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 it is highly useful to better understand the spe-
cifi c limitations and challenges for enhancing ag-
ricultural intra-regional trade in the EAC, in order 
to recommend specifi c policy measures and sup-
ports from the international cooperation.

The objectives of the study are :

 to identify the main agricultural intra-regional 
trade fl ows in the EAC and the main stakehold-
ers involved in it;

 to identify the main factors that currently lim-
it the development of agricultural intra-regional 
trade in the region;

 to suggest policy measures that would contrib-
ute to elimination of such limitations, as well as 
actions that could implement the international 
cooperation in order to help the region devel-
oping intra-regional trade and reducing food im-
ports from countries outside the region.

The approach is based in literature review, focusing 
some agricultural commodities with high trade po-
tential in the region (maize, rice, sugar, dairy prod-
ucts and poultry meat), and two case studies (rice 
and milk products) through interviews with main 
actors in the value chains, in Tanzania.

Maize, rice and milk are mainly produced by small-
holders. Maize and rice are the main cereals con-
sumed in the region. There is a structural defi cit 
and every year the region imports rice (18% of con-

Executive Summary

T he East African Community (EAC) is com-
posed of fi ve countries namely Burundi, Ken-
ya, Rwanda, Tanzania and Uganda. It is a re-

gional block of more than 140 million people. Food 
supply of the population mainly relies in the do-
mestic agricultural production. Part of the needs 
is met through imports from other countries, and 
the major part of these imports comes from out-
side the region.

Almost four out of ten (37%) EAC inhabitants are 
suffering from food insecurity and the situation has 
been worsening over the last years. 

The study put forward fi ve hypothesis:

 the food demand will rise in the next years due 
to population growth and increasing purchasing 
power of part of it;

 the region has a high potential for rising food 
production;

 intra-regional trade can play a signifi cant role in 
food security, by ensuring complementarities 
between areas of surplus and areas with per-
manent or temporary defi cits;

 it is the interest of the region as a whole to meet 
the rising food demand by enhancing produc-
tion instead of increasing imports from outside;
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sumption), maize (1-2%) and milk products (less 
than 1%). EAC declared maize, rice and milk prod-
ucts to be sensitive commodities and implements 
50% to 75% tariffs on imports. Thus, the East Af-
rican market is relatively protected. Within the re-
gion, regularly defi cit cereal markets in Kenya (with 
high prices) provide the center of gravity for the re-
gion. Regarding milk, Tanzania is the main importer.

The main fl ows are as follows:

 maize: Uganda to Kenya; Uganda to Burundi; 
Uganda to Tanzania; and Tanzania to Kenya;

 rice: Tanzania to Rwanda; Tanzania to Kenya; 
Tanzania to Uganda; and Uganda to Rwanda;

 dairy products: Kenya to Tanzania; Kenya to Ugan-
da; and Uganda to Tanzania.

The intra-regional trade connects mainly neighbor-
ing countries, and more specifi cally neighboring 
areas, due to the low level in transport infrastruc-
tures and high transport costs. The level of infor-
mality in cross-boarding trade is high.

The results of the literature review and fi eld stud-
ies show that the main limitations to the develop-
ment of intra-regional trade are at the production 
level. Defi ciencies of value chains organization and 
functioning and some limitations to intra-region-
al trade negatively affect market access for farm-
ers as well as the price they receive for their prod-
ucts. This reduces their short term possibility and 
interest to produce for the market and negative-
ly affects their income and thus their ability to in-
vest in increasing production. These value chains 
and trade limitations thus indirectly limit the pro-
duction itself.

Some of the constraints to intra-regional trade are 
not specifi c limitations to cross border trade: they 
also affect trade within each country. These include 
the low development of transport infrastructure, 
storage and processing facilities, balances of pow-
er within value chains that adversely affect farm-
ers and reduce farm-gate prices, while increasing 
prices for the consumers. Some producers have 
no access to the markets, at least in some peri-
ods of the year, preventing the trade of perisha-
ble goods. Transportation costs are high; delays 
are a limitation for the improvement of the quan-
tity and quality of the agricultural production and 
for food preservation. Regarding value chains, in 
most cases, moving food products from farmers 
to fi nal consumers involves multiple transactions. 
The margins required by each party substantially 
increase the fi nal retail price or reduce the farm-

gate price. Imbalances of power specifi cally affect 
small-scale producers.

Many farmers have no information about market 
prices and need to sell their products once harvest-
ed or collected. This makes the middlemen able to 
impose low farm-gate prices. Due to lack of storage 
facilities, seasonal price fl uctuations affect small-
scale farmers. Bad quality of storage facilities gen-
erates bad quality of products, losses and health 
risks for consumers. Costs of energy and telecom-
munication are another challenge. Lack of know-how 
and of access to capital is another limitation to val-
ue-chain development. Market regulation mecha-
nisms are not able to avoid price volatility.

Other limitations are more specifi c to trade be-
tween countries. Tariff barriers within the EAC have 
been removed. However, various non-tariff barriers 
remain. Bans exports are principally implemented 
by the Tanzanian Government (maize and rice), as 
food security policy. There has been a wide debate 
on the opportunity of export bans: the surpluses 
can hardly be marketed in the domestic market as 
some regions are relatively isolated, part of them 
continues to be exported in an illegal way, but the 
existence of bans tends to improve the balance 
of power for the benefi t of the traders at the ex-
pense of farmers.

