shall be shift to the

leadership of the group tentatively for further procedures.

(xxv)
(xxvi)

(xxvii)

5.5. RIGHTS AND DUTIES OF A MEMBER
5.5.1. Rights of a Member

Each member shall have the following rights within the bounds of law:

(i) to attend membership meetings;

(i1) to express his/her thoughts and to be respected;

(iii) to vote for a leader and to be voted for leadership;

(iv) to utilize all services provided by the group; and

(v) to access information about development and market information of the group.
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(xxviii) 5.5.2. Duties of a Member
Each member shall have the following duties:
(i) To respect the Constitution of the group;
(i1) To respect the duly-elected leaders;
(iii) To pay the Registration fee, storing fees, and all other contributions which were scheduled by
the general meeting of the group;
(iv) To use the Warehouse solely in accordance with its function, with utmost respect and care,
and with due consideration to the other members and respect for the environment;
(v) To participate in all activities of the group;
(vi) To disclose information about damaged properties of the group to the Warehouse
Management Committee of the group within a reasonable period upon discovery;
(vii) To protect the assets of the group;
(viii) To store paddy every season;

(ix) To attend the meetings organized in accordance with the constitution and to participate in all

activities of the group.
group In 5.5.2, for example, a FO of vegetable

producers should have a duty that “to
follow the annual production plan

(XXiX) PART SIX which is agreed and developed based on
the peak demand of the market’ so that
(xxx) 6.0. FUNDS OF THE GROUP | 1o can consistently make shipment

The funds will be derived from: -
(i) Registration fees, storing fees, and other contributions from members;
(i) Loans from other financial institutions;
(iii) Arrears;
(iv) Savings funds of the group (Option); and

(v) Various penalties paid by members.

(xxxi)
(xxxii) PART SEVEN
(xxxiii) 7.0. MANAGEMENT AND ADMINISTRATION OF THE GROUP

Great powers will be held by the general meeting of the group.

(xxxiv) 7.1. MEMBERS OF THE GENERAL MEETING

There will be three general meetings. All substantial decisions of the group may only be concurred
during said general meetings..Each member shall be entitled to attend, participate in discussions, and

vote during said general meetings. Such meetings are as follows:-
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(xxxV)

7.1.1. Annual general meeting

The Annual General Meeting will be held in the end of the 4™ Quarter of each calendar year and the

delay should not exceed one month or thirty days.

Issues to be discussed at this meeting shall include the following: -

)
(ii)
(iii)

(iv)
™)

(vi)
(vii)
(viii)
(ix)
)
(xi)

(xxxvi)

reading and approval of the minutes of the previous general meeting;

discussion and approval of long and short term plans of the group;

discussion and approval of the estimates of the revenue and expenditure of the group for
the next year;

discussion of the closing year’s financial report;

discussion and approval of disciplinary measures to impose sanctions such as suspension
or termination of membership;

discussion and approval of new applications;

discussion and approval of fees and contributions;

nomination and election of leaders;

amendment of the constitution;

discussion and approval of all other matters pertaining to the development of the group;
discussion and approval of the delegation of specific powers to leaders and the
Marketing Committee such as the decision on the sales price and the appropriate time for

paddy sales (this article is for the group that has large number of members more than 80

people).

7.1.2. Regular General Meeting

Regular meeting will be held twice a year in June and December of every season.

Issues to be discussed in this meeting shall include the following: -

(@)
(i)

(iii)
(iv)
(v)

To review and verify minutes of the previous meeting.

To receive and discuss the financial statements and implementation information from the
Warehouse Management Committee.

To perform any other matters relating to the development of the group.

To discuss new applications.

To decide delegation of power to leaders and Marketing Committee for decision of the

sales price and appropriate time for paddy sales (this article is for the group that has large

number of members more than 80 people).
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(xxxvii) 7.1.3. Emergency General Meeting
There will be an emergency general meeting which will be held at any time as deemed necessary by
the group, and should meet the following requirements: -

(1) This meeting will be convened by the Chairperson,

(i1) On the written request of members signed by one-third (¥4) of all members of the group.

The request must explain what to be discussed and must be signed or thumb printed by all

members.
(iii) Higher ranking Responsible Leaders
@iv) To discuss and agree the suggestion of sales from the Marketing Committee (this article

is for the group that has small number of members less than 79 people).

The emergency meeting will only discuss what is called by the session.

(xxxviii) 7.1.4. Announcement of the Meetings
All announcements should be displayed on the board of the office, bulletin boards, or other methods
agreed to convene meetings in the group. They must clearly indicate the date, time, and venue of the

the meeting, together with the agenda for the said meeting.

(xxxix) 7.1.5. Time of Announcing General Meeting
(1) The Annual General Meeting should be announced not less than......... days from the date
of the meeting.
(i1) The Regular General Meeting should be announced not less than......... days from the date
of the meeting.

(iii) Emergency General Meeting should be announced at any time.

(x1) 7.1.6. Compulsory Attendance of General Meetings

At all general meetings the attendance of members must be half of all members for the meeting to be
valid. And if attendance is not enough after ............... of starting time, the chairperson shall postpone
the meeting for ............ days.

When the meeting will convene again, the agenda of the meeting shall be the same. If attendance is
also not enough, declarations will be made by two thirds (2/3) of the attended and those decisions will
be valid. For emergency general meeting convened on the request of the members, the meeting will be

cancelled completely if the attendance is poor after.............. minutes from the starting time. (the

following sentence is for smaller number of the group) In the case that the Emergency General

Meeting will discuss the issue of when to sell paddy stored in the Warehouse, half of members who

stored paddy will be required for valid decisions).
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(xli) 7.1.7. General Meeting Operation and Quorum

The Chairperson of the group will conduct all general meetings. If the Chairperson is absent, any
leader will conduct the meetings. If both are absent or do not want to conduct the meeting, any among
the members will be elected to act as chairman of the meeting. Quorum for all meetings shall be

majority of the members.

(xlii) 7.1.8. Voting
(1) Voting shall be done secretly.
(i1) Each member shall have one(1) vote .
(ii1) All resolutions will be made by a vote through raising hands, unless a secret vote is
required.
(iv) In the committee meetings, the chairman shall have an additional vote to resolve a tie.
v) Resolutions and decisions accepted at the general meetings shall be recorded in the

general meetings book which after being confirmed, will be signed by the chairman

and secretary of the group

(xliii) 7.2. LEADERSHIP OF THE GROUP
(xliv) 7.2.1. Requirements of Leaders
1) Should have a sound mind.

(i1) Should be cultivating paddy.
(ii1) Should not be harsh or unestablished
(iv) Should be a farmer within or nearby the village
v) Should agree with the constitution of the group.
(vi) Should be development oriented
(vii)  Should have paid registration fee, storing fee and other contributions.
(xIv)
(xlvi) 7.2.2. Term of the Leadership
The term of leadership is for a period of three years, with posibility to be re elected in accordance with

the constitution, however, leadership should not exceed two terms (six years).

(xlvii) 7.2.3. Eligibility for Being a Candidate
(1) Anyone who is a member of the group and has fulfilled all the conditions above will
be required to send their application to the Warehouse Management Committee. The
leaders will receive, discuss and pass it to General Meeting for approval.

(i1) Complete education of ...............
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(iii)
(iv)
V)

(vi)
(vii)

(viii)

(xlviii)

(M)
(if)
(iii)
(iv)
v)
(vi)
(vii)

Be able to read and write

Have ability to implement roles of the leader in charge
Willing to work as volunteer

Be good person as a good example

Be afford to admit if the person is wrong

Have willingness to use his/her knowledge for members

7.2.4. Termination of Leaders

Death and unavailability of successor who accepted the conditions of the group.
Shift from the location.

Resignation in writing

Dismissal of leadership

Insanity approved by the Doctor

Loss of leadership qualifications.

Absence in three (3) consecutive regular meetings without notice.

A Leader may be suspended or terminated due to the reasons mentioned in this

constitution or failure to comply with the decisions set by the general meeting.

A leader who is terminated from membership, voluntary leaving or cease of membership for any

reason shall not be refunded his fees and various contributions.

For a leader who is expelled from membership, ownership of his/her paddy shall be shift to the

leadership of the group tentatively for further procedures.

(xlix)

)

(1)
(i)

(iii)
(iv)
(v)

(1)
(i)

7.2.5. Right of Leaders
The right to attend meetings.
The right to express his/her thoughts, to be respected and to be listened in various
forums without breaking the law.
The right to vote for a leader and to be voted for leadership
The right to get all services provided by the group

The right to information about development and market information of the group

7.2.6. Role of Chairperson

To call all meetings.

To be Signatory of the bank account.

Annex1-12



(1)

(1ii)

(liii)

(iii) To Supervise and manage all activities of the team. When the buyer with
agreement of a sale come to the warehouse to purchase and receive paddy bags, the
Chairperson should make sure all the arrangement is proper. For example, the

arrangement includes agreed unit price and amount of money received from the

buyer. \

. The role of leaders is divided into two types;

(iv) To approve payment one is common roles which are applicable
for all types of FO, and the other is specific
roles which are specified according to the

puropose and activities of each FO. For
7.2.7. Role of Secretary example, the highlited sentences are only
(i) To do Record keeping, applicable for FO dealing with warehouse
management and collective sales.
(i1) To receive and answer letters, Vo nan wanhvacn  and  adinet Hmvv/

(ii1) To arrange all meetings,

@iv) To facilitate all communications of the Union for the benefit of it according to
constitution,

v) To be Signatory of the bank account.

(vi) To receive and store paddy bags according to procedure described in the manual of
warehouse management.

