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ABSTRACT
The impact of international trade causes challenges on the coffee industry. These challenges include: the increase in the running production costs in coffee industry and low level of application of inputs. The collected data were verified, coded and analysed by using statistics analysis, the least square method  and time series analysis in the form of linear equation to reveal that there is increased import dependency that  makes the price of the foreign currency to be highly demanded, hence increasing the running production costs in the coffee industry. This linear equation gives the economic relationship between the exchange rate for foreign currency and domestic currency, and that the running production costs in coffee industry increases as the required inputs in coffee industry are imported at a very high price, and therefore to cause the decline in production of coffee. In order to revive coffee industry, import dependency must be reduced by utilizing fully the available resources. The strategy that would reduce the adverse impact of international trade and improve the price of coffee, availability of agricultural inputs, replacement of aged coffee tree, proper management of coffee farm activities, economic infrastructures, as well as, the provision of credit to alleviate the financial constraints to import the capital goods in coffee industry at the fair exchange rate. The strategies would then include economic diversification and the adoption of the indigenous technology and innovation by applying the natural pesticides and organic fertilizer like dung manures to reduce the adverse impact of international trade. Also, the government should exploit gas-utilization at capacity to enable the coffee processing industries to reduce the importation of oil, the approach that would reduce import dependency in coffee industry. 
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[bookmark: _Toc366039573][bookmark: _Toc366087123][bookmark: _Toc366087429]CHAPTER ONE
[bookmark: _Toc366039574][bookmark: _Toc366087124][bookmark: _Toc366087430]1.0 INTRODUCTION
1.1 [bookmark: _Toc366039575][bookmark: _Toc366087125][bookmark: _Toc366087431]Background and Context
The purpose of this thesis is to study the impact of international trade on coffee industry. The decline in coffee production in Kagera region, and Tanzania as a whole, and in connected with fluctuating prices of coffee products, the increase in running production costs in coffee industry because of the required capital goods to be imported at a very high prices due to the price of a foreign currency, for instance a dollar in terms of Tanzania currency to be highly demanded that influencing the coffee industry in a developing country like Tanzania to be the import dependency. This implies that the coffee importing (developed) countries gain something at the expense of coffee exporting (developing) countries by taking more goods than they provide or by buying the coffee products they obtain too cheaply and selling the capital goods they provide at too high price (Emmanuel 1986). On the other hand, increase in the demand for foreign currency, raises the price of the foreign currency by depreciating the Tanzania currency in the world market, which is the major focus of the issues addressed in this thesis for the year 2002- 2011. 

In Tanzania, the demand for a dollar to import the required capital goods like fuel has been growing rapidly and quite often making the price of a dollar in terms of Tanzania currency to increase from Tsh 871/= in 2001/2002 to Tsh. 1459/= in 2010/2011. Meanwhile, the price of diesel per litre increased from Tsh. 670/= in 2001/2002 to Tsh 2230 in 2010/2011 resulting in fuel products and other capital goods to be imported at a very price.
Currently, the production and the price of coffee industry in Kagera region and in Tanzania as a whole has been experiencing wide fluctuations due to the impact of international trade on the coffee industry. That, International trade between the coffee exporting (developing) and  the coffee importing (developed) countries is accused of dictating the exchange terms of the coffee exports to be traded very cheaply in the sense that the developing countries were and are still exporting coffee products in the developed countries at the lower prices, resulting in the decline in coffee exports. 

In connection with such phenomenal situation, the previous study by Haidari A., (2010) showed that Tanzania experienced the decline in value of traditional exports and increase in volume and value of imports. On the other hand, the development of coffee industry was retarded by the decline in coffee export from 56,595.8 tons in March 2011 to 37,712.7 tons in March 2012 (off season) (Lunogelo, 2012). This was due to the shortage of inputs in the coffee industry because of the increased prices to import spare parts, intermediate products and other essential equipment required in coffee industry. 

Because of the adverse impact of international trade on coffee industry, both coffee growers and processors in Kagera region were facing the problem of price fluctuation, for example,  the farmers reduced to take care of their coffee farm due to the decline of the price of robusta in the world market from 1.569 USD per kg in 2007/2008 to 1.2532 USD per Kg in 2009/2010, resulting in the production decline of robusta from 18,533,013 kg in 2000/2001 to 11,467,142 kg in 2009/2010 in Tanzania (Review of coffee, TCB 2010).  
Therefore, the decline in coffee-price levels undermine the income of the household in Kagera region, the income which can be used to increase consumption, investment and expenditure levels particularly on education and healthy services, apart from acquiring the required inputs to improve their standard of living and coffee industry as a whole.

1.2 [bookmark: _Toc366039576][bookmark: _Toc366087126][bookmark: _Toc366087432]Problem Statement
Although the government was putting effort to improve coffee production in Kagera region, still there was a decline in coffee production.  Since the price of coffee is determined by the importers and the exporters have little or no say. Therefore, this study aimed at examining the contribution of the international trade on the decline of coffee production in Kagera region.  Among the areas which influence the production and price of coffee, include fluctuating prices of coffee, the running costs in coffee processing industry such as the Bukop coffee factory, the infrastructures and inputs required in coffee production and the extent to which the available resources are utilised.  Thus the study assessed the impact of international trade to the development of coffee production in Kagera region.

[bookmark: _Toc366039577][bookmark: _Toc366087127][bookmark: _Toc366087433]1.3.	Research Objectives
[bookmark: _Toc366039578][bookmark: _Toc366087128][bookmark: _Toc366087434]1.3.1   Main Objectives 
The main objective of this study is to examine the impact of international trade on coffee industry in the areas of price in foreign currency, running production costs of coffee processing industries, the level of application of inputs, the factors that can promote the coffee industry.
[bookmark: _Toc366039579][bookmark: _Toc366087129][bookmark: _Toc366087435]1.3.2        Specific Objectives
i.	Determine the price of the foreign currency in terms of Tanzanian currency in the coffee industry
	Identify whether the exchange rate of Tanzanian currency in terms of foreign currency favour the coffee industry. 

ii. Identify factors related to the running production costs in coffee processing industry
	To identify whether the factors related to running production costs like spare parts, oil/fuel,  intermediate products and other input are available at the lower cost in coffee processing industry and therefore to stimulate the coffee production.

iii. Determine the level of application of agricultural inputs in coffee plantation
To determine whether the agricultural inputs produced by agro- industries  like fertilizers, pesticides and herbicides are used by coffee growers to increase coffee production. This is because the agro- industries import fuel and other equipment at a very high cost.

iv. Identify the parameters that encourage the coffee production.
Identify the factors that encourage (incentives) the coffee production. These factors include the economic infrastructures, level of education and technology, incentives, recruiting and training the labour force, the selling price level of the coffee product per kilogram, credit provision, and storage facilities

1.4 [bookmark: _Toc366039580][bookmark: _Toc366087130][bookmark: _Toc366087436]Significance of the Study 
The study is very significant to farmers and coffee processors on one hand, and to the government on the other. To the farmers and coffee processors, the study is significant in the sense that it reveals the necessity for them to put efforts by utilizing fully the domestic resources and be able to improve and increase the coffee production because of the forward and backward linkages within the agricultural and industrial sectors.  In many cases, the study is significant to both manufacturing and agricultural sectors to alleviate and eradicate poverty by creating employment opportunities on a large scale and acquisition of transfer of technology.

To the government, the study is significant to improve the performance of internal sectors of the economy, particularly the agricultural and industrial sectors by regulating the corrective policy instruments, and enforce the protective and preventive measures to achieve the output. The study is also significant to the government to improve the socio-economic infrastructures especially in rural areas, extending the market networks and incentives to influence and promote the coffee industry. 

The study is also highly significant to the international liquidities like International Monetary Fund (IMF) and the World Bank (WB) because the efforts of farmers, coffee processors, government and non government sectors as a whole, to improve the coffee industry will also depend on the broad based improvement of the International Monetary system to enable the international trade to operate fairly particularly in developing countries, which experience unequal exchange of exports and imports due to the unpredictable fluctuation of the commodity prices in the world market to devalue the domestic currency.  

[bookmark: _Toc366039581][bookmark: _Toc366087131][bookmark: _Toc366087437]1.5 Statement of Hypothesis
[bookmark: _Toc366039582][bookmark: _Toc366087132][bookmark: _Toc366087438]1.5.1 Hypothesis 1
Import dependency in coffee industry increases as a price of a dollar in terms of Tanzanian currency increases by this hypothesis, it is assumed that the coffee industry is the import dependency that increases the demand for foreign currency on the equilibrium exchange rate, and in turn to raise the price of the foreign currency by depreciating the Tanzanian currency in the world market. 

That, as the price of the foreign currency rises in the market, the more coffee products are exported very cheaply and less capital goods are imported very expensively and in a long term to cause the poor performance in the coffee industry. Also, the above hypothesis implies that an unfavorable term of trade in   coffee industry was caused by the price of the imports to exceed the price of exports. By this hypothesis, it was assumed that there was a tremendous fluctuation of the index of export prices and index of import prices for the given two materials; export and import. 

Taking into consideration the price of 1 kg of coffee (export) and the price of 1 litre of fuel (import) in the world market. This assumption also taking into accounts the fuel to be the common import commodity for any industry. On the other hand, an increase in oil prices deteriorates the trade balance of the developing country like Tanzania and lead to a sharp contraction in domestic absorption, intensifying the impact of global trade and force inflation upward. The increase in oil prices has a spiral effect on transport costs, which in turn, lead to increase industrial production costs. This phenomenon raise the price of goods produced domestically and cause other sectors of economy to raise the service charges

As a result, the problem is frequently cited as a contributing factor among others to economic difficulties on the part of Tanzania due to unfavourable terms of trade. That the price of imports such as fuel and other intermediate products are recorded to rise, while the prices of coffee exports and other cash crops are recorded to decline.

[bookmark: _Toc366039583][bookmark: _Toc366087133][bookmark: _Toc366087439]1.5.2 Hypothesis 2
Increase in running production costs in coffee processing industry increases as required in puts are imported at a very high price; the hypothesis was the theme that the running production costs in coffee processing industry increases as required inputs like spare parts and other equipments are imported at a very high prices. 

[bookmark: _Toc366039584][bookmark: _Toc366087134][bookmark: _Toc366087440]1.5.3 Hypothesis 3
Increase in the level of application of agricultural in puts in coffee plantation   increase the coffee production; by this hypothesis, it is assumed that low level of application in coffee industry like fertilizers, pesticides and herbicides are the factors to decrease the coffee production.
[bookmark: _Toc366039585][bookmark: _Toc366087135][bookmark: _Toc366087441]1.5.4 Hypothesis 4
Increase in coffee production depends on the multidimensional factors; the multidimensional factors refer the selling price level of the coffee product per kilogram, economic and social infrastructures, marketing networks, storage facilities, credit provision, age distribution and education levels.  Therefore, the underlying theme in the above hypothesis implied the prices the farmers were receiving by selling coffee was to be stabilized and raise the income of the farmers.  This strategy was an incentive to stimulate the farmers to extend the coffee plantation for more production, which then was the input of the coffee processing factories to increase coffee exports. Also the hypothesis implied that improving the economic infrastructures such as roads and transport facilities, communication networks, water and power supply to lower the cost of production in both Coffee plantation and coffee processing industry. 

Therefore, the commodity price in the market would be lowered because of the minimum cost of production and so to increase the internal and external consumption of the coffee product, and in turn to increase the coffee exports to meet the consumption level. Then, the investment in coffee industry through the improved economic infrastructures could solve the rural urban migration problem, by which the manpower was self employed in coffee farms and coffee processing activities to increase the coffee production.