Technical barriers (part of them being considered 
as disguised protectionism) are: cumbersome pro-
cedures for business and licensing customs op-
erations; lack of harmonization of procedures ans 
documents; lack of recognition of certifi cates and 
standards; slow and costly immigration procedures; 
roadblocks and weighbridges. Corruption is fre-
quent at the borders, but also at all over the supply 
chain, where the stakeholders pay to avoid delays, 
overload charges and other problems. All non-tar-
iff barriers increase costs and delays for trading 
goods from one country to another. These limita-
tions also refl ected negatively on the prices paid 
to farmers. More generally, they generate a distri-
bution of the added-value that is negative for the 
productive sectors (agriculture, processing of ag-
ricultural products) and consumers.

In conclusion, the potential for developing regional 
production is high, especially through increased yields 
of animal and crop productions. Greater emphasis 
on this potential would improve the food security 
of the population, making thus possible to meet in-
creased needs and contribute to the economic and 
social development, while reducing food dependen-
cy on certain products. It also implies the develop-
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price fl uctuations. Policies should therefore fo-
cus on developing value-chains as a whole and 
to strengthen the organization, the role and the 
negotiation power of small-holder farmers. It in-
cludes improving physical access to markets; 
improved road and railway infrastructures; on-
farm and local warehousing facilities; support 
for processing and packaging agricultural prod-
ucts; market information systems; improving 
cooperation between stakeholders; supporting 
capacity building of producer organizations; ap-
propriate banking policies.

It is important that the States of the region and 
the regional authorities continue their current ef-
forts to reduce non-tariff barriers to intra-regional 
trade, to reduce costs and delays. 

The elimination of export bans is necessary to ease 
intra-regional trade and promote the development 
of production (te President of Tanzania recently 
committed not to use bans anymore). However, 
the region should implement food security policies 
that include, in addition to a substantial improve-
ment in local small-scale farmers storage capac-
ities, local, national or regional buffer and emer-
gency stocks; market monitoring and information 
systems (that should involve the stakeholders who 
are currently taking initiatives in this area) and ap-
propriate measures to enable the effective supply 
defi cit areas with stock areas surplus.

International cooperation should support such pol-
icies, as well as autonomous initiatives of produc-
er organizations or initiatives that involve various 
chain stakeholders. 

ment of trade fl ows between areas of surplus and 
defi cit areas, and thus of the intra-regional trade.

Despite value-chains and intra-regional trade limita-
tions above mentioned, farm-gate prices are rela-
tively profi table thanks to the high CET in sensitive 
products. This protection, as well as some proac-
tive agricultural policies, has made possible a sig-
nifi cant increase in agricultural production over the 
recent years (milk in Kenya, Uganda and Rwanda; 
rice in Tanzania, etc.). From the point of view of 
farmers, external protection partially offset intra re-
gional limitations (value chains, intra-regional trade).

Enhancing the potential of agricultural production 
in the region and the marketing of this production 
to defi cit areas may result in the development of 
trade between countries in the region (case of rice, 
for example). But it could also strengthen the abil-
ity of each country to meet its own food needs 
without having to resort to imports from the oth-
er EAC countries (case of the milk, for example).

The main recommandations are the following:

 maintaining effective tariff protection (and some-
times strengthening its effectiveness through 
reinforced controls) for the main agricultural and 
food products;

 agricultural policies aimed at developing agri-
cultural production (including enhancing agri-
cultural investment, irrigation works, agricultural 
credit, input supply, research and technical sup-
port) and value-chains, as well as a better add-
ed value distribution for the benefi t of farmers 
and consumers .One of the main objectives 
should be to protect farmers against seasonal 
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Part I. Introduction and Methodology

INTRODUCTION

Background

The East African Community (EAC) is composed 
of fi ve countries namely Burundi, Kenya, Rwanda, 
Tanzania and Uganda. It is a regional block of more 
than 140 million people (Figure 1). Generally speak-
ing, food supply of the populations in African coun-
tries, including East African countries, mainly re-
lies in the domestic agricultural production. Part of 
the needs is met through imports from other coun-
tries. However, besides several integration proc-
esses between African countries, the major part 
of these imports comes from other countries out-
side Africa and not from other African countries. 

Food security of each country member of the EAC 
relies mainly on their domestic food production. 
Nevertheless, it also relies on trade fl ow between 
the countries of the community or coming from 
other countries, in particular from the USA, the 
European Union, Australia, Asian countries, South 
American countries as well as South Africa. Intra-
regional trade of agricultural and food products re-
mains small in comparison with the volumes im-
ported from outside the region, in particular from 
countries outside Africa.

In each country, only a small proportion of the food 
produced is exported into neighbouring countries, 
both members and nonmembers of the EAC. This 
implies that most of the food produced is con-
sumed domestically. Nevertheless, the EAC coun-
tries are exporting agricultural products other than 
food staples such as coffee, fl owers, cashew nuts, 
etc, mainly to developed countries.

Statistics indicate that a signifi cant part of the EAC 
population is currently suffering from poverty and 
food insecurity. According to FAO, 37% of the pop-
ulation in the EAC countries (about 52 million per-
sons) are undernourished during 2010-2012 period. 
This is an increase of 9 million persons compared 
to 2004-06 period, which means increase in the 
prevalence of undernourishment by 1% from 36 to 
37%. In absolute terms, Rwanda is the only coun-
try where the number of undernourished persons 
has decreased. In relative terms, the prevalence 
of undernourishment has decreased in Rwanda 
(from 42 to 29%), as well as in Kenya (from 33 to 
30%), while it has increased in Burundi (from 68 
to 73%), Tanzania (from 35 to 39%) and Uganda 
(from 28 to 35%). 

Of course, undernourishment is due to a wide set 
of factors, in particular the levels of income, but 
empirical studies show that intra-regional agricul-
tural and food products can help solving local or na-
tional food shortages by importing products from 
neighbouring surplus countries and making them 
available in the defi cit areas. In addition, such fl ows 
can help reduce imports from other countries out-
side the region.