(vi)  To make sure that the the agreed number of paddy bags are shipped properly
and record it when buyer with agreement of a sale come to the warehouse and

the stored paddy are sold.

7.2.8. Role of Treasurer
(1) To Keep financial record,
(i1) To make all payment after approval of the Warehouse Management Committee,
(iii) To receive and keep all money properly, prepare all debit and credit report. When

the stored paddy bags are sold to a buyer, the treasurer should be there and

receive the money from the buyver.

(iv) To be responsible of all financial management issues

v) To be signatories of the bank account.

Here, Marketing Manager is applicable
only if FO deals with collective sales of a

commodity.
Different FO has different type of leaders
7.2.9. Role of Marketing Manag C o otew en momoiotion bon e booe o
6)] To collect market price information of paddy and rice, put it on the board and share it
with users of Warehouse
(i1) To establish network with buyers and other information sources to have more sales

opportunities
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(iii) To negotiate with buyers on sales price (The Marketign Manager should NOT do
sales operation alone including receiving payment etc.)

@iv) To propose timing and price of sales after collecting information and finding buyers

v) To report what buyers requested, provoke discussion in the regular general meeting
on whether the group could satisfy the requests and agree on what should be
improved next season

(vi) To make advice and propose on collective sales

(vii)  To advise chairperson to hold emergency general meeting in order to discuss issues

of selling stored paddy

(liv) 7.2.10. Role of 4 Ordinary Members

(1) Assist secretary when he/she receive paddy in the Warehouse.

In Part Eight, different FOs may have
different committees based on its purpose/
(lV) PART EIGHT activities e.g;
a ) 8.0. COMMITTEES - coffee AMCOS may have Quality Control
V1 U. -

There are two committees: Warehouse Management Committee and Marketing Committee.

(Ivii)

(lviii) 8.1. WAREHOUSE MANAGEMENT COMMITTEE
(lix) 8.1.1. Membership of the Warehouse Management Committee
@) Warehouse Management Committee will consist of 8§ members including:
(i1) Chairperson of the group
(i) Secretary of the group
(iv) Treasurer of the group
W) Marketing Manager of the group
(vi) Four ordinary members of the group
(vii) The 4 members at the first regular general meeting in the year.
(viii) Members will be elected every year.
(Ix) 8.1.2. Role of the Warehouse Management Committee

Role of Warehouse Management Committee is to supervise and implement day to day activities of
warehouse.
The day to day activities include:

(i)  Receiving paddy from members of the group and non-members.

(il))  Store them in good quality.
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(iii))  Check quality and control weight of paddy bag when the team receive paddy
(iv) Manage income and expense properly and report them to members

(v)  Make sure that members respect the constitution

(vi) Keep Warehouse clean

(vii) Management of Warehouse facilities

(Ixi) 8.1.3. Meetings of the Warehouse Management Commitee
Committee will have four meetings in a year after every three months. In addition, emergency
meetings will be held if need arises. All meetings will be led by the chairperson of the group. In the

absence of the Chairman any leader shall lead the meeting.

8.1.3.1. Validity of theWarehouse Management Committee Meetings

The meetings will be valid if participants will be half of all leaders.

8.1.3.2. Ceasing to be a Member of Warehouse Management Committee
Membership shall cease if: -
@) Dismissed from membership.
(i) Death.
(ii1) He/She resigns with a written resignation notice within thirty days.
(vi) Lose of qualifications.

(vii) Failure to attend three consecutive meetings without acceptable reasons

8.1.3.3. Call and Operating of the Warehouse Management Commitee Meetings
@) The Warehouse Management Committee meetings will be convened by the secretary in
consultation with the chairman of the group.
(i) Each member shall have one vote.
(111) All matters discussed shall be written in  book of Warehouse Management Committee

and signed by Chairman and secretary.

(Ixii)
(Ixiii) 8.2. MARKETING COMMITTEE
(Ixiv) 8.2.1. Membership and Officers of the Marketing Committee

The Marketing Committee consists of following:
* A Marketing Manager; and
* 4 ordinary members.

[The 4 members at the first regular general meeting in the year.]
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All the members will be elected during the first regular meeting of each year.

(Ixv) 8.2.2. Role of the Marketing Committee
*  To prepare a marketing plan and submit it to the regular general committee for approval.
Contents of the marketing plan as follows
- Analysis of current situation
v" market demand: what variety buyers prefer, current price
v’ status in Msalise (price of paddy, what the group sell (paddy or milled rice), where the
milling machine is available, variety of seeds, production cost per acre)
- Marketing strategy

v' Goal of off-season sales (tarket sale price’_per bag and per kg)

v Sales Strategy
V' Activities towards the goal (Where does marketing manager do collect information of
market price and how often in a week or where does marketing manager do buyers
survey and how often in a week.These should be financed by own funds of the group)
v" How to sell and when to sell paddy or othe product (e. g. sell collectively in December)
*  To advice the leadership regarding timing and price of paddy sales based on the proposal by the

marketing manager. (This item is for the group with large number of members more than 80.)

*  To participate in actual sales operation including weighing, loading and unloading, etc.

(Ixvi) PART NINE

(Ixvii) 9.0. FINANCIAL MANAGEMENT
(Ixviii) 9.1. KEEPING BOOKS OF ACCOUNTS

The group will be required to keep accounting books to have accurate records of assets, income and
expenditure.
(1) The group shall keep accounts in accordance with the laws.
(i) All records of projects can be joined together to get financial report
(iii) Records that will need to be stamped will be signed by Chairperson together with other two
members who shall be elected by the general meeting.
(iv) Signatories to the bank account of the group are chairman, secretary and Treasurer. Only

two signatories will sign the check to withdraw money from the Bank.

3 Tarket sale price should be calculated from production cost of produce
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(Ixix) 9.2. AUDITING

Books of accounts and assets will be audited by the following inspectors:-
(i) Internal audit will be carried out. The internal auditor will be selected from members of the
group in the annual general meeting.
(i) External auditing will be conducted by an expert from the District Council Finance

Department.

(Ixx) PART TEN
(Ixxi) 10.0. RESOLVING CONFLICTS

All conflicts will be resolved by its subcommittee, channelled to general committee of the group, ward,
division and ultimately the court. If a dispute involves the interpretation of this Constitution, that

dispute would be referred to consultants of legislature for clarification.

(Ixxii)
(Ixxiii) PART ELEVEN
(Ixxiv) 11.0. COLLAPSE OF THE GROUP

If the group collapses legal procedures will apply. It will also involve the registrar of the group, after
the group express willingness to dissolve the group before taking any action. Procedures and
instructions by registrar will be taken in breaking the group.

@) The concern of two-thirds (%) of the members, can break the group

(i1))  Laws and regulations of the Country

(iii)) By order of the Registrar of the group

(Ixxv)  PART TWELVE
(Ixxvi) 12.0. FINANCIAL YEAR OF THE GROUP

The financial year of the Union shall be commenced on ............ until ..o every year.

(Ixxvi) PART THIRTEEN
(Ixxviii) 13.0. CHANGES TO THE CONSTITUTION

Any section or part of the constitution can be changed at any time when members see the need to do so.
Changes will be done by an annual or regular general meeting where the agenda of constitutional

amendments will be read, discussed and approved by % of all members
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Annex 02: Training Material for Book Keeping (Sample)

EXAMPLE 1

MSIA AMCOS conducts coffee collection activities and sale. On March, 2015 MSIA
AMCOS had the following transactions records;

On 01/03/2015 there was a cash balance of Shs 200,000/= and 198,200/=
shillings in bank

On 02.03.2015 MSIA AMCOS received 10 new members each paid admission
of Tshs 5,000 /=. The total was 50,000 shillings/=

On 03/03/2015 New members gave total shares of 600,000 shillings/ =
On 04/03/2015 There was coffee auction sales of 60,000,000/=
On 06/03/2015 AMCOS draw 54 million from the bank for payment of farmers

On 07/03/2015 The following payments were made to the following farmers;
Mwamlima 10,200,000/=, 08.03.2015 Mwashambwa 15,000,000/=; and Mwalise
28,800,000/=

Function: Enter the same transactions in the primary books and cash book

EXAMPLE 2

For the month of April, 2015 MSIA AMCOS activities continued for the following
transactions

On 03/04/2015 They took shilling 5,200,000/= money from the bank as
association tariff in order to fund various activities of AMCOS as follows: on
04.04.2015 transport of 550,000 shillings/=, on 05/04/2015 paid labor 400,000
shillings, on 06/04/2015 stationeries for 70,000/=, sitting allowances 200,000/=, on
04.08.2015 paid security guard 300,000/=, on 09/04/2015 75,000 for CPU fuel /=,
and CPU oil 15,000/=

On 09/04/2015 The association received 350,000 shillings from customers as a
fee to use the CPU

Function: Enter the same transactions in the primary books and cash book

ACTIVITY 1

On 2014/2015 season Hamwelo AMCOS had recorded financial transactions as
follows:

On 01.05.2015 Cash balance of 102,000 shillings/= and shillings 160,000/= in
bank

On 07.05.2015 They received shillings 3,200,000/= loan from the CMS via a
bank for buying CPU construction equipment, a loan of 2.1 million shillings for
fertilizer, and shillings 1,000,000/= loan for coffee harvesting

On 09.05.2015 They procured from the building materials shop belong to
Mwashiuya, a water pump, cost 500,000 / =, water tank 600,000 / =, water pipes
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450,000/ =, iron sheet 1,650,000/ =

On 16/05/2015 They received new members who provided a total of 70,000
shillings as entrance fee

On 19/5/2015 The secretary draw 1,000,000/= from bank for paying coffee
growers money for harvesting, Mwashambwa sh.200,000 / =, Mgallah sh.600,000 /
= and Nzowa sh.200,000 =

Function: Enter the same transactions in the books of the previous books and cash
books (cash book)

ACTIVITY 2
June activity on AMCOS continued as follows

Fate 03/06/2015  Coffee auction sales of 84 million

On 8/6/2015 They repaid loan to CMS Total 6,300,000/= by check number
00002345

Date 11/6/2015 Tariff payments shillings 7,000,000

Date 16/6/2015 2,155,000 shillings charge of transportation, board allowance
900,000/=, stationeries 120,000/=, welcome 400,000 visitors/=

On 17/06/2015 The secretary gave bank check of 00,002,346 with a total of
55,900,000/= for the payment of farmers.