The improved market networks with the storage facilities would lessen the crop damages and would increase the quality of the crops within the field of study.  This would increase the exports and output and be competitive to earn foreign exchange and overcome the balance of payments problems in the world market. The credit provision would enable the coffee producers in the agricultural and industrial sectors to get the inputs such as fertilizers, pesticides, herbicides, working tools, intermediate products and other vital ingredients especially in the coffee industry through the financial institutions. 

[bookmark: _Toc366039586][bookmark: _Toc366087136][bookmark: _Toc366087442]1.6 Scope of the Study
This study was conducted in among 80 house holds (coffee growers) in Bukoba district, Kagera region .The particular wards in Bukoba district in which the study was conducted included Bugandika, Katoma, Kanyigo, Maruku and Misenye (Kasambya). Also, the study included the top officers working with the coffee processing industry, Bukop curing plant in Bukoba urban. The study focused the impact of international trade on coffee industry.

[bookmark: _Toc366039587][bookmark: _Toc366087137][bookmark: _Toc366087443]1.7 Organization of the Study 
Chapter one discusses the impact of international trade on coffee industry. Then, the chapter identify the statement of problem, discusses objectives, significance of the study, together with hypothesis and scope of the study. Chapter two of the thesis deals with review of literature, basing on the theory of international trade, taking into consideration on the adverse effects of international trade on the theory of unequal exchange of good between the coffee exporting (developing) countries and the coffee importing (developed) countries. Chapter three deals with the research methodology, using the least squares regression analysis in the form of linear function to determine the economic relationship between the key variables; the foreign currency variable to be an input X and the domestic currency variable to be an output Y since the price of a foreign currency in word market was assumed to  be a factor input  that would be required to import the capital goods required in the coffee industry or other industries. Moreover, this section comprises research design, location, sample size, sampling technique, research tools used to analyze the data collected and limitations of the study.

In chapter four, the thesis interprets the results and discussion and as detailed in chapter three, the thesis proved that, the increased price of a dollar in terms of Tanzanian currency in the world market intensified the import dependence by increasing the running production costs in the coffee industry. Chapter five, the thesis concludes the results and finding obtained in chapter four to reveal areas for further research. 
[bookmark: _Toc366039588][bookmark: _Toc366087138][bookmark: _Toc366087444]
CHAPTER TWO

[bookmark: _Toc366039589][bookmark: _Toc366087139][bookmark: _Toc366087445]2.0 LITERATURE REVIEW

[bookmark: _Toc366039590][bookmark: _Toc366087140][bookmark: _Toc366087446]2.1 Theoretical Literature Review
[bookmark: _Toc366039591][bookmark: _Toc366087141][bookmark: _Toc366087447]2.1.1 Concept of International Trade
International trade refers to the exchange of goods and services between one country and those of the rest of the world. This exchange takes place because of differences in cost of production between countries, and because it increases the economic welfare of each country by widening the range of goods and services available for consumption. The differences in factor endowments cause differences in the price of goods and services from one country and another. For example, a land abundant country like Tanzania produces coffee for exports, while a country like Japan endowed with large capital, high level of skills and technological innovations produces tractor or other agricultural inputs. Therefore, international trade is based on the principles of profits or gains obtained from trading (Owino, 1988). In the other world, Tanzania exports coffee product to fetch better prices and import tractor or agricultural inputs because it is relatively cheaper in the world market.

[bookmark: _Toc366039592][bookmark: _Toc366087142][bookmark: _Toc366087448]2.1.2 Theory on International Trade
The theory of International Trade was of the central idea of mercantilist doctrine by Thomas Mun (1630).  The theory was interesting in exporting more than importing, so to maintain a balance – of trade surplus.  Mercantilist viewed trade as a zero sum game, in which one country’s gain would cause losses for other countries. Therefore, imports were limited and exports were subsidized under government control, and the domestic industries were encouraged and protected by means of subsidies, import duties and other controls (Ball, 1989).

Smith’s theory (1776) argued on specialization in producing goods at less input costs than other countries, using the same resources.  But Ricardo’s theory (1817) of comparative – advantage existed when a country has a – margin of superiority in the production of a good or service, that where the opportunity cost of production is lower. Both Smith and Ricardo showed the short sightedness of the zero sum game approach by mercantilist doctrine, and thus demonstrated that trade is a positive – sum game, in which all countries can benefit even if some benefit more than others.   This would bring about increased world production and stimulated economic growth which could create dynamic gains from free trade. 

The theories of Smith and Ricardo were superseded by Heckscher (1919) and Ohlin (1933) because only labour was thought to be important in the calculation of production costs (Wendell, 1989). Thus, Heckscher – Ohlin theory argued that the pattern of International Trade was determined by differences in factor endowments and factor prices between nations as determinants of trade.  On the assumption of similar technology and tastes. This model assumed that capital – rich countries would tend to produce and export capital – intensive goods and labour abundant countries would tend to produce and export labour – intensive goods, and that the same technology was available to all nations.  

But, an intensive research by Porter, M (1990) showed that the existing theories of International Trade told only part of the patterns of trade (Hill, 2001).  In additional to the existing theories of trade, Porter analyzed the basic factors like natural resources, climate, location and demographic on one hand and the advanced factors like communication, infrastructure, sophisticated and skilled labour, research facilities and technology know – how on the other hand.

The theories of International Trade encouraged the developing countries to specialize in production of primary products, where they were incurring less opportunity cost, but this resulted into unfavourable terms of trade due to the primary products to fetch lower prices than manufactured goods.  As a result, the import price Index found to exceed the export price Index.  Also, the developing countries were characterized with low average per capita income, a high proportion of labour in agriculture and other extractive industries, high rates of illiteracy.  

Good technological performance permitted goods to be produced at a lower cost in the developed countries than in developing countries – better endowed with other factors of production, say land and labour. Porter’s thesis on “The competitive advantage of Nations” analyzed four attributed or Porter’s Diamond as determinants of National Competitive advantage. On the other hand, the competitive advantage of Nations” by porter’s thesis are to be put into considerations for the gaps of International trade between the coffee exporting (developing) countries and coffee importing (developed) countries. That implied, the developing countries were still lacking these determinants to enjoy these benefits. For example, the home demand to encourage the domestic industries to meet high standards of product quality and to produce innovative products were found at minimum level because the purchasing power of the domestic consumers was poor because of low income.
Secondly, the advanced factors like communications, infrastructures, sophisticated and skilled labour, research facilities and technological know-how in developing countries were found to be poor, so to stimulate other available (basic) factors of production in developing countries.  Thus, government investment in basic and higher education, improving the skills and knowledge level of the population through training, fund the research work to improve the quality of products and comply with economic diversification in less developed countries were found at minimum level due to the deficit government budget which was intensified by unequal exchange of goods and services in the world market.

Thirdly, in connection with Porter’s theses, the heavy industries found in developed countries (as Related and Supporting Industries) were found to export the intermediate products, spares and other essential equipment in developing countries at a very high price, the situation made the domestic industries in developing countries like Tanzania to experience high running production costs.  That implied heavy industries in developed countries did not support the domestic industries in less developed countries because of these imports to be traded at a very high price, and thus, to create debt problem on the part of less developed countries. 

2.1.3 [bookmark: _Toc366039593][bookmark: _Toc366087143][bookmark: _Toc366087449]Historical Background of Coffee in Kagera Region 
Coffee development before the arrival of the Germans was not grown for commercial purposes. The ruling dynasties In Kagera were using coffee for mystification and traditional priests used coffee in rituals of cleansing and pleasing the gods at the sight for new moon (Kabwoto, 1976). This masticator, coffee was and is still offered to visitors according to Bahaya customs (Nyange, 1996).  The economic importance of coffee was influenced by Germans and Europeans who commercialized coffee production. Coffee plants were found growing naturally in Rwasina and Kantare natural forests in Bukoba rural district in the 18th century by Germans who started planting coffee as perennial crop in Bukoba district under the supervisor of Mr. Rwamugira as agricultural officer. However the origin of coffee tree is the equatorial forest of west, central and East Africa (Berthouly, 1995).  This led to an increase in quantity and quality of coffee for export to Europe (Kaiza, Heemskerk, and Marandu 1998). Further more, coffee was grown in Islamic monasteries in Yemen about 1000 years ago. There after, coffee drinking traded in the middle East, Europe , and from there to America (Ponte, 2001)

[bookmark: _Toc366039594][bookmark: _Toc366087144][bookmark: _Toc366087450]2.1.4 Concept of Coffee Industry
In this research, coffee industry refers the production of coffee in a developing country like Tanzania and the consumption of coffee products in a developed country like Europe. The production of coffee is the creation of coffee products for exchange by utilizing fully the available resources, while consumption of coffee products is a process of using up coffee products which has been produced.

[bookmark: _Toc366039595][bookmark: _Toc366087145][bookmark: _Toc366087451]2.1.5 Relationship Between International Trade and Coffee Industry. 
Coffee industry is of the production – consumption pattern that provides the unequal exchange of exports (coffee products) and imports (spare parts, intermediate products, fuel / oil) on the developed and developing economic relations. But the relationship between international trade and coffee industry is phenomenal such that; the coffee prices in the world market is characterized by low price elasticity of supply and demand, while the fluctuations of the price elasticity of supply and demand in the international coffee market, make the coffee producers, mainly the developing countries to be vulnerable since the stability of their economy depend entirely on the cash crops (Ponte, 2001). But the underling problems with the coffee producers in the international coffee market are attributed by the market dependency due to the price of a dollar to be unequally exchanged with the domestic currencies.

[bookmark: _Toc366039596][bookmark: _Toc366087146][bookmark: _Toc366087452]2.2 	Empirical Literature
[bookmark: _Toc366039597][bookmark: _Toc366087147][bookmark: _Toc366087453]2.2.1 	Problems of International Trade on Agricultural and Industrial Development In Developing Countries
The problem of International Trade on the development of coffee industry is based on the theory of unequal exchange of goods and services which was reflected by a deficit in the balance of trade.  This implied that the Developed Countries imported more goods than they exported in developing countries according to the current world market price formation.  In the role of international trade in relation with the internal sectors of economy, (Emmanuel, 1986) stated that; 
One country can only gain something at the expense of another by taking more goods than it provides or by buying the goods it obtains too cheaply and selling those it provides at too high price.” 

This situation had an extremely adverse effect on the foreign exchange position of many countries and compelled them substantially to cut imports of goods for industrial purpose (Sarwat, 2012). The burden imposed on the economy of developing countries by the need to import equipment and a substantial part of the primary materials for the operating industry, to some extent was determined by their unequal position in the monetary transaction of the developed countries and also by disproportions in their national economic pattern.  

That case in point, the developing countries was facing the limiting point to expanding their exports and unfavourable trends in the relationship of export - Import prices. The unfavourable trends in terms of trade was the factor among others to cause uneven patterns of equality and disintegration of economic development since World War II, when the dollar came into power to cause the problem of the coexistence of European currencies with the dollar (Solomon, 1977). Also the World Bank study showed that inequality between developed and developing countries had increased substantially (World Bank, 2002). However, the theory of Balance of Payment in practice in the developing countries showed that a balance of trade was often in deficit, and that countries of Africa, Asia and Latin America were falling into this problem of deficit. The empirical studies by Richard, E. C. et, al (1968) show ed the analysis of the effects of devaluation on the trade Balance with the problems of International liquidities. 

Empirical evidence by World Bank study (2001/2002) showed that the world distribution of income has become more unequal meaning that the gap between the coffee importing (developed) countries and the coffee exporting (developing) countries has not been closing. Yet, importing all the capital goods requirements for the domestic industries entailed the setbacks in developing the technological base of skills, knowledge, facilities and organization up on which further technical progress so largely depends (Rweyemamu, 1973). However, their studies lack critical analysis of the price of the foreign currencies, say a dollar in the world market in terms of the domestic currencies of the developing countries. That, if for example, the price of the dollar is exchanged fairly with the soft or domestic currencies on the part of the developing countries’ goods and services, then, the terms of trade will be favourable.  

