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ABSTRACT

Although agriculture is the main source of incoroe the majority of Tanzanian’s
the sector is not well developed, especially oncafjural marketing. The major
objective of this study was to assess the Role afehouse Receipt System (WRS)
in improving the small holder farmer’s income (casedy cashew nuts farmers in
Mtwara Region) More specifically, the study intedd® analyze the relationship
between production, price, storage and cashew fautsers income increase at
Mtwara region to analyze the relationship betweeficp made for Warehouse
Receipt System at Mtwara region. The survey covénedcashew nuts farmers in
MAMCU (Mtwara and Masasi Cooperative Union) and TAGU (Tandahimba and
Newala Cooperative Union) various primary societMsvara District, Mtwara
Rural, Nanyumbu, Masasi, Newala and Tandahimbaclk{lga, Chiungutwa, Lengo,
Naliendele, Mtawanya and Nanguruwe) who make pribolucof cashew nuts at
Mtwara region were used, coaster and mini buses.m&or finding from the study
Is that the price increase or set by in WarehouseelRt System is the cause of the
improving of smallholder farmers income thus is dfemal to farmers to adopt a
better life. Among other factors, perceived gen®/&S operation is the influential
factor in determining customer’s satisfaction in 8/R'he study findings indicated
that there was a positive and significant relatmndetween perceived WRS service

provided and customer’s satisfaction in Warehouseeipt System operation.
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CHAPTER ONE

1.0INTRODUCTION

1.1  Background tothe Study

The lack of markets and access to credit is a ses@nstraint for many farmers in

many developing countries. Warehouse receipts syst@an important and effective

tool for creating liquidity and easing access teddras well as the market answer to
the farmers. Such schemes also offer additionakfiisnsuch as smoothing the

supply and prices in the market, improving growecomes, and reducing food

losses. This research describes the role of wasehoeceipt system in improving

smallholder farmers’ income which sets out the miszlequestions, and challenges to
be asked regarding the critical conditions forsiiecess and illustrates the ways of

running such a system.

In many developing countries, past government vet@ions in commodity markets
have reduced the economic returns to private stooagemoved the need for private
credit. But with the opening of markets and theeiddization of trade, such
instruments as warehouse receipts are becomingriampoin the transition to
markets, serving to reduce uncertainty and enhefficgency. For warehouse receipt
systems to work well, government and industry niuskd a legal and institutional

framework to guarantee performance and minimizgsaetion costs.

WRS in Africa was developed and emerged as an irapomeans of improving the
performance of agricultural marketing system iniégdrfollowing trade liberation in

the 1980s. The counties which joined with this eystare Kenya, Uganda, Ghana,



Bukina Faso, Zambia, Malawi, South Africa and RwandThese countries have

strengthened its delivery system and boost tradb@exchange floor.

Financial fragility in rural Africa can in part battributed to production and
marketing problems in agriculture. The developmanivarehouse receipt systems
(WRS) emerged as an important means of improvieg#rformance of agricultural
marketing systems in Africa following liberalizatian the 1980s (Gideon, 2010).
Progress in promoting WRS and related market urigtits in Africa has generally
been slow or limited but interest remains high astérn and Southern Africa as well
as elsewhere in Africa. For example, Uganda is edipg its WRS, especially for

grains, to ensure increased trading activitiegdgammodity exchange.

The Government of Kenya has in its 2010/11 budtgement committed itself to
supporting the development of WRS and other relarchange infrastructure,
building on a pilot initiated by the Eastern AfriGxain Council (EAGC) (Onumabh,
2010) The objective is to develop institutional rastructure that will improve
management of household food security as well as aacess to regional markets
for Kenyan stakeholders. The Government of Rwasdanilarly collaborating with
the EAGC to promote WRS as a means of ensuring reffi@ent trade in staple
grains. Elsewhere in West Africa, the Abuja Sd@siand Commodity Exchange is
seeking Federal Government support to develop a WRiSh will strengthen its
delivery system and boost trade on the exchange flOnumah, 2010). Similar
initiatives are being pursued in Ghana and Burkiaso. In Zambia, stakeholders are

advocating warehouse legislation in order to baddfidence in the receipt system,



while investing in rural aggregation infrastructuceexpand scope for smallholder

access to the receipt system.

Since Independence, Tanzania Cashew nuts Sect@xpasienced distinct periods
with varying production performance in other dey&hgy countries in and outside
Africa. Since 1960s cashew nut production has keetuating (Towo and Kimaro,

2013) Total production declined significantly fr@emallholder’s farmers in some of
the poor regions producing cashew in Tanzania. CHs&ew nuts sector in Tanzania
has a history of production swinging rapid growth1970 and rapidly declined in

1990 and became stagnant in 2000’s. This causeatktime of per capital in cashew
nut sector for 70% in 1960This decline cause Tanzania production loss in &lob

competitiveness as new countries entered the market

It is concerned that production of cashew nuts amzZBnia mostly done by small
holder farmers in the regions such as Mtwara, LiRlivuma and Costal Region.
Since then, smallholder farmers have been workilasety with cashew nut

stakeholders such as Cashew nut board, primaretss;i government, financial
institutions and warehouse operatoLyirfio, 2009). They have been benefited in
getting subsidies, small loans, agricultural tragnand many others. Apart from that
small holder farmer's income has increased duenéoincrease in price which is
attributed by the increase in production. The nm&takeholders who are close to
farmers are warehouse operators. They buy cashéwlimactly from farmers and

issue them certificates. Warehouse operators helvieveed to play their roles and

their contributions to improve the welfare of fams@ave been noted.



According to MKUKUTA and National Development Visicof 2025 (URT, 2008
Tanzania intends to strengthen its warehouse regulaegime in order to ensure
that receipting can be mainstreamed for staplengras has been achieved for export
crops such as coffee, cotton and cashew. Thisea as essential in ensuring the
viability of a commodity exchange which public gmdvate sector players intend to

establish.

1.2  Statement of the Problem

Despite the realized significances of warehouseipésystem in improving farmer’s
welfare, the system has been facing challengds wperations of selling cashew nut
abroad (exporting) and buying from small holdenfars. Warehouse receipt system
hasn’t achieved its objectives as expected durisgestablishment. This has also
affected the development of farmers’ income. Nalgthas so far done to exactly
assess the warehouse receipt system roles in imgremallholder farmers income
and explore the challenges it faces in implementisgactivities. Thus, the study
wishes to assess WRS role in improving farmer'simne and examine the challenges

facing the implementation of WRS in Tanzania.

1.3  Research Objectives
1.3.1 General Objective
The general objective of this study was to asseRSWle in improving smallholder

farmer’s income in Tanzania.

1.3.2 Specific Resear ch Objectives

The study was specifically intended to:
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(ii)

(iii)
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(i)

(ii)

(iii)
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Determine the benefits of warehouse receipt sy$#WRS) in improving small

holder farmer’s income in Tanzania

Examine the main challenges facing WRS in improwsngall holder farmers
income in Tanzania

Find out the measures that should be taken to weptite operations of WRS

in Tanzania

Resear ch Questions

What are the roles of warehouse receipt system (WRSMproving small

holder farmer’s income in Tanzania?

What are the main challenges facing warehouse pessistem (WRS) in

improving small holder farmer’s in Tanzania?

What are the measures that should be taken to wragh® operations of WRS

in Tanzania?

Statement of Hypothesis

H1: There is the relationship between small holdemers per capital income and

warehouse receipt system (WRS) in Tanzania.

16

Significance of the Study

Now days to win the markets and get more earning®dth the Governments and

the farmers need to mobilize all internal energietheir firms in order to cope with

the increasing competition and changing of busiressronment (Kotler, 2001).

This study will help Warehouses receipt system @wetbp new insights in their

operations and marketing strategies to offer gquetating service to their customers



SO as to retain and maintain them. They will bellehged to understand farmers’
expectations and their level of satisfaction onelause receipt system service or
operation. This will be a wake-up call in improvirapnd maintaining quality

operation of the system.

The study will also help the Government and pohtgkers to have an opportunity
of formulating policies and standards of regulatithg operations of Warehouse
receipt system to various levels of the farmersun country. Moreover, the Nation
will use the recommendations of the study to makprovements and maintenance
of provision of more registered warehouses forghgose of increasing efficiency

and effectiveness of the system.

The study also provides transparency about WarehBeseipt System Operations
hence widening up the horizon of all interestedpbeor stakeholders like producers
(farmers) warehouse depositors and operators, diakaninstitution and the

Government Authorities to satisfy their interestsl aassurance of their prosperity.
Moreover the study will Improve and increase théepbal benefits to cashew nuts
and other crops production, export earnings, anketiag in the country and other

countries in the liberalized global market.