On 18/06/2015 The secretary paid for Mgulla sh.35,000,000/=, Lyanda
sh.17,000,000/=, and Sinienga sh.3,900,000/=

Function: Enter the same transactions in the primary books and cash book
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ANSWER

(EXAMPLE 1)
CASHBOOK MARCH, 2015
DR CASH BANK
Date STK/HM NO|Particulars DR CR DR CR
1-Mar-15 Opening Balance 200,000.00 198,200.00
2-Mar-15 Entry fees 50,000.00
3-Mar-15 Shares 600,000.00
4-Mar-15 Coffee sales 60,000,000.00
5-Mar-15 Farmers payments 54,000,000.00 54,000,000.00
6-Mar-15 Japhet mwamlima 10,200,000.00
7-Mar-15 mwashambwa 15,000,000.00
8-Mar-15 mwasile 28,800,000.00
31-Mar-15 Closing Balance 850,000.00 6,198,200.00
54,850,000.00 54,850,000.00 60,198,200.00 60,198,200.00
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(EXAMPLE 2)
CASH BOOK OF APRIL,2015
DR CASH BANK
Date STK/HM NO|Particulars DR CR DR CR
1-Apr-15 Opening Balance 850,000.00 6,198,200.00
3-Apr-15 Tariff 5,200,000.00 5,200,000.00
4-Apr-15 transportation 550,000.00
5-Apr-15 laborers 400,000.00
6-Apr-15 Office diaries 70,000.00
7-Apr-15 allowance 200,000.00
8-Apr-15 Security guard 300,000.00
9-Apr-15 Fees for using CPU 350,000.00
CPU ail 75,000.00
oil for CPU 15,000.00
30-Apr-15 Closing Balance 4,790,000.00 998,200.00
6,400,000.00 6,400,000.00 6,198,200.00 6,198,200.00
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1.

Introduction

» Comprehensive DADP should be based on the concept of resource mobilization
from various stakeholders, i.e. comprehensive resource mobilization.

» Resource mobilization can be done at two levels, namely i) at program level (i.e.
DADP or Value chain level) and ii) at individual intervention level. In this document,
the former is referred to as_Local Coordination, while the latter is as Public-Private
Partnership (PPP).

» This document illustrates how District Facilitation Team (DFT) can achieve Local
Coordination and PPP.

2. Local Coordination

[ Why Local Coordination important? ]

Local Coordination is very important due to the following reasons:

>

Local Coordination can bring off-budget resources to the LGA for planning and
implementing DADP, which is now facing the decline of the government budget
from the center. At LGA level, there are many stakeholders working for agricultural
development, including DPs, NGOs, and research and financial institutions. Some
of them provide resources through a government channel, while others do not,
having off-budget resources, which would be additional to the government budget.

Local Coordination can avoid the overlapping of supports while achieving the
harmonized effects of interventions. In some cases, the stakeholders provide
assistance to farmers even without consulting or involving DFT in advance. This
often results in miscommunication among the people concerned and overlapping
or pitfall of multiple supports. To avoid such risks, DFT is required to undertake
Local coordination.

Local Coordination can bring the leadership to DFT. It is often observed that DFT
participate in coordination meeting organized by a stakeholder but not by
vice-versa. For DADP, it is DFT who can/should take a leading role of
coordination.

Hello!
You are a new comer.

May | know your name?




[ Image of Local Coordination ]

» The following is the conceptual figure of Local Coordination. It shows “who does
what” by commodity VC and by stage of the VC in order to achieve district
objectives.

[ How can DFT undertake Local Coordination? ]

There are several steps to undertake Local Coordination.

Step1:

Step2:

List all stakeholders who operate development activities or business
relating to priority commodities

Stakeholders include donor programs, NGOs, training and research
institutions, private companies and financial institutions. Try to identify their
presences as much as possible, at least, for major commodities in a district.
Address stakeholders who are out of a district but have a business in or
relation with the district.

Identify TORs of the stakeholders especially of development partners
(DPs) including NGOs

DFT needs to know the TOR of the stakeholders especially DPs, including

+ Which commodities they support for assistance or deal with for business
+ Which stage of the VC



+ Which kind of assistance
+ \Where they operate and are operating
+ How long they operate / when they finish their program

The TORs of the stakeholders can be summarized in the table below.

Category Type of
StaF!(ehoIders/ Commodity VC Stage Assistance/ Where Period
rogram Busi
usiness
Gov. DADP (DIDF) Paddy Input Infrastructure Village A July 2016-
(Irrigation) and B Jun 2018
Gov DADP (LGDG) Paddy Production Training Village A, B June 2016
and C
Gov. TACRI Coffee Input/ Seedling Village D, E 2015
(Research) Production Training and F
— . .
: \jmple of Stakeholder TOR List
| I

Box: How to obtain the TOR?
The following methods can be used to obtain the TORs of the stakeholders.

District Stakeholder Meeting: This is a meeting to discuss agricultural development in a
district, in general. The advantage of this method is to be able to capture various
stakeholders while the disadvantages are that it tends to be costly with many participants
and their discussion may be too general without focus.

Program Coordination Meeting along a commodity VC: This method is developed by
Kilombero DC with supports from DADP P& TWG/ JICA-RADAG. It is a meeting to discuss
issues specific to a commodity VC. As compared to District Stakeholder Meeting, the size
of one meeting tends to be smaller and the discussion be of more focus.

Individual visit: Instead of having a meeting, DFT can have individual meetings with major
stakeholders. This method does not require a lot of cost but time. Also information obtained
from each meeting should be shared among DFT members.

Questionnaire survey: DFT can prepare a questionnaire, distribute it to stakeholders and
collect from them. By words, this method looks very simple. In practice, however, it requires
careful follow-up e.g. making a phone call to stakeholders to remind of submission.

MOU: This method is developed by Manyara Region. The region has established a rule of
having MOU with donors and NGOs when they start supporting activities in the region to
confirm their TORs. With MOU, the region can see their commitment while the
stakeholders are assured about their status and collaboration with the region and its LGAs.




Step3: Mapping by commodity VC and by stage of the chain
Having identified TOR of the stakeholders, mapping can be done, using the
format below. In theory, it should be done for all of the commodities dealt with
by the stakeholders in a district. In practice, however, it can be done for major
commodities only, including district priority commodities.

With the format below, DFT can show the bottlenecks identified by the VC
analysis and the names of the stakeholders who are related to respective
bottlenecks by commodity and along the VC.

Commodity

Village

VC stage

Bottleneck

Program/
Stakeholders

Bottleneck

Program/
Stakeholders

Bottleneck

Program/
Stakeholders

Inputs

Production

Collection/
Processing

Marketing

\
Format of Stakeholder Mapping

The sample of the mapping is illustrated as below.



Commodity Paddy/ rice Coffee Meat and Milk
Village Village A, B and C Village D, E and F Village G, H and |
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of irrigation DIDF (Irrigation) Lack ofd hiresistant H Heifer P
- a eifer Program
Inputs ac ? roughtresisian TaCRI (Seedling Distribution)  |Lack of improved breeds ppy I . .g
seedling (Artificial Insemination)
Lack of QDS LGDG (QDS production)
LDF (Dip tank
Disease spreading (Dip e.an )
LDF (Vaccination)
Production |Poor production techniques  |KATC (Training) Poor maintenance of cofiee | TaCRI (Training of Production) {0 o o land LDF (Land Use P!
P q 9 farm NGO "X"(Training of Production) onflictwiihfarmers on fand use (Land Use Plan)
Lack of warehouses(WHs) Rice-Dev. Program (WHs) LGDG (CPU) Lack of milk collection center LGDG (Collection Centers)
) Lack of CPU
Collection/ [Poor knowledge on WH . . . :
. ) (NONE) Company "A" (Pulping/curing) |Lack of Abattoirs LGDG (Abattoirs)
Processing |managementand collective sale
Poor knowled Ha Heifer Program
Poor knowledge on milling Small-scale millers Weak capacity of AMCOS ~ |LGDG (AMCOS Training) oornowedge on ppy hietier vrog
organization/facility management |(Management Training)
Lack of inf fi lity| TCB (DFT k iry t Company "B"
No brand, thus low price . ack ofinformation on quality ( can make enquiry fo Little demand for local milk P . y .
Markei Traders (e.g. Mr. ZZZ and  |judgement TCB) LDF (Milk Consumption Day)
arketing
Sale in mix with other districts' Mr. YYY) No collective sale (Small .
i . (NONE) Low prices of meat (NONE)
rice quantities by many AMCOSs)
777 Bank (agribusiness loan) 777 Bank (agribusiness loan) 777 Bank (agribusiness loan)
Common |Lack of capitals QQQ Agency (Microfinance) Lack of capitals QQQ Agency (Microfinance) Lack of capitals QQQ Agency (Microfinance)

RRR Agency (Microfinance)

RRR Agency (Microfinance)

RRR Agency (Microfinance)

Sample of Stakeholder Mapping with
reference to bottlenecks for VCD




Step 5:

Undertake the key activities of Local Coordination
After developing the stakeholder map, DFT should undertake Local
Coordination. There are five elements of Local Coordination.

