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PREFACE 
The Food and Agriculture Organization of the United Nations (FAO) under the strategic objective to 
enable inclusive and efficient food systems, is interested in analyzing the role of institutional buyers 
in the development of smallholder-based food supply systems.  
 
An institutional buyer refers to either a public or a private sector entity with presence in the 
domestic market that purchases large quantities/volumes of produce. Usually an institutional buyer 
refers to public institutions such as schools, food reserve authorities, the military, prisons, hospitals, 
food aid organizations and relief development agencies. Typically these buyers do not have a profit 
motivation and are usually driven by the need to acquire food products for consumptions within 
their own institutions or as food donations. They are generally guided by public procurement policies 
which can leave them with little room for flexibility in contract negotiations or choosing suppliers. 
 
Institutional buyers can also refer to private sector entities such as schools, hospitals, universities, 
which have a different set of needs and requirements from the public sector. In addition to the profit 
motivation, they will also be driven by their customers’ demand criteria, as well as the market 
dynamics and structure within which they operate. In general, institutional buyers can offer long 
term market opportunities for smallholders.  
 
To increase the knowledge on institutional procurement for smallholder market integration, the 
Rural Infrastructure and Agro-Industries Division of FAO (AGS), in collaboration with the World Food 
Programme (WFP) performed a series of case study appraisals. WFP’s Purchase for Progress (P4P) 
was identified as an entry point for analyzing models of institutional procurement.  
 
WFP is the world’s largest humanitarian relief organization providing food assistance in developing 
countries. The P4P pilot was launched in 2008 in 20 countries to leverage WFP’s purchasing power to 
support local agriculture and market development. P4P links WFP’s demand for staple food 
commodities with the technical expertise of a range of partners, to stimulate smallholder 
productivity and collective marketing with the objective that smallholders sell their surplus to formal 
markets. P4P is a good example of an institutional effort that links the organization’s procurement 
needs to local development concerns, by building a support initiative to increase the volume of 
staples procured directly from smallholders and or small traders.  
 
The objective of the cases is to analyze the role of P4P within the overall framework of inclusive food 
systems and to identify examples of other institutional procurement models with potential for 
smallholder inclusion.  Despite the recognized potential of private actors as institutional buyers, the 
focus of this work is mainly on the public sector. 
 
The series of case studies comprises seven countries: Ghana, El Salvador, Ethiopia, Guatemala, 
Kenya, Rwanda and United Republic of Tanzania. The analysis is based on a series of scoping missions 
that took place between October 2012 and February 2013 and secondary information collected 
afterwards.  
 
The aim of the cases is not provide up-to date information on the progress of P4P, but instead to 
analyse the P4P experience in each country, including an identification of the main challenges and an 
assessment of their sustainability, potential for scaling up and replication. The cases constitute 
background papers for a forthcoming publication comparing the P4P across countries with the 
Brazilian institutional procurement programmes, identifying lessons learned and offering policy 
guidance for upscaling and replication. 
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EXECUTIVE SUMMARY 

The present study provides insights into procurement approaches for staple crops in the United 
Republic of Tanzania (referred to as Tanzania in the rest of this document). Focused on the maize 
market and the World Food Programme’s (WFP) Purchase for Progress (P4P) pilot, the study assesses 
the different institutional arrangements for purchasing from smallholder producers. It draws upon 
existing reports and appraisals and was supplemented with field observations and consultations of 
key informants.  
 
Structured marketing of maize in Tanzania 
Maize is the mostly widely grown crop in the country. Smallholder farmers in Tanzania, produce 98 
percent of total maize production and engage in fragmented marketing of their maize surplus to 
private agents/traders/millers and the National Food Reserve Agency (NFRA). Since the launch of 
WFP’s P4P initiative in the country, 25 out of 29 farmer groups enlisted under the programme had 
succeeded to sell directly to WFP at least once. Close to the farm gate, there are numerous brokers 
or village collectors that in turn sell to large traders and millers. Prominent traders and millers in the 
maize market include Mohammed Enterprises Tanzania Ltd, Said Salim Bakhresa Group, Export 
Trading Group and Prayosa International.  These large traders are in turn themselves vendors for 
humanitarian agencies operating in the country such as WFP and NFRA. Additionally, there are 
numerous open markets within the country where the sale of maize takes place. However, the 
largest and strategically located maize spot market in the country is the Kibaigwa market in the 
Dodoma region of Tanzania.  At the Kibaigwa market, the price of maize is displayed daily at the 
market gate. Due to lack of analytical market information, there are no reliable statistics that indicate 
market shares for the major players in the maize market. 
 
Key features of the Purchase for Progress (P4P) initiative in Tanzania  
P4P–Tanzania was launched in 2008.  Due to the country context and absence of functioning 
agricultural marketing cooperatives (AMCOS) in some communities, WFP implemented its P4P 
initiative through Savings and Credit Cooperative Societies (SACCOS). SACCOS are member based 
microfinance organizations established to mobilize savings and provide loans to its members. In rural 
areas, given the dominance of agriculture as a source of livelihood, farmers are by default members 
of SACCOS. The initiative engages 29 SACCOS across the country with an estimated membership of 
approximately 15 000 farmers. From 2009 through December 2012, WFP had purchased 9 254 
tonnes of maize and 2 244 tonnes of beans directly from the participating farmers through direct and 
forward contracts or modified, smallholder-friendly tenders. While the quantities procured from 
smallholder farmers represent less than 1 percent of total WFP-Tanzania procurement, they account 
for approximately 10 percent of local procurement used for in-country programmes. In the first year 
of operation, all the food purchased under P4P was through direct contracts with farmer groups to 
test their capacity to supply and acquaint WFP staff with the dynamics of procuring from 
smallholders. In subsequent years, WFP moved to procuring through more competitive contracts 
such as soft tendering and forward contracts. For each of the purchase mechanisms, results are 
mixed, as there are some success stories but also incidences of farmer groups defaulting on their 
contracts mainly because of side selling.  
 
WFP procures its produce based on weight, not volume. The price is negotiated using as reference 
prevailing market prices and production costs for high quality grade of maize.. Other buyers such as 
traders pay cash on delivery, pick-up the product at farm gate and have little or no quality 
considerations. Consequently, WFP’s prices are sometimes not attractive to farmers considering 
quality requirements, protracted price negotiations and inability to pay cash on delivery. Also, 
warehousing costs are too high and erode the better price paid by WFP for the better quality maize. 
In periods of product scarcity, farmers are likely to choose to market their produce individually, 
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attracted by higher prices offered by traders than the WFP agreed price for the forward contract.  
This behaviour is facilitated by the voluntary nature of collective marketing within cooperative 
societies. Based on the individual farmer’s financial needs and prevailing market conditions, he/she 
may opt to sell individually rather than collectively. Moreover, not all members of the SACCOS are  
surplus producers.    
 
Other institutional buyers 
Regarding procurement practices of other large buyers, at the time the study was undertaken NFRA 
procured from individual farmers that are able to deliver to their collection centers across the 
country. Large traders procure indirectly from farmers using their network of agents, who move from 
community to community procuring from individual farmers and farmer groups. The large traders 
have a relatively simple model compared to that of P4P. They procure using a spot contract, as it is 
easy and less cumbersome for them. Traders tend to use bucket measures instead of actual weight 
(scale) and many farmers feel cheated on quantity particularly those with good quality maize. The 
large traders participating in the maize value chain are somewhat vertically integrated as they 
engage in the supply of inputs through their network of retail shops, procure maize, process it into 
flour and retail it to consumers across the country. They own fleets of trucks that transport 
processed foods to shops across the country and on their return trip carry the bulk maize for on-
selling or milling into flour thus achieving economies of scale.  For instance, Mohammed Enterprises 
has 150 trucks which it hires out to WFP and the NFRA. The mission observed that maize marketing 
in the country was very much trader dominated.  
 
General observations 
Functionality of markets: Marketing of agricultural produce in Tanzania has been liberalized since 
the early 1990s. However, in recent years, the Government of Tanzania has periodically interfered in 
the maize market by effecting measures such as export bans on maize in an effort to ensure food 
security and stabilize domestic maize prices. Interviews with farmer groups revealed that most 
smallholder farmers sell their surplus grain to private traders. For the most part, farmers are price 
takers particularly when they sell individually. However, for farmers affiliated to the P4P initiative, 
they have used the better price for high quality product offered by WFP to negotiate with other 
buyers resulting in better prices for the farmer.  
 
Quality of Produce: While smallholders in Tanzania have been trained on producing quality cereals, 
there is no price incentive in the short term to maintain the high quality. In general, with the 
exception of WFP and the NFRA there was no indication of maize standards being applied or 
enforced by other buyers within the country. Large-scale traders (trading companies) have invested 
heavily in cleaning and drying machines and therefore often do not require the commodities to be 
cleaned and to be of a specific moisture content. In fact, to ensure adequate quantities for their 
milling and trading businesses, large traders usually buy earlier in the maize marketing season when 
moisture content is relatively high. Whereas during a plentiful year, buyers can be selective on the 
quality of maize procured, any form of standards seem to be less applicable in a drought year. There 
have been efforts at the regional-level to develop common maize standards for the East African 
Community that are mainly enforced by the Tanzania Bureau of Standards (TBS) for exported or 
imported maize. 
 
Effect of P4P on producer prices and production: One of the issues of interest regarding the P4P 
initiative is whether it has had an impact on the local market. In Tanzania, P4P seems to be effective 
in improving the prices paid to smallholder farmers. For instance, traders and other institutional 
buyers seem to respond positively to the price offered by WFP by offering smallholder farmers higher 
prices for their produce. However, it is difficult to attribute causality to the program void of rigorous 
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impact evaluation techniques that would collect data from participating and non-participating farmer 
groups1. Similarly, not much can be said about the impact of structured marketing on consumer 
prices. Maize production in Tanzania being rain-fed is susceptible to natural shocks such as droughts. 
Total production during a year can diminish significant enough to have policy makers putting 
measures such as an export ban on maize. Unfortunately, such interventions in turn distort the 
market often creating an environment for rent-seeking behavior and may have negative effects on 
the marketing of maize.  
 
Access to Finance and the Warehouse Receipt System: Limited access to credit and other financial 
services constrain the ability of smallholder farmers to participate in structured markets or to make 
the necessary investment for increased productivity.  Famers in Tanzania incur high cost of credit 
with an average annual bank interest rate of 15 percent.  To facilitate collective marketing, there is 
need for innovative financing between harvesting period and when farmers can access lucrative 
markets such as WFP. With the warehouse receipt system (WRS) in Tanzania still developing, one of 
the key challenges to address is lowering the cost of storage so farmers can make use of it. 
Additionally, farmers do not seem to know the best time to sell their produce thus further capacity 
building and a functional market information system are  necessary.  
 
The P4P pilot in Tanzania has generated useful insights for WFP and other stakeholders in the maize 
value chain on the dynamics of procuring from smallholder farmers. The lessons to be learned from 
this experience are detailed in this document. 
  

                                                           
 
1
 Based on the research undertaken for this case study, it was not possible to draw conclusions on causality. 

However, WFP is monitoring and evaluating progress in the country with a baseline study performed in 2009 
and FO surveys each subsequent year. In 2013 the 3

rd
 survey was completed and also a data collection exercise 

was performed to capture FO’s sales beyond WFP. 
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1. INTRODUCTION 

1.1 Context 

Agriculture is the mainstay of the Tanzanian economy as affirmed in the National Development 
Vision 2025 and the National Strategy for Growth and Reduction of Poverty (MKUKUTA) 2005.  
Agricultural production is a source of livelihood for approximately 80 percent of the country’s 
population, which is dominated by small-scale farmers especially for staple food crops.2 It is 
estimated that smallholder farmers in Tanzania cultivate 5.1 million hectares annually, of which 85 
percent is under food crops. Therefore, any meaningful efforts to end hunger and develop the 
agricultural sector have to be inclusive of smallholder producers. 
 