2.2.2 [bookmark: _Toc366039598][bookmark: _Toc366087148][bookmark: _Toc366087454]Problems of International Trade on Agriculture in Tanzania
The upward cost trends, in agricultural sector tend to increase as the price of the dollar increases. For example, the cost trends in agricultural sector increased from 19.1 in 1991/2000 to 38.6 in 2001/2002 (in billions of Tanzanian shillings).This phenomenon, resulting in poor production of goods and provision of services, coupled with the collapse of export prices for coffee and pose a major challenge for the poverty reduction strategy. Empirical evidence showed that, the decline in world price of coffee export has further lowered farm gate prices (Kweka, 2004). For this reason, coffee exports have had a limited impact on the welfare of poor farmers. The real price of coffee fell by more than 50 percent between 1994 and 2000 (Maliyamkono, 2006).

On the other hand, high tax rate and power tariff were found to be disincentives to the domestic industries as a whole.  This was due to the agricultural and industrial sectors to experience high running production costs.  Therefore, reduction in tax rate could improve effectiveness and efficiency of the coffee industry. This would be in connection with the reduction in power tariff to enable the industrial sector to produce at low cost because the reasonable rate in power tariff could influence the industrial sector to produce at low cost, and inturn, the farmers would be motivated to extend and improve their plantation for more production and thus increase the volume of coffee exports.

In other side of the coin, it was urged that agricultural sector was too risk to be access credit provision due to the unpredictable fluctuations of the price commodity in the world market and to maintain unsustainable market, but the unpredictable price fluctuations and unsustainable market, were the exogenous shocks of which were attributed by the unequal exchange of the exports and imports where by the fluctuations of the price commodity in the world market render the domestic currency to depreciate by reducing the real value of the export volumes since the unpredictable fluctuations of the Tanzania shilling against major world currencies including the euro and the US dollar have serious repercussions on local manufacturers because sources of raw materials, capital goods and machinery for most of the manufacturers were imported.  

However, some of the common problems of coffee industry as a whole were studied by the previous researcher for more than 30 years ago, and to come up with the common problems that were still prevailing in the coffee industry.  The benefit of the coffee importing (consuming) countries had more to gain in the expansion of coffee than the coffee producing countries. The coffee importing countries took the advantage for the coffee producing countries to be the trade and market dependency because of the shooting price of the foreign currency in terms of the domestic currency in the world market (Mbilinyi , 1976).

To curb and alleviate the problem of coffee industry, the International Coffee Agreement (ICA) regulatory system was established in 1962 between the producing (exporting) and consuming (importing) countries.  The plan was to raise and stabilize the coffee prices.  However, the International Coffee Agreement (ICA) regulatory system was undermined by the fragmentation of the market and the increasing heterogeneity of development models, the factor that was intensified by the sophisticated and technical innovations to flag and glut the world coffee market, and lowering the coffee prices in producing countries. 

Therefore, the end of the International Coffee Agreement (ICA) regulatory system in 1989 destabilized the World Coffee Market relations between the producers and consumers.  This adverse trend reduced the export earnings.  On the whole, the increased price volatility affected the farmers and small – scale traders in producing countries. Worse still, the collapse of the International Coffee Agreement (ICA) regulatory system and increased consolidation in the coffee industry had also affected the distribution of total income generated along the coffee chain.  It was estimated that in the 1970s, producers retained an average of 20 percent of total income, while the average proportion retained in consuming countries was almost 53 percent (Talbot, 1997).  

This phenomenon in coffee industry revealed that these common problems were persistent and irremediable because of unfavourable terms of trade and unequal exchange of exports and imports in the world market, being influenced by the international monetary institutions. The problem of the international Monetary Institutions relating to the price of a dollar in terms of the domestic currency in Tanzania was uneven exchanged.  

[bookmark: _Toc366087149][bookmark: _Toc366087455]This problem of unequal exchange, made the running production costs of the domestic industries in Tanzania to be high.  The high running production cost in one industry influenced the running production costs in the coffee industry to be high, because of interdependence in terms of forward and back ward linkages, as illustrated in Figure 1.
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[bookmark: _Toc366087456]Figure 1:  Illustration of Forward and Back Ward Linkages Between Coffee Farm Industry and other Secondary and Tertiary Industries in the Process of Production

Source: Adapted from Tayebwa (1996)




2.2.3 [bookmark: _Toc366039599][bookmark: _Toc366087150][bookmark: _Toc366087457]
Socio – Economic Problems of International Trade on Coffee Industry
The decline in coffee production due to the price coffee fluctuations in the world market, had a great impact on households for creating social and economic hardships, as well as a negative impact on poverty reduction.  Living standard of the people directly employed in coffee farming and coffee processing industry was adversely affected due to loss of income.  This made it difficult for the coffee growers to purchase basic social needs like food and other household requirements and paying school fees and medical services for the family.  This implied that the overall – performance in both agricultural and industrial sectors were still unimpressive in alleviating poverty because of increasing unemployment of workers in both sectors, agriculture and industry.

Prices of coffee were very low and payments were effected late, as a result, farmers neglected attending their coffee plots.  This resulted in low production of coffee for export.  Many missions visited and surveyed Kagera and concluded that the crop produced was of low quality (Eskes, 1997). The other problems included lack of incentives to produce quality coffee and unavailability of inputs at village level, high prices of inputs and incidence of disease and insect pests (Kasembe, 1984). Other problem and negative impact on coffee industry was ineffective demand as was urged by Porter (1990) in the thesis on national competitive advantage.  

But the poor internal (home) demand of coffee product in the country was intensified by the domestic coffee industries to operate at high cost, simply because the imports like spare parts, fuel and other intermediate products were traded at a very high price, thus, raising the price of the produced goods.  To some cases the farmers were unable to consume that coffee product and resulting ineffective demand of coffee product because the price was unaffordable, that tended to reduce the number of consumers.Likewise, the high running production costs in the sugar factory, was also raising the price of sugar by reducing the number of coffee consumers, so as coffee consumers since sugar and coffee are complementary or joint commodities.

[bookmark: _Toc366039600][bookmark: _Toc366087151][bookmark: _Toc366087458]2.2.4 Economic Problems
[bookmark: _Toc366039601][bookmark: _Toc366087152][bookmark: _Toc366087459]2.2.4.1 Low Price of Coffee
The increased production costs in the coffee industry were the factor in among others that caused the coffee price level to decline. Such dramatic increase in production costs included high price of agricultural inputs, poor quality of coffee, high rate of interest to discourage investment in coffee industry, high costs of public utilities, poor and deteriorating infrastructures, a lack of technological innovations and high taxation. For example, coffee producers in Bukoba faced proportionately high tariff to ship locally produced goods cross – country to Dar – es – salaam. This has given rise to the illegal cross – border trading of coffee, usually across water (Maliyamkono, T.L., 2006). Kanyigo and Minziro were the illegal cross – border trading of coffee in Bukoba. But all these dramatic increased costs were attributed to international trading framework to be the major constraints and the major impetus to Tanzania’s trade.

[bookmark: _Toc366039602][bookmark: _Toc366087153][bookmark: _Toc366087460]2.2.4.2 Decline in Real Income
Real income of the farmers was low. The decline in real income was a contributing factor to low purchasing power of the farmers to buy agricultural inputs, and therefore to reduce production of coffee, and in turn, the coffee export was experiencing a downward trend as from 24,862.2 ton in 2010 to 20,758.5 ton in 2011 (Kaino, 2011). This phenomena was revealed by the government that coffee export has long been the mainstay of Tanzania’s foreign exchange earnings, but production of coffee was declining from 51970 in 2004 to 34,334 in 2005 (in tons’000) (Economic Survey, 2005). In Kagera region, the low income was of a great impact on production of coffee due to the distortions in the pattern of international trade. It was urged by authors that; the main constraint on the development of both Tanzania’s international trade and its industrial potential has been the inequalities of the international trade system (Manson, 2006).

[bookmark: _Toc366039603][bookmark: _Toc366087154][bookmark: _Toc366087461]2.2.5 Social Problems
[bookmark: _Toc366039604][bookmark: _Toc366087155][bookmark: _Toc366087462]2.2.5.1	Rising Cost of Living
The cost of living of the coffee growers was low due to the decline in coffee productivity, hence to bring adverse impact on welfare of the coffee growers. This was because the coffee production was a key source of income of farmers in Kagera region which include Bukoba rural and urban, Misenye, Muleba, Karagwe, and some parts of Ngara and Biharamulo districts. Therefore, it was this fact that the income earned by the farmers was too low to enable them to pay school fees and equipments especially secondary education for their children, to get proper health services and balanced diet, to construct modern houses and to buy clothes. All these adverse effects on international trade, contributed to low standard of living for their families.

Empirical studies by Ebadawi et al., (1998) and Jaspersen et al., (1995) showed that education was a major factor that reduced productivity of investment. Therefore, inability to pay school fees and equipments to develop human skills was of great negative impact on coffee industry.

[bookmark: _Toc366039605][bookmark: _Toc366087156][bookmark: _Toc366087463]2.2.5.2 Increase in Crime
Crime and erosion of social culture were phenomenal in among coffee growers. Theft, child labour, prostitution, raping, bandit to mention but a few, were the serious cases in Kagera region due to low income of farmers. For example, the farmers were forcing their daughters to be married in order to get the bride price, wives and husbands parted to each other, the bus – passengers were often killed by bandits. 

All these crimes were to erode the cultural morals and social norms and, in turn, to accelerate the outbreak of serious diseases like HIV/AIDS, and tuberculosis. On the other hand, prostitution and unplanned marriage as subjected to unsafe sex were the prime factors to increase orphans from 128,442 in 2000 to 200,000 in 2002 (Kagera Regional Social Economic Profile, 2003). This was a burden on the part of Tanzanian government, farmers and stakeholders to provide them social services, hence to reduce investment in coffee farming extension.

In general, the negative impact of international trade and its consequences was revealed by Clementine, in Katare village, Kagera Region, when she said that;
 “The coffee price offered by the union has been plummeting for many years now. We have been told to produce organic coffee that is preferred by Europeans but this requires cow manure and coffee husks. The husks are no longer available as we have sold coffee unprocessed for too long, while the staple crops of Bukoba are becoming increasingly difficult to obtain with a poor price for coffee. There is no money to buy sugar, maize, meat or fish. Life has become miserable for people like me. The food situation is bad here. We were also facing an uphill struggle with the shortage of fertilizer. All this has led to a poor food situation, where I can no longer feed my family properly. 

As a consequence of the above, the adverse impact of international trade due to the distortions in international monetary exchange between the exports and the imports was the factor in among others to raise the production costs in the coffee industry. As a result, the coffee price level declined by lowering the purchasing power of the farmers, and be unable to purchase the goods and services that were available in the market.

2.2.6 [bookmark: _Toc366039606][bookmark: _Toc366087157][bookmark: _Toc366087464]Gap Analysis 
This study based on the research by Porter’s thesis (1990) on National Competitive advantage by showing that the existing theories of International Trade were telling only part of the patterns of trade. Studies by Mbilinyi, (1976), Rweyemamu, (1974), Kasembe, (1984), Eskes, et. al (1989) showed that the gain from the International Trade was low in coffee exporting countries because of the price fluctuations in the world market. Likewise, Kabwoto, (1976), Kaiza,. et. al. (1999) found the prices of coffee offered to farmers to be very low, and in availability of agricultural inputs to increase the coffee production.  This view was supported by Temu, (2000) on coffee production and marketing in Tanzania and Ponte, (2001) on winners and losers in the restructuring of the global coffee – marketing chain, and coffee markets in the East Africa. Furthermore, Friedrich, (1968), Smith, (1989) and Tibaijuka, (1984) analyzed the constraints of coffee production and the causes of decline in coffee production due to the lack of soil fertility inputs.