/ 5 elements of Local Coordination \
A) Brining new partners

B) Demarcation of supports

C) Knowledge sharing

D) Collaboration with the private sector

\ E) Creating joint efforts /

Each element is explained below, using the sample illustration.

A) Bring new partners especially where none is identified under the column
of Program/ Stakeholders. For example, in the sample illustration below,
there is none addressing the bottleneck of “Poor Knowledge on
warehouse management and collective sales” for Paddy/ rice VC. Also
none is to overcome the bottleneck of collective sale of coffee. DFT needs
to look for new partners to mitigate these issues and bring them in DADP.

Commodity Paddy/ rice Coffee
Village Village A, B and C Village D, E and F
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of irrigation DIDF (Irrigation) X
Lack of drought-resistant . o
Inputs ) TaCRI (Seedling Distribution)
seedling
Lack of QDS LGDG (QDS production)
. . X . Poor maintenance of coffee |TaCRI (Training of Production)
Product P duction tech KATC (T
roduction oor production techniques (Training) farm NGO "X"(Training of Production)
Lack of warehouses(WHs) Rice-Dev. Program (WHs) LGDG (CPU)
. Lack of CPU
Collection/ [Poor knowledge on WH {NONE) Company "A" (Pulping/curing)
A uipl uri
Processing |managementand collective SG pany ping 9
\\—/
Poor knowledge on miM- Small-scale millers Weak capacity of AMCOS LGDG (AMCOS Training)
A Lack of information on quality |TCB (DFT can make enquiry to
No brand, thus low pfice .
. Traders (e.g. Mr. ZZZ and judgement TCB)
Marketing

Sale in mix with otffer districts' ~ [Mr- YYY) No collective sale (Small (NONE)
rice quantities by many Al L

v o

If there is NO stakeholder addressing the bottlenecks -“
identified by the VC analysis, DFT needs to bring new

partners, so that the chain can be improved.




B) Demarcation of supports where there are several stakeholders addressing the

same bottleneck. For example, in the Coffee VC, both TaCRIl and NGO “X”
provide the training of coffee production, targeting the same village. DFT
needs to confirm with the both players, e.g., the contents of training and
beneficiaries targeted by training.

D

Commodity Paddy/ rice Coffee
Village Village A, B and C Village D, E and F
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of irrigation DIDF (Irrigation) i
Lack of drought-resistant . o
Inputs ) TaCRI (Seedling Distribution)
seedling
Lack of QDS LGDG (QDS production)
X . X . Poor maintenance of coffe TaCRI (Training of Production)
Producti P duction tech KATC (T
roduction oorproduction fechniques (Training) farm <NGO "X"(Training of Production)
Lack of warehouses(WHs) Rice-Dev. Program (WHs) LGDG (CPU)
. Lack of PU
Collection/ [Poor knowledge on WH (NONE) Company "A" (Pulping/curing)
A uipl uri
Processing |managementand collective sale pany ping 9
Poor knowledge on milling Small-scale millers We/( capacity of AMCOS LGDG (AMCOS Training)
. Lglck of information on quality |TCB (DFT can make enquiry to
No brand, thus low price .
. Traders (e.g. Mr. ZZZ and jddgement TCB)
Marketing

Sale in mix with other districts'
rice

Mr. YYY)

o collective sale (Small
uantities by many AMCOSs)

(NONE)

-~

If

there are

several

stakeholders [
addressing the same bottleneck, DFT needs to

programs/

confirm with them on the demarcation of supports.




C) Knowledge sharing: technical materials and tools that have been

developed by one program / stakeholder can be shared with others who
attempt to do similar activities. In the sample illustration, both LGDG and
Happy Heifer Program will provide training of group management, though
targeting different commodities, coffee and meat/milk, respectively. DFT

can promote knowledge sharing between the two. For example, DFT can
refer to training materials developed by Happy Heifer Program when

training AMCOS for coffee.

Commodity Coffee Meat and Milk
Village Village D, E and F Village G, H and |
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of drought-resistant Ha Heifer Program
Inputs . 19 I TaCRI (Seedling Distribution) Lack of improved breeds ppy . .g
seedling (Artificial Insemination)
Disease spreadin LDF (Dip tank)
P g LDF (Vaccination)
Production Poor maintenance of coffee |TaCRI (Training of Production) Conflict with & land LDF (Land Use PI
uct
farm NGO "X"(Training of Production) ontictwith farmers on fand use (Land Use Plan)
LGDG (CPU) Lack of milk collection center LGDG (Collection Centers)
Lack of CPU
Collection/ C "A" (Pulping/curi Lack of Abattoi LGDG (Abattoi
Processing ompany (Pulping/curing) ack of Abattoirs (Abattoirs)
-9
Poor knowledge on Ha Heifer Program
Weak capacity of AMCOS ( [LaDG (AMCOS Training) (nowledge « PPy rog
- organization/facility management\J (Management Training)
e
Lack of informati lity[TCB (DFT ki iry f Company-Bi—"
: ack of information on quality |TCB (| can make enquiry itile demand for local milk o . .
i judgement TCB) LDF (Milk Consumption Day)
Marketing — —

No collective sale (Small
quantities by many AMCOSs)

(NONE)

Low prices of meat

(NONE)

-~

have similar activities,

If there are several programs/ stakeholders which |
DFT needs to promote

knowledge sharing among them.




D) Look for collaboration with the private sectors (non-state actors) which are
operating the business relating to bottlenecks. In the sample illustration
below, highlighted with a circle are the private sectors that are identified
as key stakeholders and thus have potential for collaboration.

Commodity Paddy!/ rice Coffee
Village Village A, B and C Village D, E and F
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of irrigation DIDF (lIrrigation) .
||Lack of drought-resistant . N
Inputs K TaCRI (Seedling Distribution)
seedling
Lack of QDS LGDG (QDS production)
Production | Poor production techniques KATC (Training) Poor maintenance of coffee |TaCRI (Training of Production)
P 4 & farm NGO "X"(Training of Production)
Lack of warehouses(WHs) Rice-Dev. Program (WHs) LGDG (CPU)
Lack of CPU —
Collection/ |Poor knowledge on WH management — ) .
. . NONE Company "A" (Pulping/curing)
Processing |and collective sale
Poor knowledge on milling ( Small-scale millers ak capacity of AMCOS LGDG (AMCOS Training)

— _—

No brand, thus low price Lack of information on quality|[TCB (DFT can make enquiry to
Marketing " |Traders (e.g. Mr. ZZZ and Mr. [fsdgement TCB)
YYY) collective sale (Small
Sale in mix with other districts' rice \\_)6 O, . civ ( NONE
quantities by many AMCOSs)

777 Bank (agribusiness loan) Z7Z Bank (agribusiness loan)
Common |Lack of capitals QQQ Agency (Microfinance) ILaCk of capitals QQQ Agency (Microfinance)
RRR Agency (Microfinance) RRR Agency (Microfinance)

For instance, at the processing stage of the paddy VC, DFT needs to
collaborate with small-scale millers in order to increase quality of milled
rice that farmers have produced. DFT may prepare leaflets or guidelines
that can make local millers follow proper treatments. Another example can
be observed for the coffee VC. DFT can discuss with Company “A,” which
possesses CPUs, how they can involve farmers in the company’s
business (e.g. by identifying which village’s farmers to be involved, so that
the priority of provision of CPUs with government funds will be given to
other villages).

4 é‘

Stakeholders are not only DPs and NGOs but also

private sectors. With the private sectors, collaboration

should be considered.

N




E) Create joint efforts to solve common issues. More often than not, there
are bottlenecks common among the stakeholders. DFT can mobilize
resources from various stakeholders to combat them. For example, in the
sample illustration below, the lack of capital is a common issue regardless
of the commodities targeted, with the indication of the financial institutions
as key stakeholders (i.e. ZZZ Bank, QQQ Agency and RRR Agency). DFT
needs to identify what has prevented farmers from borrowing loans from
them, and work with the financial institutions and others to remove the

bottleneck.
Commodity Paddyl rice Coffee Meat and Milk
Village Village A, B and C Village D, E and F Village G, H and |
VC stage Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders Bottleneck Program/ Stakeholders
Lack of irrigation DIDF (Irrigation) L ack of drouchtresisknt y Helfer P
Inputs ac? foughresisian TaCRI (Seedling Distribution) ~ JLack of improved breeds aPpy o er‘ r(.Jgram
seedling (Artificial Insemination)
Lack of QDS LGDG (QDS production)
' ' LDF (Dip tank)
Disease spreading o
LDF (Vaccination)
Poor maintenance of coffee  |TaCRI (Training of Production
Production [Poor production techniques KATC (Training) ,,(,, ) g ‘) Conflict with farmers on land use ~ [LDF (Land Use Plan)
farm NGO "X"(Training of Production)
Lack of warehouses(\WHs) Rice-Dev. Program (WHs) LGDG (CPU) Lack of milk collection center LGDG (Collection Centers)
o Lack of CPU
ollection/  JPoor knowledge on WH t
- roorkmowlecge on T mENagement |y oy g Company "A" (Puringleuring) |Lack of Abators LGDG (Abatoirs)
Processing |and collective sale
Poor knowled Happy Heifer Program
Poor knowledge on milling Small-scale millers Weak capacity of AMCOS ~ |LGDG (AMCOS Training) oorknowledge on PRy §

organization/facility management

(Management Training)

No brand, thus low price

Markeling Traders (e.g. Mr. ZZZ and Mr.  judgement TCB) LDF (Milk Consumption Day)
- o YYY) No collective sale (Small )
Sale in mix with other districts' rice » NONE Low prices of meat NONE
e quantities by many AMCOSS)!
L = 727 Bank (agribusiness loan) 722 Bank (agribusiness loan]

Common

yaN

Lack of capitals

N RRR Aﬂenc¥ Microfinan - RRR Agency (Microfinance
T e—— —

Lack of information on quality| TCB (DFT can make enquiry to

Little demand for local milk

Company "B"

Lack of capitals QQQ Agency (Microfinance)

777 Bank (agribusiness
QQQ Agency (Microfinance)
i

< Lack o)capitals

QQQ Agency (Microfinance)

RRR Agenc¥ Microfinance

-

possibility to create joint efforts to combat this issue.