Since the 1990s, the Government of Tanzania has embarked on reforms to liberalize the marketing of 
agricultural produce. Recently, through the National strategy for Growth and Reduction of Poverty 
and the Agricultural Sector Development Strategy (ASDS), Tanzania aims to transform the 
agriculture-based economy into a market-led, competitive, and semi industrial economy with fair 
returns to all stakeholders (Kawa and Kaitira, 2007). An integral component of commercializing 
smallholder agriculture is producer collective empowerment and linking small-scale farmers to 
reliable markets. This approach has been supported by agricultural development agencies such as 
the Food and Agriculture Organization of the United Nations (FAO) and the International Fund for 
Agricultural Development (IFAD); as well as various technical agencies operating in the country and 
various non-governmental organizations (NGOs).  
 
Against this background, the Rural Infrastructure and Agro-Industries Division of FAO (AGS) with 
contribution of the Trade and Markets Division (EST), in collaboration with the World Food 
Programme (WFP) performed this case study to better understand the role that institutional 
procurement has in the transformative development of smallholder-based food supply systems. The 
focus was to understand the role and experiences of WFP’s Purchase for Progress (P4P) and to look 
at examples of other models of procurement by both public and private actors with a potential for 
smallholder inclusion.  

1.2 Methodology and scope of the study 

The present study seeks to document the case of Tanzania and its experience in the structured 
marketing of staple crops. Principally, the study examines procurement and business models adopted 
by institutional buyers that have a potential to link smallholder producers to reliable markets. 
 
While staple crops in Tanzania include maize, rice, sorghum, millet, wheat, pulses (mainly beans) and 
cassava, this case study focuses on the structured marketing of maize. Maize is the main commodity 
that has been purchased by P4P–Tanzania and is the crop most widely produced by smallholder 
farmers.   
 
Information documented in the study was gathered during an intensive two weeks field mission in 
the country by staff from both FAO and WFP. The mission took place between the 26th of November 
and 5th of December 2012.  Focus group discussion and interviews were conducted with key 
informants and relevant stakeholders in Dar es Salaam and central parts of the country (Dodoma and 
Singida regions). Informants included members of farmer organizations, government officials, private 
traders, service providers, donors with similar action areas, and staff of relevant development 
agencies. The list of key informants interviewed is provided in Annex 1. 

                                                           
 
2
 http://www.tanzania.go.tz/agriculture.html  

http://www.tanzania.go.tz/agriculture.html
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Additionally, various sources of secondary information were consulted including reports on the 
Tanzania P4P model, company reports, project reports and government documents. Secondary data 
was mainly provided by the P4P team and the WFP procurement unit in Tanzania. A local 
agribusiness expert conducted further interviews and reviewed other documents from universities, 
research institutes and donor agencies over a period of two months. 
 
Time and resource constraints dictated a targeted and narrow focus of the study which could have 
included interviews with representatives of all the maize value chain actors such as farmers not 
participating in a co-operative or domiciled in other parts of the country as well as small scale 
traders.   Furthermore, there is a dearth of good quality and reliable empirical data particularly on 
quantities of maize traded in the informal sector.  
 
The study is organized in five sections. Section one has provided a brief overview of the context and 
the limits of the study. Section two characterizes the agricultural sector in Tanzania highlighting the 
role of farmer organizations/ cooperatives and gives an overview of the production and marketing of 
maize in the country. The institutional framework and policy environment related to structured 
marketing is explored in section three. Section four examines the models used by both public and 
private institutional buyers to procure maize from smallholder producers. Section five looks at 
whether current institutional buyers have any impact on the domestic market while section six 
concludes, presenting recommendations for improving market linkages for smallholder producers. 
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2. BACKGROUND  

2.1 Country context and overview of the agriculture sector 

Tanzania is a low-income country, ranking 152 out of 187 countries in the 2011 UNDP Human 
Development Index. However, the country has been growing steadily since 2000.   In the last decade, 
Tanzania’s gross domestic product (GDP) has grown at a rate of more than 6 percent annually while 
the agricultural sector has grown at a slower rate of between 3 and 5 percent. A close association in 
the growth trends between national GDP and the agriculture sector reflects the importance of the 
sector in the drive towards increased economic growth of the country (Figure1). The decline in the 
agricultural sector growth in 2003 and 2009 was attributed mainly to adverse weather conditions and 
international commodity market price shocks which affected many traditional crops produced 
locally. 
 

Figure 1: Annual GDP and Agriculture Value-Added Growth Rate, 1990 – 2011 

 
Source: World Development Indicators (2013)  

 
The economic growth rate which has been fluctuating in the past few years has not been able to 
bring a sufficient number of the rural poor above the poverty line with about 50 percent of the rural 
population still living below the poverty line. Therefore, there are continued efforts by the 
government and development partners to further enhance the performance of the agriculture sector 
as it holds promise to poverty reduction in the country. 
 
Agriculture is the leading sector of the economy in Tanzania, providing employment to about 80 
percent of the active labour force, accounting for more than 25 percent of GDP, and 95 percent of 
national food requirements for food produced locally (WDI, 2013; NBS, 2013). Agriculture in Tanzania 
includes crop production, animal husbandry and fish farming. The major staple crops in Tanzania 
include maize, rice, sorghum, millet, wheat, pulses (mainly beans), cassava, bananas and plantains, 
mainly produced under rain-fed agriculture and largely not mechanised.  About 70 percent of 
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Tanzania’s crop area is cultivated by hand hoe, 20 percent by ox plough and 10 percent by tractor.3  
Most of Tanzania has a single rainy season, which occurs between December and April. The northern 
and north-eastern part of the country, however, has a bimodal rainfall pattern, with a shorter rainy 
season (vuli in Swahili) from October to December and a longer rainy season (masika in Swahili) from 
March to July.4 Most of the marketed maize is produced in the southern highlands, considered the 
“breadbasket” of Tanzania. The central and northwest zones are drier and less food secure, growing 
mainly sorghum, tobacco, and cotton. The southwest of Tanzania produces cassava for domestic 
consumption and cashews for export. 
 
Tanzania’s food self-sufficiency over the past eight years has ranged between 88 and 112 percent. 
However, there are localized food deficits at the regional, district and household levels. Maize is 
important for the country’s food security as it provides 60 percent of dietary calories and more than 
50 percent of utilizable protein to the Tanzanian population (Katinila et al, 1998). 

2.2 The policy and institutional environment for maize marketing  

There is a wide range of policy and institutional factors that influence the functionality and 
performance of markets. The subsequent section outlines relevant policies and institutions that 
influence the production and marketing environment for maize in Tanzania. 

2.3.1 Strategies, Policies and Programmes for Agricultural Transformation  

The Agricultural Sector Development Programme (ASDP) is the main framework guiding agricultural 
development in Tanzania. To further accelerate the agricultural sector development for poverty 
reduction and ensure food security of its people, the Government of Tanzania has embarked on a 
number of initiatives in recent years. In 2008, Kilimo Kwanza (Agriculture First) was launched and is a 
strategy for modernization of the agriculture sector that embraces participation of the private-
sector. The Comprehensive Africa Agriculture Development Programme (CAADP) compact for the 
country was signed in 2010 and led to the formulation of the Tanzania Agriculture and Food Security 
Investment Plan (TAFSIP) the year after. Another major initiative was the launching of the Southern 
Agriculture Growth Corridor of Tanzania (SAGCOT), a public-private partnership meant to attract 
investment in the sector. These initiatives are guided by national strategies as articulated in the 
Tanzania Development Vision 2025 and the National Strategy for Growth and Reduction of Poverty 
Phase Two (NSGRP II or MKUKUTA II).   

2.3.2 Relevant Institutions and their Mandates 

Maize marketing in Tanzania touches upon the mandates of several ministries and their affiliated 
agencies or units.  This section highlights the key institutions relevant for the implementation of the 
P4P initiative. 
 
The Ministry of Agriculture, Food Security and Cooperatives (MAFSC5) is the body of the 
Government of Tanzania concerned with agriculture, food production and agricultural cooperatives 
interfaces with the marketing of maize in many fronts through its five directorates. The Directorate 
of Cooperative Development is in charge of registering and de-registering cooperatives and farmer 
organizations that facilitate the participation of smallholder farmers in such markets. In executing its 
duties, the Ministry is guided by the Co-Operative Societies Act of 2003.  However, MAFSC seems to 
have a conflicting mandate as it is meant to both advocate for as well as regulate cooperatives in the 

                                                           
 
3
 http://www.tanzania.go.tz/agriculture.html  

4
 See Annex 5 on WFP’s P4P bimodal seasonal calendar.  According to a USAID COMPETE study, the longer 

season is from March to May. 
5
 The Ministry of Agriculture Food Security and Cooperatives (MAFC) was created in December 2005, after 

merging the Cooperative Department of the former Ministry of Cooperatives and Marketing with the former 
Ministry of Agriculture and Food Security. 

http://www.tanzania.go.tz/agriculture.html
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country. A major concern has been the inability of the ministry to deliver these services satisfactorily 
across the country. The Principal Cooperatives Officer confirmed that the unit was not able to 
effectively undertake its mandate due to both financial and human resources constraints, a view 
confirmed by other actors. The notion was that, while on paper it is quite clear how co-operatives 
can register and be governed, there is no support on the ground to facilitate group formation. 
Usually farmer groups are a result of projects or initiatives of the government (e.g. distribution of 
inputs) hence their sustainability beyond the project remains precarious. In light of the country’s 
negative history of cooperatives, other synonyms are preferred when referring to farmers’ 
organizations particularly those with a marketing function. 
 
The Tanzania Bureau of Standards (TBS) established under the Ministry of Industry and Trade by an 
Act of Parliament, the Standards Act No.3 of 1975 has the mandate to certify processed food and 
commodities for export. The institution, through its four Directorates mostly works with large scale 
traders and millers engaged in processing and exporting food commodities. Consequently, TBS has 
no significant role in the marketing of maize grain locally.  WFP seldom solicits the services of TBS 
when exporting food aid to neighbouring countries. However, as a regulatory body, it has 
participated in the development of standards for all commodities in consultation with key 
stakeholders. For instance, its policy committee has endeavoured to assess proposed standards vis-à-
vis other national policies. For maize, TBS is in the process of adapting the East Africa Community 
Standards to the national context.  
 
The Tanzania Food and Drugs Authority (TFDA) under the Ministry of Health is responsible for 
regulating food safety and quality among other functions. Its Food Safety Directorate offers 
laboratory testing services and market surveillance on pre-packed foods, a task that seems to overlap 
with the mandate of TBS. TFDA also undertakes research on food safety pertinent issues such as 
prevalence of aflotoxins and participants in the discussions of international food safety standards e.g. 
CODEX Alimentarias.  Related to structured marketing of staple crops, TFDA monitors warehouses 
and supermarkets, a function also performed by TBS and the Tanzania Warehouse Licensing 
Authority— a clear case of overlap in institutional mandates for food safety control. 
 
The Tanzania Warehouse Licensing Board (TWLB) under the Ministry of Industry and Trade governs 
the warehouse receipt system. To date, TWLB has licensed 20 warehouse operators and 2 warehouse 
inspector companies. The Board is understaffed thus is unable to provide supervision in the field 
amidst high demand for its services. Moreover, some of the warehouses are too small to be 
economically viable. 
 
Public procurement of goods and services is guided by the Public Procurement Act No. 21 of 2004 
and is overseen by the Public Procurement Regulatory Authority (PPRA). PPRA is a regulatory body 
established under the Public Procurement Act CAP 410. The Authority is charged with regulatory 
functions and vested with oversight powers and responsibilities on all public procurement activities 
carried by all public bodies in mainland Tanzania, thus an important institution regarding any maize 
that would be procured by a public sector entity. The objectives of PPRA are to ensure the 
application of fair, competitive, transparent, non-discriminatory and value for money procurement 
standards and practices; harmonize the procurement systems in Tanzania between the local and 
central governments; set standards for the public procurement systems in Tanzania; monitor 
compliance of procuring entities; and build procurement capacity in the country. While striving to 
link smallholder farmers to potential markets, it is better to understand the public procurement 
procedures in the country that in one way or another could influence or affect the ability of 
smallholder producers to participate in supplying to public entities. 
 
Another policy that has an effect on farmers and traders is the tax system put in place at the district 
level known as CESS. CESS is a common income generating activity by the local authorities  Tanzania.  
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Taxation of local trade represents a significant share of the local authorities’ income (as high as 10 
percent of total income in Mbeya). However CESS is not well understood by farmers and adds to the 
costs they incur when they collectively market their produce and move it across districts.  