On the other hand, Berthouly, (1995) and Nkuba. et, al (1999) showed that the capital investment for agricultural production in the Kagera Region was very low due to the coffee prices to be very low.  They were supported by Talbot, (1997) and Gibbon, (2000) on where does your coffee dollar go? But to the prior investigations, there were underlying problems that made this study to be conducted in the study area.  For example, Eskes, (1989) and Berthouly (1995) in their studies related with the problems of unavailability of inputs at village level, high prices of inputs, in appropriate agronomic, practices, incidence of diseases and insect pests to affect coffee industry, and resulted in low production of coffee for export.  

However, these researchers in their analysis, they explained the underlying problems internally without looking the external problems that contribute to the unavailability of inputs and high prices of these inputs to combat the incidence of diseases and insect pests. Therefore, this research dealt with the external problems that coupled with the problems of international trade on the part of coffee exporting countries. Secondly, the underlying problems experienced by the internal sectors of economy were fuelled by the external problems due to the distortions in international monetary exchange.
The point of departure in this thesis is to under take the external problems that coupled with international trade on the combination of the agricultural and agro-industrial sectors since the two sectors were inseparable, and from the fact that the poor performance in industrial sector narrows the market – outlets for the agricultural raw materials produced by the farmers.  Also, the good performance in agro-industries would create the sustainable and reliable markets for the agricultural raw materials, and inturn to improve the agricultural sector, with the forward and backward linkages between the coffee farming sector and coffee curing plant. 

Therefore, this thesis attempts to explain the use of the least square regression analysis to give the economic relationship between the exchange for foreign currency and Tanzanian currency. These two key monetary variables in this thesis are very helpful to give the adverse effects of international trade on coffee industry that persist between the coffee exporting (developing) country like Tanzania and coffee importing (developed) countries like U.S.A and Europe due to the unequal exchange of coffee exports and importation of capital goods required in coffee industry, being influenced by the price of foreign currency to be highly demanded in coffee industry. 

Also, this study discusses the different approaches that can be complied with to offset the adverse effects of international trade to reduce import dependency in coffee industry by utilizing fully the available resources.


[bookmark: _Toc366039607][bookmark: _Toc366087158][bookmark: _Toc366087465]CHAPTER THREE
[bookmark: _Toc366039608][bookmark: _Toc366087159][bookmark: _Toc366087466]3.0 RESEARCH METHODOLOGY
[bookmark: _Toc366039609][bookmark: _Toc366087160][bookmark: _Toc366087467]3.1 Research Framework
The running production cost in the coffee industry was analyzed by using the least squares regression analysis.  The least squares regression analysis in the form of linear equation was helpful to give the economic relationships between the exchange for foreign currency and domestic currency.  In other words, the economic relationships between these two monetary variables helped to explain the effects of a price of a dollar in terms of domestic currency in the world market on the part of production cost in the coffee industry.

This regression analysis technique took the foreign currency variable to be an input X, while the domestic currency variable to be an output Y because the price of a dollar in world market was assumed to be a factor-input that would be required in the coffee industry or other industries.  That if the price of a dollar in world market increased, then the domestic currency would be devalued, and imports would be expensive by increasing the running production costs in the coffee industry and the exports would be cheaper than would otherwise be.  The exports that would be expected to generate the domestic currency via foreign exchange in the form of output Y. This implies that, the rise in price of a dollar in terms of Tanzanian currency will increase the price of imports,and therefore, to reduce the purcharsing power of a dollar to import. 

Also, time series analysis as one of the statistical technique is employed to show   how the price of a dollar in terms of the Tanzanian currency in world market changes over time.  

[bookmark: _Toc366039610][bookmark: _Toc366087161][bookmark: _Toc366087468]3.2 Research Design
[bookmark: _Toc366039611][bookmark: _Toc366087162][bookmark: _Toc366087469]3.2.1 Justification of Kagera Region to be Chosen
Production of coffee declined in Kagera region, despite the fact that coffee to be the key source of income. It is from this income the farmers pay for education and health services, and be able to get the required inputs to improve the coffee farming activities.

[bookmark: _Toc366039612][bookmark: _Toc366087163][bookmark: _Toc366087470]3.2.2 Location and Size
Kagera region is North West of Tanzania, between longitudes 30o25’ and 32o40’ east of Greenwich. Latitudes 1o 00’ and 2o45’ South. Total area of Kagera region is 40,838 km2 of which 11,885 km2 is water and 28,983 km2 is land. Kagera region is about 3.2% of Tanzania’s land area. 

[bookmark: _Toc366039613][bookmark: _Toc366087164][bookmark: _Toc366087471]3.2.3 Data Collection 
The research used both primary data and secondary data; the primary data questionnaires, interviews and observations were administered to collect the information.

In secondary data, the available sources of documentation through mass media such as magazine, newspaper, journals and other related readings.  The findings documented in the public institutions such as Customs and Excise Department Tanzania Revenue Authority (TRA), Bank of Tanzania (BOT), Central Bureau of Statistics, Ministry of Agriculture, Tanzania Coffee Marketing Board through the Regional Office in Kagera Region, Bukoba. Then the reports by the World Bank or International Bank for Reconstruction and Development (IBRD) and East African Community (after revival).

3.2.4 [bookmark: _Toc366039614][bookmark: _Toc366087165][bookmark: _Toc366087472]Sample Size
The research covered a total of 80 households, The research sample size also includes the top officers working with the coffee processing industries.

3.2.5 [bookmark: _Toc366039615][bookmark: _Toc366087166][bookmark: _Toc366087473]Sampling Technique
Stratified random sampling method was used to select respondents from five wards; Bugandika, Katoma, Kanyigo, Maruku and Misenye (Kasambya) in Kagera region the method was performed by writing all names of mentioned wards on the pieces of papers and placed in a container. Then pick randomly only 16 pieces of papers in each ward, and so having 80 pieces of papers in five wards. Those names appeared were respondents who were sampled as coffee growers used in the research.

The stratified random sampling was employed due to the fact that a good number of coffee growers in Kagera are men, who also own the coffee plantation.  This cultural phenomenon led my study to stratify on male sex rather than the female sex. Also, a non-probability sampling strategy was employed since coffee processing industries were cited to probe information, while coffee growers were treated as respondents.

[bookmark: _Toc366039616][bookmark: _Toc366087167][bookmark: _Toc366087474]3.2.6	Data Analysis
The collected data were verified, coded summarized and analyzed using the least squares regression and time series analysis. The least squares regression and time series analysis were used to determine that the coffee processing industry increases as required inputs such as spare parts, intermediate products, fuel/oil inclusive are imported at a very high price and therefore to make the coffee industry to be the import dependency. Also, with the help of statistics, frequencies, means and percentages were used to determine the multidimensional factors and the level of application of inputs in coffee industry that can increase the coffee production.

3.3 [bookmark: _Toc366039617][bookmark: _Toc366087168][bookmark: _Toc366087475]Research Tools
[bookmark: _Toc366039618][bookmark: _Toc366087169][bookmark: _Toc366087476]3.3.1	Questionnaires 
In this method, questionnaires were conducted with the coffee growers. The chairperson was helpful in identifying the coffee growers before administering the questionnaires among these farmers.

Close-ended questionnaires were administered to 80 people for whom the respondent was constrained to choose from the answers provided and be able to extract information on the following issues.
i. If the age and education level of the respondent is at a good pace to increase coffee production and in turn to improve the industrial performance by increasing the industrial inputs.
ii. If the coffee growers are satisfied with the price offered in the market and deduction made from their sale price.
iii. If the agricultural inputs (fertilizers, Herbicides, Pesticides) are available at the reasonable price to enable the farmers to increase the agricultural output at low cost. 
iv. If the farmers (coffee growers) use the modern tools to cultivate their coffee plantation.
v. If the farmers (coffee growers) are supplied electricity from the National grid and in turn to attract the investors to live in rural areas and invest in coffee farming activities.
vi. If the present conditions of the economic infrastructures are conducive to extend the coffee farming activities and be able to produce at low cost.

[bookmark: _Toc366039619][bookmark: _Toc366087170][bookmark: _Toc366087477]3.3.2	Interviews 
Interviews were conducted with the management of the coffee processing factories in Bukoba Urban. From the officers working with these processing factories, needed were:
1.	The selling price of the oil / fuel as factor input and current electricity tariff in the processing factories are fair to their business to enable them to produce at lower cost.
2. The borrowing rate, tax organizational structure under Tanzania Revenue Authority (TRA) and Value Added Tax (VAT) rates are fair to their business to enable them to improve the industrial performance.
3. Their processing factories are access to the modern tools like computer for facilitating their business, and be able to produce at low cost and widen the marketing network and competitiveness.
4. Training in terms of long- term, short-term courses are conducted to enable the industrial workers to be skilled and gain the transfer of technology for producing quality goods, which are very competitive in the world market. 
5.  There is a shortage of skilled workers in their industries and to mention the reason that causing the shortage of skilled workers. 
6. An optimal production in their industry is achieved or not achieved.
7. Marketing price of oil/ fuel per liter (import) and 1 Kg of coffee (export) can portray the unequal exchange of goods to bring about excessive balance of payment deficits. 
8. Their industry marketing standard rates of the dollar in terms of the domestic currency in Tanzania can portray the import dependency.

[bookmark: _Toc366039620][bookmark: _Toc366087171][bookmark: _Toc366087478]3.3.3 	Observation Technique
Observation technique was used to collect information by seeing physically the coffee plantation, coffee processing industries and other different farm activities, which were including the non traditional exports; moringa oleifera and vanilla.  Also, observation technique was used to study the poor method for drying the coffee cherries after harvesting, devastated cattle dip and dilapidated coffee plantation in surveyed area.  All these observations were to supplement the interview and questionnaire techniques.

3.3.4 [bookmark: _Toc366039621][bookmark: _Toc366087172][bookmark: _Toc366087479]Limitations of the Study
The study was supposed to deal with the impact of International trade on more than the selected industries and cash crops in Kagera Region so to cover the wide area.  But due to the financial and time constraints, the study has confined to coffee producers and coffee processing factory and cash crop: Coffee. 
In the study, some of the questionnaires were not answered correctly because some of the farmers were semi illiterate though they could be able to read and write.  Secondly the farmers particularly for the coffee growers or the small holder coffee growers were not well organized in groups, so as to answer the questionnaires at same time, for the reason that some of the questionnaires could leak before soliciting the information, and cause some of the farmers to be biased for some answers and to distort the information.  The fact is that, the questionnaires are to be administered to a group of respondents at the same place and at the same time to ensure the accuracy (Mwaipopo, 1999). However, these questionnaires were administered with the help of the village leaders who helped to mobilize and organize the farmers for the set questionnaires. 

Further, a non - probability sampling strategy was employed for the assurance of finding farmers at the local trading center (cooperative society union) during the selling season after harvesting, but the limitation of this strategy in the study was that, some of the farmers were to order or ask their relatives, labor and other people like sons or daughters in the family to sell crops on their behalf, and some farmers came later on to collect their money since payment are not paid on the sport after coffee sales. Delaying in payments caused the coffee growers not to go to the cooperative society union themselves. Secondly, some of the coffee growers were busy with other farm activities for which they are paid better than the coffee farming. 

For the interviews, some of the departments failed to give the required data due to the shortage of the skilled workers. For example, the bursar working with coffee curing factory was also to act as a chief accountant of the factory at the same time, and who provided the all required data. Worse still, some of the required information was not available due to the misallocation of the files in the office, the problem that was intensified by the unavailability of the computer system to store the information and be available when required.

On the other side, the cash crops like cotton, pyrethrum, cashew nuts, sisal and etc were not included in my study, including the agro processing industries like textiles due to the time factor and funding problems. However, the outcome taken from the research field I surveyed and data collection were to reveal at large scale the best  conclusion for all cash crops grown in Tanzania, and with the support of the statistical data by the relevant institution to reveal that other cash crops growers and other agro processing industries were of the same downward trends. That is industrial productivity to deteriorate since the total costs of inputs required to attain the industrial output was found to be vulnerable due to the devaluation of the domestic currency in the world market.