10

e

In this case, access to finance is the common | X
bottleneck for all commodity VCs. Hence there is

D



Step6: Never give up: continue efforts for local coordination
Roma was not built in a day, so as Local Coordination. It is not one-time event.
DFT can continue VC management and other coordination tasks all the time
of a year, even before planning, during planning and implementing DADPs.

11



Good Practice of Local Coordination
Program Coordination Meeting at Kilombero DC

1. Background

Kilombero DC selected paddy / rice as a priority commodity for VCD. Their VC analysis and
stakeholder mapping have identified that there were more than 20 stakeholders along the VC but
no effective mechanism established for coordination. In order to maximize the benefit of all efforts

to VCD, Kilombero DC decided to organize Program Coordination Meeting (PCM) along the VC.

2. Objectives of the meeting

The objectives of the meeting are as follows:

» To create the basic environment for planning and implementation of Comprehensive DADP;
and

» To create joint efforts on specific issues facing many stakeholders.

3. Activities undertaken

Kilombero DC, with the support from DADP P&l TWG/ JICA-RADAG, undertook the following
activities.

1) To identify the stakeholders along the VC

When it comes to a stakeholders’ meeting, there is a general tendency to invite participants as

many as possible. This might result in spending a lot of cost while ending up with general
discussion without yielding tangible benefits. With this in mind, Kilombero DC narrowed the
scope of stakeholders with focus on those who are related to paddy/rice VC, so as to discuss

issues practically. The table below shows the list of the participants in the PCM.

List of the participants in the PCM

Category Names of the stakeholders
Off-budget Projects DADP TWG/JICA-RADAG, TANRICEZ2, NAFAKA
NGOs RUDI, KIVEDO, CARIUS
Private Companies YARA, UWAPEKI (Association of Agro-dealers in Kilombero),
Financial institutions NMB, CRDB, YOSEFO, PLAN
Others Farmers, ARI-KATRIN (Agricultural Research Institute), AKIRIGO
(Umbrella Organization of Farmers Associations)

2) To distribute the questionnaire to the stakeholders to identify their TORs and major farmers

groups supported by them
In order to identify what stakeholders are doing, to whom, where and when, Kilombero DC
distributed a questionnaire to them. The questionnaire addressed not only the general

information of projects undertaken by them but also farmers’ groups that they had supported.

12



Behind this is an intention to make a linkage between the groups and private companies

which, usually look for reliable partners for business.

To hold the PCM
In theory, it is often suggested that a stakeholders’ meeting be held prior to DFT starting the

planning process of DADP, so as to incorporate their undertaking and budgets in DADP. It was
found, however, that the timing of planning and budgeting differed from one institution to
another. It would not be realistic for LGA to collect budget information when they plan DADP.
Taking this into account, Kilombero DC altered the approach to the stakeholders from
requesting the information from them to providing the information on government budgets to
them, so as to facilitate their alignment with the DADP. Based on this consideration, the PCMs
were held twice in the 4th quarters of FY 2013/14 and FY 2014/15.

To tackle specific issue to gain tangible result (i.e. to create match-making between farmers

groups and microfinance institutions for improved access to loan by farmers).

In the stakeholders meeting in general, people tend to let all stakeholders make presentation
about what they are doing. This takes a lot of time but without no output, except information
sharing. In the PCM, Kilombero DFT avoided this general information sharing while tackling
specific agenda, which was the match-making of farmers and microfinance institutions. In the
VC analysis with stakeholder mapping, it was found that there was information gap between
farmers and microfinance institutions. The former required the information of available
microfinance schemes and knowledge of how to apply it, while the latter intended to know
where good-performance farmers are operating: they would be good customers for them.
Facing this information gap, the DFT played a role of catalyst: it prepared the list of
microfinance loans and their conditions while compiling the profiles of farmers’ groups. Both of

them were shared through PCM (See Annex 01 for the list of farmers’ groups).

Financial institution A ] [ Farmers' group X

Financial institution C ] [ Farmers' group Z

G )
[ Financial institution B ] Farmers' group Y ]
( J
- %

List of the farmers' _ Information of the individual group
groups compiled by DFT collected by DFT
‘ Information of the individual List of the financial
institution collected by DFT institutions compiled by DFT
Role of DFT in match-making

between financial institutions and farmers’ groups
(Information is compiled through DFT.)
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4. Outputs achieved (i.e. Effects of local coordination)

1)

DFT was made able to recognize which organizations works for which issues and where in
the district, while the stakeholders could see the interventions that DFT planned for DADP
with government budget. As such, the basis for Comprehensive DADP has been built.
Technical guides on warehouse management and marketing manager system were shared by
DFT with other stakeholders, so that the implementation of such good practices is being
up-scaled in the district. This implies that the approach to collective sale is also being
uniformed among the stakeholders.

With the match-making, major farmers groups came to know conditions for loan application
while the financial institutions identify where the good-performance groups are existing in the
district.

The profile of major farmers groups in the district was useful for DFT also, in that it can help to

identify potential groups which can implement good practices for DADP.

5. Lessons learned from the experience

>

District can take initiative of stakeholder coordination.

The District is a sole entity to play a role of coordinating all stakeholders. Through the PCM, it
can share district priorities, recognize what others are doing, and create mainstream for
development with the stakeholders.

For effective meeting, limit the number of stakeholders and agendas.

In order to avoid a big meeting, which tends to be costly and less sustainable, Kilombero DC
had focused on the stakeholder of paddy/rice VC and also limited the number of agenda in
one meeting e.g. 2 or 3 issues. By doing so, time for allocating to the PCM was much
shortened, in many cases, only a half day. It helped them to reduce costs for meeting,
although better to agree, in advance, with stakeholders on such arrangements.

For sustainability, rotate the host of the meeting

In addition, Kilombero DC and its stakeholders decided to rotate the host of the meeting
among the stakeholders. With this arrangement, burdens for financing and preparation were

also shared among them, thus making the implementation of the PCM more sustainable.

S

Half-day meeting and the rotation of the host are

essential for sustainability of the PCM
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Annex 01: List of Farmers Groups and Programmes /Partners in the Kilombero Supporters' Inventory

Annex 01: List of Farmers Groups and Programmes /Partners in the Kilombero Supporters' Inventory

AKIRIGO JICA: DADP Project JICA: TANRICE-2 Project Kivedo SUBA AGRO TRADNG AND ENGINEERING LTD (UWAPEKI
Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group | Farmers Group
1 2 3 1 2 1 2 1 2 3 1 2 3 1 2 3
Msalise Mangula ) . ) '
Mang'ula A Katurukila Agriculture Mkangawalo Maki Udagaji Mbingu Lumemo Upendo . Mang'ula
, Vijana Mbasa . ) youth . , Mofu farmers Mlimba N
1. Name of Farmers’ group Farmers Farmers Marketing Farmers' ! , Irrigators' L Farmers farmers farmers Tandale - AMCOS Vijana Mbasa Women
Farmers Group o - ) e Irrigators o association . . o ) (MAFA)
Association Association Cooperative Association o organization association | association | association Mbingu Farmers
Society organization
2. Location of the grou Mkangawalo Mpanga No X Udagaji Mbingu Mbingu . i
. Brosp Mbasa Mang'ula A Katurukila Msalise Village . 8 p g . X Mofu village X 62) R 8 Lumemo K g Mlimba Lipangalla Mbasa Mang'ula B
(village name) Village village information village village Igima.
3. Number of members in
45 107 147 45 60 1,000 400 25 farmers 25 farmers 25 farmers 200 30 160 100 78 105
Farmers Group
4. Year of the Establishment No No
) 1994 2007 2007 2013 2014 X ) X X 2014 In process In process 2012 2012 2011 2013 1994 2001
(Farmers’ Group) information | information
5.1s the Gi istered? N (Butto b N {under
PP R BT Yes Yes Yes { uttobe N process of Y Yes No No Yes Yes Yes Yes Yes Yes
(Y/N) registered) ) R
registration)
. N/A (to be
5-1.1f regls.ter.ed, what » - - N(A (tobe registered as | Irrigators’ - - L Members of | Members of [ Members of
type of organization was the Association Association Association registered as N/A A X L CBO No No Association | Association Association L L L
. irrigators' organization Association | Association [ Association
group registered as? AMCOS) .
organization)
5-2. If registered, when No
e - 1995 2012 2008 N/A N/A N/A . . 2014 No No 2013 2013 2012 2011 2013 2011
was the group registered? information
6. Does the group have done No
audit about the group itself? Yes Yes Yes No No No . . No No No No No No Yes Yes Yes
information
(Y/N)
7. Does !:he.group have title No No No Yes
deed of its immovable asset? ves1 Ves1 Ves 2 N N No No N thi v v v v
2 ici es s e o ici o nothin es es es es
(Yes 1: the official one) e S o information | information 1. The official 4
(Yes 2: the customary )
(No: nothing)
8. Implementation Period of
Your Support to the Group (at| June 2015 - June 2015 — June 2015 —
least Month/Year you started| March 2016 March 2016 March 2016 2013- 2013 2014 to 2015 | 2014 to 2015 2 years 2 years 2 years Two One Two 2012-2014 | 2012-2014 2012-2014
your support)
- . (Called Modified| (Called Modified Improve Improve Improve
9. Tr.alnmg your project 1.Warehouse | 1.Warehouse | 1.Warehouse | 1.Warehouse | 1.Warehouse standard standard module of module of module of seasonal Sea.sqnal Seas.onal NO TRAINING | No TRaining | NG TAINGING
provided management | management | management [ Management | Management . o 8 : : training trainng
training Type-2) | training Type-3)| agriculture agriculture agriculture
1. Rice
production 1. Rice Improve Improve Improve
2.Record 2.Record 2.Record . . technologies o module of module of module of
) ) ) 2. Marketing 2. Marketing production . A .
keeping keeping keeping and knowledge technologies agriculture agriculture agriculture
from land 8 production production production
preparation to
. . 2. Water Knowll?dge on Knowlédge on Knowlédge on
. . . 3. Financial - sustainable sustainable sustainable
3.Marketing 3.Marketing 3.Marketing R management | 2. Monitoring ) R R
Planning K marketing marketing marketing
for paddy rice . . y
linkage linkage linkage
3. Monitoring
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Good Practice of Local Coordination:
Establishment of MAI at Manyara Region