However, there are often a great deal of limitations 
to intra-regional trade that ar in the form of tariff 
barriers (existence of custom duties between the 
countries) as well as non-tariff barriers (other kind 
of limitations not directly related to tariff) [see Fig-
ure 1: East African Community map, page 8].

Food insecurity is structural for part of the popu-
lation [see Table 1: Prevalence of Undernourish-
ment in the East African Community (2004-06 and 
2010-12), page 9]. But part of the population is also 
threatened by cyclical food crises due to climate 
accidents, droughts in particular.
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FIGURE 1: EAST AFRICAN COMMUNITY MAP

Source: www.fl ickr.com/photos/nukta77/4745009613/
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TABLE 1: PREVALENCE OF UNDERNOURISHMENT IN THE EAST AFRICAN COMMUNITY
(2004-06 AND 2010-12)

Country Total Number Prevalence Total Number Prevalence
 population of under- of under- population of under- of under-
 (million) nourished nourishment (million) nourished nourishment
  persons (%)  persons (%)
     (million)

Burundi 7,3 5,0 68 8,6 6,0 73

Kenya 35,6 12,0 33 41,6 13,0 30

Rwanda 9,2 4,0 42 10,9 3,0 29

Tanzania 38,8 14,0 35 46,2 18,0 39

Uganda 28,4 8,0 28 34,5 12,0 35

EAC 119,3 43,0 36 141,8 52,0 37

Source: FAO [www.fao.org/hunger/hunger-home/en] 

Reducing tariff and non-tariff barriers between the 
countries of a same region is precisely one of the 
objectives of the regional integration processes, in 
order to facilitate intra-regional fl ows and to pro-
mote regional economic development. This is the 
case of the East African Community (EAC). Origi-
nally founded in 1967, the East African Community 
collapsed in 1977, but was revived in 1999. The Trea-
ty for the re-establishment of the EAC was signed 
on November 30, 1999 and entered into force on 
July 07, 2000 following its ratifi cation by the origi-
nal three partner states: Kenya, Uganda and Tanza-
nia. The republics of Rwanda and Burundi acceded 
to the EAC Treaty on 18 June 2007 and became full 
members of the community effectively from July 
01, 2007. Currently, this is a regional block of more 
than 140 million people, a land area of 1.85 million 
square kilometers, and a combined gross domestic 
product (GDP) of about US$ 74,5bn (2010)1.

The proposed EAC’s regional integration process 
included formation of a Free Trade Area, a Custom 
Union, and a Common Market, a Monetary Union 
and further reaching a Political Federation. 

A Protocol for the Establishment of the East Af-
rican Community Customs Union was signed by 
three heads of states of Kenya, Tanzania and Ugan-
da on 2nd March 2004 in Arusha, Tanzania. Rwanda 
and Burundi joined the Customs Union in 2008 and 
started applying their instruments in July 2009. The 

1. CUTS International, 2011, “Agriculture in Development of Se-
lect African Countries: linkages with Trade, Productivity, Livelihood 
and Food Security”.

Customs Union commenced in January 2005 and 
became fully-pledged in January 2010, after a fi ve 
years transitional period in which partner states 
had agreed that goods to and from Uganda and 
Tanzania shall be duty free when crossing border 
to Kenya. However goods from Kenya into Ugan-
da and Tanzania were grouped into two categories. 
Some goods were eligible for immediate duty free 
treatment whereas for other goods the tariffs were 
to be phased out over a fi ve year period. 

A 3-band common external tariff was also estab-
lished with a minimum rate of 0%, a middle rate of 
10% and a maximum rate of 25%. Partner States 
undertook to review the maximum rate of the com-
mon external tariff after a period of fi ve years after 
the Customs Union2 come into force. The salient 
features of the East African Community Customs 
Union are summarized in Annex 1. Sensitive prod-
ucts were identifi ed with an additional protection. 
This measure intended to protect regional produc-
tion. The following products are part of the list of 
sensitive products:

 maize: 50% protection rate;

 rice: 75% or 200 USD/MT, whichever is higher;

 wheat: 60%;

 milk and milk products are: 60%, less for some 
fresh products such as butter, cream, yoghurt, 
curdled milk, whey, cheese (25% tariff);

 sugar: 35% for jaggery; 100% or 200 USD/MT 
(whichever is higher) for the other products.

2. More information in http://www.eac.int



 

 10

Intra-regional Trade Limitations for Agricultural Commodities in the East African Community

Partner States agreed to remove all non-tariff bar-
riers, and that no new non-tariff barriers would 
be imposed. They also undertook to formulate a 
mechanism for identifying and monitoring the re-
moval of all these non-tariff barriers. This mecha-
nism is now in place.

The Protocol on the establishment of the East Af-
rican Community Common Market was signed by 
the Heads of States on 20 November 2009, co-
inciding with the 10th Anniversary of the revived 
Community. It entered into force on 1 July 2010, 
following ratifi cation by all the fi ve Partner States: 
Burundi, Kenya, Rwanda, Tanzania and Uganda. 

The establishment of the EAC Common Market is 
in line with the provisions of the EAC Treaty. The 
common market provides for “Four Freedoms”, 
namely the free movement of goods; labour; servic-
es; and capital, in order to signifi cantly boost trade 
and investments and make the region more pro-
ductive and prosperous. General provisions in the 
Protocol touch mainly on the following: Institutional 
Framework needed to operationalise the East Afri-
can Community Common Market; Approximation 
and Harmonization of Policies, Laws and Systems; 
Safeguard Measures; Measures to address imbal-
ances; Monitoring and Evaluation; and Regulations3.