Other limitation within the selected industries was whereby the general manager ordered the middle officers to answer the interview even if the particular section of the interview was targeted to the general manager of the selected industry. This was to give wrong information through biases and cheating for some face-to-face questions, interview. However, a good approach during the research and building up confidence ensured the unbiased answers to be provided by the all respondents to respond positively to most of the questions set. Like wise, some of the data were not available at the proper time when required to enable me to give the best findings. For example, the East African Community report about the exports and imports, and others of the macro economic indicators between 1990-1999 year, were available in the library within my vicinity by 2002 year.

3.4 [bookmark: _Toc366039622][bookmark: _Toc366087173][bookmark: _Toc366087480] Empirical Modelling
[bookmark: _Toc366039623][bookmark: _Toc366087174][bookmark: _Toc366087481]3.4.1 Production Cost Model
 In determining the relationship between these two variables X and Y, simple linear regression technique is in the form of linear function, y = f(x), where.
Y	=	BX	+	A. ………………………… (1)
Y= the domestic currency variable that will depend on the price of the dollar in world   market
X= the foreign currency variable that is independent
A= the intercept on the Y-axis
B= the slope of the Regression line 
	From the linear Regression equation 
		Y=	A	+	BX
	For the sum of Y, we have
		∑ Y	=	n A	+	B∑X

		A=	∑Y	-	B ∑ X 
				n
OR 
A=	 Y	-	B X	……………………... (2)
By multiplying X the linear equation,
	Y=	A	+	BX.	Gives
       XY =	AX	+	BX2.	
For the sum of XY, We have
∑XY = 	A∑X		+	B∑X2 ………………(3)

Substitute equation (2) in equation (3) as 
∑XY=		(∑Y	-	B∑X)		∑X	+	B∑X2
			n

By subjecting B, then 

n ∑XY	=	∑Y∑X		-	B (∑X)2 + n B ∑X2

n ∑XY 	- 	∑Y∑X = 	n B ∑X2 	–	B (∑X)2

B (n∑X2	-	(∑X)2 ) = n ∑XY	-	∑Y∑X


B=	n ∑XY	-	∑Y∑X		………………………(4)
	n ∑X2		-	(∑X)2

n   is the number of pairs of observations showing the running production costs of new equipment (inputs) required in the coffee industry.

[bookmark: _Toc366039624][bookmark: _Toc366087175][bookmark: _Toc366087482]3.4.2	Key Monetary Variables Used in the Production Model
There were two key monetary variables used in the production model, dependent variables and independent variables.
(i) Dependent variable
    This was domestic (Tanzanian) currency which was Y
(ii) Independent variable
39

      This was foreign currency (dollar) which was 
96
96


[bookmark: _Toc366039625][bookmark: _Toc366087176][bookmark: _Toc366087483]CHAPTER FOUR
[bookmark: _Toc366039626][bookmark: _Toc366087177][bookmark: _Toc366087484]4.0 RESULTS AND DISCUSSION
[bookmark: _Toc366039627][bookmark: _Toc366087178][bookmark: _Toc366087485]4.1 The Age and Education of Respondents 
[bookmark: _Toc366039628][bookmark: _Toc366087179][bookmark: _Toc366087486]4.2 Age Distribution of Respondents
The age distribution in the study area was a problem facing the coffee industry as shown in Table 1.

[bookmark: _Toc366039629][bookmark: _Toc366087180][bookmark: _Toc366087487]Table 1: Age Distribution of Respondents
	Age distribution
	Frequency
	Percent

	18-28
	6
	    7.50

	29-39
	14
	  17.50

	40-50
	16
	  20.00

	51-61
	18
	  22.50

	Above 61
	26
	  32.50

	Total 
	80
	100.00


Source:  Field Survey March, 2011 (n = 80)

The results showed that the age distribution below 40 years old were 6 (7.5%) and 14(17.5%) respondents and that above 50years old were 18(22.5%) and 26(32.5%) respondents. The middle age distribution was 40 to 50 years old equivalent to 16(20%) respondents. This implies that a good number of farmers engaged in the coffee farming activities to be above sixty years old. This was to reveal that, an expected labour force is not engaged in the coffee farming because of low coffee price paid at the farm gate.
The young people are very mobile labour force to have other alternative jobs like fishing, burnt brick maker, local brew maker and charcoal burner. This implies that contribution to coffee production is low because most of the farmers are too old that results to the decline to coffee productivity in the study area.

[bookmark: _Toc366039630][bookmark: _Toc366087181][bookmark: _Toc366087488]4.3 Education level of Respondents
The education level of respondents in the study area was a parameter to develop the skills of respondents to increase the coffee production.

[bookmark: _Toc366039631][bookmark: _Toc366087182][bookmark: _Toc366087489]Table 2:   Education Level of Respondents 
	Education level 
	Frequency
	Percent 

	Below standard  VII
	10
	12.5

	Standard  VII
	44
	55.0

	Ordinary level 
	16
	20.0

	Advanced level
	 6
	 7.5

	Above advanced level
	4
	 5.0

	Total 
	80
	100.0


Source: Field Survey, 2011 (n = 80)

The results showed that the educational levels of 54(67.5%) respondents in the study area were below the ordinary level education and   10(12.5%) respondents in the study area were above the ordinary level education. This implies that the skills acquired by the coffee growers at the schools were not developed to increase the coffee production because of taking coffee farming as a second activity among other productive activities.
[bookmark: _Toc366039632][bookmark: _Toc366087183][bookmark: _Toc366087490]4.4 Trends in Coffee Production 
[bookmark: _Toc366039633][bookmark: _Toc366087184][bookmark: _Toc366087491]4.4.1 Trends of Coffee Production for the Selected Primary Co-operative Societies in Bukoba Rural District
The selected primary co-operative societies in Bukoba district included Bugandika and Kanyigo primary co-operative societies. The coffee productions for the selected primary co-operative societies were found to decline from 1999/2000 to 2009/2010 season as presented in Table 3 and Table 4.

[bookmark: _Toc366039634][bookmark: _Toc366087185][bookmark: _Toc366087492]Table 3: Coffee Production from Kanyigo Primary Co-Operative Society
	SEASON / YEAR
	KILOGRAM

	1999/ 2000
	134,499

	2000/ 2001
	  26,324

	2001/2002
	  48,683

	2002/ 2003
	  24,369

	2003/ 2004
	  33,992

	2004/ 2005
	 25,305

	2005/ 2006
	  36,551

	2006/ 2007
	  60,481

	2007/ 2008
	  57,189

	2008/ 2009
	  62,843

	2009/2010
	  51,927


Source:  Kanyigo Primary Co-Operative Society, 2010

The results show that coffee production from Kanyigo primary co-operative society declined from 134,499 kg in 1999/ 2000 season to 51,927 kg in 2009/ 2010 season.

[bookmark: _Toc366039635][bookmark: _Toc366087186][bookmark: _Toc366087493]
Table 4: Coffee Productions from Bugandika Primary Co-Operative Society
	SEASON / YEAR
	KILOGRAM

	1999/ 2000
	 183,726

	2000/ 2001
	 214,602

	2001/2002
	   65,570

	2002/ 2003
	    62,136

	2003/ 2004
	    73,514

	2004/ 2005
	  149,298

	2005/ 2006
	    52,313

	2006/ 2007
	    76,638

	2007/ 2008
	    92,751

	2008/ 2009
	    84,785

	2009/2010
	    90,178


Source: Bugandika primary co-operative society. October, 2010

Result s show that coffee production from Bugandika primary co-operative society declined from 183726 kg in 1999/ 2000 season to 90178 kg in 2009/ 2010 season.

4.4.2 Trends in coffee production in Bukoba rural district from 1999/ 2000 to 2009/ 2010
The coffee production in Bukoba rural district was found to fluctuate since 1999/2000 to 2009/ 2010 season in down ward trend.

[bookmark: _Toc366039636][bookmark: _Toc366087187][bookmark: _Toc366087494]Table 5: Coffee Productions in Bukoba Rural District From 1999/ 2000 to 2009/2010
	SEASON / YEAR
	KILOGRAM

	1999/ 2000
	    7,800,000

	2000/ 2001
	    9,800,000

	2001/2002
	 10,000,000

	2002/ 2003
	   9,647,383

	2003/ 2004
	   5,412,000  

	2004/ 2005
	 11,860,380

	2005/ 2006
	   4,888,525

	2006/ 2007
	   7,995,590

	2007/ 2008
	   8,194,000

	2008/ 2009
	5,164,473

	2009/2010
	2,250,010


Source:  Bukoba rural district council, May 2011
Results show that coffee production in Bukoba rural district declined from 7,800,000 kg in 1999/2000 to 2,250,010kg in 2009/ 2010.

[bookmark: _Toc366039637][bookmark: _Toc366087188][bookmark: _Toc366087495]4.4.3 Trends in Coffee Production in Kagera Region from 2000/ 2001 to 2009/ 2010
The coffee production in Kagera region declined from 35,552 tons 2000/ 2001 season to 21,393 tons in 2009/ 2010.
[bookmark: _Toc366039638][bookmark: _Toc366087189][bookmark: _Toc366087496]Table 6: Coffee Production in Kagera Region from 2000/ 2001 to 2009/ 2010.
	SEASON / YEAR
	TONS

	2000/ 2001
	   35,552

	2001/2002
	   21,741

	2002/ 2003
	    37,760

	2003/ 2004
	    16,007

	2004/ 2005
	    51,758

	2005/ 2006
	    40,713

	2006/ 2007
	    23,470

	2007/ 2008
	    25,093

	2008/ 2009
	    48,017

	2009/2010
	    21,393


Source: Region commissioner’s office – Kagera, 2011 

The results from table  6 above show that coffee  production in Kagera region declined from  35552 tons in  2000/ 2001  to 21393 tons  in  2009/ 2010  to reveal the effects  on coffee  industry due to the lack of inputs required to increase coffee  production.

[bookmark: _Toc366039639][bookmark: _Toc366087190][bookmark: _Toc366087497]4.4.4 	Trends in Coffee Production in Tanzania From 2000/ 2001 to 2009 / 2010
Coffee production in Tanzania includes mild Arabica, hard Arabica and Rubusta as show in Table 7.
[bookmark: _Toc366039640][bookmark: _Toc366087191][bookmark: _Toc366087498]Table 7: Coffee Production in Tanzania From 2000/ 2001 To 2009 / 2010
	SEASON / YEAR
	KILOGRAMS

	2000/ 2001
	 58,971,879

	2001/2002
	 35,549,424  

	2002/ 2003
	 49,787,386

	2003/ 2004
	 32,713,531

	2004/ 2005
	 56,585,662

	2005/ 2006
	 35,726,798 

	2006/ 2007
	 54,837,835

	2007/ 2008
	 43,523,434

	2008/ 2009
	 68,576,703   

	2009/2010
	 34,564,249


Source:  Tanzania coffee Board, 2010

The results from table  7  above show that the maximum coffee production was 68,576,703 kg in 2008/ 2009  season, compared to the coffee produced since  2000/2001 to 2009/ 2010, with the decline in coffee production from 58,971,879 kg in 2000/2001  to  34,564,249 kg in 2009/ 2010. 