1. Background

In Manyara Region, food security and income poverty have been amongst priority concerns.
Various programs and projects running in the region provide opportunity for development of
agriculture and livestock sectors. Some years back, with the increased demand for sunflower
seeds, there was a challenge posted by a private sector (Mount Meru Millers Ltd) to the region
over whether they could coordinate the value chain of sunflowers at regional level. For example
the company intended to know how much they could procure from the region as a whole, and how
the region and LGAs could assist farmers in producing high quality/ quantity products. Facing such
challenges, the RAS-Manyara decided to take initiative for local coordination, so called Manyara
Agriculture Initiatives (MAI).

2. Objectives of MAI
The ultimate objective of MAI is to contribute to poverty alleviations, economic development and
food security in the region. In order to achieve the above objective, MAl is to enable all agro-based

institutions to work as a team, especially for priority value chains, including that of sunflowers.

3. Coordination Mechanism and Process for Establishment for MAI
The coordination mechanism of MAI is shown in the figure below. RAS, having SNV as a
coordinator agency, collaborates with various stakeholders based on MOU, while coordinating her

LGAs in the government system

Concept figure of MAI

The following steps were taken for the establishment of MAI.
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Step 1: Looking for a skilled volunteer for stakeholder coordination
The RAS considered that local coordination cannot be undertaken solely by the government. It
required a skilled volunteer in coordination of the partners who might have good network and

knowledge. Such skills for coordinating and assisting the RAS were sought from SNV.

Step 2: MoU with SNV for coordination (selection of priority value chains)
Through a series of the meeting, the RAS and SNV agreed mutually on the collaboration for local
coordination. They, in consultation with other partners, prioritized issues for coordination by

focusing a few subsectors, namely, sorghum and beans for food crops, sunflowers and pigeon

peas for cash crops, red meat and_milk for livestock.

Step 3: MoU with other partners

The RAS/ SNV prepared the draft MoU with other partners and underwent discussion with them,
which enhanced their awareness for local coordination. Crucial point is that discussion was made
with directors or managers of respective organizations, who are in the position of decision making,

so that agreements were to be reflected in action.

Step 4: Visit to LGAs, meeting with DEDs, explaining the role of LGA in MAI especially for
the selected Value chains

Through the visits, DFT was informed on the selected value chains (what, why, how). Since the
selected subsectors are important for food security and income for all LGAs, this idea was
cordially accepted. The LGAs, in DADP framework, put the budget for implementation of the

selected value chains and partnership meetings both at regional and district levels.

Step 5: Joint monitoring / knowledge sharing

Semi-annual meetings have been held to review
development and visit field sites or success stories
related to the selected subsectors. MAI Meetings
venues are circulated to each LGA, so that success
stories are witnessed by participants! Knowledge
was also shared through joint training. For instance,
MAI invited Ministry of Livestock and Fishery
Development to the MAI meeting to explain the
national livestock market strategy to the

stakeholder. Various dialogues with different actors Joint Field Monitoring under MAI

and Government are maintained. For example,

UMAMBE group was funded through ASDP to promote sunflower processing.

MAI Actors
Currently there are around 30 actors under MAI, including public institutions, local/international

NGOs and private sector organizations, such as RS-Manyara, 6 LGAs, Selian Agricultural
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Research Institute (SARI), MVIWATA, SIDO, World Vision, VECCO, RLDC (Rural Livelihood
Development Company) FIDE (friends in Development, TRIAS (a Belgium NGO funding
MVIWATA).

5. Achievements

- Comprehensive supports to value chain of the selected subsectors were established with
multiple stakeholders, e.g., milk, pigeon peas, goat, beans, beef cattle, and sunflower.

- Better understanding of the LGAs on the concept of PPP, i.e., importance of involving private
sector in the development process. For example, Hanang DC has succeeded in involving
HELVETAS Swiss Intercooperation (NGO) for post-harvest management. They have
established storages for beans, thus contributing to development of the value chain.

- Communication between RS and the LGAs has been strengthened. Under MAI, RS can
easily identify the needs of the LGAs and other stakeholders and thus work precisely to meet
their needs. For instance, facing lack of reliable markets for pigeon peas, the RS
communicated with several buyers (e.g. Mohammed enterprises) to link them with the LGAs.

- Sharing of knowledge, experiences, competencies, and other resources to address the
agriculture development has improved. For instance, the best practices in multiple
stakeholder value chain development process are documented as reports and then shared.
Currently the techniques of mix cropping of maize and beans or pigeon peas are well
disseminated in the region.

- Duplication of interventions has reduced.

- Knowledge on local coordination was disseminated. For instance, Babati DC now have their
forum called JUMBA (Babati Forum for Research and Development), involving Research
institution (e.g., SARI, IITA), TOSCI, farmers groups, extension staff, and TPRI.

6. Message to other LGAs

- Find a good partner for undertaking coordination: MAI was coordinated with the initiatives of
the RAS and SNV.

- The key element of local coordination is sharing TORs. It may be difficult to harmonize

budgeting and planning process among the stakeholders, due to different work calendar and
financial years. At least, however, TORs and work plan can be shared. With such information,
joint efforts could be made and the duplication of interventions reduced.

- ltis very important to involve stakeholders not only in DADP planning process but also in

implementation review. This may increase opportunities for the stakeholders to know what the

LGAs are doing.
- Having MOU could be useful for creating team sprit among stakeholders. This is true not only

between the RS/ LGAs and their partners, but also among the partners themselves.
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Annex 02: MoU for MAI

MEMORANDUM OF UNDERSTANDING FOR MULTI-STAKEHOLDER AGRICULTURAL
DEVELOPMENT IN MANYARA REGION.
This memorandum of Understanding (MoU) is governing the collaboration among eleven
organizations in one hand and the Manyara Regional Authority and Local Government Authorities
on the other hand who are all interested to support agriculture and livestock development
interventions in Manyara region with the aim to enhance income and food security for the small
and medium scale producers. The collaboration is hinged in the production and marketing of the
four selected sub sectors that include; sunflower, pigeon peas, beans and sorghum and the three

selected livestock sub sectors namely indigenous cattle, goats and chickens.

The justification to sign for this MoU for partner’s collaboration is also hinged on the need to
support the region in its growth towards food sufficiency and commercial orientation so as to be
able to mobilize and link producers and livestock keepers to both domestic and external markets
while at the same time ensuring household food security. The MoU shall focus mainly on the
interventions aimed at poverty reduction through increased number of participating households,

increased volumes and quality of products as well as increased sales revenues.

WHEREAS:

We recognize that there have been several initiatives by different organizations to develop the
selected sub sectors in Manyara,

And

WHERE AS:

The different stakeholders have a common objective of increasing agriculture and livestock
production for the selected sub sectors for increased food security, income and employment
through improved market access and thus contribute to the poverty reduction strategy
(MKUKUTA).

19



Annex 02: MoU for MAI

And
WHEREAS
We recognize the benefits of stakeholder collaboration in the value chain development so that we

can make greater impact.

THEREFORE:

We the following organizations and actor groups during our meeting in Babati on the 20™ to 215t of
August 2008, after joint discussions have AGREED to form a Consortium to collaborate in the
Manyara region agricultural development with specific sub sectors jointly selected by all parties.
Each member of the consortium shall undertake to play an active and specific role as agreed in

the above mentioned meetings and coordinated by the facilitating organisation (SNV).

FINANCIAL MANAGEMENT
This MoU does not include financial commitments among the participating organizations. For each
activity or series of activities that may follow the execution of this MoU separate contractual

agreements will be applied between the parties concerned.

LEVEL OF PARTNERSHIP

The partnership covers collaboration for the agriculture and livestock development for the selected
sub sectors in Manyara region. All organizations will appoint a representative to serve as a liaison
on the partnership. The work plan shall be worked out at operations level between the respective
LGA’s and the organizations working in that locality while SNV shall perform the coordinating role.
The Regional Agricultural Advisor shall consolidate all the plans in order to have a Regional plan

for monitoring purposes.

DURATION AND TERMINATION OF THE MoU
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Annex 02: MoU for MAI

The MoU becomes effective on the date of signing of all parties. Either party can terminate the
agreement by providing a 90 days written notice to the other parties. This MoU remains in effect

for a period of two years. The MoU is renewable and can be extended to include other parties.