In a context in which several African regional inte-
gration areas are overlapping, each EAC country is 
also member of another integration area.

For example:

 Burundi, Kenya, Rwanda and Uganda are mem-
bers of Common Market for Eastern and South-
ern Africa (COMESA). However they are not 
members of the COMESA customs union that 
entered into force in June 2009. The problem 
here is duplication of membership. As the EAC 
has already established a customs union in 2005, 
it is not possible to join another customs union 
(unless the tariffs are the same)4.

 Tanzania is a member of the Southern African 
Development Community (SADC). Eleven SADC 
member states, including Tanzania, launched the 
SADC Free Trade Area (FTA) in 2008. The FTA 
aims to abolish customs duties on all the prod-
ucts by 20125.

More generally, of the twenty-six countries that 
constitute the combined membership of COME-
SA, EAC and SADC, seventeen are either in a cus-

3. More information in http://www.eac.int
4. GTZ, 2010.
5. GTZ, 2010.

toms union or participating in negotiating an alter-
native customs union to the one they belong to, 
or are in the process of negotiating two separate 
customs unions which would be contrary to WTO 
rules. The detailed multiple memberships to re-
gional economic blocs are illustrated in Annex 2.

In order to strengthen the coherence of the inte-
gration processes, EAC, COMESA and SADC saw 
the need to initiate a tripartite process of coordina-
tion and harmonization of their regional integration 
programmes. The Heads of State and Government 
of COMESA, EAC and SADC, met in Kampala on 
22 October 2008 and called for the establishment 
of a single Free Trade Area covering the 26 coun-
tries of COMESA, EAC and SADC. It was proposed 
that the Tripartite FTA should be launched in Jan-
uary 2012. Besides, the tripartite economic space 
decided to address current challenges resulting 
from multiple memberships.6

Research Justifi cation

One of the major challenges of East African coun-
tries is to improve the food security of their pop-
ulation, which implies, inter alia, to increase the 
availability of food products and also to improve 
the nutritional balance of food supply. This study 
puts forward fi ve hypothesis as outlined below. 

The fi rst hypothesis is that food demand will rise 
in the next years and decades, due to population 
growth and increasing purchasing power of part 
of the population, which will demand a more di-
versifi ed diet including a higher component of an-
imal products. If regional production is not able to 
meet the demand, the imports from outside of 
the region may increase. The region is currently a 
net importer of maize, rice, sugar, dairy products, 
poultry and processed food. Supermarkets are 
full of imported fresh and manufactured products 
such as spinach, tomatoes, ketchups, juices, wa-
ter, etc. from abroad that can be produced locally.

The second hypothesis is that there is a high po-
tential in the region for rising food production and 
meeting the demand in food products, by increas-
ing primarily the yields but also in some cases ex-
panding land under cultivation and increasing the 
number of productive cycles per year. Availability 
of food products can also be increased by reducing 
losses and thus by improving storage and trans-
port infrastructure. However, increasing production 
level is not enough to ensure effective food avail-
ability for the population.

6. http://www.eac.int
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On the one hand, very often, potential for increas-
ing production is not located in areas with perma-
nent defi cits, in particular the most urbanized are-
as (in particular Nairobi, Mombasa, Dar es Salaam 
and Kampala) or dry areas (in particular in northern 
Kenya). On the other hand, there are frequent tem-
porary defi cits resulting from climatic conditions 
or from seasonal variations, especially in Kenya. 
Since approximately three-quarters of the coun-
try is arid or semi-arid, Kenya is increasingly be-
coming a net importer of staple foodstuffs (wheat, 
maize, palm oil) from the region and from the world 
market (including South Africa). This geographical 
drought prone area, experiences regular food cri-
ses, which could be solved by regional trade fl ows 
from surplus zones of production.7

Consequently, increasing production can help re-
solve food defi cits only if agricultural and food prod-
ucts can easily be transferred from surplus areas 
to areas with defi cits, relatively quickly (in partic-
ular for perishable products), and at a reasonable 
costs. Otherwise, either the price for the consum-
ers may become excessively high or the price paid 
to the producer excessively low. More important-
ly, transaction costs may become so high to the 
extent that products cannot compete with import-
ed products.

Thus, the third hypothesis is that, under certain 
conditions, intra-regional trade can play a signifi -
cant role in food security, in particular by ensuring 
a certain degree of complementarities between 
areas of structural surplus and areas with perma-
nent defi cits. It is currently the case for maize: reg-
ularly defi cit markets in Kenya provide the center 
of gravity for the East Africa market, pulling in sur-
plus maize from Kenya’s own central highlands as 
well as from eastern Uganda and northern Tanza-
nia ., In particular, Tanzania8, with its varied climate 
and vast land resources, often of rich soils, can pro-
duce much more to satisfy its large local food de-
mand and to meet a signifi cant demand from the 
neighbouring countries for processed and unproc-
essed food items.9

The intra-regional trade can also contribute to al-
leviating the impacts of temporary defi cits result-
ing from climatic conditions or from seasonal var-
iations. In some cases, there are reverse trade 
fl ows for same products across seasons. For ex-
ample, beans and bananas are exported to Ugan-

7. GTZ, 2010.
8. World Bank, 2008.
9. Gabagambi, 2011.

da from Tanzania but the direction of trade can re-
verse depending on the season’s performance on 
either side of the border. As well, trade between 
agricultural areas of northern Tanzania and Kenya 
can easily reverse depending on seasonal com-
plementarities.