2.3 The maize subsector and value chain 

Maize is the most widely grown crop in Tanzania, produced by 4.5 million farm households 
representing about 82 percent of all Tanzanian farmers, according to the 2002-03 National Sample 
Census of Agriculture (NSCA). Total annual production of maize in the last decade averaged 3.8 
million tonnes and reached a peak of 5.4 million tonnes in 2008. The boost in production in 2008 is 
thought to have been due to a combination of factors that consisted of increased acreage under the 
crop, a good cropping season and increased use of fertilizer. More than 90 percent of the farmers 
grow maize in Iringa, Ruvuma, and Rukwa in the southern highlands, Tabora, Kigoma, and Kagera in 
the west, and Manyara in the north. The regions with the largest total production, according to the 
NSCA, are Mbeya and Iringa, followed by Shinyanga, Ruvuma, Tanga, Rukwa, and Mwanza. Unlike 
rice and sorghum, the production of which is concentrated in a handful of regions, maize production 
is geographically dispersed throughout the country (Minot 2010). Smallholders produce virtually all 
(98 percent) the maize grown in Tanzania (ibid). According to FAO data, Tanzania is the second 
largest producer of maize after Nigeria in sub Saharan Africa. 
 
Tanzania produces mainly white maize which is mainly consumed as food by both rural and urban 
consumers. Only approximately 15 percent is used as animal feed and 2 percent as seed (Barreiro-
Hurle, 2012). It is difficult to indicate national demand for maize and market shares of the major 
players in the maize value chain due to lack of comprehensive statistics. Moreover, there are close 
substitutes to the crop depending on the agricultural zone and some of the produced maize is 
consumed as green mealies. Based on data on per capita consumption of the crop, it is estimated 
that on average, Tanzanians consume approximately 3 million tonnes of maize per annum (MAFSC, 
2012).6 The surplus is exported to neighbouring countries such as Kenya when the government opens 
its boarders for such trade. According to Barreiro-Hurle (2012), the percentage of marketed share is 
40 percent. The National Food Reserve Agency (NFRA) and other public institutions account for less 
than 10 percent of this share (ibid). 
 
The maize marketing system in Tanzania is characterized by lengthy brokerage services at village 
(rural), district and national urban markets (Match Maker Associates, 2010). These marketing 
services can be clustered into three main phases or steps starting from where the maize is produced 
in the rural areas to the major urban areas where it is processed and/or  exported or redistributed to 
other parts of the country. A simplified representation of the maize marketing chain can be found in 
Figure 2. The first step of marketing is from the farm-gate to the rural market (primary market). 
Produce from the farm is taken to primary markets (i.e. large markets in producing areas) directly by 
farmers or middle men (sometimes known as agents or brokers) who purchase the maize at the 
farm.  
 
In the second step, maize is transported from the rural market to the main market in the rural area 
(e.g. Mbeya or Kibaigwa) that usually services a district or region. This phase of marketing is 
characterized by a very large number of small traders operating both from the main centres of 
production and from the major urban areas. Farmer organizations and Agricultural Marketing 
Cooperative Societies (AMCOS) are among the suppliers to these rural markets. During the scoping 
mission, the team visited Kibaigwa Market, a main spot market located in the Dodoma region of the 
country. Its central location makes Kibaigwa a strategic market that attracts cereals from other parts 
of the country. The prices of the various commodities (mainly cereals) are displayed on a blackboard 
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 Figure from key informant in MAFSC 
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close to the entrance of the market. The market approximates a perfect market situation where 
prices are determined by supply and demand. It is not clear though if a record is kept of the daily 
prices and if so how the data is translated into market intelligence. Dubbed an international market7, 
the Kibaigwa International Cereal Market has the capacity to handle 250 tonnes of maize a day and is 
equipped with cleaning machines and a weigh bridge.  The market infrastructure was funded by the 
French international financial institution Agence Francaise de Development (AFD). Transactions are 
settled in cash, which can create security risks as buyers and sellers often carry large sums of money. 
The Market Manager however said there have been no incidences of crime reported.  
 
The movement of maize from the main market in rural area to an urban market area is the third 
phase in the marketing channel. In Figure 2, the urban area market, depicted as the capital city of the 
country, Dar es Salaam, is referred to as the secondary market. It is mainly beyond the main rural 
market that maize is either milled into flour or redistributed nationally and internationally. Maize 
processing also takes place in the rural areas but often at a small scale through what are called 
“posho” mills.  
 
Figure 2: Simplified maize marketing chain 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Modified from Barreiro-Hurle, 2012  

 
 
 
Figure 2 also illustrates some indicative marketing costs incurred by producers as they bring their 
produce to markets. Storage costs are estimated to account for 7.5 percent of the total marketing 
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costs at the farm gate level, 3.4 percent at the main rural market and 0.2 percent during the 
secondary- wholesale market stage. Marketing costs can be high when factoring in informal charges/ 
fees paid to avoid delays and other issues. According to the World Bank, transport costs account for 
most of the commercialization cost in the supply chain, representing 60, 79, and 91 percent in the 
first, second and third stages of marketing. This is because most of maize farmers do not own their 
transportation vehicles but rent them (World Bank, 2009). Also in comparison to its neighbouring 
countries in the East African region, transport costs in Tanzania are higher. From farm gate to 
primary markets,  transport costs are estimated to be on average USD 6.4 per tonne;, USD 27 per 
tonne from the primary to secondary market, and USD 41.51 per tonne from secondary to the 
wholesale market (ibid).  There are also nationwide local taxes (CESS) on maize commercialization 
that vary depending on the district.  
 
Prices vary greatly between seasons but are relatively lower during the harvesting period and higher 
during periods of scarcity. Until recently, only large scale farmers or traders, with access to storage 
facilities and financial services are able to take advantage of price fluctuations. There are few 
emerging business models, such as warehouse receipt systems, that are supported by NGO projects 
and the P4P initiative but their application is still limited. The marketing margins are generally quite 
high, suggesting inefficiencies in supply chains. In addition, post-harvest losses are quite significant 
and productivity levels are low.   
 
On the up-stream segment of the value chain, farmer organizational models for collective marketing 
of maize are also emerging but have yet to reach a stage where smallholders begin to see their 
endeavours as a business. Farmers see maize production as a safety-net strategy, providing both 
food and some cash at the time of harvest rather than as a business. The extent to which this is the 
result of lack of skills or lack of incentives and opportunities is still to be assessed (Barreiro-Hurle, 
2012).  
 
Crop marketing in Tanzania has evolved over time. Between 1970 to 1991 crop marketing was 
dominated by state parastatals, which implemented a single channel marketing system for 
agricultural produce. Following the adoption of structural adjustment and marketing liberalization in 
the early 1990s, imposed on the country by the IMF, World Bank and international donors, 
agricultural marketing was liberalized, the single channel marketing schemes ended and the private 
sector was encouraged to participate in agricultural markets. The Government relinquished its role in 
agricultural marketing, ruled that it would no longer participate in commercial activities, sold off 
most of the parastatals’ processing assets to the private sector and encouraged private sector 
investment and participation in agricultural marketing and agro-processing. However, in recent 
years, the Government of Tanzania has periodically interfered in the maize market by effecting 
measures such as export bans on maize in an effort to ensure food security and stabilize domestic 
maize prices. A case in point is the creation of the Cereals and Other Produce Board vested with 
significant  powers to intervene in the maize and rice markets following the global crisis of high food 
prices in 2008.8 In 2011, the government announced an export ban, citing food security concerns 
after a bad season. These interventions have created uncertainty in the market and raised questions 
about institutions such as the NFRA.  

2.3.1 Cooperatives and collective marketing in Tanzania 

For the marketing of the surplus maize produced by the numerous smallholder farmers, the 
government has encouraged the formation of agricultural cooperatives to strengthen smallholder 
collective bargaining power, improve market organization and reduce wastage and costs through the 
aggregation of services and inputs. The premise being that individual marketing is not only cost 
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 The new Board was created in 2009 after the government passed the Cereal and Other Produce Act.  
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ineffective for the buyer but places a farmer at a disadvantage when faced by a trader with 
considerable economic power.  
 
Cooperatives in Tanzania have existed since the late 1920s albeit with a chequered history. Before 
1966, cooperatives experienced rapid growth spurred by support from both the colonial and 
nationalist governments and were largely autonomous. However, in 1966, there was a Presidential 
enquiry following complaints of mismanagement and corruption leading to the dissolution of several 
cooperative associations. The movement suffered a further blow in 1976 when all primary 
cooperatives were abolished by the government. Government interference in functions formerly 
performed by cooperatives continued and resulted in undesirable outcomes for cooperative 
members. Despite attempts to revive cooperatives in the 1980s, the negative image persisted. In 
recent years, savings and credit cooperative societies (SACCOS) have flourished supported by 
legislature such at the Cooperative Development Policy of 2002 and Cooperative Societies Act of 
2003.9  SACCOS are financial organizations owned and operated by its members who collectively 
mobilize savings and provide credit services to its members. The Cooperative policy sets out the  
framework for  providing restructuring  services to co-operatives and  on how they can operate on an 
independent  and economically basis. Since most cooperatives in Tanzania are remnants of donor or 
government programs, their sustainability beyond project’s is usually questionable.  
 
However, SACCOS cannot perform other functions such as marketing of produce leading 
development agencies such as WFP to seek ways of creating structures within them with this 
functionality. Moreover, to avoid the negative image associated with marketing cooperatives, the 
new structures are called companies or simply farmer organizations. In 2012, there were 
approximately 10 000 registered cooperatives, more than 50 percent of which were SACCOS. 
Approximately 2 500 of the registered SACCOS operate within the  agricultural sector. To enable 
them to perform crop marketing activities, a subset of SACCOS have formed sub- structures known as 
agricultural marketing companies. It is not clear how many such companies are involved in the 
marketing of cereals or other staple crops. Furthermore, there exist another form of cooperative 
society that is close to traditional agricultural cooperatives known as the Agricultural and Marketing 
Cooperative Societies (AMCOS).10 A group of SACCOS or AMCOS can form a Cooperative Union and 
ultimately a Federation. For instance there is an apex body for tobacco growers. WFP works mainly 
with SACCOS for its P4P initiative.  

2.3.2 Financial Institutions and their Role in Supporting Procurement from Farmers 

This section provides an overview of financial institutions in Tanzania and highlights their role in 
supporting maize procurement from small scale producers.  
 
The financial sector in Tanzania has expanded significantly, particularly in the last two decades, and 
compromises commercial banks, microfinance institutions, foreign currency exchange companies 
(bureau de change) and insurance companies. According to a recent banking industry survey, there 
were at least 45 banks and non-bank financial institutions operating in Tanzania in 2011. However, as 
of December 2011, three banks dominate almost 50 percent of Tanzania’s banking sector: (i) Federal 
Bank of Middle East (FBME) with 21 percent market share, (ii) CRDB Bank at 15 percent and (iii) 
National Micro-Finance Bank (NMB) with 12 percent market share. Ten other banks account for 
another 30 percent.11 The remainder is split among the other more than thirty small banks. The 
National Microfinance Bank (NMB) is said to be the most profitable in the country, and also has the 

                                                           
 
9
  See Maghimbi (2010), for a comprehensive history of cooperatives in Mainland Tanzania 

10
 The ratio of AMCOS to SACCOS could not be ascertained at the time of the field visits. 

11
 These are: National Bank of Commerce, Standard Chartered Bank, Exim Bank, Citi Bank, Stanbic Bank, 

Barclays Bank, Diamond Trust Bank, Bank M, Tanzania Investment Bank and Bank of Tanzania Ltd.   
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widest outreach. The Government of Tanzania has a 32 percent share of the bank (Serengeti 
Advisers, 2012). 
 
In the maize value chain, financing is required for capitalizing activities of farmers, processors, input 
dealers and traders of the commodity and its derivative products. While large producers and other 
large players in the chain have access for financing their activities from various sources, the 
bottleneck is provision of financial services to the numerous small  and medium players in the chain. 
Tanzania’s domestic annual interest rates are very high ranging between 15 and 35 percent. These 
high interest rates prevent the financial participation of many Tanzanians particularly smallholder 
producers.  Further exacerbating the situation and similar to the state in most developing countries, 
banks are in general reluctant to lend to the agriculture sector perceiving it to be more risky. 
Consequently, most of the smallholder farmers in Tanzania depend on informal sources of funding, 
that are limited and charge extremely high interest rates on loans.  
 