1.7  Scopeand Delimitations of the Study

According to Co build English Dictionary (2000),lid@tation is a term derived from
the word delimits, which means to establish theitlitm something. The study is
delimited to Mtwara rural in Tanzania as the casdys The study will mainly focus

on three issues as such as; warehouse receiptsysshew nut farmers per capital



income and will suggest ways for improvement of lenpentation of WRS in

Tanzania so as to achieve the intended objectivestablishment.



CHAPTER TWO

20LITERATURE REVIEW

21  Overview

This chapter has reviewed and discussed the litempresented by various scholars
or authors that relate to the research study. ©heaptual definitions were presented
and the review of various related theories wereeddmpirical study was done

where scholarly studies from all over the worldriéd and Tanzania were presented
and discussed and the research gap was identmfiedhreroughly discussed. The

chapter finally presented a conceptual model that study will use to test the

hypothesis.

2.2 Definitions

221 Warehouse

A warehouse is a key part of the supply chain arhgrily aims to control the
movement and storage of materials within a wareh@ml process the associated
transactions, including shipping, receiving, putagvand picking. The systems also
direct and optimize stock put away based on read-information about the status of
bin utilization. The basic function of a warehouséo store goods. This means that
they receive deliveries from upstream suppliers,adg necessary checking and

sorting and store the materials (Waters, 2003).

According to Waters (2003) traditionally warehousesre seen as places for the
long-term storage of goods. Now organizations wyntove materials quickly

through the supply chain, so their role has changézican add some details and get



the following list of activities that are generalhcluded in ‘warehousing’ as listed
below:

() Receiving goods from upstream suppliers

(i)  Identifying the goods, matching them to orders famding their intended use
(i)  Unloading materials from delivery vehicles

(iv) Doing any necessary checks on quantity, qualitycomdlition

(v) Labeling materials (usually with bar codes) so tbay be identified

(vi) Sporting goods as needed

(vil) Moving goods to bulk storage area

(viii) Holding them in stock until needed

(ix) When necessary, moving materials from bulk stotagesmaller picking store
(x) Picking materials from this store to meet orders

(xi) Moving the materials to a marshalling area

(xii) Assembling materials into orders

(xiii) Packing and packaging as necessary

(xiv) Loading delivery vehicles and dispatching the order

(xv) Controlling all communications and related systesugh as inventory control

and finance.

2.2.2 Warehouse Receipt System (WRS)

According to Coulter and Onumah (2002) Warehouseipes (WR) are documents
issued by warehouse operators as evidence thatfisgecommodities of stated

quantity and quality have been deposited at paatidacations by named depositors.

The depositor may be a producer, farmer groupetrakporter, processor or indeed
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any individual or body corporate. The warehouse ratpe holds the stored
commodity by way of safe custody; implying he igdiy liable to make good any
value lost through theft or damage by fire and otiaastrophes but has no legal or
beneficial interest in it. The receipts may besfarable, allowing transfer to a new
holder a lender (where the stored commodity is gaedas security for a loan) or a
trade counter-party which entitles the holder teeteelivery of the commodity upon

presentation of the WR at the warehouse.

2.3  Critical Review of Supporting Theories

According to Coulter and Shepherd, 1995; The Néwterican Warehouse Receipt
System. (WRS) model may not be suitable to Afrmad number of reasons. First,
there is the problem of assuring the integrityha system in countries where public
regulatory functions are perceived as weak, andreviigeere is no effective and
articulate farmer lobby to rein in a non-performiagthority. Second, there is the
difficulty of overcoming the skepticism of bankensd others who fear that any new
scheme will be undermined by pilferage, embezzl¢raepolitical intervention. The
third challenge lies in ensuring the financial ausbility of a regulatory regime
depending on user-fees in countries with relatively volumes of output of grains
and oilseeds; and to ensuring that smallholder éesnproducing small marketable

surpluses benefit from the system without havingderifice its sustainability.

With assistance from the Common Fund for Commagli(@-C) and other donors
(Dudd, 2001) assisted a range of Zambian partieslu@ing farmers, bankers,
traders, millers and policy matters) 15 to devetomational warehouse receipts

system, using an approach which might prove mordehlyiapplicable and to other
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countries of Sub-Saharan Africa. The approach wresffostering the development
of a national network of privately managed warelesysissuing transferable
warehouse receipts, and where trust is developeddh a robust non-Governmental
certification and inspection system. The warehoumes required to apply strict
commodity grading and weight standards, and eleralocuments (electronic
warehouse receipts (EWRSs)) are used with a vievedocing transaction costs and
enhancing security. The prime source of incomehefdertification agency is user-

fees, though it may be subsidized in its early year

24  Empirical Analysisof Relevant Studies

According to Coulter and Onumah (2002), WRS haalga¢d the development of
commercial farming in North America, and permittaa effective transition from
State control to liberalization in South Africawill be more challenging to establish
it in other African countries where smallholderg aesponsible for producing the
bulk of agricultural surpluses. However, if sucdekthe developmental impact may
be greater, given the dearth of alternative calidtesuch as mortgage able real

estate.

The North American regulated system has much tonoend it, particularly its
agricultural and commaodity-specific focus, and tiseg of companies trading the
commodity concerned. It compares very favorablyhi Civil Law system adopted
in Latin America, making the warehousing servicailable to a wider public,
reducing storage costs and assisting in the priofeggzation of the commodity
chain players. Notwithstanding this, Latin Americas re-engaged with its WRS

over recent decades and is now a source of initegeanovations.
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The Brazilian experience up to the 1990s shows populist politics can distort a
warehousing system, resulting in ill-designed andsrocated warehouses, the
abandonment of grading systems and unreliablegaasarvices, the very antithesis
of policy-makers’ original purpose with market imstions of this kind. It also shows
that it is only worth introducing regulatory regism@here they can be strict, efficient
and insulated from political pressures; if thesecpnditions cannot be met, it is

better not to try (Fafchamgsal., 2006)

The establishment of a special discount window lé@ns backed by warehouse
receipts can be an effective means of promoting \iR&igh it is unclear how much
difference it would make at present in African ci@s, given situations of surplus
liquidity in the banking sector and constraintstba use of WRS discussed in this

report.

The introduction of the warehouse receipt systemfbathe most part gone hand in
hand with the development of commodity exchangbsudgh there are some
exceptions where exchanges have not been in pageBulgaria and Kazakhstan.
There is a high level of interdependence betweesetltwo innovations, with the
warehouse receipts providing a mechanism for deliagainst exchange contracts,
and the exchange providing additional liquidityugpla means of valuing the

warehouse receipt and liquidating the underlyingnemdity (Onumah, 2009)

Electronic warehouse receipt systems (WRS) areyairkgovation with scope to
radically reduce cost, increasing security, faaiéttransactions and provide useful

information to players — and the system is avaddbff the shelf (Kwadjo, 2000)
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Lastly, successful warehouse receipt systems ahmitmal devices that farmers and
others can use to take greater advantage of ammallmarkets. They are not
panaceas for the ills of those markets, or solstimnproblems of rural poverty as

such.

25  Benefitsof the Warehouse Receipt System (WRS)
The benefits of this system include facilitatingde, enhancing market efficiency,
easing access to rural finance, mitigating pricks; and enabling cost effective

management of public food reserves. These arestisdusubsequently.

25.1 Facilitating Trade

By enabling commodities of known description todssembled at stated locations, a
WRS facilitates impersonal trade by reducing infation asymmetry between
counter-parties. The warehouse operator is ablepriavide information on
inventories available and on demand from major g little or no cost. He also
guarantees delivery commodities matching statedagiaghst date contracts. This is
likely to benefit smallholders who can bulk up theiops and sell further down the
marketing chain to large traders, processors ancegmnal markets for a better
price. They are able to participate in a modern affetient commodity market
because the system encourages them to comply witimodity standards, which

will also curtail cheating on weights and quali@o{lteret al., 2007).

5.2.2 Enhancing Marketing Efficiency in Agricultural Markets
The use of warehouses as delivery locations wilbwaltransparent trade in

agricultural commodities to develop—between prodsicend large traders or
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processors, thereby reducing the length of the et chain and narrowing
distribution margins. Producers are also able ferdde sale of produce by making
use of inventory credit to satisfy immediate conption needs. Increased storage by
participants in the commodity system will moderagasonal price variability and
reduce trade margins for the benefit of both predsi@and consumers. Storage will
also occur in well-run warehouses or silos, theredgucing post-harvest losses,
which are quite substantial in SSA and often megmfgcant loss of income to farm

households (Slater and Diana, 2006).

According to DFID (2009) Subsistence producers malybe in a position to take
advantage of the system, because they have lijtlavdly of surplus to store.
However, their capacity to cope with household faesecurity will be improved
because with decline in seasonal price variabilitye marginal sales they make
during the harvest season will command higher prie@d the food the household

must ‘buy back’ in the lean season will cost less.