The complementarity between countries also con-
cerns the types of products that are traded. Thus, 
Kenya imports regularly raw agricultural products 
from neighbouring countries (maize, but also rice 
fl our, sorghum, beans, pineapples, oranges and 
bananas from Uganda; beans from Tanzania) while 
processed food (cooking oil, sugar, wheat fl our and 
dairy products) are exported to the whole region. 
Various fruits and vegetables grown in the north-
ern part of Tanzania are regularly traded in urban 
markets of Nairobi and Mombasa, where the prod-
ucts are further processed. These processed prod-
ucts can then be found in Tanzanian supermarkets 
and small shops all over the country10. These com-
plementarities refl ect the heterogeneity in the de-
velopment of the food industry of the respective 
countries11.

It should be noted that there are several valuable 
potentials for developing agricultural intra-region-
al trade within the EAC:

 First, there are historical ties between countries 
and networks of trade stakeholders (including 
cross-border trade). For example, the food se-
curity linkages between Kenya and Uganda are 
strong as Uganda has made the expansion of 
food exports to neighbouring countries an of-
fi cial part of its food security policy. Maize and 
beans have been a focus of the export promo-
tion efforts, while Kenya’s frequent defi cits in 
both food staples have been well recognized 
by traders and policy-makers in Uganda12.

 Furthermore, the existence of a Common Ex-
ternal Tariff (CET) and of high levels of protec-
tion for sensitive products, including cereals and 
milk and dairy products. Thus, despite high pro-
duction and transaction costs, regional produc-
tion generally succeeds to be competitive with 
imported products.

 Finally, there is a real political will among na-
tional and regional policy makers and authori-

10. GTZ, 2010.
11. By contrast, both sides of the Uganda-Tanzania border experi-
ence similar and favorable agro-climatic conditions, conducive for 
ample food production with surpluses. There is limited trade with-
in the border areas. GTZ, 2010. 
12. GTZ, 2010.
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ties, to increase regional food production (and 
it should be noted that the setting of the CET 
is also a result of this willingness), to develop 
intra-regional trade and to remove the current 
limitation and constraints to achieve this, even if 
there are also contradictions and if some stake-
holders are not necessarily interested in such 
an evolution. There is thus pressure from busi-
nesses community not to recognize products 
from within EAC due to fear of loss of markets13. 
The EAC governments have committed them-
selves to remove tariffs and non tariff barriers 
among the countries of the region; that’s why 
the East African Community has been imple-
menting a program designed to monitor and 
to accelerate their elimination. Indeed several 
non-tariff barriers have been resolved over the 
past few years14.

The fourth hypothesis is that it is in the interest of 
the region as a whole to meet the rising food de-
mand by enhancing domestic production instead 
of increasing imports from countries outside Af-
rica, and thus to promote intra-regional trade. On 
the one hand, recent agricultural price rise in the 
world markets has shown that depending on the 
global market for ensuring own food demand is 
serious threat for long term food security. On the 
other hand, even when imported products may be 
cheaper than regional products, supporting small-
scale farmers to increase their production and to 
improve their income is fully consistent with the 
general interest, as small-scale farmers families 
are often the persons who most suffer food inse-
curity, and because the other activity sectors (in-
dustry, services) would not be able to offer alter-
native jobs to the huge majority of them.

The fi fth hypothesis is that agricultural intra-re-
gional trade is currently facing serious specifi c lim-
itations and constraints, in addition to other con-
straints facing agricultural production in general. In 
turn, limitations for intra-regional trade create neg-
ative repercussions at the level of the agricultur-
al production itself (lack of market opportunities, 
low prices, etc). Consequently, it appears high-
ly useful to better understand the specifi c limita-
tions and challenges for enhancing agricultural intra-
regional trade in the EAC, in order to recommend 
specifi c policy measures and supports from the in-
ternational cooperation aimed at enhancing intra-

13. Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
14. Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012

regional fl ows and reducing imports from coun-
tries outside the region.

Objectives

The objectives of the study are:

 to identify the main agricultural intra-regional 
trade fl ows in the EAC and the main stakehold-
ers involved in it;

 to identify the main factors that currently lim-
it the development of agricultural intra-regional 
trade in the East Africa Community;

 to suggest policy measures that would contrib-
ute to elimination of such limitations, as well as 
actions that could implement the international 
cooperation in order to help the region devel-
oping intra-regional trade and reducing food im-
ports from countries outside the region.

This study is part of a more general study about agri-
cultural intra-regional trade in Africa that is also based 
on another regional study carried out in West Africa.

Organization of the Report

The report is organized into 4 Parts.

 The fi rst part (Introduction and Methodology) 
presents the background, justifi cation, objec-
tives and organization of the study, as well as 
the methodology and approach that has been 
employed in addressing objectives of the study. 

 In the second section (General Results and Dis-
cussion), a description is made of the main agri-
cultural intra-regional trade fl ows and the current 
trends. Comparison with the levels of production 
in the EAC countries is made, as well as with the 
levels of consumption and trade fl ows from out-
side the region. The main stakeholders of the val-
ue chains are identifi ed, as well as the strengths 
and limitations of agricultural intra-regional trade. 

 The third section presents the results of two 
case studies: rice and milk and dairy products, 
including a discussion about the potential for de-
velopment of intra-regional trade and the chal-
lenges and limitations.