To ameliorate the situation, the government of Tanzania through the Tanzania Investment Bank has 
been able to extend some financing to the agricultural sector. SACCOS play a crucial role in providing 
credit to their members to finance their agricultural activities.  Additionally, many banks have started 
financing the sector in recent years. An example is Stanbic Bank, which opened an agricultural 
financing window in 2008 and has committed to allocating 15- 20 percent of its portfolio to SMAEs 
and smallholder producers. Other banks, primarily NMB, have been using the warehouse receipt 
system as a financing instrument. The extent of application of WRS to maize marketed by 
smallholder producers is not clear but seems limited. 
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3. STRUCTURED MARKETING OF MAIZE AND INSTITUTIONAL PROCUREMENT 

MODELS  

Smallholder farmers in Tanzania mainly sell their maize surplus to private traders/millers/agents, and 
the National Food Reserve Agency (NFRA— formally the Strategic Grain Reserve). Since the launch of 
WFP’s P4P initiative in the country, more than 85 percent of participating farmer groups (25 out 29) 
have succeeded to sell directly to WFP at least once. Close to the farm gate, there are numerous 
brokers or village collectors that in turn sell to large traders. The mission team visited offices of four 
of the largest traders with offices in Dar es Salaam namely Mohammed Enterprises Tanzania Ltd; Said 
Salim Bakhresa (the owners of the Azam brand), Export Trading Group and Prayosa International.12  
These large traders in turn supply food aid agencies such as WFP and the NFRA. There is currently no 
agricultural commodity exchange in Tanzania.  
 
This section appraises the procurement models of each of the main players with the aim of 
identifying potential ways for enhancing the participation of smallholder producers in structured 
markets.   

3.1 WFP Tanzania and P4P  

WFP is one of the largest buyersof food aid globally with a significant presence in many developing 
countries. In Tanzania, WFP has been in operation since 1963 providing food assistance to drought 
victims and refugees (WFP, 2006). Its current activities include school feeding, food for asset creation 
and the regional protracted recovery operations, where it is estimated to reach 2.6 million 
beneficiaries.  Worldwide, WFP is estimated to procure more than 1.5 million tonnes of cereals 
annually.13 In 2012, the agency purchased 77 119 tonnes of produce from Tanzania (WFP 2012). In an 
attempt to generate positive developmental impacts, WFP applies a principle that favours purchasing 
in developing countries, particularly from smallholders, which is the main principle behind the P4P 
initiative. Additionally, WFP has been procuring from the NFRA that in turn also buys from farmers 
and traders.   
 
WFP’s P4P initiative in Tanzania was launched in 2008. Similar to the nineteen other countries in 
which it was piloted, the P4P Tanzania objectives are: 

1. To identify and share best practices for WFP, NGOS, governments and agricultural market 
stakeholders to increase profitable smallholder farmer engagement in markets. 

2. To increase smallholder farmers’ capacities in order to raise their income from agricultural 
markets. 

3. To identify and implement best practices for increasing sales by low-income farmers to WFP 
with a particular focus on small-scale farmers. 

4. To transform the WFP food purchase model in a way that supports sustainable production 
and address the root causes of hunger. 

   
The P4P model works through farmer groups that are affiliated with Savings and Credit Co-operative 
Societies (SACCOS) and to a limited extent Agricultural Marketing Cooperative Societies (AMCOS), 
using the warehouse receipts system. These SACCOS are microfinance institutions registered under 
the Ministry of Agriculture, Food security and Cooperatives (MAFSC). At the onset, WFP strategically 
chose to work with SACCOS previously supported by an IFAD rural finance project as they were 
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 Companies are listed in no particular order. There is limited information obtained from the private traders, 
especially on Prayosa International. 
13

 Of which 416 975 tonnes was maize (2012). 
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better structured following the tarnished historical image of cooperatives in the country (see Section 
3.3). Since SACCOS are not allowed by law to undertake marketing activities, the societies have 
formed sub-structures known as marketing companies through the assistance of WFP’s partners.  
The marketing companies have their own governance structures consisting of the members of the 
SACCOS and perform marketing services on behalf of the members.  WFP at the time of the mission 
was working with 29 farmer groups with a membership of approximately 15 000 farmers, 41 percent 
of whom are women. Figure 3 shows the distribution of SACCOS participating in the P4P initiative. 
 

Figure 3: Map of P4P Implementation Areas and SACCOs 

 
Source: WFP, 2011b 

 
WFP buys directly from farmers’ organizations through direct and forward contracts or modified, 
smallholder-friendly tenders in which the FOs compete against themselves, but not organized regular 
traders. Most of the food so far contracted under P4P has been purchased through direct contracts 
with farmers’ organizations. In 2011, WFP experimented with the use of forward contracts and had 
mixed results mainly attributable to price volatility in the maize market that saw most farmers side-
selling. In calculating its price, WFP pays a premium for good quality maize. WFP offers a price based 
on market price and considers production costs when analysing award tenders to FOs. . 

3.1.2 P4P Implementation partners  

WFP for its P4P initiative has partnered with a number of institutions including the Alliance for Green 
Revolution in Africa (AGRA), Cereals Growers Association, Cooperatives Rural Development Bank 
(CRDB), Dunduliza, Rural Urban Development Initiatives (RUDI), National Microfinance Bank (NMB), 
Research on Poverty Alleviation (REPOA), Stanbic Bank, Caritas, Cereal growers Association and 
ILO/Coopafrica.  Most of the activities of partner organizations are geared towards building capacity 
of farmers to supply quality produce. One of the notable NGOs involved in the P4P initiative is RUDI 
whose role is to take over projects that have ended and provide further capacity development for 
project beneficiaries (farmer groups). RUDI works with farmer organizations and on issues related to 
collective action and changing the negative perception of cooperatives. Particularly for P4P, RUDI has 
been working with SACCOS and helping them establish AMCOS for marketing their produce as well as 
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linking them to financial institutions. Financial institutions have been instrumental in providing credit 
to farmer groups and in the implementation of the warehouse receipt system. 
 

4.1.3 The P4P Tanzania Procurement Model 

In Tanzania, P4P is working with SACCOs to connect smallholder farmers to markets. P4P currently 
sources maize and pulses (beans), from SACCOS. However, under the current regulatory framework, 
SACCOS are not licensed to carry out marketing activities. Consequently, WFP with technical support 
from partners such as RUDI, has facilitated the formation of Marketing Companies that are a subset 
of a P4P participating SACCOS. These marketing arms of the associations perform the marketing of 
produce on behalf of the SACCOS and engage with WFP and other buyers such as private traders and 
the NFRA.   
 
Selection of participating SACCOS and capacity development of farmers 
P4P–Tanzania selected SACCOS that fulfilled the following criteria:  

 Legally registered and provide services to its members 

 Have at least 20 percent female membership 

 Have a bank account 

 Supported by a local government office or an NGO or other development agency for supply 
side development 

 
The 29 SACCOS in the P4P-Tanzania initiative besides meeting the above criteria were also selected 
to ensure participation of SACCOS of varying capacity (low, medium, or high) and to obtain 
geographical balance. Geographical selection took into consideration proximity of the districts to 
WFP’s ongoing projects (i.e. Food for Education, Food for Assets and refugee activities).  Initially, 
SACCOS were selected from 16 districts of the country but an additional three districts in the South 
were added following a drought in the 2008/09 cropping season that affected crops in most districts 
in Northern and Central regions. 
 
Developing the capacity of SACCOS is another strategy employed under the P4P initiative ,  to 
enhance the capacity of farmers to understand the everyday business environment, especially on 
good governance, record keeping, community ware-house management, leadership, doing business 
with WFP and other institutional procurement companies. Capacity development of farmers was 
undertaken by Rural Urban Development Initiatives (RUDI), a local NGO, with funding from the 
Alliance for a Green Revolution in Africa (AGRA) and support from the P4P local team. All the 29 
SACCOS participating in the P4P pilot have a select number of their members trained. The content of 
the modules was designed and delivered by RUDI with support from the government that assigned 
two staff members to the training. Farmers received training in leadership and good governance, 
entrepreneurship and basic business management skills, post-harvest management, marketing, 
community warehouse management, warehouse receipt systems, record- keeping and how to supply 
to WFP. As of 2012, RUDI had trained 1683 farmers approximately half of them women (821). To 
supply WFP, farmers were trained on how to clean and store the produce so as to increase quality 
and meet the standards and tendering practices of WFP. The marketing companies established to 
compliment the efforts of the SACCOS, have also benefited from capacity building with regards to 
negotiating and carrying out effective business transactions (Annex 4).  
 
Quality Requirements 
To be able to sell to WFP, FOs must meet a set of standard requirements as shown on Table 1. The 
NFRA follows similar standards as well.  
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Table 1: Maize Quality requirements for WFP and NFRA 

Parameter WFP Requirements NFRA Requirements 

Moisture Content ≤ 13% < 13% 

Foreign Matter ≤ 1% < 0.5% 

Broken Grains ≤ 2% < 2% 

Pest Damaged Grains ≤ 2% < 1% 

Rotten and Diseased Grains ≤ 2% < 2% 

Immature and Shrivelled Grains ≤ 1% < 1% 

Other coloured Grains — < 0.5% 

Aflotoxin ≤ 10ppb — 

Source: NFRA Brochure and WFP (2012) 
 
Logistical Support: Transport and Storage Services  
Produce of the farmers is cleaned and bagged by the contributing SACCOS members then sent to a 
designated warehouse, where the produce is stored before negotiations takes place between the 
marketing company of the SACCOS/ AMCOS and WFP.  Transportation from the farm-gate to the 
SACCOS warehouse is borne by the farmer. Often the farmer has to transport his/her produce for 
about 5 to 10 kilometres  and therefore needs to rent a small truck to transport the produce or use a 
tractor or other similar means.  In most instances, WFP will solicit the services of a third party to 
inspect and certify the produce for quality and quantity specifications in the contract after which it is 
fumigated before being up-lifted to a WFP warehouse. Regarding the arrangements for 
transportation of the fumigated produce from the warehouse of the SACCO to a designated WFP 
warehouse, the contract will specify whether WFP provides the transport or alternatively, the 
marketing arm of the contracted SACCOS will have to engage the services of a private transport 
owner to deliver their produce to WFP at a designated warehouse.  
 
One of the P4P priorities of the initiative, is to support farmer organizations improve their methods 
of storage. Before its implementation, most of the warehouses located in targeted areas were either 
constructed by the ministry of agriculture of Tanzania or by FAO in the 1980s and early 90s, but were 
not in use.  Therefore, to enhance the storage capacity of farmers, P4P helped SACCOS to rebuild and 
fully equip these village warehouses. A total of 19 village warehouses have been renovated 
collectively, with the community leading the process, while the District Council and WFP provided 
technical support. All the warehouses were equipped with weighing scales, generators, stitching 
machines, fumigation sheets and other key items needed to guarantee the proper maintenance of 
the produce. The renovated warehouses meet the required minimum standards sets out by the 
Tanzania warehouse licensing authority.  These community warehouses play a key role in facilitating 
collective marketing, but an important determinant to farmers availing to them is the distance from 
the farm gate and the amount of produce to store vis-à-vis transportation and storage costs.   
 
Contracting mechanisms, pricing and payment 
By design, the P4P Initiative entails testing a number of procurement approaches to help farmers sell 
to WFP. First and foremost, in its procurement policy, WFP Tanzania follows the principle of cost 
efficiency and minimum cost and thus will procure locally if the local prices are less than the Import 
Parity Price (WFP, 2010).  In calculating its price, WFP uses the market price and production costs as 
reference to offer a better price for better quality grade of maize.  Traders pay cash on delivery and 
pick-up the produce and have little or no quality concerns. Therefore, farmers are sometimes not 
interested in selling to WFP considering its quality requirements, protracted processes, and inability 
to pay cash on delivery. Also in some cases, warehousing costs are too high. In the case of Muhangu 
SACCOS members decided to sell individually when the price offered by traders was higher that the 
WFP agreed price for the forward contract.  At the SACCOS level, it is voluntary for members to 
market their produce collectively, that is, there is no penalty for selling produce outside the 
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cooperative society.  However, there is a penalty at the FO level if performance is not as expected 
and WFP encouraged FO’s leadership to communicate to members the importance of adhering to 
contracts.    
 