[bookmark: _Toc366039641][bookmark: _Toc366087192][bookmark: _Toc366087499]4.5 Trends in the Sales and Average Prices of Coffee
[bookmark: _Toc366039642][bookmark: _Toc366087193][bookmark: _Toc366087500]4.5.1 	Trends in sales And Average Prices of Robusta (in dollars) from 2000/ 2001 to 2009/ 2010
The trend of sales and average prices of robusta was found to fluctuate since 2000/ 2001 to 2009/ 2010.
Table 8:  Sales and Average Prices of Robusta from 2000 / 2001 To 2009/2010
	Season / Year
	Kilograms
	USD
	USD/50 Kg
	Computation Of USD Per Kg

	2000/ 2001
	18,533,013 
	10,761,810
	29.03
	0.5806

	2001/2002
	 12,039,805
	4,017,526
	16.68
	0.3336

	2002/ 2003
	 18,835,060
	9,907,738
	26.30
	0.526

	2003/ 2004
	   7,578,760
	4,769,644
	31.47
	0.6294

	2004/ 2005
	 24,429,898
	16,622,659
	34.02
	0.6804

	2005/ 2006
	   9,276,250
	9,495,706
	51.18
	1.0236

	2006/ 2007
	 19,075,680
	24,289,496
	63.67
	1.2734

	2007/ 2008
	 15,606,050
	24,487,446
	78.45
	1.569

	2008/ 2009
	 29,643,430
	44,139,103
	74.45
	1.489

	2009/2010
	 11,467,142
	14,371,061
	62.66
	1.2532


Source:  Tanzania coffee Board 2010.

The results from table 8   show that the price of robusta declined from 1.569 USD per kg in 2007 / 2008 to 1.2532 USD per kg in 2009 /2010 to reveal that production of Robusta declined from 18,533,013 kg in 2000/2001 to 11,467,142 kg in 2009/2010, while the sales of Robusta declined from USD 24,289,496 in 2006/ 2007 to USD 14,371,061 in 2009/ 2010.

[bookmark: _Toc366039643][bookmark: _Toc366087194][bookmark: _Toc366087501]4.5.2Trends in Sales and Average Price of Mild Arabica and Hard Arabica from 2000/ 2001 to 2009/ 2010
The production of mild Arabica and hard Arabica was found to decline while the average prices of mild Arabica and Hard Arabica was found to increase.
[bookmark: _Toc366039644][bookmark: _Toc366087195][bookmark: _Toc366087502]Table 9:   Sales and Average Prices of Mild Arabica From 2000/2001 to 2009/ 2010
	
	MILD ARABICA
	HARD  ARABICA

	SEASON / YEAR
	KILOGRAMS
	USD
	USD/50 KG
	KGS
	USD
	USD/50KGS

	2000/ 2001
	38453247
	45,989,083
	59.80
	1985619
	1,198,154
	30.17

	2001/2002
	 22440674
	22,016,829
	49.06
	1068945
	414,154
	19.37

	2002/ 2003
	29286603
	30,609,603
	52.26
	1665723
	917,830
	27.55

	2003/ 2004
	23898747
	28,476,239
	59.58
	1236024
	936,236
	37.87

	2004/ 2005
	 28849166
	51,986745
	90.10
	3306598
	4,341,402
	65.65

	2005/ 2006
	25226308
	54,629,675
	108.28
	1224240
	1,961,491
	80.11

	2006/ 2007
	 33344755
	74,634,567
	111.91
	2417400
	3,421,312
	70.76

	2007/ 2008
	 26329644
	71,273,986
	135.35
	1578740
	2,693,317
	84.82

	2008/ 2009
	 37206593
	87,127,619
	117.09
	1726680
	3,041,566
	88.08

	2009/2010
	 22181851
	70,713,488
	159.39
	915256
	1,808,898
	98.82


Source: Tanzania coffee Board 2010
The result from table 9 above show that the average price of mild Arabica increased from USD 59.80 in 2000/2001 to USD 159.39 in 2009/2010 and average price of hard Arabica increased from USD 30.17 in 2000/2001 to USD 98.82. Mean while, the production of mild Arabica declined from 38,453,247 kg in 2000 / 2001 to 22,181,851 kg in 2009 / 2010 and that of hard Arabica decline from 1985619 kg in 2000/ 2001 to 915256 kg  in 2009/ 2010.  This implies that an increase in average price caused the sales of mild Arabica to increase from USD 45989083 in 2000/ 2001 to USD 70713488 in 2009/ 2010 and that of hard Arabica to increase from USD 1,198,154 in 2000/ 2001 to USD 1808898 in 2009/ 2010 but without increase in production.

[bookmark: _Toc366039645][bookmark: _Toc366087196][bookmark: _Toc366087503]4.5.3 Marketing Price of Diesel And Coffee
The following were the marketing price of diesel per litre and coffee per kilogram versus the exchange rate of Tanzanian currency in terms of foreign currency (dollar) since 2001 to 2010 as shown in table 10. 

The mean of diesel (import) prices for 10 years was 1309.10 tsh above and the mean of coffee (export) price for 10 years was tsh. 324.50 below the mean value of price of a dollar in terms of Tanzanian currency equal to 1131.00 for 10 years. This shows that more coffee production exported very cheaply and less fuel products are imported very expensively. On the other hand, an increase in fuel prices makes the coffee industry to be the import dependency  that increase the demand for foreign currency on the equilibrium exchange rate, and in turn to raise the price of the foreign currency by depreciating the Tanzanian currency in the world market. This result taking into account the fuel to be the common import commodity for any industry.

[bookmark: _Toc366039646][bookmark: _Toc366087197][bookmark: _Toc366087504]Table 10: Price of Diesel per Litre and Price of Coffee for Robusta per Kilogram Versus The Exchange Rate of Tanzanian Currency Since 2001 to 2010
	YEAR
	PRICE OF DIESEL PER LITRE
	PRICE OF COOFFE ROBUSTA PER KG
	PRICE OF A DOLLAR INTERMS OF TANZANIAN CURRENCY

	2001/2002
	670
	200
	871

	2002/ 2003
	790
	80
	976

	2003/ 2004
	940
	115
	987

	2004/ 2005
	1150
	150
	1038

	2005/ 2006
	1300
	200
	1151

	2006/ 2007
	1450
	400
	1178

	2007/ 2008
	1561
	500
	1154

	2008/ 2009
	1400
	350
	1194

	2009/2010
	1600
	450
	1302

	2010/ 2011
	2230
	800
	1459

	 
	MEAN OF PRICE OF DIESEL PER LITRE,      = 1309.10
	MEAN OF PRICE OF COFFEE ROBUSTA PER KILOGRAM, 
      = 324.50
	MEAN OF EXCHANGE  RATE INTERMS OF DOLLARS,                    = 1131.00


SOURCE:	Tanzania revenue authority commissioner’s office for customs and excise (Bukoba branch.)Mmay 2011

[bookmark: _Toc366039647][bookmark: _Toc366087198][bookmark: _Toc366087505]4.5.4 Annual Mean Rate of the Price of A Dollar in Terms of Tanzanian Currency From 2000 to 2010
Annual mean rate of the price of a dollar in terms of Tanzanian currency was found to increase from Tsh. 802/= in 2000 to Tsh. 1459 in 2010.
[bookmark: _Toc366039648][bookmark: _Toc366087199][bookmark: _Toc366087506]Table 11:  Price of a Dollar in Terms of Tanzanian Currency from 2000 to 2010
	YEAR
	X
	          Y  
MEAN RATE
	XY
	X2

	2000
	-5
	802
	-4010
	25

	2001
	-4
	871
	-3484
	16

	2002
	-3
	976
	-2928
	 9

	2003
	-2
	987
	-1974
	 4

	2004
	-1
	1038
	-1038
	 1

	2005
	 0
	1151
	 0
	0

	2006
	 1
	1178
	 1178
	1

	2007
	 2
	1154
	 2308
	 4

	2008
	 3
	1194
	 3582
	 9

	2009
	 4
	1302
	 5208
	16

	2010
	 5
	1459
	 7295
	25

	
	∑X = 0
	∑Y=12112
	∑XY=6137
	∑X2 = 110


Source: Tanzania Revenue Authority customs and Excise Department commissioners` office September, 2010

The number of observation is odd number in this series. Therefore, we assign  X=0 and  fit a least squares trend  line to the total annual mean rate of the price of  a dollar in terms of the Tanzanian currency for the year 2000 to 2010. Thus the equation of the trend line is in the form of Y = BX+A for which the value of A and B can be solved by the formula used in linear regression equation when ∑X=0.
From		A =  ∑Y - B∑ X				and
                 n
		B  =   n    ∑x Y    -   ∑ Y  ∑ X
			n ∑ x2     -        ( ∑X)2   
then		A = ∑ Y
			n
		A = 12112
			11
A =  11O1. 0909
A =   1101.1
	And 
			B = ∑XY
			         ∑X2
			B = 6137
				
110
			B = 55. 7909
			B = 55.8
			Y = 55.8X + 1101.1         which is a trend line.	                                               
With the help of a trend line, Y=55.8x +1101.1, the results show that in 2011 year would be Y (6) = 55.8 x 6+1101.1 = 1435.9 
In 2012 year would be
 	    Y (7) =55.8 x 7+1101.1 = 1491.7
In 2013 year would be 
	    Y (8) =55.8 x 8 + 1101.1=1547.5
And so forth as the price of the dollar would be calculated from the trend line,  
Y= BX + A. 
This implies that import dependency would make a dollar to be highly demanded, hence increasing the running production costs in the coffee industry 

[bookmark: _Toc366039649][bookmark: _Toc366087200][bookmark: _Toc366087507]4.5.5 The Costs of New Equipments Required in the Bukop Factory for Rehabilitation
[bookmark: _Toc366039650][bookmark: _Toc366087201][bookmark: _Toc366087508]Table 12: Costs of New Equipments Required in the Bukop Factory in 2001
	1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
	Road weighbridge c/w 6 load cells 
Pre-cleaner 
De- stonners 
Rotary Seal H 18
Automatic weigher 
Africa No. 0 Bental Huller 
Intermediate Coffee Storage Tank 
Screw conveyor c/w drive motor 
Elevator c/w drive motor 
Bag stitching machines 
Gravity separator 
High pressure water Pump c/w motor 
Power Factory Corrector equipment 
	1
1
2
1
1
6
1
1
1
2
1
2
1
	55,000,000.00
14,000,000.00
35,000,000.00
 7,500,000.00
35,000,000.00
18,000,000.00
 3,800,000.00
 3,000,000.00
 3,300,000.00
 2,500,000.00
27,500,000.00
 3,500,000.00
15,000,000.00
	  55,000,000.00
  14,000,000.00
  70,000,000.00
    7,500,000.00
  35,000,000.00
108,000,000.00
    3,800,000.00
    3,000,000.00
    3,300,000.00
    5,000,000.00
    27,500,00.00
    7,000,000.00
  15,000,000.00
	  67,900.00
  17,284.00
  86,420.00
    9,260.00
  43,210.00
133,333.00
    4,692.00
    3,704.00
    4,074.00
    6,173.00
  33,950.00
    8,642.00
  18,520.00

	
	SUB- TOTAL 
CONTINGENCIES 10%
	
	
	354,100,000.00
  35,410,000.00
	437,162.00
  43,716.20

	
	TOTAL
	
	
	389,510,000.00
	480,878.00


Source: Bukop Factory, 2001
Bukop factory, the coffee processing industry was found to face the problems of                                                        acquisition of new equipments and spares due to the financial constraints in this processing factory as summarized in Table 12.  

Following are the computation depicted from table 12 , showing the costs of new equipments required in the Bukop factory for rehabilitation.