5.2.3 Easing Accessto Rural Finance

A Ware Receipt System will facilitate developmehetficient and accessible rural

financial systems. By attracting deposits from $rfainers and traders, the system
will help formalities their trade transactions, blag a database on their activities to
be generated, which will assist banks in evalualwan requests. Lenders can
mitigate credit risks using collateral (the ston@aduce), which is more readily

available to the producer and of better qualitynttiee traditional security that banks

in Africa accept (e.g. real estate) (IFAD, 2011).
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Availability risk, associated with movable collakris reduced by the warehouse
operator’s guarantee of delivery from a statedtiooaand foreclosure can be simple
and low cost, without any resort to the courts, etheling on the legal regime
seventeen. Lenders can minimize the risk of lossvalie of the collateral by
monitoring movements in its market value and usmagrgining and price risk

management instruments (discussed in mitigatingepisks section).

Lenders no longer need to monitor a large numbesnodll borrowers, but few
warehouse operators to assure loan performancs.wWilireduce monitoring costs
and encourage commercial lending to the rural sehtdping to capitalize the rural
trade; and in turn, facilitating the developmentaofompetitive national network of

service providers in rural areas.

5.24 Mitigating Price Risks

Producers in most developing countries lack themméa mitigate price risk, and this
affects their income and ability to repay loans.wAl facilitate development of
simple mechanisms by which producers, lenders utdits can secure a floor price
by locking in a fixed future price. Forward contimand over the-counter put options
can be used for this purpose, but the former entaibstantial performance risks
producers have strong incentives to revoke on fahweontracts if prices rise
significantly above the fixed future price or thaay simply fail to deliver according
to specification. Warehouse operators can mitigadeh risks by guaranteeing
delivery against forward contracts (Rashet al., 2008). The development of

commodity exchanges makes it possible for produaedslenders to gain access to
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exchange-traded forward contracts, or more sophistl price insurance

instruments like futures and options.

Varangis and Larson (1996) found that this prospged stirred up interest in
establishing commodity exchanges in a number otldging countries. However,
the exchanges are often promoted without ensurrag the pre-conditions for
success are in place, so that most end up merahtamediaries with little or no
active trading. The probability of success of sestthanges would be greater if

linked to licensed warehouses as delivery locations

5.25 Cost-effective Management of Public Food Reserves

Food security concerns have been an important rfdmbind what Jayne et al.
(1999) term ‘second generation’ government controfgat undermine the
development of efficient agricultural markets. Footsecurity has often been
attributed to inadequate food production and higbdf prices, but is increasingly
being acknowledged as being a problem of low anstalme household income
(Gladwin et al., 2001). Therefore, Zeller and Sharma (2000) adeoeatombined

range of policy instruments that increase houseimaidme, stabilize food prices and

improve household access to finance for consumpgtiooothing.

A Warehouse Receipt System will contribute to tht@imment of these goals, for
instance by enabling farmers obtain better pritesuigh deferring sale or selling
further down the marketing chain. It makes smoathsamption possible by easing
access to finance and households will benefit froone stable food prices, resulting

from improved storage and better managed supplhnagement of reserve stocks
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will be more cost-effective as the WRS will allovowgrnment access to more

reliable data on private stockholding, enablingtat forecast shortages more

realistically.

It will also create a more transparent system focpring and selling Government

stocks, using WRs. Large organizations will no lenige needed to manage strategic

food reserves, thus reducing the scope for coprguttices. Other benefits includes:

Such a warehouse receipts system has the berfefits o

()

(ii)

(iii)

(iv)

Mobilizing credit to agriculture by creating secuwellateral for the farmer,
processor, and trader helping to upgrade the stdsdad transparency of the

storage industry since it requires better reguiaéind inspect.

Lowering transaction cost by guaranteeing qualityy guantity which helps to
the increase of quality awareness.(assuring thityjdaposited is the same as

the quality withdrawn).

Smoothing market prices by facilitating sales tigtwaut the year rather than
just after harvests thus increasing market powesnadll-holders by enabling

them to choose at what point in the price cyclsdibtheir crops.

Increasing market power of small-holders by engptirem to choose at what
point in the price cycle to sell their crops thueping to create commodity
markets which enhance competition, market inforamatand international

trade.
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(v)

it requires better regulation and inspection.

(vi)

processor, and trader.

2.6 Theoretical Framework

26.1 Operation of WRS
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Figure2.1: Operation of Warehouse Recel pt System
Source: Kuserwa, (2009) The Warehouse Receipt Byistdanzania
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According to Kuserwa. N, 2009 the summary of how SWperates is summarized

below:

(i) Deposit of commodity in a licensed warehouse

(i) Depositor borrows against commodity upon surremgerine Warehouse
receipt to the bank

(i) Depositor with loan sells the commodity depositahaut loan sells the
commodity

(iv) Depositor is given Certificate of Title (CT)

(v) Buyer redeems CP from the financier

(vi) Buyer gets the commodity from the warehouse

(vii) Balance after payment of loan & interest is lefthe depositors account

2.6.2 Challenges of Warehouse Receipt System

The challenges which have led to the slow or lichipeogress in establishing WRS
in Africa appear to be quite common. They inclu@ekl of suitable storage
infrastructure, legal and regulatory issues, latkeguisite skills, missing or weak
complementary market institutions, difficulty in tracting key stakeholders
especially bankers, problems encountered in ergwnmallholder participation and
disabling elements in the policy environment. Wecdss these issues and practical

steps which can be taken to tackle them in this@ec

2.6.2.1 Lack of Suitable Storage Infrastructure
A network of secure, well-run warehouses whichaeessible to various depositors
is essential prerequisite for a successful WRS.tNES&A countries have physically

adequate grain storage capacity in excess of liomilions (Forestier, & Bryde,
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2003. The exceptions are Mozambique, Rwanda and Uganddnwkeed additional
investment in expanding grain storage capacity dase data in the study by the
World Bank/NRI/FAO (2010). However, the availableig storage facilities in the
grain-surplus producing areas in most ESA countiresowned by grain marketing
parastatals. With declining government investmeul fanancial support, their role in
the grain market has been diminishing in the pibstrhlization era, often leading to
operational and financial difficulties which undena investor$ confidence in them
as credible counterparties. Private storage infregire tends to be concentrated in

the urban markets.

Hence, while there may be excess storage capacdyain-surplus producing areas
in some ESA countries, credible private warehoys&aiors may not have access to
the facilities, thereby limiting uptake of WRS bmallholder farmer$ groups and
medium-scale rural grain traders — most large-stal®mers have suitable on-farm
storage. Lack of political will appears to hampatright sale of state-owned storage
facilities to private warehouse operators as a medmattracting private investment
in improving the physical conditions of under-wtdd facilities in rural grain

producing areas.

The option of setting up autonomous warehousing paones to take over state-
owned storage facilities in strategic locations anftér third-party warehousing
services which offers a means to mitigate the biktyi problems faced by the
parastatals have not been adopted by governmerttseimegion. Forestier, P. &
Bryde (2003 reported that, the government of Malawi consideresl option while

restructuring ADMARC in 2006.while Coulter & Onum#&2001) pointed that, the
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Government of Zambia took the lead in leasing wawmsks owned by the Food
Reserve Agency to private warehouse. The GovernofelMiozambique is reported
to have followed this model in recent times. On dliger side the lease tenure tends
to be rather short-term and therefore does notwage significant investment in

improving the physical infrastructure (Onumah, 2010

2.6.2.2 Legal and Regulatory Issues

Specific warehouse legislation and formal regulasiructures followed, rather than,
led the development of the successful receipt syst® the region. For instance,
South Africa’s silo receipt system is not backedspgcific warehouse legislation.
Neither was the successful WRS for grains in Zarbhigked by Malawawi (Coulter
and Onumah, 2002). Even where specific legislatias been enacted to back WRS,
as is the case in Tanzania and Uganda, the law c¢anadter the systems had
evolved. However, this does not detract from thedni® resolve legal issues which
can potentially diminish the holder’s title to t@derlying goods and/or security
interest in them. It tends to be particularly intpat to bankers who are usually keen
to avoid lengthy litigation and/or costly searche®stablish the absence of previous

charges on underlying commodities they intendnarice.

Other issues which can be resolved by legislat®rreicognition of warehouse
receipts as documents of title which may be traable and negotiable instruments
— in South Africa transferability of the receipt:erged as a result aistom and

practice but statutory intervention can short circuit theogass and encourage

acceptance by the banking community and third pamyers (Onumah, 2003). In
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the case of grains it is also important that legish ensures that the security

interests of holders of warehouse receipts carsberad in commingled goods.