RECONCILIATION OF DISAGREEMENT
Any disagreement will normally be resolved amicably at working level. If this is not possible the

representatives will seek to settle the issue and ensure a mutually satisfactory solution.

REVIEW OF THE MoU
The MoU will be reviewed for accuracy on a semi annual basis and if necessary following pertinent
changes in policies, procedures and structures of the parties involved. Reviews of this agreement

may be instigated by any of the organizations involved

PARTIES TO THIS AGREEMENT
This MoU is established between eleven organizations introduced below. The collaboration is
open to other parties for which all current partners can agree and propose amendments to the

MoU.

The signing of this Memorandum is a confirmation of our commitment to play our role in the

agreed strategy in the agriculture and livestock development in Manyara region as outlined in the

concept paper and as shall be elaborated in the consolidated work plan.
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Names of Stakeholders and Signatures:

Annex 02: MoU for MAI

Name of Organization Activities area Sub sector Signatures
VECO Tanzania Work in partnership with Simanjiro LGA and | Indigenous Name of Officer
P.O. Box ###i# Inywat E. Moipo in the promotion of | goats and | Title:
Same production and marketing of indigenous | chicken Signature
goats and chicken.
Simanjiro District Date:
Vet Aid Village Land Use Planning. Indigenous cattle | Name of Officer
P.O. Box ##it# Promotion of animal health, production and | and goats Title:
Arusha marketing Signature
Simanjiro and Kiteto Date:
SEIDA Farmer's groups’ mobilization, formation | All selected | Name of Officer
P.O.BOX #### and strengthening. agriculture and | Title:

Dar es Salaam Capacity building on business skills and | livestock sub | Signature
market access. sectors.
Simanjiro Date:
Selian Agricultural Research Institute | Research on improved varieties of the | Sorghum, Name of Officer
(SARI) selected sub sectors, crop husbandry, crop | sunflower, beans | Title:
P.O. Box #### protection and agronomic practices. and pigeon peas | Signature
Arusha Manyara Region
Date:
Food & Agricultural Research | Promotion of Sunflower production and | Sunflower, and | Name of Officer
Management (Farm Africa) Marketing in the following areas; cattle production | Title:
P.O. Box #### and marketing. Signature
Babati Babati Rural, Babati Urban, Mbulu and
Hanang
Date:

Friends In Development (FIDE)

1. To facilitate formation and strengthening

Indigenous cattle

Name of Officer

P.O. Box ##H## of farmers producer groups and | and chicken Title:
Babati SACCOs. Signature
2. To conduct technical training on
indigenous chicken, diary and
indigenous cattle. Date:
Babati Rural and Babati Urban
Faida Market Link Company Ltd (Faida | Group formation and provision of | Sunflower and | Name of Officer
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Annex 02: MoU for MAI

Manyara Region
P.O.BOX Babati

Manyara Region, linking up collaborating
partners and creation of conducive
environment for actors especially on policy
related issues.

Manyara Region

MalL.i) organizational and Entrepreneurial skills to | indigenous Title:
P. O. Box #### producer groups around selected sub | chicken. Signature
Arusha sectors,
Provision of CDS to other local MAI actors
on Market Access and marketing linkage.
Manyara Region
Date:
8 [Netherlands Development Organization Coordination role in MAI, Capacitating | All selected | Name of Officer
(SNV) P.O. Box ###t other MAI members on market access and | agriculture and | Title:
Arusha marketing linkage skills. livestock value | Signature
Manyara Region chains. Date:
9 |ACIST Support on Micro Finance related | All selected sub | Name of Officer
P.O. Box #i## constraints in Manyara Region through; sectors in | Title:
Arusha Conduct technical training on management | Manyara Signature
of the SACCOs and linking SACCOs with | Agricultural
financial institution. Initially in Babati | Initiative (MAI) Date:
Rural
10 | TRIAS To provide financial and advisory support to | Sunflower, Name of Officer
P.O. BOX FIDE and ACIST. Beans and | Title:
Arusha indigenous Signature
Babati Urban and Babati Rural chicken. Date:
11 | World Vision Support production of sorghum in Simanjiro | Sorghum Name of Officer
Northern Zone district. Title:
P.0.BOX Arusha Signature
Simanyjiro District Date:
12 | MVIWATA Manyara Farmers voice in terms of lobbying and
P.O.BOX Manyara advocacy. Farmer's groups formation
strengthening and networking.
Manyara Region
13 | Regional Administrative Secretary Advisory roles to the participating LGA’s in Name of Officer

Title:
Signature

Date:
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3. Public-Private Partnership (PPP)

[ Why PPP important? ]

In general PPP is referred to as a joint modality for the government and private sector
to finance, build and/or operate and manage a project. PPP is one of the most
effective modalities in implementing DADP interventions due to the following reasons.

» PPP has a potential to reduce heavy burden on the LGA in terms of costs,
resources, and responsibilities.

» PPP can provide better and efficient services to citizens with better techniques,
knowledge, and finances possessed by the private sector.

» PPP may contribute to sustainability of the project achievements even after DADP
interventions are completed and phased out from communities

[ How can DFT promote PPP? ]

Step1: Set a clear purpose for PPP
To begin with, DFT should set clear purposes for establishing PPP: PPP is
just a modality and thus cannot be an objective of action. In other words, DFT
need to know exactly what they expect from the private sector. In case of VCD
for agricultural commodities, the purpose of PPP may be assuring partners
who support inputs to farmers or can buy outputs from them.

Step3: Identify potential partners for farmers

In line with the purpose of PPP, DFT looks for potential partners from the

private sector, taking into account the following:

» In case of VCD, “vertical stakeholders” tend to be good partners for
farmers. “Vertical” here means relation with an upper / downside stage of
the VC. For farmers, who are in the production stage, vertical
stakeholders are input suppliers or buyers of the products. Hence DFT

can first explore for collaboration with those players.
> In looking for partners for PPP, DFT needs to extend its view beyond
district boundaries. More often than not, input suppliers or buyers who are

based on maijor cities (e.g. Dar es Salaam and Arusha) can be a good
collaborator for farmers, as they tend to have sufficient capital to work.
> Special attention should be paid to “new comers” in the business circle of
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Tanzania (i.e. companies that have started business recently in Tanzania).
In many cases, they do not have local information and are eager to look
for good farmers to gain the market in Tanzania.

“New comers” have

3 principles
to look for new
partners

more potential !!

Look beyond district

boundaries!!

Contact Vertical stakeholders

Input Suppliers or Buyers

Step3: Contact and identify the needs of private partners
Having identified potential partners, DFT needs to contact them. In
communication with them, DFT should “sell” a district, while identifying needs
of the potential partners. In principle, some knowledge possessed by DFT can
be useful for the private sector, as written in the table below.

Advantage of DFT for the private sector Needs of the private sector
i.e. needs identified from the experience

and interview

1. Can know local condition (e.g.|1. Want to know where quality
villages potential for commodities in commodities can be produced

question )
2. What to know who can produce

Can introduce active farmers and
groups to the private sector

Can mobilize farmers for meeting,
workshop and training

Can mobilize extension officers for
backstopping production

Can facilitate administrative and
legal procedures needed for
business

quality commodities (sometime in a
bulk)

Want to sensitize many people
about the products that the private
sector produce

Want to make sure that production
by farmers goes well

Want to make sure that farmers
groups, lands or building in question
are legally accepted.

Want to know where organized
farmers’ groups  with good
performance are

Through discussion, DFT needs to identify what they can do for the private
sectors.
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Step4:

Step5:

| told my colleague

Confirm conditions for collaboration and plan for action

After identifying the needs of the private sectors, DFT needs to discuss
conditions for collaboration and plan for action. In confirmation, usually
following should be put in mind.

» Price issues: How transparently the price of commodities is determined
(e.g. system for price setting and risks for changes)

» Quantity issues: How much is the commodity or land needed for business

(e.g. the volume of commodities, size of land, the number of location for
collaboration)

» Responsibility: who does what? And when? Tasks and responsibilities
should be demarcated clearly among DFT, farmers and private partners.

Take action according to agreement with the private partners

After agreement with the private sector, DFT needs to take action accordingly.
In many cases, things are agreed but action never comes. For taking no
action, there may be reasons for DFT, e.g. “lack of money,” “I am busy” and
“Person in charge is on leave,” “I told my colleague but he did not take action.”
But please remember that they are just “excuses” for the private sector. Also
once agreed, DFT should take action whatever problems happen. If not
possible, at least they have to inform the partners in advance.

Excuse me,
| don’t have

| am busy...

money..

to do it.

> They are just excuse!! —_—
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Step6: Make follow-up between farmers and the private partners
In agriculture PPP, many businesses involve farmers. In this regard, DFT needs to
monitor the relation between farmers and the private partners and then make
interventions where necessary. For example if there is conflict between farmers and
private company, DFT can function as “intermediary” or “arbitrator” to mitigate the tension
of such relation and find solutions. This intermediary function should not be forgotten as

part of responsibilities of DFT.

Private Sector

Use both hands to link between
farmers and private sector!!

Step6: Evaluate the effects of PPP
PPP is just one kind of the operational model for project and business to achieve

something. Hence realizing PPP is not goal of development. DFT needs to evaluate the
effects of PPP in attaining objectives concerned. In evaluation, following issues should

be taken into account.

» Need to judge whether it is good or not to have PPP as a DADP intervention. Which

aspect is good while which aspect is to be improved or supplemented?

» Need to consider “exit strategy” for DFT to take its hand off the business between
farmers and the private company. Eventually business can continue without DFT,

which is ideal goal for PPP.
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[ Good practice in DADP ]

There are several good practices of PPP in DADPs.