P4P Tanzania has mainly used three procurement modalities when sourcing maize from small holder 
producers as detailed below.   

i. Direct contract: This buying model is used mainly to introduce and train inexperienced FOs in 
WFP buying requirements. Unlike in a regular WFP purchase, this approach is exempt from 
the minimum three bids from other suppliers.  When procuring, WFP negotiates directly with 
a farmer group. This involves negotiation with FOs to supply a specified quantity of maize at 
a given price. This mechanism requires the FO to determine a price that covers its cost of 
production including all additional post production costs associated with WFP requirements, 
as well as transport, if required. After the signature of the contract, the farmer organization 
also receives technical support to fulfil WFP requirements such as bag-marking, if required 
and maintaining the quality of the produce.  

 
ii. Soft tendering: This is a competitive process used to invite several farmer groups / small-

scale traders to bid for the supply of food commodities to WFP. Suppliers may not be 
required to pay performance bonds as it is in normal WFP tendering. A performance bond is 
a surety bond issued by either a bank or an insurance company that guarantees payment of a 
fee in case the contractor/vendor fails to meet its contractual obligation. The farmer 
organizations that have acquired experience through direct contracting are encouraged to 
participate in these tendering processes, to further strengthen their marketing capacities. 
P4P Tanzania has allowed FOs to use this arrangement with small tenders. Bag markings and 
performance bonds are not required. 

 
iii. Forward Contract: This contractual mechanism includes specifying a price/ pricing formula 

that WFP will pay the farmer organization upon delivery of the commodity at a future date. 
To facilitate learning, the contractual agreements were pegged at quantities of 60MT per 
contract. FOs have used this contract with WFP as collateral to access credit as part of the 
learning by doing.  

 
iv. Warehouse receipt system (WRS): This is a system whereby sellers deposit their food 

commodities in a certified warehouse. The warehouse gives the seller a receipt verifying the 
amount of produce deposited and its quality, and takes a small fee in order to cover the cost 
of storage and quality control. The seller can use the receipt as collateral to secure credit and 
have cash in advance and can wait until the lean season to sell the produce when prices are 
higher. The warehouse receipt system in Tanzania is still developing. WFP has rehabilitated a 
number of warehouses that were initially built by FAO in the 1980s and early 90s under the 
Rural Structures Project. One of the key challenges of using WRS for maize storage by the 
SACCOS is the. According to regulations from the TWLB, each warehouse participating in the 
WRS has to be licensed and employ at least six professionals to undertake the functions of 
maintaining the quality of the stored produce. Alternatively, the FOs/SACCOS have to engage 
the services of a warehouse operator. In most instances, the warehouses used by SACCOS 
are relatively small making such an investment unfeasible. 

 
An additional problem with the use of warehousing as a price hedging mechanism is that farmers do 
not seem to know the best time to sell. They lack market intelligence on price movements, in 
occasions smallholders wait too long to market their produce, selling them when prices fall again. 
Moreover, the warehouse system works well when there is substantial marketing surplus to offset 
both transportation and storage costs. On their own, most farmer organizations are not able to meet 
the minimum requirements set out by the Tanzania Warehouse Licensing Authority for licensing a 
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warehouse. As such, there is need to come up with innovative mechanisms for reducing warehouse 
operating costs if warehousing is to be attractive to farmer organizations. There are also trust and 
mindset issues within cooperatives/SACCOS such that not every member is supportive of collective 
marketing via warehousing. WFP through its P4P capacity building on good governance has begun 
addressing trust issues and demonstrating to small scale farmers the importance of building long-
term supply chain relationships through honouring contracts. Consequently, to effect sustained 
behavioural change, there is need for continued awareness raising and dissemination of success 
stories.  
 
Payment is by checks to the FO (SACCOS marketing company/AMCOS)14. WFP has successfully 
reduced the processing time for the payment to 14 days, which is far much shorter that the 30 days 
or 60 days payment periods it uses with its regular suppliers. Table 2 summarizes the P4P 
procurement model in comparison to WFP’s regular local and regional procurement procedures. The 
other major difference is the non-requirement for a performance bond for P4P suppliers. For regular 
suppliers, the performance bond is 5–10 percent of the contracted value. After successfully supplying 
to WFP, farmer organizations have the possibility to graduate and be considered independent WFP 
suppliers, subject to competitive tendering processes. 
 
Table 2: Comparison of Regular Suppliers* and P4P Suppliers 

Parameter Regular local/regional Procurement Procurement through P4P 

Suppliers Pre-qualified suppliers (mostly larger 
traders) with legal standing, financial 
capacity, delivery capacity and good 
performance record 

Pre-qualified farmer 
organizations and small and 
medium traders 

Contracting 
mechanisms 

Competitive tenders Direct contracts 
Soft tenders 
Competitive tenders 
Forward contracts 
Warehouse receipt system 

Price Determined by authorized contracting 
mechanisms but not to exceed import 
parity 

Determined by authorized 
contracting mechanisms but 
not to exceed import parity 

Quantities Preference for relatively large quantities Will consider much smaller 
quantities to accommodate 
suppliers’ capacity 

Performance bond 5-10 %  

Quality WFP Standards (see Table 1) WFP Standards (see Table 1) 

Bagging Bagged in 50 kg bags and marked with 
WFP logo 

Flexible (WFP provides marked 
bags) 

Delivery terms Delivery duty unpaid (DDU) to specified 
WFP warehouse on specified date 

Flexible (WFP may collect the 
commodity, modify delivery to 
the nearest warehouse and 
allow extended delivery times 
etc) 

Payment 30- 60 days  ≤ 14 days 
Source: Adapted from WFP (2011a) 
* National or regional 

                                                           
 
14

 At the time of the mission payments were made by checks, however WFP has later moved to electronic 
payments. 
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3.1.4 Performance and Indications on Sustainability        

Between 2009 and October 2012, WFP Tanzania locally procured food valued at US$ 11.5 million for 
its school feeding programme, of which it has procured from P4P groups, maize valued at USD 
3,097,869.7 and beans valued at USD 1, 684,403.23. In total, through December 2012, WFP had 
purchased 9 254 tonnes of maize and 2 244 tonnes of beans through P4P. While the quantities 
procured from SACCOS represent less than 1 percent of total WFP-Tanzania procurement, they 
account for approximately 10 percent of local procurement used for in-country programmes The 
amounts successfully delivered by farmer groups varies by year mainly influenced by contractual 
arrangement, climatic conditions during the cropping season and the prevailing market prices at the 
time of sale (Figure 4). As seen in the chart, WFP has procured mainly white maize (85%) from the 
farmer groups. The main supplier of beans under P4P has been KADERES Peasants Plc, a local 
marketing company established by residents in Karagwe District.   
 

Figure 4: Quantity Delivered in MT by P4P Farmer Groups by Commodity (2009-2012)  

 
Source: Authors compilation from WFP data 

 
P4P purchases against contracted quantities and targets  
P4P purchases have performed fair to satisfactory against contracted quantities and targets with the 
exception of 2012 where farmers defaulted on more than 50 percent of the contracted quantities for 
maize (Table 3). Defaults experienced in 2012 were due to limited maize stocks in the country. This 
situation lent opportunity to traders to offer higher prices compared to WFP contractual process and 
FOs decided to side sell. Additionally, while P4P has reduced its payment period to participating 
farmer groups to 14 days, other buyers pay cash at the time of transaction thus lure farmers to sell to 
them for their immediate cash requirements.  
 
Table 3: Quantities delivered by P4P SACCOS against quantities contracted  

YEAR 
MAIZE BEANS 

Quantity 
Contracted 

Quantity 
Delivered 

Performance 
(%) 

Quantity 
Contracted 

Quantity 
Delivered 

Performance 
(%) 

2009 2 422 1 795 74    355    285 80 

2010 4 280 2 345 55 1 220 1 220 100 

2011 6 164 4 522 73    326    308 94 

2012 2 015    776 39    700    431 62 
Source: Authors compilation from WFP data; quantities are expressed in tonnes 
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Moreover, WFP’s food procurement is still mainly contingent on the timing and frequency of donor 
contributions. This challenges the country offices ability to procure food consistently at the right 
time. WFP is changing its procurement business approach at the corporate level, through a Forward 
Purchase Facility (FPF) to strengthen the delivery response time to more efficiently meet food needs 
when they arise, but the changes are still in implementation. At the time of the mission WFP tended 
to buy during the lean season after traders have made their purchases. Under conditions of high 
price volatility, farmers have a tendency to take a short-term, opportunistic view, rather than 
developing long-term supply chain relationships and honouring their contractual arrangement. At the 
farmer organization level, there is nothing that bind the farmers to market collectively, so often while 
may express interest to sell their produce to WFP, it was often the case that at the time of 
aggregation, they would have sold some of their produce to other buyers causing them to partially 
deliver on their contracts.   
 
Volume purchased by procurement modality 
In its first year of implementation in Tanzania (2009), WFP issued 12 direct contracts to procure 
maize and beans from 8 participating P4P groups. In subsequent years, P4P contracts were issued 
through the competitive processes of soft tenders that are friendly to smallholders. In 2012, WFP 
experimented with forward contracts of small amounts of 60 tonnes for maize issued to 10 SACCOS. 
Of the 10 groups, five fully delivered on the contracted quantity, four groups partially delivered while 
one group failed to deliver any produce to WFP. Wide price variations between seasons proved the 
major challenge for forward contracting. Figure 5 below shows the shares of the cumulative 
quantities for maize by purchase mechanism. Of all the P4P contracts to farmer groups, more than 
half (64 percent) were issued through soft tenders. Direct contracts accounted for 32 percent of P4P 
maize purchases while only five percent of maize was contracted through forward contracts.  
 

Figure 5: Maize volume purchased by procurement modality 

 
Source: Authors compilation from WFP data 
* Share of cumulative quantities (2009-2012) 

 
Compliance with quality requirements  
Farmers seem able to meet the WFP quality requirements with only one incident of infestation being 
recorded in the procurement records. This has been largely attributed to the intensive capacity 
building component of the initiative (particularly on quality issues) offered through partner agencies. 
However, apart from selling to WFP, that provides incentives for high quality, the rest of the large 
traders have no consideration for quality and standards and invested heavily in drying and cleaning 
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machines. Since most of the procurement in the country does not require similar  standards on 
quality and moisture, there is a danger that farmers involved in the P4P program might discontinue 
to maintain high quality standards after the first phase lacking the incentives from larger traders 
procuring at farm gate or at the wholesale market. As long as farmers can easily find a market for 
their low quality grain and the price difference is not very significant, it is doubtful that farmers can 
continue to put their training on good agricultural practices into effect in the long-term, to the 
detriment of the maize value chain.   
 

3.1.5 Sample Profiles of P4P Tanzania participating SACCOS 

During the field missions, the team visited three farmer groups participating in  P4P in the Dodoma 
and Singida regions namely; Kibaigwa SACCOS, Kwamtoro SACCOS and Muhangu SACCOS. The 
SACCOS are at different levels of development and have had different experiences interacting with 
WFP as a buyer. The following boxes contain a brief description of the SACCOS visited. 
 

 
 

 
 

Box 2: MUHANGU SACCOS Ltd-  Temporary Warehouse, Partially-delivered WFP Contracts 
Muhangu SACCOS Ltd was started in 2004 under an IFAD microfinance programme with 39 
members, eight of which were groups. Membership has increased to 105 and the group has 
established a company for buying and selling agricultural produce known as Muhangu Company 
Ltd. The group received a wiikhall (mobile/re-locatable warehouse) from WFP and financial 
support of  Tsh 28 million towards the construction of a permanent warehouse. To complement 
the contribution from WFP, the group has obtained a loan from the Tanzania Investment Bank and 
had at the time of visit produced 10 000 bricks for the construction of the warehouse. After 
successfully supplying 200mt of maize to WFP in 2010, the group failed to meet their 60MT tender 
for 2012, only supplying half the amount. Transport costs and higher market prices were cited as 
some of the reasons for defaulting. The 2012 season was not very good hence most farmers had 
less surplus grain to collectively market and preferred to sell to traders who pick the produce at 
the farm gate.  