One of the issues specific warehouse legislatianresolve is regulatory framework
which is instituted to maintain the integrity oethVRS. It should be stressed that —
as has been demonstrated in the case of SouthaAfrig strong market institution
such as a commodity exchange can self-regulasugporting receipt system on the
basis of existing contract law (Budd, 2001). Thizynbe feasible where the existing
exchange promotes the WRS. However, where thistighe case, legislation may
vest regulatory powers in a public, private or atergth public-private institution
for the licensing and overseeing the operationgaoficipating warehouse operators.
The law then has to be clear on licensing requirgsand sanctions for breach of

those requirements as well as other relevant regota

Since the region is pursuing a policy of open byd®r the grain trade, it is
important that national legislations are harmonizactoss the region. It is
particularly important to insulate the regulatomytieority from political control as
well as the potential to compromise in enforcing laws and regulations as a result
of control by any dominant interests. This is intpat in assuring the integrity of the

WRS. (URT, 2008).

2.6.2.3 Lack of Requisite Skills
The quality of warehouse and storage managemdid skids to be highly variable
in most ESA countries. Improving professional skilh the warehousing industry is

necessary if storage losses are to be kept atismomm Similar training and capacity
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building is required to enable traders and proogssompanies to utilize the WRS in
cost-effectively managing their inventories. Smalller groups, which have to bulk
and market collectively in order to meet quantityl guality requirements under the
WRS, will experience considerable difficulty unlesgequately trained. Bankers as
well need training to enable them shift from theaditional” balance sheet-based

financing to inventory-backed structured financ{@mnumah, 2003).

Most WRS projects have training and capacity bogdicomponents but it is
important to develop institutional capacity to el the required training on a
sustained basis at national and regional levels. HARGC has initiated a process to
establish a regional institute which will offer tesjte training for various players in
the grain value chain (Fafchamgsal., 2006). It is expected that the institute will
collaborate with relevant national training ingiibms to deliver the training
programmes. This initiative definitely respondsato identified need and is worth

supporting.

2.6.3 Missing or Weak Complementary Market Institutionsand Other
Infrastructure

As illustrated in Figure 1, a viable WRS is under@d by important pillars,
including a reliable market information system (MI€onsiderable progress has
been made in delivering price information througgional MIS such as RATIN and
via several national platforms (KENFAP, 2011). Thdevelopment of mobile
telephony has created a cost-effective means f&gediinating price information,
with Uganda being at the forefront. However, thereeed to improve the quality of

data on supply and demand, including crop forecastsiarket participants are not
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only interested in historical prices but need teetanformed positions on future price

trends in determining their marketing strategy.

There is evidence from the ESA to suggest thatgaats for successful development
of WRS can be significantly improved if formal mat& for the stored commodities
exist or are created. JSE/SAFEX offers the mosbikisexample as the silo receipts
issued in South Africa back trading contracts anakchange. In Tanzania, the WRS
for coffee advanced pretty quickly, far outpacihg pilot for cotton. One reason for
this is the existence of the Moshi Coffee Auctioniath provides a single marketing
channel through which the collateralized coffe&asle, making it relatively easy to
ensure payment through financing banks, therebeiimg loan default risks (Towo

and Kimaro, 2013).

Extension of WRS to the cashew sub-sector in Taazappears to have been
boosted by the development of an informal auctigstesn. Though this evidence
needs to be more robustly tested, it is apparextwhile a viable WRS contributes
to the success of a commodity exchange (as pomitth Section 2.6), the converse
relationship also holds. This is because commoeliyhanges offer a transparent
means for price discovery and therefore more objectaluation of collateralized
stocks. They also provide a reliable means by whiehders can liquidate
collateralized commodities and so make inventorgkbd financing more attractive.
Furthermore, as an exchange matures from a spdemiato offering various risk
management instruments, including futures and optemntracts, lenders are able to
use such instruments to hedge price risks. By sngddhey reduce credit risks,

leading to lower cost of borrowing. Therefore, thgnergy between WRS and
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commodity exchanges needs to be acknowledged dlettesl in programmes to

develop these market institutions in the region.

Availability of adequate insurance cover and penance bonds for licensed/
certified warehouse operators assures third paesgsecially depositors and lenders
that their interests will be sufficiently protectadthe event of a loss (World Bank,
2010). While the insurance industry is often alddansure warehouses and stocks
against relevant losses, there are difficulties whiecomes to obtaining the right
performance bonds. Insurance companies tend te @®muditional bonds, which may
not be appropriate as it creates uncertainty r@ggrcdompensation in the event of
non-performance by the warehouse operator. Barks@mnetimes able to provide
unconditional bonds which are preferred but the tarsds to be quite high. This is a
challenge that needs to be addressed in orderonekxdlude potential warehouse

operators.

Electronic warehouse receipts are growing in pagylan African countries which
are promoting WRS. They are preferred by banksusecaf the greater security they
offer against forgery. They also tend to be lestlgdo issue, transfer and store than
paper receipts. the technology is currently avé&laind has been successfully
adopted in Uganda by a provider based in Southcaf@®numah, 2010) However,

the major challenge in adopting this system isréhebility of ITC infrastructure.

2.6.4 Challengesin Attracting Key Stakeholders
Attracting participation by bankers in WRS projebts proved very challenging in

most African countries. Financial sector reformslemaken in Africa in the 1990s
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focused on liberalization of interest rates andteging of prudential regulation
(World Bank, 2010). The consequence was a deepeofingsk aversion in the
banking industry. At the same time yields on domegbvernment debt instruments
rose significantly, making investment in such comagigely low-risk instruments
very attractive. Therefore, banks had little or incentives to innovate beyond
traditional balance sheet lending, with the mostmmemn form of security for
domestic enterprises being real estate. Increasmgetition in the banking industry
in most African countries, especially in West A#jcappears to be encouraging
banks to adopt innovative financing mechanisms wiaie also relatively low risk.
Inventory-backed structured financing represent®tion which will therefore be

attractive to bankers.

However, an important lesson learn in Zambia impbng uptake of receipt-based
financing, is to avoid “hard selling” of the systdmt rather engage the bankers in a
process where they contribute to identifying bussnand process risks associated
with the WRS as well as in instituting appropriatgigation mechanisms (Towo and
Kimaro, 2013). Furthermore, the pilot in Tanzarhawed that it pays to focus in the
beginning on a few willing banks, usually local karwhich enjoy greater scope in
innovating. Other banks tend to respond by fremgidn the positive experiences of

the early up takers.

Other parties may not just be skeptical but mayallyt perceive the development of
the WRS as inimical to their business interestst Igtance in Zambia, the
international inspection companies were reluctantatiapt their standard CMA

‘product’ and patrticipate in the WRS because the syestem could open up their
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exclusive preserve in the collateral managementinbss to locally-owned

companies (Onumah, 2010).

Furthermore, they viewed the introduction of retaia oversight with suspicion.

However, one of these companies was certified warahouse operator in Zambia
while in Tanzania and Uganda local inspection camgsm have been active
participants, bringing valuable skills and reputatio the emerging WRS. There is
potential for this trend to continue, especiallyttess CMA market has been shrinking
in Africa because of losses which can partly beibatted to weaknesses in

monitoring systems.

2.7  Ensuring Effective Participation by Smallholder Farmers

There are major political pressures to either estekly target or fast-track direct
smallholder participation in WRS projects. This @a@s not only from

governments but also from donors. With the smatleolsector dominant in
agricultural production in most African countri¢se underlying concerns over their
welfare are legitimate. The cases we discussedeictidh 2 demonstrate that
smallholder farmers can benefit directly and inclise from the WRS, the latter
through its aggregate impact on price stability ahd transparency of price

formation (KENFAP, 2011).

However, in pursuing this objective care shouldtddeen to avoid undermining the
long-term viability of the WRS because there argomesues of scale economies,
both in terms of managing warehouses and providegglatory oversight. Lessons

learnt from Tanzania in particular suggest thatlbroller participation and system
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viability can be achieved if the capacity of grougos aggregate and undertake
collective marketing is strengthened. The direntificial benefits to members are
highest when aggregation, depositing and marketiegindertaken by primary-level
farmers$' group rather than second or third-tier represamtairganizations such as
cooperative unions. There are indications from dhses in Section 2 that can be
significant pay-offs if governments, NGOs and densupport the development of
strong primary-level farmefs organizations. What needs to be avoided is
involvement by the regulatory authorities in promgtsmallholder farmefrsgroups

as this tends to blunt their regulatory “teeth” ar@h undermine confidence in the

system.

2.8  Policy-Related Constraints

Ad hoc interventions in agricultural markets hawenstituted one of the most
intractable bottlenecks in the development of WR&\frica. It is worth noting that

in South Africa, which has the most advanced rdéceystem and commodity
exchange on the continent, the government has stenfly maintained a policy of

non-intervention since 1996 when liberal markebmeis in the agricultural sector
were initiated (URT, 2008). Uganda is also oneh# few countries in the ESA
where government intervention in the grain marketither marginal. This is largely
because it is a significant surplus producer ofz@and its most important staple is

banana.