[bookmark: _Toc366039651][bookmark: _Toc366087202][bookmark: _Toc366087509]Table 13: Total cost (Tanzanian currency – y) Against Total Cost (foreign exchange – x) at Bukop Factory	
	
TOTAL COST FOREIGN CURRENCY US $
X
	TOTAL COST DOMESTIC CURRENCY TSHS IN 106
Y
	X2
	
TSHS IN 106
XY
	
TSHS IN 1012
Y2

	67,900
17,284
86,420
9,260
43,210
133,333
4,692
3,704
4,074
6,173
33,950
8,642
18,520
	55
14
70
7.5
35
108
3.8
3
3.3
5
27.5
7
15
	4,610,410,000
298,736,656
7,468,416,400
85,747,600
1 867,104,100
17,777,688,890
22,014,864
13,719,616
16,597,476
38,105,929
1,152,602,500
74,684,164
342,990,400
	3,734,500
241,976
6,049,400
69,450
1,512,350
14,399,964
17,829.6
11,112
13,444.2
30,865
933,625
60,494
277,800
	3,025
196
4,900
56.25
1,225
11,664
14.44
9
10.89
25
756.25
49
225

	∑X =
437,162
	∑Y=
354.1
	∑X2=
33768817890
	∑XY=
27352809.8
	∑Y2
22155.83


With the help of linear regression equation
B=	n ∑XY 	-	∑Y∑X
	n∑X2		-	(∑X)2

B=	[13 (27352809.8)	-	354.1 × 437162] ×106
  13 (33768817890) – (437162)2

B=	[355586527.4	-	154799064.2] ×106
	4.3899463 × 1011 –1.9111061 ×1011
B=	200787463.2	×	106
	2.4788402		×	1011
B=	200787463.2
 	247884.02
B=	810.005676
B =	810.
But 
	A=	 Y	-	B X		OR
	A=	∑Y 	-	B∑X
			n
	A=	354.1 × 106		-	810 (437162)
     					13
	A=	354100000		-	354101220
				        13
A=	-1220	=	-93.846		OR
 		   13
A ≈	-94
Therefore, the linear regression is Y = 810x – 94
The results showed that the gradient or slope of the linear regression line 
(where    f `(x)   = dy     =  810 )   
		          dx
was equal to the price of the dollar in the world market. 

That is one dollar in the world market was sold at Tsh. 810/= to meet the costs of the equipment and spare parts required in Bukop factory, and as the  price of the dollar in the world market  increased in terms of the domestic  currency, then the running production costs in the coffee industry would increase at the expense of the price of the coffee paid  to the farmers hence to lower the coffee production. This reveals that the higher the price of a dollar, ( foreign currency ) the higher will be the domestic currency required via foreign exchange  in the world market to import the equipment and spare parts, in the agro- industries and hence to make the trade dependency to persist between the coffee exporting and importing countries.

[bookmark: _Toc366039652][bookmark: _Toc366087203][bookmark: _Toc366087510]4.6 Years of Which Respondents Got the Highest Production of Coffee
Farmers in the study area had experienced high production of coffee in the past years. Table 14 shows years in which farmers had got highest production

The result shows that 25(31.25%) respondents had produced the highest production of coffee in 2006/ 2007season, 14 (17.50%) respondent had produced the highest production of coffee in 2005/ 2006 and more than 50%of the respondents produced the highest production in 2005/ 2006, 2006/ 2007 and 2007/ 2008 seasons. This implies that there was a decline in coffee production since 2008/ 2009 season when 3(3.75%) of respondents produced the highest production.
[bookmark: _Toc366039653][bookmark: _Toc366087204][bookmark: _Toc366087511]Table 14: Years in which Farmers Produced the Highest Production of Coffee
	SEASON / YEAR
	FREQUENCY
	PERCENT

	2000/ 2001
	  4
	    5.00

	2001/2002
	  5
	    6.25

	2002/ 2003
	  2
	    2.50

	2003/ 2004
	  3
	    3.75

	2004/ 2005
	  2
	    2.50

	2005/ 2006
	14
	  17.50

	2006/ 2007
	25
	  31.25

	2007/ 2008
	20
	  25.00

	2008/ 2009
	  3
	    3.75

	2009/2010
	  2
	    2.50

	 TOTAL
	80
	100.00


Source: field survey, March 2011 (n=80)

[bookmark: _Toc366039654][bookmark: _Toc366087205][bookmark: _Toc366087512]4.7 Factors for Decline in Coffee Production in the Study Area 
Table 15 shows the factors that contributed to the decline in coffee production.
[bookmark: _Toc366039655][bookmark: _Toc366087206][bookmark: _Toc366087513]Table 15: Factors for decrease in coffee production
	Factors
	Frequency
	Percent 

	Low level of coffee growing area
	2
	2.50

	Poor extension services
	3
	3.75

	Decrease in labour force 
	6
	7.50

	Pests and diseases attack
	7
	8.75

	Drought
	1
	1.25

	Aged coffee trees
	9
	11.25

	Poor management
	2
	2.50

	Decrease in soil fertility
	2
	2.50

	Lack of capital to purchase in puts
	20
	25.00

	Decrease in price level of coffee
	28
	35.00

	Total 
	80
	100.00


Source: field survey, March 2011 (n=80)
Result showed that 28 (35%) respondents said that the decline in coffee productivity was due to the lower price level of coffee per kilogram, while 20 (25%) respondents said that the decline in coffee productivity was due to the lack of capital for purchasing the in puts like fertilizers, herbicides and pesticides. 9 (11.25%) respondents said that the decline in coffee productivity  was due to the aged coffee tree, 7 (8.75%)  said that the decline in coffee productivity was due to the pests and disease attack and 6 (7.5%) of the respondents said that the decline in coffee productivity was due to the decrease in labour force. The rest of the respondents said that the decline of coffee productivity was due to the poor extension service, drought, decrease of soil fertility and decrease of coffee growing area per household.

This implied that the factors for decrease in coffee productivity were mainly caused by the adverse effects of international trade, being subjected to the increase in price of inputs and decrease in price level of coffee.

[bookmark: _Toc366039656][bookmark: _Toc366087207][bookmark: _Toc366087514]4.8 Application of Fertilizers, Herbicides and Pesticides
The application of fertilizers, herbicides and pesticides are very important to increase the quality and quantity of coffee production as shown in table 16.

The results showed that the maximum application of inputs was in 2001 when 13 (16.25%) of respondents used inputs like fertilizers, herbicides and pesticides in their coffee plantation and below 20 (25%) of the respondents from 2001 to 2010. This revealed that the level of application of inputs in coffee plantation was low due to the low price of coffee to enable the coffee growers to buy such inputs or the price of inputs were found to be high and un affordable in the market, hence to reduce the quality and quantity of coffee production.

[bookmark: _Toc366039657][bookmark: _Toc366087208][bookmark: _Toc366087515]Table 16: Years when the Respondents Used Input in Coffee Plantation
	YEARS
	Frequency
	Percent 

	2001
	13
	16.25

	2002
	10
	12.50

	2003
	9
	11.25

	2004
	6
	 7.50

	2005
	8
	10.00

	2006
	7
	  8.75

	2007
	8
	10.00

	2008
	7
	  8.75

	2009
	6
	  7.50

	2010
	6
	  7.50

	TOTAL
	80
	100.00



Source: field survey march 2011 (n= 80)

[bookmark: _Toc366039658][bookmark: _Toc366087209][bookmark: _Toc366087516]4.9 Price of Coffee in the Study Area 
Low price of coffee had caused adverse effects in the coffee plantation such as poor     drying the coffee cherries and in ability to replace the aged coffee tree.
[bookmark: _Toc366039659][bookmark: _Toc366087210][bookmark: _Toc366087517]
Table 17: Adverse Effects on Coffee Industry   
	Adverse effects
	Frequency
	Percent 

	Poor drying the coffee cherries after harvesting 
	9
	11.25

	In ability to weeding
	7
	8.75

	In ability in pruning
	6
	7.50

	In ability to replace the aged coffee tree 
	18
	22.50

	In ability to purchase inputs for coffee production
	28
	35.00

	Poor storage facilities for coffee products after harvesting.
	5
	6.25

	Poor mulching
	7
	8.75

	Total 
	80
	100.00


Source:   Field survey march 2011 (n =80)

The results showed that 46(57.50) respondents said that the adverse effects on coffee industry due to low price paid to the coffee growers were in ability to replace aged coffee tree and to purchase inputs for coffee production. The rest respondents below 50% of the respondents said that the adverse effects on coffee industry due to low price paid to the coffee growers were poor drying coffee cherries after harvesting, poor mulching, in ability to weeding, in ability to pruning and poor  storage facilities for coffee  products after harvesting, being equivalent to 34(42.50%) respondents.

This implies that adverse effects on coffee industry were fuelled by low income earned from coffee sales since coffee was the main source of income in the study area. Hence, to lead to low coffee production.

[bookmark: _Toc366039660][bookmark: _Toc366087211][bookmark: _Toc366087518]4.10 The Economic Infrastructures
The economic infrastructures in the study area in regard to the present conditions were generally poor. The selected infrastructures were roads, rate of fare expenses, power electricity supply and water supply as shown in table 18.

[bookmark: _Toc366039661][bookmark: _Toc366087212][bookmark: _Toc366087519]Table 18: Conditions of the Economic Infrastructures
	Responses to the poorest conditions of the economic infrastructures  (n=80)
	Frequency
	Percent

	Water supply
	8
	10

	Rate of fare expenses
	12
	15

	Road
	40
	50

	Power electricity supply
	20
	25

	Total 
	80
	100.00


Source:  Field survey march  2011 (n =80)

The results showed that 8 (10%)respondents said that the present conditions of water supply was the poorest, 12(15%) respondents said that the present conditions of rate of fare expenses was the poorest 40(50%) respondents and 20(25%) respondents said that the present conditions of road and power electricity supply respectively were the poorest. This implies that the decline in coffee production was caused by high running production costs being intensified by rural feeder roads that were impassable during the rain seasons and delays in delivery of coffee products for processing and marketing.

[bookmark: _Toc366039662][bookmark: _Toc366087213][bookmark: _Toc366087520]4.11 The Most Factors to Discourage the Coffee Production
Coffee production was discouraged by different factors such as high taxation charged on sale of coffee and in access to credit provision.
[bookmark: _Toc366039663][bookmark: _Toc366087214][bookmark: _Toc366087521]Table 19: The Factors That Discourage the Coffee Production
	Factor
	Frequency 
	Percent 

	High taxation charged on sale of coffee in the market
	22
	27.50

	In access to credit provision by the financial institutions.
	30
	37.50

	Poor crop husbandry management
	3
	3.75

	Poor rural feeder road infrastructures
	13
	16.25

	In access to land ownership
	4
	5.00

	In access to supply of electricity
	6
	7.50

	High TANESCO tariff charges
	2
	2.50

	Total 
	80
	100.00


 Source: Field Survey, 2011

The results showed that 30 (37.50%) respondents said that the most parameter to discourage the coffee production was in access to credit provision by the financial institution. Also, 22 (27.50%) respondents said that high taxation charged on sale of coffee in the market was the next factor to discourage the coffee production. The rest respondents below the average said that poor crop husbandry management 3(3.75%), poor rural feeder road infrastructures 13 (16.25%) in access to land ownership 4 (5.00%), in access to supply of electricity 6 (7.50%) and high TANESCO tariff charges 2(2.50%) were the factors to discourage the coffee production in the study area. 

From Figure 2, it was observed that the use of dips to control tick borne disease was going down due to increase of charges to dip the cattle. This problem resulted to the decrease of indigenous livestock, and therefore to limit the supply of manures to improve soil fertility and in turn to improve coffee production.



[bookmark: _Toc366039664][bookmark: _Toc366087215][bookmark: _Toc366087522]Figure 2: A devastated Cattle Dip at Ibosa Area in  Bukoba Rural
[image: scan0003]Source:  Field Survey, 2011
[bookmark: _Toc366039665][bookmark: _Toc366087216][bookmark: _Toc366087523]Figure 3: Poor Method for Drying the Coffee Cherries after Harvesting That Contributes To Poor Quality of Coffee Exports at Ibosa – Bulinda in Bukoba Rural
Source:  Field Survey, 2011
[image: ]The methods for drying the coffee  cherries after harvesting was observed to be poor, the situation that contributed to poor quality of coffee exports due to the lack of special mats for drying .