Box 1: KIBAIGWA SACCOS Ltd- No Warehouse, Partially-delivered WFP Contracts 
Kibaigwa SACCOS started in 2002 with 2000 members, 800 of which were famers. Since then, the 
farmers begun aggregating their produce and selling to Cereal Growers Association. In 2009, the 
group supplied 460 MT of maize to WFP and only 120Mt in the subsequent year. Current 
challenges include lack of storage facilities, financing, slow learning/ uptake of improved 
technologies due to aging farmers. They feel they have benefitted from association with P4P. Cash 
flow challenges for farmers make it difficult to store their produce until the price is high. 
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Overall, leadership of SACCOS and farmer members were appreciative of their increased capacity to 
market quality commodities as a result of the consistent training and support from WFP and its 
partners. Members adhered to quality standards related to moisture content, foreign matter, 
absence of live weevils and the absence of broken and coloured grains. The farmers were keen on 
conforming to high quality standards because during bumper seasons they were able to sell their 
produce to other buyers at higher prices compared to their counterparts selling low quality produce. 
Traders procuring from farmers eventually sell to main buyers including the NFRA and WFP. These 
organizations evaluate product quality before grains are re-distributed to support food based 
programmes.  However, not all buyers have high quality requirements.  For instance, Kibaigwa 
SACCOS highlighted that due to other buyers in the market not paying a better price for quality grain, 
their members were often dissuaded from making extra effort to clean and dry their maize.  
 
Farmer groups highlighted the lengthy WFP payment cycle as the main challenge for collective 
marketing often leading them to default on their contacts in preference to spot markets. This is 
despite WFP adjusting its payment cycle for P4P farmer groups to 14 days and not requiring any 
performance bonds from them. WFP, unlike traders cannot do spot payments for accounting 
purposes and security concerns. Another challenge mentioned was that when farmers deliver maize 

Box 3: KWAMTORO SACCOS Ltd- Warehouse, Fully Satisfactory WFP Contracts 
Kwamtoro SACCOS started in 2003 with 50 members. It initially provided financial credit to its 
members at an interest rate of 24 percent per annum. Membership has increased overtime and 
the group has been able to get loans from microfinance institutions at a favourable rate. The 
SACCO has formed a marketing company owned entirely by the SACCO but with g its own 
management team. The group is presently implementing the warehouse receipt system and has 
successfully supplied to WFP for three consecutive years.  In 2010 and 2011, it supplied 100MT of 
maize to WFP and slightly increase the amount delivered to 110MT in 2012. As a SACCO, the 
group has trained their members on retaining adequate supplies for their household needs. The 
warehouse used by Kwamtoro group was built by FAO in 1987 and has been rehabilitated by WFP. 
The SACCO also has a contract with Tanzania Brewery to supply sorghum. As of December 2012, 
Kwamtoro SACCOS had 847 members.  

 
Source: Photo taken by authors during mission 
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to the SACCOS, they expect full payment which the SACCOS cannot afford. Regarding their 
experience with competitive contractual arrangements,   SACCOS noted that the WFP contract had 
no provisions for the district tax (CESS) that was quite substantive when in instances of produce 
being delivered to a WFP warehouse in a neighbouring district. 

3.2 The National Food Reserve Agency (NFRA)   

The NFRA is perhaps the largest public institution procuring directly from farmers and traders. The 
Agency in turn supplies other public institutions such as prisons, schools and hospital as per 
government directives. The NFRA is a semi-autonomous body which reports to the Permanent 
Secretary of the MAFSC and is linked to the department of Food Security. NFRA was established by 
the Executive Agencies Act No. 30 of 1997, and came into effect on 1 July 2008, to take over 
responsibilities of the former Strategic Grain Reserve.  The NFRA has a dual mandate: a) assure that 
there is enough food to distribute to the vulnerable; b) intervene in the markets (purchasing or 
selling) to stabilize the markets prices.   The grains purchased are distributed upon the directives of 
the Disaster Management Department whereby grain is to be sold to beneficiaries at subsidies price. 
Through these interventions, the government seeks to stabilize prices.  The target of the NFRA is to 
procure and store up to at least 150,000 MT  that could suffice for a period of three months in a food 
disaster.        
 
The NFRA owns 30 storage facilities and numerous buying centres, of which three are in surplus 
areas ( Iringa, Songea and Sumbawanga)   and four in deficit areas ( Arusha, Dar es Salaam, Dodoma 
and Shinyanga).  The  NFRA facilities have a  total storage capacity of 241 000 tonnes and operates 
around 90 to 120 buying centres around the zonal offices areas.  These buying centres are located in 
the surplus areas of the Southern Highlands and the aim is to create incentives for smallholder 
farmers to produce more due to the guaranteed purchase based on fixed floor prices. For example in 
2010, the government announced that 73,672 tonnes of maize was due to be purchased by the 
NFRA, again in 2011, due to the food shortage caused by drought, the Government announced that 
the NFRA would continue to purchase food crops. Tsh 17.6 billion (~USD 11 Million) was allocated for 
purchase of 200,000 tonnes of maize from farmers.   
 
Procurement model: The Agency procures food stocks from July to December of every year through 
numerous buying centres. At the beginning of the buying season, the NFRA announces its prices and 
engages in a willing buyer- willing seller exchange.  The NFRA prices are based on the prevailing 
market prices and unit cost of production and purchase is subject to produce meeting minimum 
quality requirements (similar to WFP). The Agency mainly procures maize and sorghum from 
producers (large and small) and/ or traders and the food stock is subsequently transported to storage 
facilities. Payment is by check at the time of transacting. NFRA also offers services to farmers such as 
cleaning and drying at a fee. 
 
The NFRA has a three-year food stock rotation policy and as such targets to recycle at least 30 
percent of its stock every year. In recent years, it has signed a Memorandum of Understanding with 
WFP as one of its buyers for the recycled food stock. WFP also provides capacity building to NFRA 
staff particularly in warehouse management. In instances of low production (low supply) such as was 
the case in 2012, the NFRA finds it difficult to procure adequate quantities of maize due to increased 
competition on the demand, which led  NFRA-Dodoma in 2012 to only buy sorghum. With a forecast 
of a poor harvest, middlemen and traders procure earlier in the season or would offer producers a 
price higher than that announced by NFRA. Other challenges faced by NFRA are ageing equipment 
that is labour intensive, lack of its own fleet of trucks, and inadequate storage facilities in some 
areas. The budget allocation to NFRA limits its purchasing capacity and according to an official 
interviewed also negatively impacts its ability to redistribute food from surplus to deficit areas.  



22 
 

 
 

 
Pricing mechanism: The pricing mechanism used in procuring maize from farmers is based on the 
crop budget obtained from the statistics unit of the MAFSC plus a 5 percent margin.  The Minister of 
Agriculture announces the purchasing price for a commodity during his annual budget speech. Figure 
5 below illustrates the NFRA purchase prices and wholesale prices for maize between 2006 and 2010. 
The wholesale prices have been volatile. It is interesting that market prices are below the 
government floor prices except from the period right before harvest.  Since 2010, the NFRA also sells 
maize to private millers at a price lower than domestic market prices as part of a governmental 
initiative to keep maize flour prices low. With the exception of 2007, NFRA maize purchase prices 
have been increasing in absolute terms.  
 
Figure 6: NFRA purchase prices and wholesale prices in main maize surplus areas in Tanzania (TZS per 
100kg) 

 
Note: shaded areas show usually the harvest period in uni-modal production areas 
Source: Barreiro-Hurle (2012), based on budget speeches & Ministry of Trade and Industry data 
 

3.3 Overview of other potential institutional buyers—private sector large 
traders  

In Tanzania, there is active private sector involvement in the procuring of local food directly from 
farmers and middlemen. Notable traders in the maize market are Mohammed Enterprise Tanzania 
Limited, Said Salim Bakhresa, Export Trading Group  and Prayosa International.  
 

4.3.1 Mohammed Enterprises Tanzania Limited  

Mohamed Enterprises Tanzania Ltd (MeTL), is one of Tanzania’s largest diversified conglomerates. 
Established in 1970, MeTL one of the oldest and most successful private companies in Tanzania. It  
has a strong presence throughout the country and has activities also in some SADC countries. 
Through its  diverse activities in the manufacturing, services and trading sectors, MeTL is estimated 
to employ at least 24000 persons in Tanzania.  
The company’s Mbezi maize milling plant in Dar es Salaam, is one of the largest maize milling plants 
in the country. The plant processes maize at a capacity of 300 mt a day to produce sifted maize flour 
known as Mo Sembe and Super Mo Sembe. 
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METL enjoys considerable cost savings by sourcing inputs across its wide range of activities. Strong 
relationships with financial institutions enable it to access finance easily for new projects. METL has 
significantly reduced the amount it spends on electricity by investing in alternative sources of energy 
using byproducts from its manufacturing operations. It has invested heavily in developing its supply 
chains, giving it flexibility and reliability of delivery in all circumstances. METL has made significant 
investments in its supply chain: it has developed a distribution system that operates over 150 trucks 
that have fixed daily routes in Dar es Salaam and the surrounding areas. The group operates over 100 
retail outlets across the country (Sutton and Olomi, 2012). 
Procurement model: MeTL uses its network of agents to purchase maize for its milling business and 
prefers a spot market. Thus payment is upon delivery of the produce. There seems to be no interest 
and effort on the part of MeTL to directly work with smallholder farmers and their associations.  
 

4.3.2 Said Salim Bakhresa Group 

With a turnover exceeding US$250 million per annum, the Said Salim Bakhresa Group of companies 
is one of the largest private firms in sub- Saharan Africa, employing over 2,000 people. The Group has 
its operations spread in Tanzania, Zanzibar, Uganda, Kenya, Malawi, Zambia and most recently in 
Mozambique. The group has investments mainly in Food and Beverages Sector, Packaging, Logistics 
and Real Estate. The group owns the Azam brand, a well recognized brand with a significant presence 
in the retailing sector of Tanzania. 
 
Flour milling is the major business of the company accounting for approximately 80 percent of the 
turnover of the Bakhresa group. The flour milling operation has a capacity of 1,750 mt of wheat flour, 
50 mt of maize flour and 50 mt of rice per day. During the field missions, the team visited one of the 
milling plants featuring state of the art milling technology and learnt that the company adheres to 
international standards of food safety and quality.  
Procurement model: For its milling business, Bakhresa sources maize and rice locally while it imports 
over 98 percent of its wheat requirements. The company buys maize and rice from distributors 
mainly from Ruvuma, Rukwa, Iringa and Uyole. Bakhresa uses its own vehicles and network of 
distributors to distribute its products (Sutton and Olomi, 2012). 

4.3.3 Export Trading Group 

The Export Trading Company (ETC) Group and its subsidiaries collectively known as Export Trading 
Group (ETG) is a leading agricultural commodity supply chain operator in East and Southern Africa. 
Founded in 1967, ETG is claimed to own and manage the most vertically integrated agriculture supply 
chain on the African continent. The company has presence in 26 countries in Africa and 40 
worldwide. Besides trading in agricultural products, ETG cultivates and processes grains including 
rice, wheat, soya beans and wheat. 
 
According to its 2012 annual report, ETG procured and distributed 1.4 million tonnes of 25 different 
commodities including maize in 2012 (FY2012). Of this stock, maize accounted for 17.5 percent of 
total volumes,  80 percent of which was procured at the farm gate level.   In Tanzania, ETG has 51 
permanent warehouses with a total capacity of 296 000 tonnes (ETG, 2012 pg 41). The specific 
figures or shares for maize stocks handled by ETG on an annual basis in Tanzania are not provided in 
the report. 
 