In Zambia, on the other hand, government interveviesnever there is a short crop,
usually on the grounds of avoiding food securitigisr For instance in the 2000/01

season and the next the government intervenedeimikize market by imposing a
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ban of export of maize grains, ad hoc waiver ofefubn importednealie meal and
delivery of subsidized grains to millers. Similatdrventions occurred in 2005/06
season. In all these instances the interventions westly but the impact on retail
prices of mealie meal comparatively marginal. Millers often argued thdie t
subsidized grains allocated to them was insufficam they had to buy maize grains
from the open market at exorbitant prices and cotlidrefore, not significantly
lower ex-factory prices for themealie meal. The uncertainty created as a result of
these interventions discouraged producers, tradads processors from holding
significant stocks while making inventory financibgcame even more risky. It is
therefore not surprising that it was only in thengeof good harvest, including the

2004/05 season.

In Tanzania, Government also intervened in thengrenarket in the 2009/10 season,
imposing a ban on export of maize and rice to thgional markets, especially
Rwanda and Kenya (KENFAP, 2011). The interventioasicided with pilots of

WRS for grains, in an attempt to expand coveragieiuccessful WRS for export

commodities to the grains.

However, as a result of the export ban, farm gaieep in the surplus producing
areas collapsed as it proved more costly to delivier the domestic urban markets
than into the regional markets. Producer groupschvtuollateralized their grain
stocks in order to benefit from seasonal price meeirred losses and repayment of
inventory credit was put at risk. During recentcdsssions with officials of the
Tanzania Warehouse License Board and MVIWATA (anfns’ organization), it

was reported that the only reason why grain prodguice Tanzania had decided not
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abandon the WRS was that they acknowledged thatltdsses originated from an
unfavorable policy environment rather than failofehe system (IFAD, 2011) It is
unlikely, however, they will continue to utilize dhsystem if this problem is not

addressed.

Strategic grain reserves provide governments witcommonly-used means to
intervene in markets to dampen rising food pricesulting from supply deficits.
National food reserve agencies or parastatal grerketing boards usually manage
the strategic reserves, being responsible for pemcent (either from the domestic
market or direct imports) and storage of the grailRmancing is usually by

governments, sometimes with donor support.

Among the common problems which bedevil managermkstrategic grain reserves
is delays in intervening, especially in initiatiggains procurement. This is usually
the result of delays is estimating the size of gnain deficit and in mobilizing

government funding for procurement. Anecdotes alloregarding farmers being

paid months after supplying to food reserve agena® a result of this situation.
Procurement prices are usually not determined tiir@itransparent market process
but are rather fixed by an administrative procd®sd@, 2011). Consequently, the
fixed prices can exceed market prices with the ym@ment agency being over-
supplied with grains. Subsidies are a common feabdirthe pricing mechanism as
governments tend to sell below market prices, wasdn which discourages private
stockholding of grains. Though open tendering systeare sometimes used for
procuring grains, especially if supplies are impdrbn behalf of government, it is

common for less transparent procedures to be adlojpieluding using field staff to
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buy directly from smallholder farmers. Storage éssgend to be quite high — ranging
between 8 and 20 percent in the region. In thetsharthese problems tend to
increase the cost incurred by government in maiintgithe reserves. However, the
longer-term and even more damaging effects inctligi®rting private incentives to

produce and hold grains stocks just as happenkencase of the trade controls

discussed above.

We argue that governments and the farm economiES A can benefit from the use
WRS and related exchange infrastructure in manasgiregegic grain reserves. For
instance, the Government of Malawi has demonstrttatigovernments and relief
agencies can use price risk management instrunoffieted by exchanges to hedge
their positions on grain markets, and thereby bgreater stability to the net prices
at which they are traded in the market Again, aseated by Coulteet al (2007),
governments and relief agencies such as the Wod Programme (WFP) can also
use the WRS and exchanges to cost-effectively pecand store food from domestic
and regional markets. Under its Purchase for Pssg(E4P) programme, WFP is
already piloting this in Zambia and Uganda and thiial results are quite
encouraging. It is expected that such a processledt to reduction in storage
losses, leading to financial savings as well aseg®e in the volume of available
grains. Internationally-acceptable level of storémgses, which licensed warehouse
operators (either private or autonomous commew@aehousing companies) have to

comply with, is between 1 and 2 percent.

The use of the WRS and/or exchanges for procurimd) storing strategic grain

reserves will give a major boost to the developm&nthese market institutions,
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reduce market distortions and thereby enhance iivesrfor increased production. It
will also reduce pressure on governmérigdgets required to maintain the reserves.
For instance, governments can obtain inventory-eadakedit to procure grains for
storage, allowing it to build up adequate stocktheut tying up critically-needed
resources. It may also issue over-the-counter ptibms to depositors, who can then
obtain inventory finance more readily governmenik enly be required to finance
the associated continent liabilities if grain pscéll below a pre-determined

threshold (IFAD, 2011).

If governments opt for the development and usehefWRS and related exchange
infrastructure, then it is important that they pmu#&rsmeasures that engender
confidence among market players regarding the lgtakand predictability of
agricultural trade policies. This may include eb#hling strong consultative
platforms for regular dialogue with stakeholderswdmen and how it can intervene.
Furthermore, governments need to invest in impigptire quality and timeliness of
crop forecasts in order to ensure that any intdroles are based on sound data and

information.

() Lack or minimal stakeholders education, courses #@mading on WRS,

production, storage, TBS activities and inspectinonVarehouse
(i)  Lack of good system in statistics on WRS informatio

(i) Lack of home cashew nuts industries or dormantdtrtks for cashew nuts
processing which cause all cashew nuts to be eagbdot other countries. This
make our people not getting employment, we lackpioducts after cahew

nuts processed (CNL). Also this undervalue our eashuts value.
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(iv) Many Warehouses are not yet registered which cmukave minimal number
of Warehouse compared to the number of farmersrionaPy Societies. The
registration Warehouse need to follow regulato policy of 2005 No. 10
of WRS.

(v)  The system is limited and not used by small mé&iaers (SMS)

(vi) Lack of common exchange market for this system

29  Research Gap ldentified

After reading different authors definitions, modalsd empirical literatures written
by different researchers about WRS, the researftherd that most of authors
emphasize on various issues pertaining WRS opestsuch as efficiency and
effectiveness of WRS operations. Therefore, a rekea found out that there is a
need to study the roles played by WRS in improvaghew nuts small holder
farmer’s welfare. Moreover, no any study has bemmedn Tanzania on the benefits

that small holder farmers get in production andlrsgbf cashew nuts.
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CHAPTER THREE

3.0 RESEARCH METHODOLOY

3.1 Research Paradigm

This research study aimed at examining researarpirgtation for potentials and
challenges of WRS in improving cashew nuts farmdeselopment in Tanzania. It
was a quantitative research type. Tables, chaddigures were clearly drawn and

interpreted.

A contrast can thus be drawn between the ‘thintrab8on or description that results
from quantitative data collection and the ‘thicki @horough’ abstraction or

description associated with qualitative data (083; Robson, 2002).

3.2  Research Design

A research design is an arrangement of conditionsdllection and analysis of data
in a manner that aims to combine relevance ofdésearch purpose with economy in
procedures (Kothari, 1990). Case studies on ther dthnd, are designed to bring out
the details from the viewpoint of the participabtsusing multiple sources of data.
However, selecting cases will be done so as to miagi what can be learned in the
period of time available for the study. Case studgign tends to be selective,
focusing on one or two issues that are fundamedntalnderstanding the system

being examined (Winston Tellis, 1997).

3.2.1 Area of the Research
Cohen et al. (2000) comment that it is very imparfar a researcher at the planning

stage to clearly specify and define the area toebearched. The research study was
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done in Mtwara region. Mtwara region has been setelbecause it was believed that
enough data would be obtained. This is becauseMtregion has many and wide-
ranging farmers cultivating cashew nuts and Wars@dReceipt System has been in

practice for a number of years now.

3.2.2 Study Population

Population refers to the entire group of peoplesnéwy or things of interest that the
researcher wishes to investigate (Sekaran, 2006k) study included cashew nut
farmers, warehouse operators, Mtwara rural andnubbiginess development officers

and cashew nut board officers.

Table 3.1: The Total Population of Respondents

No. Respondents Population
1. Cashew nut farmers of Mtwara 342
2 Warehouse operators/primary societies 3
3 Cashew nut Board officers 3
4 Mtwara rural Business development officers 2

Total 350

Sour ce: Research survey (2013

The study population was expected to be 350 in.t@fa farmers from each of 6
districts of Mtwara region were selected. The dittrwere Mtwara (M), Mtwara
(V), Nanyumbu, Masasi, Newala and Tandahimba. (M&hChiungutwa, Lengo,

Naliendele, Mtawanya and Nanguruwe).
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3.2.3 Sampleand Sampling Techniques

3.2.3.1 Sample Size

A sample of 100 farmers was randomly selected fagpopulation also, a sample of
3 Warehouse operators, 3 Cashew nut board offenedsl Mtwara rural Business

development officers will be purposely selected.