 The fourth section presents conclusions and 
recommendation of policy measures for devel-
oping agricultural intra-regional trade, as well as 
actions that could implement the international 
cooperation in order to help the region devel-
oping intra-regional trade and reducing food im-
ports from countries outside the region.
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METHODOLOGY

Methodology is critical in any research assignment. 
There is no research report that can be better than 
the approach by which information was collected. 
In this study, the approach included among oth-
ers the following: (i) review of key documents re-
lated to regional economic bloc and interregional 
trade with specifi c focus on the East African Com-
munity (EAC); collection of relevant data from dif-
ferent sources including the Ministry of Agricul-
ture Food Security and Cooperatives, Ministry of 
Industry and Trade, United Nations Statistical Di-
vision (Comrade data), FAO statistical database, 
and other regional trade publications and reports. 
Synthesis of intra-regional and interregional trade 
data, culminated in selection of 5 major agricul-
tural commodities with high trade potential in the 
EAC region. These include Maize, rice, sugar, dairy 
products and poultry meat. 

Of the fi ve commodities, two commodities name-
ly rice and dairy products were selected for fur-
ther examination. The arguments for selection of 
these commodities are as follows: The income of 
consumers in the EAC is increasing as refl ected by 
economic growth. For example, the GDP for Tanza-
nia has been increasing at an average of 6% in the 
last 5 years. Literature indicates that as incomes 
grow, people tend to consume more protentous 
food stuffs15, and they shift from consumption of 
coarse grains (maize, sorghum, millet and fi nger 
millet) to soft grains (such as rice and wheat). This 
is expected to be the phenomenon in the EAC re-
gion in the near future as countries are implement-
ing their development visions. 

On the other hand, although most of the world’s rice 
is produced and consumed in Asia, its demand is 
soaring in Africa. Rice has become a major source 
of calories not only for the affl uent, but also for 
the urban and rural poor in many parts of the con-
tinent. Its availability and price have become ma-
jor determinants of the welfare of the poorest Af-
rican consumers. Rice production in sub-Saharan 

15. Bruce A. Babcock (2008). Breaking the Link between Food and 
Biofuels. Summer 2008 Vol. 14 No. 3. Centre for Agriculture and 
Rural Development. Iowa Ag Review

Africa (SSA), though rising from 8.6 million tons 
of paddy in 1980 to 12.6 million tons in 2005, has 
not kept pace with demand. As a result, the quan-
tity imported yearly by the region increased from 
2.5 million tons in 1980 to 7.2 million tons in 2005. 
Sub-Saharan Africa spends more than US$1.5 bil-
lion in foreign exchange every year for its rice im-
ports16. In Tanzania, rice has a relatively high nutri-
tion value, and is increasingly becoming a food as 
well as a cash crop even for the poor. In addition, 
Tanzania has a big potential of producing rice for 
domestic and regional markets17. However there 
are obstacles limiting cross-border trade in rice in 
the EAC region. These should be investigated and 
corrective policy measures suggested. That is the 
essence of this study. 

Regarding dairy products, consumption may con-
tribute to improve food security and get a more 
balanced nutrition in developing countries. Produc-
tion and consumption have dramatically increased 
in the last years, in particular in Kenya, Uganda and 
Rwanda where the governments have implement-
ed strong policies aimed at developing the sector 
and at promoting consumption in the framework 
of a regional milk program. Tanzania has huge po-
tential in dairy production with more than 17 mil-
lion cattle, ranking third in Africa after Botswana 
and Ethiopia. Thus the country stands to benefi t a 
lot from this sector. At the same time, the region 
is importing milk from global market. It was inter-
esting to explore obstacles constraining harnessing 
of this sector using dairy product as a case study.

After identifi cation of the two commodities, inter-
views were conducted with main actors in the dairy 
and rice value chains. The interviews were con-
ducted on 20-26 September 2012. They entailed a 
spectrum of stakeholders from the public and pri-
vate sector. They were clustered into three catego-
ries. The fi rst category involved stakeholders in the 
dairy sector; the second entailed stakeholders in 
the rice sector; and the third dealt with cross-cut-
ting stakeholders who provided information on gen-
eral issues. The list of stakeholders contacted dur-
ing fi eldwork is presented in Annex III page 56. 

16. Africa Rice Center (WARDA) (2006). Transforming Sub-
Saharan Africa’s Rice Production through Rice Research. Africa 
Rice Congress 2006.
17. Strategic investment priorities for agricultural growth and pov-
erty reduction.





 

15

Intra-regional Trade Limitations for Agricultural Commodities in the East African Community

Part II. General Results and Discussion

INTRA AND INTERREGIONAL 
AGRICULTURAL COMMODITY FLOWS 

FOR THE EAC

Major Food Commodities Traded
in the EAC

>  Maize

Maize is the main cereal consumed in the region. 
First source of food calories, it constitutes the main 
pillar of the regional food security. Although the 
region produces the vast majority of the maize 
consumed by the population, it shows a structur-
al defi cit and it imports maize every year. Due to 
the variability of climate conditions, the import-
ed volumes vary over years. The rate of coverage 
of maize demand by the regional production has 
tended to improve since the start of the century.

In Tanzania maize in mainly produced by small-hold-
er farmers. Approximately 65% of approximately 
3 million households in Tanzania grow maize (av-
erage 1.2 has) and 30% of all households sell sur-
plus maize18. Maize is produced mainly for food. 
However, feed represents an increasing share of 
maize production (17% in Tanzania19).

Regularly defi cit markets in Kenya provide the cent-
er of gravity for the East Africa market, pulling in 
surplus maize from Kenya’s own central highlands 
as well as from eastern Uganda and northern Tan-
zania20. Smaller quantities are also imported from 
Uganda to Rwanda and from eastern Tanzania ar-

18. AFAP - SPAAA, 2012 - 2.
19. AFAP - SPAAA, 2012 - 2.
20. World Bank, 2008.

eas to Burundi. It should be also noted that sur-
plus Southern Highlands of Tanzania supply Mala-
wi, the Democratic Republic of Congo (RDC) and 
Zambia, and the Ugandan surpluses likewise pe-
riodically fi nd their way into defi cit markets. How-
ever, volumes traded between Tanzania and Mala-
wi have decreased over the last years, as Malawi 
has apparently become self-suffi cient and net ex-
porter of maize.