Procurement Model: ETG in Tanzania has adopted what it calls a “two way supply chain” in which it 
sources outputs from smallholder farmers and provides them with inputs mainly procured from 
Asian countries. The company in its dealings with smallholder producers claims to have a long-term 
focus aimed at receiving both financial and social returns. ETG works closely with village heads, local 
government officials and the Ministry of Agriculture to assist farmers with planning of their 
agricultural activities. Globally, ETG uses two models to link small scale farmers to markets: (i) pro-
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poor linkages that connect the smallholder to larger farm operations and (ii) through a network of 
year round and seasonal procurement centres, warehouses and silos.  The extent to which ETG uses 
these models for procuring maize in Tanzania is not clear. The farmer is paid cash on delivery (ETG, 
2012). ETG also controls its own transportation infrastructure and logistics (ibid) 
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4. IMPACTS OF P4P ON THE LOCAL MARKET AND PROSPECTS FOR UP-SCALING 

One of the issues of interest regarding the P4P initiative is whether it has had an impact on the 
development of local markets. Thus far, there has not been a systematic approach to measure 
accurately the impact of institutional buyers such as WFP on the domestic market.. This section 
highlights perceived impacts of the P4P initiative related to price, quality standards and participation 
of the private sector. SACCOS also noted positive spill over effects from supplying to a reliable buyer 
such as WFP, through improved repayment rates from farmers engaging in collective marketing of 
their produce.15 

4.1 Perceived impacts of P4P on local market prices 

A priori it is assumed that structured marketing can avail higher prices to farmers, thereby increasing 
their incomes and stimulating their increased productivity and investment. In Tanzania, farmers gave 
testimony that they believed P4P had led to improvements in the prices paid to smallholder farmers. 
They noted using WFP prices to negotiate for higher prices with private traders. Prior to P4P, traders 
were thought to have a have an upper hand in negotiating prices due to lack of information at the 
farm-level. Figure 7 seems to support this notion and depicts a close relationship between WFP 
prices offered to FOs and prices in the local market of Dodoma from 2009 to 2012. However, it is 
difficult to attribute causality to the program and to ascertain the direction of this causality void of 
rigorous impact evaluation techniques that would collect data from participating and non-
participating farmer groups16. Likewise, not much can be said about the impact of the P4P initiative 
on consumer prices. 
 
Impact analysis is further complicated by the non-linear relationship between price and amount sold. 
For instance, when prices are higher, some farmers may choose to sell less and retain more produce 
for their own consumption because they earn enough money by selling a reduced portion of their 
produce at the new higher price. 
 
Figure 7: P4P price versus Domestic price in Dodoma region 

 
Source: Author’s compilation with data from P4P Tanzania and RATIN 

                                                           
 
15

 There was no evidence obtained to support this view. 
16

 Based on the research undertaken for this case study it was not possible to draw causality conclusions. 
However, WFP is monitoring and evaluating progress in the country with a baseline study performed in 2009 
and FO surveys each subsequent year. In 2013 the 3

rd
 survey was completed and also a data collection exercise 

was performed to capture FO’s sales beyond WFP. 
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4.2 Impacts of P4P on maize quality standards 

P4P participating farmers are trained on producing and maintaining good quality maize.  The WFP 
required standards are similar to those used by the Tanzania Bureau of Standards for traded maize. 
Also NFRA has adopted quality standards similar to WFP. However, there are some traders who 
operate in the local market with no considerations for different grades of maize, mainly using visual 
inspection to procure from farmers. Since the latter are a dominant force in the market, the P4P 
initiative has had limited effect in making the market responsive to produce of differing quality.  

4.3 Impact on private trade 

After their experiences with P4P, farmers now regard traders as exploitative. While this could be true 
in certain circumstances P4P heavily subsidises costs incurred by farmer in bringing their produce to 
markets. For instance under the soft tender, WFP provides bags and will pay for inspection and 
fumigation of produce. Eliminating the numerous small scale traders may further concentrate the 
marketing of maize to a few buyers that may in future facilitate “cartel” like behaviour leading to 
more exploitation. As such, structured marketing may have the unintended consequence of crowding 
out private traders particularly small scale traders that may be performing critical tasks necessary for 
the value chain. Furthermore, presence of an institutional buyer for staple crops may displace people 
involved in the informal sector trading in grains. In countries such as Tanzania, this segment of 
society can be significant.  
 
Therefore, it is imperative to undertake a comprehensive assessment on the potential impacts of 
structured marketing of staple crops on all the actors involved in the value chains and devise 
strategies for mitigating negative impacts. 
  

4.4 Potential for up-scaling the P4P Initiative 

This section explores potential for uptake of the P4P model as a whole or some of its elements by 
other institutional buyers in the maize market in Tanzania.   
 
Given the high administrative costs related to procuring from farmer groups, the NFRA seems to be 
better placed among other large buyers to apply the P4P model in its maize purchases. Two factors 
makes NFRA well positioned to take up the model. First, NFRA already follows quality standards 
similar to those of WFP. Second, NFRA operations are spread throughout the country through its 
buying centres. As an arm of the government, NFRA can easily attract donor funding to support 
capacity development of smallholder farmers and their associations.  At the time of the mission, the 
NFRA lacked the flexibility to negotiate prices with farmers and the human resources to perform 
capacity development of groups. Since SACCOS are at the moment not ready to supply large 
quantities, there is room for NFRA to target applying the P4P model in select regions with a learn by 
doing process. 
 
Like in many countries, WFP-Tanzania would like to see the gradual uptake of its school feeding 
programme by the government of Tanzania. While this move in principle may present opportunities 
for smallholder farmers if promoted as a home grown school feeding programme, traditional public 
procurement practices block participation of farmer organizations. Therefore, there is need for 
concerted efforts to adjust the public procurement framework to cater for smaller quantities 
possible for smallholder farmers. Alternatively, public procurement of staples could allow sub-
contracting of traders from FOs or better still make it mandatory. 
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In its implementation, P4P has tested the use of competitive procurement modalities for purchasing 
produce from smallholder farmers. During the field mission, the team asked buyers and other key 
informants about prospects for scaling the P4P initiative in the country. A principal question was 
whether they would consider using soft tenders or forward contracts with farmer organizations. 
Private traders professed unwillingness to engage in forward contracts with farmers stating that spot 
markets were more suitable for their business model. Through their long history in the market and 
diversity of their business lines, they prefer working through their already established networks of 
agents. Forward contracting is a relatively new procurement model for food crops and results from 
buyers that have experimented with it are mixed, exacerbating concerns of private traders to engage 
in it.  The main issue with forward contracts is significant volatility of maize prices leading farmers to 
side-selling when traders offer a higher price. The NFRA as a public institution is constrained by the 
public procurement regulatory framework to avail of such a tool. 
 
On the other hand, most of the well established institutions such as the NFRA, WFP and other large 
private establishments such as Salim Bakresa are familiar and have used open tenders to procure 
goods and services.  However, generic tenders often require pre-financing by the supplier and are 
associated with complicated procedures less conducive to smallholder organizations. Besides, the 
smallholder associations will have to compete with big companies, who have economies of scale, 
strong logistics, and the finance to supply goods in a cost effective manner.  
 
Private traders also consider themselves less suited to provide services to smallholder farmers. 
However, some of the traders are deepening their relationships with smallholder producers to have a 
better grasp of their supply chains. For example the Export Trading Group (ETG) has added a capacity 
building component to its business model aimed at transforming farmers to entrepreneurs in the 
agricultural sector.  Furthermore, ETG supports farmers in their chains by constructing warehouses in 
locations close to the supplying farmers thus reducing post-harvest losses in the process. ETG works 
closely with village heads, local government officials, ministry of agriculture and farmer unions in 
remote areas to create market access and job opportunities for those living in rural communities. 
ETG would like to continue to deepen its direct purchasing relationship with small-scale farmers. The 
ETG model needs to be assessed and compared with P4P to explore potential synergies and cross 
fertilization of the models for replication or up-scaling in Tanzania and other countries. 

4.5 Potential for FOs supplying to retailers and supermarkets 

FOs in Tanzania have not been very successful in supplying agricultural produce to retailers such as 
Shoprite. Discussions with one of the Procurement Managers at Shoprite—a South African retail 
chain, revealed that despite the Company’s policy to procure 70 percent of its produce locally 
Shoprite had managed to source produce only from large scale farmers and large traders such as 
Bakhresa Group (owners of the Azam brand). Two main issues were highlighted regarding efforts to 
source from smallholder producers: (i) their limited capacity to supply a consistent quantity and 
quality overtime and (ii) tastes and preferences of consumers that seem more inclined towards 
imported goods than locally produced goods.  
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5. CONCLUSIONS  

Maize is the mostly widely grown crop in Tanzania, produced by almost all smallholder farmers. 
Nationally, smallholders produce 98 percent of total maize production. Farmers have  traditionally 
engaged in fragmented marketing of their maize surplus to private agents/traders/millers and NFRA. 
Since 2009, a limited number of farmer groups have collectively marketed maize and beans to WFP 
through the P4P initiative.  
 
WFP’s P4P procurement model from farmers is very unique in the sense that, procurement is not the 
sole objective for this approach but a learning path  for farmers to improve upon collective marketing 
as a group, to understand and  implement the usage of the warehouse receipt system, to improve 
upon the quality of their  produce and reduce post-harvest losses. While the National Food Reserve 
agency and other large traders are procuring also from farmers, they do not provide a 
comprehensive package on building the capacity of farmers with regards to aggregating, post-harvest 
and the day to day management of their business. The private large traders  have invested heavily in 
cleaning and drying machines and have created a model which ensure efficient delivery of their 
needs, hence their reluctance to provide capacity development services to farmers/ farmer 
organizations. Although this is the case at the moment, some institutional buyers and large traders 
such as Dunduliza and ETG Trading Company have started to get involved in providing services to 
smallholder farmers. For example Dunduliza has provided improved seeds and extension services to 
some of the P4P farmer groups, while The Export Trading Company (ETG) through an IFC loan in 2010 
constructed warehouses in designated communities close to the farmers as well as provided services 
with regards to reducing post-harvest losses. The beneficiary farmers for ETG in 2010 were producers 
of pigeon pea, sesame and cashew nuts.    
  
The P4P program in Tanzania has generated useful insights for WFP and other stakeholders in the 
maize value chain on the dynamics of procuring from smallholder farmers. Through the initiative, 
farmers have experienced alternative purchasing models different from spot contracts applied by the 
majority private traders. WFP has also introduced farmers to weight measures as opposed to volume  
measures for maize purchases. A significant milestone achieved with the P4P approach, is the 
standards  and quality of grains produced by the farmer groups under the P4P initiative.  Even as 
smallholder farmers in Tanzania have been trained on producing quality cereals by WFP, the 
prevailing marketing environment where they off load the bulk of their produce has no 
considerations for produce of differing quality. This raises questions on the future ability of farmers 
to maintain good quality produce after P4P phases out.  
 
Most of the insights generated by the P4P initiative have been on supply side issues. There is still a 
wide gap of information regarding demand side dynamics. It is important to understand the profiles 
of various institutional buyers and their requirements. In line with predictability of demand, the 
performance of the P4P in Tanzania is partly influenced by the inability of the agency to forecast both 
its funding opportunities and  magnitude of food aid requirements.  WFP can be a reliable buyer of 
staple crops if donors can commit funding for multiple years rather than annually as it is the current 
practice. In such instances, WFP can be in a position to forecast/plan its purchasing intentions and 
timing. 

5.1 Opportunities and challenges  

Tanzania has a great potential to increase its maize productivity and be a bread basket for the East 
African region. There is always demand for maize in its neighbouring countries particularly Kenya.  
Additional opportunities relate to the global demand of maize as a source of bio fuels. However care 
must be exercised so as not to compromise food security in the country.  
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Issues that currently impede smallholder farmers’ access to structured markets for maize in Tanzania 
include poor access to finance, storage facilities and market information and intelligence. The 
position of smallholder farmers as participants of structured markets is further weakened by their 
pressing need to meet household immediate cash needs following the harvesting period and poor 
transport infrastructure.  
 
Lack of credit and higher interest rates is a major constraint that farmers face throughout Africa and 
Tanzania is no exception to the list.  This particular situation creates gaps in the value chain and can 
disrupt the effectiveness of production and collective marketing. The availability of credit facilities for 
farmers and input dealers as well as the various actors in the value chain, can increase the profit 
margins for farmers. The involvement of WFP through the P4P initiative at warehouse receipt 
systems has attracted various financial institutions to engage in agricultural marketing. The main 
challenges related to financing concern the credibility of SACCOS, limited number of certified 
warehouses, and price instability/ un predictable cycles of the underlying commodities. Since maize 
production in Tanzania is rain-fed, it is susceptible to natural shocks. 
 
The warehouse receipt system for grains when fully developed stands to benefit both sellers and 
institutional buyers. For WFP, it would reduce the risk of contract default and enhance participation 
of farmer organizations and their access to other services such as finance. 
    