Table 3.2: The Sample Size Selected from the Total Population

No. Respondents Total Sample Size % of Sample
Population Size
1. Cashew nut farmers 342 100 29.24%
2.  Warehouse operators 3 3 100%
3. Cashew nut Board officers 3 3 100%
4.  Mtwara Business 2 1 50%
development officers
Total 350 107 30.57%

Sour ce: Researcher’s survey (2013)

3.2.3.2 Sampling Techniques

In this study, random and purposive sampling texes were used:

(a) Random sampling
A sample of 100 cashew nut farmers from Mtwaraaegnd its districts (Michiga,
Chiungutwa, Lengo, Naliendele, Mtawanya and Nangery were randomly

selected to represent the total population of fasme

(b) Pur posive sampling
Kerlinger (1986) explained purposive sampling aetla@r type of non-probability
sampling, which is characterized by the use of moelgt and a deliberate effort to

obtain representative samples by including typar@as or groups in the sample.
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This was employed to warehouse operators, cashéWwaaud officers and Mtwara
rural business development officers only becauseréisearcher had the chance to
choose those who had experience in warehouse inepkation and management,
WRS policy implementers and warehouse regulat@speaively. This sample was

expected to provide enough and useful information.

3.3 DataCollection Methods

According to Denscombe (1998), using more than spezific method enables the
researcher to cross-validate information and dallacted from a variety of sources.
Both quantitative and qualitative methods were usedhplimentarily for data
collection, analysis, interpretation and preseotatiThis study used a great deal of
quantitative approach with minimal qualitative etsts. In this study, both open-
ended and close-ended questions were administer@trespondents in the form of

interviews and questionnaires.

Quantitative approach is a study that exhibitssfaot numerical values. Kothari
(2003) claims that, quantitative study involves tfeneration of data that can be
subjected to rigorous analysis in a formal anddrigirm. This approach can further
be classified into inferential, experimental andchdation approaches. The role of
inferential is to form a database from which toemfthe characteristics or
relationships of a population. This is usually tedmas survey research in which a

sample population is studied to determine its dftarsstics.

3.3.1 Typesof Data Collected
Both primary and secondary data were collected sipguquestionnaires which

contained closed and open ended questions, obieeryvatterviews and the review
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of related documents including newspapers, offiaggvernment publications,
farmers association documentaries and other rdsmaraocuments .to meet all

objectives of the study.

34 Dataanalysis

To analyze the data collected, the researcher geadtitative methods. The data
collected from the field and other sources wereedoand analyzed using statistical
package for social science (SPSS) from the des@iptatistics such as frequencies,

percentage and means were used to draw conclusibmake interpretation of data.

3.5 Datavalidity
Validity is concerned with whether the findings aeally about what they appear to
be about (Saundemt. al., 2003). Validity is defined as the extent to whidata
collection method or methods accurately measuret vthey were intended to
measure (Saundegs. al., 2003). Cooper & Schindler (2003) believe that digyi
refers to the extent to which a test measures whaictually wish to measure. There
are two major forms: external and internal validithe external validity of research
findings refers to the data’s ability to be genieed across persons, settings, and
times. Internal validity is the ability of a reselarinstrument to measure what is
purposed to measure (Cooper & Schindler, 2003). b&rmof different steps were
taken to ensure the validity of the study:
() Data were collected from the reliable sources, ffarmers who were selling
their produce in warehouse system.
(i)  Survey questions were made based on literatureweand frame of reference

to ensure the validity of the result



39

(i) Questionnaires were pre-tested before startingstineey. Questionnaire were

tested to thirty cashew nuts farmers

3.6  Rédliability

According to Saunderst al. (2003) reliability refers to the degree to whicatal
collection method or methods yield consistent figdi, similar observations would
be made or conclusions reached by other researchémsre is transparency in how
sense was made from the raw data. Cooper & Schi(@@03) have defined
reliability as many things to many people, but irosincontexts the notion of
consistency emerges. A measure is reliable to éyee@ that it supplies consistent
results. Reliability is a necessary contributor vaidity but is not a sufficient
condition for validity. In this study, numbers affdrent steps were taken to ensure
the reliability of the study:

() Questionnaire was divided into five parts in order respondents to

concentrate more on each question.

(i) The theories that have been selected for the siwag clearly described and
research questions were formulated based on theopeetheory. Data were
collected based on the frame of reference thatdvasn from the discussed
theories. The objective was to make sure thatotlzer investigator follow the
same procedures and use the same questionnaieessplthe same conclusions

would be made.
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CHAPTER FOUR

4.0 RESULTSAND DISCUSSION

4.1  Introduction

This chapter has discussed major results of bo#iitgtive and quantitative data.
Qualitative data were collected and converted qutantitative data and presented in
tables and graphical forms. The presentation amdysis of data were focused to
answer the objectives of the study. The findingsewaitically discussed where the

observations of the study were presented.

4.2  Social and Economic Profiles of Respondents
Demographic profiles of respondents were colleded analyzed by using four
criteria of sex, age, education level and farmegpacity of production as clearly

shown in the Tables 4.1, 4.2, 4.3 and 4.4.

4.2.1 Gender

The information on the distribution of respondersex was as follows.

Table 4.1: Distribution of Respondent by Gender (N=109)

No. Gender Number of Respondents Per centage (%)

1. Male 71 65.14

2. Female 38 34.86
Total 109 100

Source: Field data (2013)
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The Table 4.1 shows that males were 71(65.14%)ewbihales were 38 (34.86%.
The study found that most of males were farmers areothe owners of the cashew
nuts farmers and were the one who were very freenalling be interviewed while
women were shy and unwilling to participate in ifieerview. Also the officials from
WRS operators were all males. Poor responses fromemn were a challenge in
investigation of the benefits but the study decitiedise participative face-to-face

interview to at least ease their attention.

4.2.2 Age

The research study was interested to know the file sespondents.

Table 4.2: Distribution of Respondent by Age (109)

No. Agerange Number of Per centage (%)
Respondents

1 18-24 21 19.27

2 25-34 21 19.27

3 35-44 21 19.27

4 45-54 38 34.86

5 55-65 08 7.33
Total 109 100.00

Source: Field data (2014)

The Table 4.2 shows that the highest percentagespbndents was found at the age
of 45-54 which was 34.86%. The lowest percentagesiondents was noted at the
age of 55-65 (7.33%). It has been noted that tleeragge of 45-54 is the one which

own and operate the cashew nut business. Thiscasube this group comprises of
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people who own families, take care of childreniadfauch as paying school fees and
moreover this group represents people who haveriexpe on this business and

their production capacity was high too.

4.2.3 Capacity of Production
The study wished to know the capacity of producbbrashew nuts per farmers and

the distribution of results were as shown in Tabk

Table 4.3: Distribution of Respondents Based on Capacity of Production

(N=102)
No. | Kgs. Produced per year Number of Farmers Per centage (%)
1 1000-3000 10 9.80
2 3000-5000 54 52.94
3 5000-7000 20 19.61
4 7000-9000 18 17.65
Total 102 100.00

Source: Field Data (2014)

The Table 4.3 shows that the largest number of degsnproducing 3000-5000
kilograms of cashew nuts per year of which 54 (8%3 This group had pointed the
reasons that challenged them to stay on that categmong others are lack of
enough capital, increase in price of fertilizensgd anany charges during selling and

high tax.

424 Leve of Education

The level of education of the respondents wastalsen into consideration.
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Table 4.4: Distribution of Respondent by L evel of Education (109)

No. L evel of Education Number of Respondents  Percentage (%)
1 Primary 21 19.27
2 Secondary 44 40.37
3 Diploma 12 11.01
4 Degree 26 23.85
5 Postgraduate 06 5.50
Total 109 100.00

Source: Field Data (2014)

Table 4.4 shows that the highest percentage oflisoldér farmers was having
secondary school level of education.44 (44.37)aedpnts out of 109 had secondary
education which helped them to follow the instroes of using of agrochemicals to
increase their production. The lowest percentage mveed to be 6 (5.5%) who were
not farmers but. These were among the cashew raunt ladficers, Mtwara business

development officer and warehouse operators.