As well, intermittently, in years of exceptional maize 
harvest and low price in Ethiopia, such as 1997 and 
2002, small quantities of surplus maize fl ow from 
southern Ethiopia into northern Kenya, although 
poor roads and long distances limit theses fl ows21.

At the same time, defi cit urban areas of Kenya and 
Tanzania are partly supplied by the world market, 
from the ports of Mombasa and Dar-es-Salaam. 
Extra-regional imports come mainly from the Re-
public of South Africa, USA and Mexico. Although 
Tanzania exports maize to its neighbouring coun-
tries, 6 out of the last 10 years (2000-2009) Tan-
zania was a net importer of maize22. Cross-border 
trade from Ethiopia is also driven by demand from 
Kenya. The price of maize in the region is largely 
determined by:

 the CIF price in the ports of import; 

 the fl uctuating tensions in the main defi cit are-
as (mainly in Kenya) depending on the circum-
stances and the seasonal fl uctuations;

 the regional trade policy and its application by 
the EAC member states.

The great defi cit in maize and the tensions in the 
Kenyan market, are largely a result of the agricul-
tural and economic policies which have encour-
aged export crops at the expense of food crops, 

21. World Bank, 2008.
22. AFAP - SPAAA, 2012 - 2.
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in a context of sustained high level of effective de-
mand in the country, especially in main urban cent-
ers and of overwhelming dependence on maize as 
the key staple for the majority of the population23.

At the same time, the Kenyan agricultural and trade 
policies (and the current regional trade policy) aim 
to ensure prices that are:

 suffi ciently remunerative for farmers in order to 
encourage production;

 not too high in case of price rise in the world 
market or in case of food shortage due to cli-
matic accidents.

Other factors have contributed to continued high 
prices of maize in Kenya: the accelerated appreci-
ation of the Kenyan currency in recent years; the 
impact of increased internal production costs, giv-
en the increasing cost of inputs and other produc-
tion outlays and the overall rise in infl ation24. The 
price of maize is also high in other defi cit areas 
and countries of the region where this cereal is 
highly demanded: Democratic Republic of Congo 
(DRC), South Soudan and Somalia. Prices are re-
ported to be almost twice as much as Tanzanian 
local market prices25.

As the EAC declared maize to be a sensitive com-
modity, it implemented 50% tariff rice on import-
ed maize from outside the Community. However, 
during the high food prices crisis, Tanzania removed 
the import tariffs for maize from July 2007 to May 
2008 and again in November 200826. Figure 2 be-
low indicates price levels in the capital cities of EAC 
countries during mid November 201227. It could be 
noted that prices were consistently lowest in Kam-
pala and highest in Bujumbura. [See Figure 2: Price 
levels in the capital cities of EAC countries during 
mid November 2012, page 17.]

At global level, during the period January 2007 and 
January 2012, international grain prices were varia-
ble during the period, with price rises in mid-2008 
and in 2011, refl ecting world price volatility [see Fig-
ure 3: International and regional white maize export 
prices, 2007-12, page 17]. Maize export prices in the 
United States increased by just one percent between 
late February and late March. In Central America, 
maize price was stable after having declined consid-
erably in the second half of 2011. By January 2012 

23. CUTS International, 2011.
24. CUTS International, 2011.
25. Gabagambi, 2011.
26. MAFAP-SPAAA, 2012-2.
27. Regional Agricultural Trade Intelligence Network (RATIN).

it was close to its level from before the price surge 
in 2010/11. In Southern Africa, adequate supplies of 
maize and other staple foods from the good 2011 
harvests held maize prices and the prices of other 
staples relatively stable or seasonally trending up-
ward despite as the lean season peaked. 

High prices in Kenya, Malawi and Burundi markets 
usually stimulate cross-border trade, particularly 
from Tanzania and Uganda, thus generating ten-
sions (price rising, risks of shortage) in these coun-
tries. That is why, on several occasions, the Gov-
ernment of Tanzania, issues bans on exports. But 
according to the discussion held with the Food Se-
curity Unit of the Ministry of Agriculture and Food 
Security, trade bans have already been stopped fol-
lowing the commitment28 made by President Ja-
kaya Kikwete to the Leaders G8 countries in May 
2012 (Appendix 4). The Government has commis-
sioned a study to explore alternative ways of en-
suring food security without imposing trade bans. 
However the extent to which this commitment is 
binding is doubtful because trade ban is carried 
out as a legal action as per Food Security Act of 
2008; and the constitution of the United Repub-
lic of Tanzania is does not allow anybody, not even 
the President, to be above the law. 

>  Sugar

Although the EAC produces sugarcane, the region 
imports much of the sugar consumed by the pop-
ulation. Kenya is the main producer in the commu-
nity, followed by Uganda and Tanzania.

In recent years the shortage of sugar has been 
acute. Stakeholders believe that some unscrupu-
lous traders hoard the commodity in order to cre-
ate artifi cial shortage and rake up more profi t from 
high prices. High prices in Kenya have compounded 
the crisis as traders from across the region smug-
gle sugar to cash in on the lucrative market. The 
price more than doubled during the last quarter 
of 2011, as the rest of the region also faced sug-
ar shortages29.

A number of hypotheses are put forward by stake-
holders to explain sugar shortage:

 Hoarding of sugar has become notorious in Ken-
ya; it is suspected that some high profi le politi-
cians and individuals are involved.