Demonstration plots with a fertilizer company (Lushoto DC)

Lushoto DC in collaboration with a fertilizer company established demonstration plots
and provided training to farmers on fertilizer usage. In the demonstration, the
company offered fertilizers and trainers while DFT appointed active farmers to allocate
land and mobilize other farmers for training. Through demonstration, the best mix of
technologies has been identified. At present, many farmers adopt the fertilizers
produced by the company, and enjoy high production of potatoes.

Collaboration with a private coffee company (Mbozi DC)

Mbozi DC, while procuring coffee processing machines (CPUs), had faced a difficulty
of using them due to the delay of constructing buildings to accommodate them, which
were mainly under the responsibilities of communities (AMCOSs). Given this delay,
the DFT had started looking for a private company which had CPUs and allowed the
AMCOSs to use them. One company which had recently embarked on business in
Tanzania, showed a willingness to collaborate with the DFT and AMCOSs. In the first
season, the company became a partner of training for AMCOSs to use CPUs for
actual business. In the second season, they developed relationship including input
loan and sales agreement.
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Good Practice of PPP
Demonstration plots with a fertilizer company at Lushoto DC

1.

Background

Lushoto DC selected Irish potatoes and vegetables
as priority commodities for VCD. The VC analysis
revealed that the lack of reliable inputs was one of
the major bottlenecks against the VCD. Through the
market survey, the DFT identified one fertilizer
company (YARA) which was willing to promote their

products (fertilizers) in Lushoto DC. On-farm training with a private

fertilizer company
Objectives

The objective of this PPP (collaboration between DFT and YARA) was to establish
demonstration plots in order:
» For DFT to introduce farmers new fertilizers and their proper use for production increase

» For YARA to demonstrate their products to farmers and acquire market in Lushoto DC

Activities and responsibilities undertaken
The activities and responsibilities undertaken by YARA, DFT and Farmers for this PPP can be

shown in the following table.

29



With the support from DADP P&l TWG / JICA-RADAG, DFT made contacts to several fertilizer

companies and identified that YARA was amongst others willing to collaborate. After

discussion with YRA on how to prepare for the demo, DFT provided sample soils to YARA for

soil analysis. Based on this analysis, the types of fertilizers for the demo were identified, as

well as training schedule. Then, YARA provided fertilizers and technicians to DFT, which

organized training for farmers on how to use fertilizers. Daily farm management was

undertaken by the farmers who allocated land for the demo. Finally evaluation was done

based on the record kept by the farmers with assistance from DFT.

Outputs achieved

Through this PPP, the following outputs were obtained.

>

The DFT obtained the results of the soil analysis made by YARA. There are many LGAs
that urge undertaking soil analysis. Sometimes they prepare budget for it in DADP,
including procurement of kits. But, through this PPP, the DFT of Lushoto DC could enjoy
the analysis with the resources of the private sector.

Through the demo plots, the best mix of techniques was identified. In one of the target
villages, the demonstration was made with the application of improved technologies i.e.
ridge making and proper plant population, which resulted in much higher yields of potato
than others (about 30 ton/ ha).

DFT is capacitated especially in terms of monitoring and evaluation. While collaborating
with YARA technicians on guides for production, they made efforts for record keeping,
which include not only production record but also cost and benefit data. With such
monitoring and evaluation, the financial feasibility of using the fertilizers was verified.
Having observed this positive effect, many farmers started using the fertilizers, while

making ridge and following appropriate plant populations.

5. Lesson learned from the experience

>
>

Don’t wait for the private sector to come. PPP cannot be realized if DFT stay at offices.

It is DFT who knows farmers whom the private sector does not know. The private

sector, when it comes to agriculture, tends to look for good producers. So knowing

farmers is one of the advantages of DFT.

DFT is expected to undertake follow-up, daily management and monitoring and

evaluation. In PPP, especially at the beginning of operation, the private sector may not
be able to stay at filed. It is highly expected for DFT to undertake routine field

management.

PPP is just a method to achieve something. From the beginning, DFT should be made

aware of the purpose of PPP. In case of Lushoto DC, it was to promote the use of the
fertilizers for production increase. Therefore DFT needs to judge whether this objective

has been achieved or not.
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Good Practice of PPP
Collaboration with a private coffee company at Mbozi DC

1. Background
Mbozi DC selected coffee as one of the priority
commodities for VCD. With DADG funds, the district
procured Coffee Pulpery Unit (CPU: a machine to pulp
red cherries and process them into parchments) for the
coffee AMCOSs of three villages to improve quality of
coffee. With the supports from DADP P&l TWG /
JICA-RADAG, DFT provided a series of training to
them, including those of cupping, quality control, and
CPU operation and management. The AMCOSs, CPU building partly financed by loan

however, were yet to construct a building to install from private company

CPUs even after the harvest season started in 2014. In order to make farmers use the

knowledge obtained from the training, DFT decided to look for a partner who owned CPU and

could let the AMCOSs use it for the season. Eventually, DFT identified Coffee Management

Services (CMS), a coffee buyer and curing company, as promising candidate for collaboration.

2. Objectives
For DFT, the original objective of this collaboration was to improve the AMCOS'’s capacity for
CPU operation and management. As the relationship developed in the first year (2014), DFT
set another purpose of obtaining inputs and a loan, so that the AMCOSs could have inputs and
construct the CPU building. For the private company, the collaboration was aimed at securing
enough volume of parchments (primary processed coffee produced with CPU) in newly

operated area.

3. Activities and responsibilities undertaken
The activities and responsibilities undertaken by each stakeholder (private company, DFT and
the AMCQOSs) are shown in the table overleaf. First the DFT made VC analysis and visited
many stakeholders to discuss the possibility of PPP on the use of CPU. Among the visited, it
was only CMS which agreed to let AMCOS use its CPU. Behind this was that CMS was a
relatively new company in Tanzania and thus intended to assure, through PPP, the

procurement of parchments from farmers.

In 2014 season, CMS and DFT provided training to the AMCOS leaders on post-harvest
handling and record keeping. And the AMCOSs brought red cherries to the CPUs operated by
CMS.". At this stage, the roles of DFT were to monitor the performance of the AMCOSs and

1 CMS usually collect rental fees from farmers for using its CPUs. But in this PPP, it did not charge
the AMCOSs to motivate them for working with CMS.
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facilitated communication between CMS and the AMCOSs. Although CMS did not put any
conditions for the AMCOSs on the sale of the parchments, all the AMCOSs sold their
parchments to CMS, as CMS offered good prices to them. After the sale, DFT requested CMS
to feedback the quality information to the AMCOSs in order to make them recognize the
current status of their coffee in terms of quality assessment and motivate them for further

improvement.

In 2015 season, the collaboration was further developed: they agreed on the provision of

inputs and loan for CPU building construction. For the inputs provision, the AMCOSs received
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several kinds of authorized inputs recommended by CMS.? For the arrangement of the loan,
CMS requested the DFT to assist the AMCOSs in preparing loan-request letters to CMS
including authorization by DAICO, so as to minimize the risk of default. With the assistance of
the DFT, the AMCOSs calculated how much they needed as a group, considered justification
for loan as well as plan for repayments. Given these considerations, CMS decided to provide a
loan to the AMCOSs without charging any interest, but on the condition that the AMCOSs shall
sell agreed amount of their parchments (produce) to CMS for the repayment. The DFT
provided training to AMCOS on record keeping and quality control (including CPU operation

and maintenance) and did frequent monitoring of the AMCOS to check their performances.

4. Outputs achieved

Through this PPP, the following outputs were obtained.

» The quality of the coffee was improved from the class 9 (very poor) to 7 or 6 (poor to fair)
for grade AA in 2014, as shown in the table below. This improvement could not be made
without the collaboration with CMS.

Table: Quality (Class) of the coffee produced by the AMCOSs
Target Villages Class in.2013 Class in.2014
Msia Village
Hamwelo Village

Ichesa Village

The quality of the coffee has improved at all villages.

»  With the improvement of the coffee quality, the price to the farmers (AMCOS members)

did also increase as compared to the past.

Table: Prices of the parchment produced by the AMCOSs (Tsh/ kg)

Target Villages Price in 20133% Price in 20143%
Msia Village 3,000 4,500
Hamwelo Village 2,700 4,500
Ichesa Village 2,400-2,500 4,500

*Coffee price fluctuates based on the world market and better quality done not always results in

better price.

2 The AMCOSs have to repay the equivalent amount of the received inputs to CMS without interest.
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5. Lesson learned from the experience

Following are the lessons learned from the experience for PPP.

>

Consider the merits of the private sector in undertaking PPP _and satisfy their

needs. The private sector does not work for farmers, if they do not see any benefits in the
long run. For CMS, the following might be positive expectations to take part in PPP.

< CMS, which is a newcomer to Tanzania for coffee business, can start building
relationship with farmers’ groups which have potential to produce quality coffee with
supports from DFT

< CMS can minimize risks of doing business because DFT, representing public authority,

also works with farmers’ groups and supports them.

By considering what a private company wants from PPP, DFT members can identify what
they should do in PPP arrangement. Based on the above consideration, Mbozi DC
decided to develop the relationship between CMS and the AMCOSs while capacitating
the AMCOSs to be a reliable partner with CMS through provision of training and

monitoring.

DFT, as the third party, can facilitate agreements between the private sector and

farmers’ groups, to make it feasible and fair to the both sides. DFT can play a role

of a catalyst and witness in agreements. This is a unique feature of PPP for agriculture,
which involves not only two kinds of service providers (government and the private) but

also beneficiaries (farmers) in developing business
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7.4 Project Management for DADP
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