4.3 Benefits of WRSto Farmers

Table 4.5: Benefits of Using Ware House System in Selling Cashew Nuts (N=102)

No. Variable Frequency Per centage (%)
1 Yes 95 93.14
2 No 07 06.86
3 Total 102 100.00

Source: Field data-2014
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This question was asked to cashew nuts farmersisgdiweir experience before the
warehouse receipt system and after the warehousgptesystem who. The results
revealed that 95 (93.14) reported that from theedrpce they had, the system had
benefits to them especially the security of sellprgge all over the season. Only 7
(6.86) reported that they don’t see the benefitshaf system because the system

does not allow them to sell their produce out eirtikooperative union parties.

43.1 Financial Benefits

The study surveyed farmers with the intention towrthe income of smallholder
farmers who are selling their cashew nuts througinetwouse receipt system. The
study had noted that prices of cashew nuts has imeeeasing each season. The

study noted the price increase from 2007/08 to ZP1as shown in Table 4.6.

Table 4.6: Increase of Price from 2007/08 to 2011/12 per kg

NO. SEASON MARKET PRICE (TSHYS)
1. 2007/08 800

2. 2008/09 810

3. 2009/10 1000

4. 2010/11 1080

5. 2011/12 1200

Source: Field Data (2013)

The trends of cashew nuts price for five growingssms is represented by the Figure

4.1.
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Figure4.1: Changes of Price of Cashew Nut per kg from 2007/08 to 2011/12

Source: Field Data (2013)

The Table 4.6 shows the increase of price of cashdw per kilogram. The increase
in price has the direct impact on farmers per eajiicome. The earnings of small
holder farmers have been increasing and this leasetndously motivated farmers to
increase production of cashew nuts. Some farmedstbla that their life have

changed a lot due to the increase of price. O80dlrmers interviewed, 26(86.7%)
had pointed out that their per capital income ha&sty grown up. The increase in
production was another benefits that was greathgridmuted after the introduction of
WRS and this may be justified by the tonnes produmeall districts of Mtwara for

five consecutive years from 2007/08 to 2011/12hasve in the Table 4.7.

4.3.2 Tradefacilitation

The study had revealed that out 109 responden{56&8%) responded that WRS
facilitates trade on the sense that it is closefatmers residences among them 41
(37.62%) reported that the system has improved rigcaf their products 10

(9.17%) where by 11 (10.09%) of them said it ierdly as it provides a room for
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business negotiation. Only 47 (43.12%) were notedlisagree as they pointed

factors like late payment of fund.

Table 4.7: The Number of Respondents on Trade Facilitation

No. Tradefacilitation factors Agreed Disagreed
1 WRS is closer and cooperative 41 00
2 It provides security of products 10 0
3 It is friendly and allow negotiation 11 0
4 It pays on time 0 47

Total 62(56.88%)  47(43.12%)

Source: Field Data (2014)

From the study, it was noted that the introducbbbdVRS has facilitated the business
as compared before the establishment of WRS. @tivaplaints and claims from 47
(43.12%) small holder farmers regarding the whaleue of business on various
factors they have no time to waste waiting to needhe agrochemical subsidize
which always come late. Moreover late payments ydéta meet expenses for

weeding and other related farm expenses.

4.3.3 Allows Transparency in Trade

This was largely supported by the business devetoprofficers and all farmers
showed their degree of concurring with this asptctvas found that out of 102
farmers, 92(90.2%) agreed on this factor and oBly948%) appeared to strongly
disagree. This indicates that WRS has proved tisfgamall holder farmers and

other cashew nuts stakeholders as revealed byutg. 4t was further noted that the
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previous experience before WRS establishment, af locbmplaints were aired out by
smallholder farmers who thought that there was alubior hidden business done
when it happens the results do not match with #vgirectations as far as the weight

per kg with the corresponding price.

4.4  Challenge Facing the WRSin Improving Income of Cashew Nuts

Farmers
Findings from the study confirmed that lack of catgmt cooperative leaders was
the major challenge facing the WRS where by 304(%) respondents out of 102
said that there were no competent cooperative tsakimowledgeable enough on
WRS. Late and instalment payment was another cigaleeported by respondents

whereby 22 (21.57%) respondents out of 102 recedeilith this fact.

Table 4.8: Challenges Facing WRS on Improving Income of Farmers from
Cashew Nuts (N=102)

No. Variables F(N) %

1 Lack of reliable statistics on sales and expenglit 7 6.86

2 Fraud by cooperative leaders 18 17.65

3 Lack of competent cooperative leaders 30 29.41

4 Selling wet cashew nuts to increase weight (chgat 4 3.92

5 Lack of freedom to farmers to choose subsidised 21 20.59

agrochemicals

6 Late and instalment payments 22 21.57

Total 102 100.00

Source: Field Data (2014)

Other challenges were as summarized in the tablstated by the respondents
included lack of freedom to farmers to choose slibsd agrochemicals 21 (20.59),

Fraud by cooperative leaders 18 (17%). Lack ofabddi statistics on sales and
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expenditure done within cooperative 7 (6.86%) aetling wet cashew nuts to
increase weight 4 (3.92%) this was one of the ahgahethods done by unfaithful
farmers whereby in turn this causes lose huge abmfumexpected weight of sold

cashew nuts.

Other Challenges Facing WRS in Improving Smallholgrmers in Mtwara include
lack of local industries for cashew nuts processi@gshew nuts are sold while
unprocessed. This inhibits people to get employnfremb the industries. Also, the
by-products of cashew nuts were to be used to pmdis and fertilizers. Among
others, the main challenges revealed by this reBestudy from both farmers and
other respondents (warehouse operators, cashewoant members and business
officer) who were asked this question Answers fiiammers revealed that product
fluctuation was among the challenges facing théegysThe system didn’t subsidize
farmers depending on the size of their farms ratmeisystem subsidized the farmers
depending on the quantity of produce brought in Waehouse leading to low
production in some of the seasons. The above exfienrs are supported in the

Table 4.9.

Table 4.9: Number of Tonnes Produced each Season in Mtwara Region

No. Season Tonnes Produced
1. 2006/07 54,005.988
2. 2007/08 62,206.022
3. 2008/09 50,396.223
4. 2009/10 49,830.954
5. 2010/11 85,137.858

Source: Mtwara Regional Business Development Qffizé@14)
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According to National Board of Cashew Nuts, 20@&kl| of enough education of
WRS operators to key stakeholders has been notesl great challenge. Many
stakeholders lack enough knowledge on how to spwoelucts in warehouses,
knowledge about the issued certificate, qualitypodducts, regulations governing

WRS operations, regulators of warehouses and mitueyo

Unreliable infrastructure was also revealed by sh&ly as the challenge for WRS
operations. This was aired out by the Cashew natdofficer who pointed out that
it's difficult to transport products from farmers tvarehouses due to rough roads
attributed by heavy rain falls. Moreover there isp@blem of communication

between the WRS operators and farmers due to mmomeinication network.

The study noted the problem of quality of cashewsnwarehouses operators
claimed to face this challenge in the market asciromers require high quality
cashew nuts. This is highly contributed by poorage of cashew nuts; farmers do

not use agrochemicals and pest sides.

45 Measuresto be Taken to Improve WRS Operations

Table 4.10: Measuresto be Taken to Improve WRS Oper ations (N=109)

No. Variables F(N) %
1 Payments should be done once and at a time 52 714f.
2 Educating cooperative leaders and small holder26 23.85
farmers
Agrochemicals should be provided at right time 2825.69
Farmers should be free to choose kinds of sutegidi| 03 2.75
agro-inputs
Total 109  100.00

Source: Field Data (2014)
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This question was asked to all respondents whdvedan the study. Findings from
the field revealed that, in order to improve the 8V&oerations, payments should be
done once and not for instalment to farmers. 527(#%) respondents supported this
idea. These respondents added that paying farmersca will help them to budget
and meet their needs because instalment paymerds tham fail to meet their
objectives under schedule. Providing agrochemiaslthe right time was another
suggestion revealed from the study. 28 (25.69%)ardents reconciled with this
notion. They further said that, receiving agrocheais late made them to prepare
their products improperly as a result having lowvkats at the end of the season.
Other suggested improvement were educating coaoperddéaders and farmers
whereby 26 (23.85%) respondents supported thiscagpel farmers to be free from
choosing kinds of subsidized agro-inputs as it saggested by 3 (2.75%) of the

respondents.
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CHAPTER FIVE

5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS

51 Summary

Based on the findings warehouse system has enormduantages but mostly
favours educated personnel who are capable otinglithe knowledge provided by
agricultural advisors making them to produce mohemvcompared to less educated
ones. The large numbers of farmers, who producéehighan others were the
educated ones, who were also, were able to raeie ¢hpital and income after

utilizing necessary principles of WRS.

Small holder farmers also enjoy with this systemgce the system had improved the
price stability and security of produce as well sadbsides, because the price of
cashew nuts has been increasing each season bmastablishment of WRS in
2007 to date, and provision of agrochemicals asidab assured farmers of the use
of recommended agro inputs as per current studie® dy various agricultural
authority. Hence farmers are assured with theirrawgd income from cashew nut

production.