At the macro-level, there is therefore a need for the government to clearly define the role of central 
government  as well as that of the regional and district level governments. The government has in 
the past announced availability of subsidized fertilizer but many farmers lack the know-how of how 
to avail this benefit. Moreover, institutions such as TBS and TFDA that support standards and food 
safety have overlapping mandates.  
 
Structured marketing is not a panacea for linking smallholder producers to markets and may lead to 
consolidation of the market, negatively impacting other actors in the value chains and distorting the 
traditional relationship that exist between small traders and the farmers.   
 
Concerning other avenues for smallholder farmers to collectively market their produce. They are 
often unable to sell their produce directly to public institutions such as schools due to stringent 
provisions in the public procurement system. Inability of farmer organizations to fulfil contractual 
obligations often results from seasonal production constraints and logistical problems. Therefore, 
before thinking about replication or scaling-up any of the models, it is important to gain additional 
insights into (i) volumes of maize and other commodities that farmers can aggregate and when, as 
well as look into (ii) distribution systems and support services that are available and their associated 
costs.                                                                   

5.2 Areas of potential technical support from FAO for up-Scaling the P4P 
initiative 

FAO can potentially make significant contributions in follow-up activities to the first phase of P4P in 
Tanzania through its various Divisions that are tackling related issues. 
 
First, most of the P4P activities relate to strengthening the collective capacity of smallholders to 
aggregate in order to meet the quality and quantity requirements of WFP and other formal buyers.  
The capacity development approach employed in the P4P initiative has been ad hoc across the 
countries with varying levels of quality of service provision – depending on the partner contracted to 
work with the FOs.  As the approach has not been institutionalized or up-scaled across the 
agribusiness services sector, the results may also be short-lived and not sustainable. Possible FAO 
interventions include the development of a uniform programme of FOs training for P4P II customized 
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for specific staples markets and adaptable to country context,  based on a consolidation of all of the 
training materials and officer expertise that the Rural Infrastructure and Agro-industries Division 
(AGS) has accumulated over the last decade on the topic of strengthening FO’s role in value chains.  
To ensure that the approach has buy-in from public and private institutes and service providers, and 
to accelerate its impact on the professionalization of FOs in these markets, FAO will work with 
relevant ministries and institutions (ministries of agriculture, cooperatives, education, commerce, 
agricultural universities and technical colleges to identify activities of support for upgrading the 
service provision on agribusiness for the sector.  
 
Second, the existing opportunities in the agriculture sector of Tanzania can be enhanced if efforts to 
add value to commodities are strengthened. However, most of the agricultural produce in Tanzania is 
not processed and is marketed in raw form with little or no value addition. This is particularly true for 
maize that is mainly milled into flour yet in other countries like Mexico, maize is used to produce an 
assortment of snacks and other edible products. Agro-processing will possibly provide an opportunity 
for increasing incomes and creating jobs through expansion of forward and backward linkages in the 
economy. In light of this, development of agro-enterprises is crucial and has the potential for 
providing employment through activities such as handling, packaging, processing, transporting and 
marketing of food and agricultural produce.  
 
A third area of intervention relates to agricultural policies and strategies. It was evident from the 
field consultations that policies and institutions affect the functionality and performance of markets. 
In Tanzania, a major policy issue for the maize market has been the export ban on maize and the 
unclear roles of NFRA and the Cereals Board in the market. FAO through its Agricultural Development 
Economics Division (ESA) has been examining incentives and disincentives associated with marketing 
select crops including maize through the lenses of existing country policies. The project coined 
“Monitoring African Food and Agricultural Policies in African countries project (MAFAP)”  and funded 
by the Bill and Melinda Gates Foundation can thus inform debates in this realm and facilitate 
dialogue among key stakeholders.  Through this project, FAO is already working with key national 
partners in Tanzania and could be a conduit for addressing some of the policy issues identified in 
phase 1 of the P4P initiative.  
 
Due to resource constraints, farmers may not have the ability to spontaneously increase their 
productivity, hence it is important that P4P and other institutional buyers such as the NFRA align 
their efforts with FAO’s Plant Production and Protection Division (AGP) that has examined strategies 
for sustainable crop production intensification and developed sub-sectoral strategies for the main 
food security crops. 
 
FAO’s Farmer field schools could be an avenue for disseminating improved technologies to increase 
production. One of the new strategic objectives of FAO is to reduce rural poverty and will tackle ways 
of including youth in agriculture. While P4P has tackled the empowerment of women, follow-up 
activities should consider participation of youth in these structured markets. Junior farmer field 
schools already introduced by FAO in Tanzania offer this opportunity. 
 
FAO’s key strengths to support Tanzania in addressing these priority elements relate to the 
Organization’s leading ability to convene many stakeholders in the public and private sector to 
facilitate and technically guide the process of planning related interventions in the most coordinated 
manner. Given FAO’s exposure to the context of many countries and its interdisciplinary technical 
staff, it is also well positioned to generate, manage, and disseminate knowledge on innovative good 
practices from the P4P initiative that can be adapted and applied elsewhere. 
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ANNEXES 

Annex 1: List of key informants 

No Name Affiliation Title 

1 Banwari Jhawar ETG, Export Trading Group Marketing Executive 

2 Griffin Murray ETG, Export Trading Group 
Head of Corporate Strategy 
Department  

3 Soren Dalsgaard FAO Tanzania Chief Technical Adviser  

4 
Michael 
Winklmaier FAO Tanzania Chief Technical Advisor- SHFS 

5 Raphael Laizer  FAO Tanzania — 

6 Peniel Uliwa Match Maker Associates Ltd Director/ Principal Consultant 

7 Aberhard 
Mbepera 

Ministry of Agriculture Food Security and 
Cooperatives  Principal Cooperatives Officer  

8 Revelian S. Ngaiza Ministry of Agriculture Food Security and 
Cooperatives  

Agricultural Economist 

9 Vriji  Mohammed Enterprises Tanzania 
Limited 

— 

10 Lee Rosner NAFAKA (Tanzania Staples Value Chain 
project) 

Chief of Party 

11 Martin E. Mason NAFAKA (Tanzania Staples Value Chain 
project) 

Deputy Chief of Party, 
Morogoro 

12 Charles Walwa National Food Reserve Agency (NFRA) Chief Executive Officer 

13 Anna G. Ngoo National Food Reserve Agency (NFRA) NFRA Director of Planning & 
Operation 

14 Praveen K. 
Maleshgari  

Prayosa Ltd  — 

15 Abel Lyimo 
Rural Urban Development Initiatives 
(RUDI) Chief Executive Officer (CEO)  

16 Rajesh K. Nair Said Salim Bakhresa & Co. Technical Manager 

17 
Arvind Kumar 
Shukla Said Salim Bakhresa & Co. Director Milling  

18 Matthew Kaubo 
Shoprite Supermarkets, Nyerere Road, 
City center  Procurement Manager 

19 Sylvester Ngenzi Stanbic Bank, Dar es Salaam Manager- Agricultural Banking 

20 
Tumaini V M 
Mtitu Tanzania Bureau of Standards  (TBS ) 

Process Technology Standards 
Manager 

21 Leandri Kinabo Tanzania Bureau of Standards (TBS ) Head of TBS 

22 
Mathias 
Missanga Tanzania Bureau of Standards (TBS ) Standards Officer 

23 Hiiti B. Sillo Tanzania Food & Drugs Authority (TFDA)  Director General 

24 Justin D. Makisi Tanzania Food & Drugs Authority (TFDA)  
Manager- Food Inspection and 
Enforcement 

25 
Elizabeth 
Kimambo 

Tanzania Warehouse Licensing Board 
(TWLB)    Chief Executive Officer (CEO)  

26 
Nicolaus F. 
Kaserwa 

Tanzania Warehouse Licensing Board 
(TWLB)    Credit Specialist 
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27 Van Hoan Nguyen WFP Rome Food Technologist  

28 
Dominique 
Leclercq WFP Tanzania P4P Programme Coordinator 

29 
Willbroad 
Karugaba WFP Tanzania P4P Programme Assistant 

30 Inka Himanen WFP Tanzania 
Head of WFP  Programme Unit 
a.i. 

31 Bahre Gessesse WFP Tanzania 
Head of Logistics & 
Procurement  

32 
Mahamud 
Mabuyu WFP Tanzania Logistics Officer 

33 Juvenal Kisanga WFP Tanzania VAM Officer 

34 
Marina 
Negroponte WFP Tanzania Programme Officer 

35 
Ferdinand 
Rwehumbiza WFP Tanzania National Logistics Officer 

36 Evelyn Mkanda WFP Tanzania Procurement Officer 

37 
Ramon A. 
Fernandez WFP- Tanzania Logistics Officer (Shipping) 
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Annex 2: List of Tanzania P4P SACCOs 

 
P4P SACCOs  

  Regions Districts Village SACCOs 

1 Kilimanjaro Hai Kware  Kware  
2     Shirimgungani Jitegemee 

3 Manyara Hanang Masakta  Usomama 

4 Babati Gallapo Gallapo 

5 
 

Qash  Meqbami 

6 Mbulu Bashay Didihama 

7 Arusha Karatu Slahhamo Mbulumbulu Umoja SACCOS 
8     Getamock Mahahaa 

9 Kigoma Kigoma Kandaga Kandaga 

10 
 

Nyanganga Upendo  

11 Kasulu Rusesa Rusesa 

12 
 

Nyenge Umoja 

13   Nyakitonto Wanyamu 

14 Kagera Ngara Kashinga Nyakisasa 

15 
 

Kumubuga Kumubuga 

16 Karagwe  Nyakakika Chakanya 

17 
 

Kibimba, Omukagoando Kiosa 

18 
 

Kaisho Kaisho 

19 
 

Kituntu Kituntu 

20 Dodoma Kongwa Kibaigwa Kibaigwa 

21 Kondoa Kondoa town Mkombozi Soko Kuu 

22 
 

Mrijo Mkombozi Mrijo 

23   Kwamtoro Kwamtoro 

24 Singida Iramba Shelui Jipe Moyo 

25   Mwangeza ward Muhangu 

26 Tabora Urambo Mwongozo Mwongozo 

27   Kashishi Tujikomboe 

28 Iringa Njombe Igongolo ward Ibumila 

29 Rukwa Subawanga Laela Laela 

30 Ruvuma Songea Wino Wino 

Source: WFP internal documents 
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Annex 3: P4P implementation areas and the regional food security profiles 

 
Source: WFP, 2013 
Annex 3 presents the food security profile in the country and indicates the location of the SACCOs 
participating in the P4P initiative. The colour density  reflect levels of food (in)security – the greener 
the colour the high the percentage of household  who are food secure based on food consumption 
scores (one of major indicators currently used to measure level of food insecurity.) Conversely, the 
lighter the colour the lower the percentage of household considered food secure based on the same 
indicator. The legend therefore shows proportion of households in each region considered to be food 
secure by having acceptable levels of consumption level. Dodoma region for example has nearly 30 
percent of its  households whose food consumption scores are not acceptable hence it is one of the 
food insecure areas in the country. Important to note is WFP/P4P’s presence in both food insecure 
and food secure regions – a reflection of the corporate shift from a food aid to a food assistance 
organization. 

Prepared by VAM February 
2013 
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Annex 4: Capacity development of farmers by RUDI under the P4P Initiative 

 
2009- 2012 
 
Commodity management training  
a) Quantity and Quality management  
b) Warehouse Management,  
c) Pest Control and  
d) Commodity documentations  
 
Post Harvest Management and Competitive Market  skills                                                                                                                                                      
a) Formation and strengthening of groups  
b)leadership and good governance;  
c)entrepreneurships and basic business management skills; 
d)post harvest management;  
e)warehouse management;  
f)warehouse receipts system  
 g) Adult facilitation skills and  
h) Doing business with WFP 
 
Leadership and Strategic Plan Training   
 a) Warehouse Receipt System  
b) Duties and responsibilities of market structures and SACCOS  
c)Preparations of Business plan and credit engagement  
d)Accounting systems  
e) Preparation of strategic plan 
 f) Doing business with WFP 
 
ToT Training to Selected FO members   
a) Farm to Farm training and adult facilitations skills  
b) Post harvest management   
c) Negotiations skills  
d) Commodity contracts  
e) Management of warehouse receipts system 
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Annex 5: WFP P4P bimodal seasonal calendar 
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