[bookmark: _Toc366039666][bookmark: _Toc366087217][bookmark: _Toc366087524]Figure 4:  One of Aged Coffee Tree Over 50 Years at Ibosa (Bulinda) in Bukoba Rural by Peter Varsity
Source: Field Survey May  2011

In ability to replace the aged coffee tree contributed to low production of coffee. Un attended coffee plantation due to high running production costs to purchase the herbicides to control weeding. This implies that the coffee growers were neglecting  the coffee farming activities due to the low price of coffee.


[image: ]
[bookmark: _Toc366039667][bookmark: _Toc366087218][bookmark: _Toc366087525]Figure 5, Coffee Plantation that was Left Unattended by Emmanuel Kaiza at Buhano village in Bukoba Rural
Source: Field survey, 2011




[bookmark: _Toc366039668][bookmark: _Toc366087219][bookmark: _Toc366087526]
CHAPTER FIVE

[bookmark: _Toc366039669][bookmark: _Toc366087220][bookmark: _Toc366087527]5.0 CONCLUSION AND POLICY RECOMMENDATIONS

[bookmark: _Toc366039670][bookmark: _Toc366087221][bookmark: _Toc366087528]5.1 Conclusion
The research has identified that the impact of international trade on coffee industry in the study area was due to a number of factors, the main ones being the decline in coffee price levels, decline in coffee production, and increase in running production costs being influenced by high price of inputs such as fuel, spare parts, fertilizers, herbicides and pesticides. 

Running production costs in coffee industry increases as the price of foreign currency in terms of Tanzanian currency increases. This resulted in coffee industry to become import dependency that makes the foreign currency to be highly demanded on the equilibrium exchange rate and therefore to raise the price of the foreign currency by depreciating the Tanzanian currency. Therefore, more coffee products are exported at a very low price and less in capital goods required by coffee industry like fuel, spare parts and other intermediate are exported at a very high price and in a long term to cause the poor performance in coffee industry.

The results show that the mean of diesel (import) prices for ten years was above and the mean of coffee (exports) prices for ten years was below the mean value of a dollar in terms of Tanzanian currency to reveal that more coffee products are exported very cheaply and less fuel products are imported very expensively. Also, with the help of least squares regression and time series analysis as referred from a trend line, the price of a dollar in 2011 year would be 1435.9, in 2012 year would be 1491.7 and in 2013 year would be 1547.5 in Tanzanian currency. This indicates that import dependency would make the price of a dollar to be highly demanded by increasing the running production costs in coffee industry. Also, the results showed that the decline in coffee production was due to the decrease in price of coffee in the market and therefore to lead to the adverse effects on coffee industry such as in ability to purchase in puts.

This includes the most parameter to discourage the coffee production such as in access to credit provision and high taxation charged on sale of coffee in the market to reveal that coffee industry continue to experience the impact of international trade that force inflation up ward and in turn to increase running production costs in the coffee industry.

5.2 [bookmark: _Toc366039671][bookmark: _Toc366087222][bookmark: _Toc366087529]Policy Recommendation
The government would insist on the use of natural pesticides and organic fertilizers and discourage the imports of agro chemicals which are very costly. This approach would secure the foreign currency and thus to reduce import dependency. Therefore, the coffee growers in the study area should adopt the indigenous technology and innovation, and be integrated in coffee farming activities by applying the natural pesticides and organic fertilizers, the coffee growers need proper education and research activities accountable to coffee farming on different natural methods used in controlling pests in order to produce coffee of high quality which would be competitive in the market. This approach would increase the earnings of the foreign currency to import the spare parts and other intermediate products required in the coffee industry.
The government should invest much more to exploit the available resources such as gas-utilization at full capacity. The approach that would enable the coffee processing industries to reduce the importation of oil and off set the adverse impact of international trade. 

The coffee producers in the study area must get support in terms of equal and fair exchange between foreign currency and domestic currency. This would over come the price fluctuation problems, hence bring about the stable price of the coffee prices in the world market. Also, this would reduce the high running production costs ranging from coffee growers to coffee processors.

The economic diversification should be put into consideration for over coming the adverse effects of international trade as the coffee producers in the study area depend on cash crops, which are vulnerable to the price fluctuations in the world market, and cause instability of the incomes of the coffee producers. Alternatively, this approach would comply with the introduction of new cash crops. For instance, vanilla and Moringa oleifera farming in the study area where by the government would encourage the coffee growers to extend these new cash crops in a large scale. 

The three crops; vanilla, moringa oleifera and coffee can be grown under the same soil texture and climatic conditions, so to reduce the average variable costs in the  regard of labour and land  utilization. This approach would raise the incomes of the coffee growers and the foreign exchange earnings as well, and eventually to reduce the adverse impact of international trade.
The results show that in order to over come the impact of international trade on coffee industry, the government is advised to improve the infrastructures in the form of water and electricity supply in the study area. This approach should enable the coffee growers to establish the micro-projects like daily cattle, poultry, pigs and horticulture. This could raise the incomes of coffee growers, and improve the coffee farming activities like mulching, weeding, pruning and replace the aged coffee  tree and the purchase of inputs that could increase coffee production.

The central government and local government in particular should currently continue to invest in rural areas. Such investment should aim at providing water supply, cattle dips, electrification, schools, hospital and rural roads that would extremely be vital and critical to stimulate coffee farming activities, so as to avoid overpopulation in urban center. This approach would maximize the number of labour force that would be self employed in coffee farming activities, hence reducing the unemployment problems on the government part and in turn to increase the coffee exports.

The government should ensure that extension services are adequately provided and enable the coffee growers to adopt technical know how and coffee farming skills. This approach would make the coffee growers to adopt clonal coffee variety or Hybrid that can increase coffee production and be resistant to coffee berry disease compared to robusta coffee which is grown by majority in the study area. The government is advised to review the monetary and fiscal policies. This is because the provision of credit to coffee growers at the lower rate of interest and tax will enable the coffee growers to buy the inputs at the fair price, hence increasing coffee production in the study area.

5.3 [bookmark: _Toc366039672][bookmark: _Toc366087223][bookmark: _Toc366087530]Areas for Future Research 
Due to the limitations of the study as discussed in chapter three, there is a ample time for further research since the study has confined to the impact of international trade on coffee  industry in Kagera region. Therefore, further research may include other researches to study the impact of international trade on coffee industry in other regions like Kilimanjaro and Mbeya, In among the regions of coffee growers in Tanzania. Further, research may include the impact of international trade on agro- industries. This is because much of the controversy about the adverse effects of international trade is stemming from the perception that the macro- economic policies are being dictated by the international liquidities as agents of the coffee importing (developed) countries, the then industrialized countries. As a result, the coffee exporting (developing) countries are forced to comply with macro- economic polities even if the coffee exporting country like Tanzania has low comparative advantage.
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APPENDIX 1: RESEARCH QUESTIONNAIRES

A: RESEARCH QUESTIONNAIRES – (Agricultural sector)
1. 	How old are you? 
(a)	18 -28 years
		(b)	29 –39 years 
		(c)	40 –50 years				(	)
		(d)	51 – 60 years 
		(e)	Above 61 years 
2.	What is your sex?
	(a)	Male
	(b)	Female 				(	)

3.	What is your education level?
	(a)	Standard VII (Seven)
	(b)	Below standard VII (Seven)
	(c)	Ordinary level (Form four)		(	)
	(d)	Advanced level (Form six)
	(e)	Above advanced level (Specify please) 

4. What was the selling price of coffee per Kg. Between the years 2000 and 2010?
	YEAR 
	PRICE OF COFFEE PER KG.

	
	ARABICA 
	ROBUSTA 

	2000
	 - 
	 -

	2001
	 - 
	 - 

	2002
	 - 
	 - 

	2003
	 - 
	 - 

	2004
	 - 
	 - 

	2005
	 - 
	 - 

	2006
	-
	-

	2007
	-
	-

	2008
	-
	-

	2009
	-
	-

	2010
	-
	-




5.	Are you satisfied with the price offered in the market for the above crop 
	(a)	Yes
	(b)	No 					(	)
6.	Do you experience any deduction from your sale price?
	(a)	Yes 
	(b)	No 						(	)

7.	Do you use the following inputs in your coffee plantation please tick at appropriate space
	IN PUTS
	COFFEE

	
	YES
	NO

	Fertilizers 
	
	

	Herbicides 
	
	

	Pesticides 
	
	


	 
9. Do you get the following inputs on credits or cash (tick at appropriate space) in your coffee plantation?
	INPUTS 
	NOT USED 
	ON CREDITS 
	IN CASH 

	Fertilizers 
	
	
	

	Herbicides 
	
	
	

	Pesticides 
	
	
	



9.	Are you satisfied with the selling prices of the following in puts in your coffee plantation?
	INPUTS 
	YES 
	NO 

	Fertilizers 
	
	

	Herbicides 
	
	

	Pesticides 
	
	


 

10	Are you supplied electricity from the national grid 
	(a)	Yes 
	(b)	No 					(	)
11.	If the answer for item 13 is no, what is the source of power/energy you use to facilitate your domestic activities 
	(i)			
	(ii)			
	(iii)			
	(iv)				

12. What do you consider to be the present conditions of the economic infrastructures?
	ECONOMIC INFRASTRUCTURES
	CONDITIONS

	
	GOOD
	NOT SATISFIED
	POOR

	ROAD 
	
	
	

	TRANSPORT FACILITIES IN CONNECTION WITH FARE EXPENSE 
	
	
	




(From above, tick at appropriate space)

B:  (INTERVIEWS) – Industrial sector

1.	Do you use oil/ fuel as one of the input in your industry? 
………………………………………………………………………..………………..
2.	Are you satisfied with the selling price of such input (oil/ fuel) 
………………………………………………………………………..………………..
3.	Do you use power in the form of electricity in your  industry to operate? 
………………………………………………………………………..………………..
4.	Is the current electricity tariff in your industry fair to your business? 
………………………………………………………………………..………………..
5.	Please provide figures (estimate) for your monthly electricity bill as an operational cost in your industry? 
………………………………………………………………………..………………..
7.	Does your industry have any financial borrowing (credit) with any financial institution in Tanzania? 
………………………………………………………………………..………………..
8.	If yes, is the borrowing rate fair to your business? 
………………………………………………………………………..………………..
9.	How many workers were trained in each year-give matrix for at last five years 
………………………………………………………………………..………………..
10.	How many skilled workers does your industry have?
………………………………………………………………………..………………..
11.	Is there any shortage of skilled workers in your industry? 
………………………………………………………………………..………………..
12.	Do you achieve an optimal production in your industry if the answer is no, why? 
…………………………………………………………………………….
 13. Give a matrix of marketing prices of oil/ fuel per litre (Import) and one (1)
           kilogramme of coffee (exports) in the format provided here below. 
	YEAR
	PRICE OF DIESEL PER LITRE
	PRICE OF COFFEE   (ROBUSTA) PER KILOGRAMME
	PRICE OF A DOLLAR INTERMS OF TANZANIAN CURRENCY

	2001/2002
	
	
	

	2002/2003
	
	
	

	2003/2004
	
	
	

	2004/2005
	
	
	

	2005/2006
	
	
	

	2006/2007
	
	
	

	2007/2008
	
	
	

	2008/2009
	
	
	

	2009/2010
	
	
	

	2010/2011
	
	
	



14. Give a matrix of exchange rate of the dollar in terms of the domestic (Tanzanian) currency between year 2000 and 2010. The rate required is your industry operating/marketing standard rates.
	YEAR
	US $
	TZ SHS

	2000
	1
	

	2001
	1
	

	2002
	1
	

	2003
	1
	

	2004
	1
	

	2005
	1
	

	2006
	1
	

	2007
	1
	

	2008
	1
	

	2009
	1
	

	2010
	1
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