Trade facilitation was one of the benefits broughtVRS which facilitates trade on
the sense that it is closer to farmers’ resideases has reduced the chain of trade,
the system has improved security of farmers’ prégjuand it is also friendly as it
provides a room for business negotiation. Therefimteoduction of WRS has

facilitated the business as compared before tlablksttment of WRS.
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Allowance of transparency in trade was another fiebeught by the system .The
cashew nuts were sold every Friday in the open etariolving all stakeholders
openly making cashew nuts farmers know the colteeted sold kgs of products
This fact indicates that WRS has proved to satsshall holder farmers and other
cashew nuts stakeholders as revealed by the studyas further noted that the
previous experience before WRS establishment, af lcbmplaints were aired out by
smallholder farmers who thought that there was alubior hidden business done
when it happens the results do not match with #vgirectations as far as the weight

per kg with the corresponding price.

Apart from these benefits it was also noted that sistem had some challenges
includes, lack of competent cooperative leadersv@ageable enough on WRS, late
and instalment payment which also cause ineffegireparation of their farm inputs,
farmers lack freedom to choose subsidised agrodasni fraud to many
cooperatives done by unethical cooperative leadbish some time leads to the lack
of reliable statistics on sales and expenditurd,sailing wet cashew nuts to increase
weight which was one of the common cheating metltmte by unfaithful farmers
whereby in turn this caused lose of huge amounur@xpected weight of sold

cashew nuts.

On the other hand, product fluctuation was revitedn the study, since the system
did not subsidize farmers depending on the sizéhe@f farms rather depending on
the quantity of produce sold as a result farmexeive irrelevant amount of

subsidies in relation to the size of their farmsclHeads to low production in some

of the seasons.
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In order to improve the WRS operations, paymentailshbe done once and not for
instalment to farmers, since paying farmers at omitehelp them to budget and
meet their needs because they will be able to niesit scheduled activities.
Providing agrochemicals at the right time was aeoguggestion revealed from the
study because receiving agrochemicals early maaeefa to prepare their farms

properly as a result having high harvests at tlieaérthe season

Educating warehouse operators, cooperative leasher$armers on WRS knowledge
will help warehouse operators to effectively managgrage system, cooperative
leaders to lead the cooperatives effectively andcaeed people are civilized to the
extent that educated people will reduce unethiedlith like cheating (selling wet
cashew nuts). Many stake stakeholders do not utadersome issues pertaining to
WRS operation such as inspection, TBS, businesslaggns and standards,

production and storage to mention few.

Lack of local industries for cashew nuts processilgws cashew nuts to be sold
while unprocessed. This inhibits people to get eyplent from the industries as
well as, the by-products of cashew nuts not to $eduo produce other important

commodities like oils and fertilizers.

52  Conclusion

In WRS the price is constant for all places tha ar all Primary cooperative
Societies as it is indicated by the government dejpg on the seasonal indicative
price. This makes farmers to be sure of their ine@® indicative and approved price

change by rising for each cashew nuts season. Rricease helped farmers to
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increase their incomes which are reflected by chang their daily life as they have
enough money to cover life costs. They can eastyngedical care and treatment for
improving their health, get enough and reasonathiea&ion as they are capable of
paying school fees, and most of them have purchaagdus means of transport

such as motor cycles/Bajaji or motor vehicles.

Bonus payment in WRS enables farmers to be pagi pfofit have been obtained,
which makes them to have an extra income to inerpaschasing power throughout
the year. The role of WRS in storage of farmer'sdpicts and provision of agro
inputs ensures farmers on security of their pragléreim theft or bad weather which

may cause cashew nuts shrinkage as well as accegaits every season.

Moreover, the storage documents given to Primagiefies and farmers (Certificate
of charge and Certificate of pledge) enables theeseture loans from various banks,
SACCOS and other Financial Institutes as they aeduas collateral. Beside
Warehouse Receipt System (WRS) is a transpareogguoe to all stakeholders who
are farmers, primary societies, cooperative unisr@ghouse operators, warehouse
keepers, banks and other financial institutes, &ashut Board and Government.
The receipts, certificates and other documents issaed to farmers, Primary
societies, Banks and other stakeholders concemrestdrage and further purchase

and payment procedures.

53 Recommendations
Based on findings from the study, the followingaemnendations are made.
() The government should formulate a clear policy gowve the whole

operations of WRS Tanzania and the policy shouldspecific to each
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(iii)

(iv)

v)

(vi)
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commercial products. The government has to righdlynulate cashew nut
policy that will rule the business and all stakeleos have to abide and do the

business as per established standards.

The government should work closely with stakehaldef cashew nuts to
ensure the operations of WRS are effectively moaito Government has to
openly share its policies, regulations and starsl#indt it has set so that the
implementers should be aware of and smoothly cabdeevith it for the mutual

benefits of all stakeholders in the industry.

Farmers plus other stakeholders should be eduaatetthe significances of
WRS so as to encourage them to use WRS. This wdl revenue to the

government as it will be easier to collect taxasragell.

The Government should provide agricultural utiitisuch as agrochemicals,
(like Sulphur, insect sides) and seedlings to thm&y Cooperative Societies.
These will be in a position to supply to farmersading to their capacity of
production of cashew nuts as well as available fandestablishment of new

cashew nut farms.

The Government should make sure that the numbesgi$tered Warehouses
is increased so as to make the accessibility ob iall types and levels of

Farmers.

The Government should make sure that home casheésv industries are
established/set for cashew nuts processing whidh bei beneficial to all

people such as increase the cashew nuts valudasioowf employment; by-
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products after cashew nuts processed (CNL) wilkease the Nation and

farmers income after selling.

(vi) The Government should make sure that all infratires are well kept for

rural and urban so as to ease the operation aféinehouse receipt system.

(vii) The cooperatives should pay farmers as early asilpjeso enable them make

preparation of their Farms as scheduled and

(ix) Farmers should be given options to choose subsidigeo inputs rather than

keeping them in truck of the brought agro in inputs
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APPENDICES

Appendix 1: Questionnairefor Small Holder Farmers

Dear Sir/Madam;

This questionnaire is a guide on research on “Bleaf Warehouse Receipt System
in improving small holders farmers income in Mtwaegion in Tanzania”. You are

humbly asked to spend few minutes of your valudiohe to respond to questions
provided in this questionnaire. You are hereby nmfed that the answers will be
treated as confidential and will be only used foademic purpose only. Please do
not write your name.

Instructions|: please answer the following questions by filling the blanks or

putting amark (V) in the appropriate box.

PART 1: DEMOGRAPHIC PROFILE
1. Gender: Male_ | Femall |

2. Which group do you belong?
Age 183§ ] 3650 ] 56-65[ ]
3. Level of education

) Primary school ] i) Secondary school [ ]

i) College 1 V) University ]

4.  What is your experience about warehouse receipersys



5.

9.
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Do you see any benefit of using WRS in selling eashuts?
YES [ ] NO [ ] If No give the reasons

What are the differences between the previous systed the new system of

selling your dried raw cashew nuts?

What do you consider to be the major challengentathe WRS to improve

income from cashew nuts production?

(i) Lack of reliable statistics on sales and exjieme

(i)  Fraud by cooperative leade

(iif) Lack of competent cooperative leaders

(iv) Cheating of farmers to sell wet cashew nutstwease weight

(v) Lack of freedom to farmers to choose subsadlsgrochemicals

(vi) Late and Instalment paymer

Mention other challenges apart from the above ehghs

10. Are you paid on time?

YES NO
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11.What are your suggestions to the government abd \Whprovement?
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Appendix 2: Questionnaireto WRS Operator s and Business Development
Officer

INTRODUCTION

Dear Sir/Madam,;

This questionnaire is a guide on research on “Bheaf Warehouse Receipt System
in improving small holders farmers income in Mtwaegion in Tanzania”. You are

humbly asked to spend few minutes of your valudiohe to respond to questions
provided in this questionnaire. You are hereby nmfed that the answers will be
treated as confidential and will be only used foademic purpose only. Please do

not write your name.

Instructions|: please answer the following questions by filling the blanks or
putting a mark (V) in the appropriate box.
PART 1. DEMOGRAPHIC PROFILE

1. Sex Malg[ ] Femald |
2. Which group do you belong?

Age 1835 ] 3650 ] 56-65 ]

3.  Level of education
() Primary schoo| ] (i) Secondary schq” ]

(iii) College [ ] (iv)  University [ ]

5. How long do you take to pay farmers after depogitiashew in the

warehouse?
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6. Is the volume/supply of cashew nuts from farmersugh to suit with the

market demand?

7. Are you satisfied with the quality of cashew nutshi Mtwara farmers?

YES NO

N[ T 0

8. What are tha challenges which face WRS on improthiegncome of small

holder farmers?