28. Statement by Jakaya Mrisho Kikwete, President of Tanzania, 
Ellen Kullman, CEO of DuPont and Dr. Rajiv Shah, Administrator of 
USAID - 05/18/12 04:26 PM ET.
29. The Citizen Newspaper, Tanzania on Sunday, 25 September 
2011- Regional crisis as sugarcane production falls.
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FIGURE 2: PRICE LEVELS IN THE CAPITAL CITIES OF EAC COUNTRIES
DURING MID NOVEMBER 2012

FIGURE 3: INTERNATIONAL AND REGIONAL WHITE MAIZE EXPORT PRICES, 2007-12

600 USD

500 USD

400 USD

300 USD

200 USD
16 Nov. 18 Nov. 20 Nov. 22 Nov.

Nairobi Kigali Dar es Salaam Bujumbura Kampala

Ja
n

-0
7

JA
p

r-
07

Ju
l-

07

O
ct

-0
7

Ja
n

-0
8

A
p

r-
08

Ju
l-

08

O
ct

-0
8

Ja
n

-0
9

A
p

r-
09

Ju
l-

09

O
ct

-0
9

Ja
n

-1
0

A
p

r-
10

Ju
l-

10

O
ct

-1
0

Ja
n

-1
1

A
p

r-
11

Ju
l-

11

O
ct

-1
1

Ja
n

-1
2

750

600

450

300

150

0

USD/MT

Gulf of Mexico, US

Dodoma, Tanzania

Kano, Nigeria

Kampala, Uganda

Randfontein (SAFEX), South Africa

San Salvador, El Salvador



 

 18

Intra-regional Trade Limitations for Agricultural Commodities in the East African Community

 However the shortage may as well be attribut-
ed to droughts which lead to a fall in produc-
tion of sugarcane, the main raw material used 
for production of sugar in the region.

 Economic dynamics are responsible for the sit-
uation; higher prices offered in some countries, 
especially Kenya, have made it more profi table to 
export sugar from Tanzania and Uganda across 
the borders. Related to this is the strength of 
the Kentan currency that make it profi table to 
sell commodities in that economy.

 Neglect of the sugarcane farmers. Farmers are 
apparently abandoning cane production because 
it was no longer profi table. The higher prices con-
sumers pay for sugar and huge profi t margins 
made by traders do not seem to trickle down 
to the cane producers.

To stop sugar smuggling, mainly across their bor-
ders Kenya, Tanzania and Uganda have vowed to 
use their armies alongside other state organs in a 
bid to ease domestic shortages. The drastic secu-
rity measures highlight the gravity of the situation. 

Sugar is one of the “sensitive” goods whose import 
from outside the region is controlled by the EAC 
through higher Common External Tariffs (CET) in or-
der to motivate local production and intra-regional 
trade on the commodity. However, EAC secretar-
iat has not been able to enforce this rule because 
sugar business is no longer under the control of 
the public sector, and the private business fi rms 
in the fi ve member states are free to import or ex-
port the commodity.

The EAC bloc has a binding agreement to export 
sugar to the European Union (EU) countries. The 
region is expected to fulfi l its export quota irrespec-
tive of the fl uctuating production due to weather 
conditions or other factors. This has stressed do-
mestic supplies. Even in the event of drought, it is 
more profi table for companies to honour their ex-
port agreement with the EU because of the high-
er prices offered. 

In actual fact Tanzania could be losing in the sugar 
crisis because other partner states are importing 
the same commodity from the Common Market 
for Eastern and Southern Africa (COMESA) at much 
lower prices. There is also controversies related bio-
fuels production in the region, particularly in Ugan-
da, involving large amounts of sugarcane being di-
verted for green fuels production, instead of sugar.

The EAC region has huge tracts of land suitable for 
sugarcane production, and there is no excuse for 

shortages of the commodity. EAC governments are 
yet to address adequately problems facing cane 
growers, who have to grapple with high produc-
tion costs due to the rising prices of fertilizers, fuel 
and pesticides, as well as high transportation costs, 
while the sugar factories pay them low prices.

Although sugar factories in the region still own 
large estates planted with sugarcane, in recent 
years the raw material has increasingly been sup-
plied by neighbouring farmers under outgrower 
scheme arrangements.

Statistics at the EAC secretariat indicate that sug-
ar cane production for 2009 was 178,000 tonnes 
in Burundi, 18,000 tonnes in Rwanda, 3.5 million 
tonnes in Uganda and 5.6 million tonnes in Kenya. 
Tanzania’s production stood at 3.5 million tonnes in 
2008. Statistics released recently by the ministry 
of Agriculture Food Security and Cooperatives in-
dicate that local sugar production in Tanzania stood 
at 300,000 tonnes annually against an annual con-
sumption of 400,000 tonnes. Thus, the country’s 
sugar defi cit stands at 100,000 tonnes per annum.

Additional fi gures released by EAC early this year 
indicate the region has a much higher shortfall of 
sugar, with Tanzania and Kenya alone having a com-
bined defi cit of 360,000 tonnes, against an annual 
demand of 480,000 tonnes and 700,000 tonnes 
respectively. Production fi gures for the two coun-
tries are estimated at 500,000 tonnes for Kenya 
and 320,000 tonnes for Tanzania.

Currently, there are four sugar factories in Tanzania. 
These are TPC in Moshi, the oldest in the country, 
Kagera Sugar, which opened in the early 1980s, and 
Kilombero I and Kilombero II, both run by South Af-
rica’s Illovo, and the Mtibwa factory. The last three 
factories, located in Morogoro Region, started pro-
duction in the 1970s. They have a production ca-
pacity of 300,000 tons a year. 

>  Rice

Rice is the second most important crop in the EAC 
region after maize and mostly used as both, food 
and cash crop. It is produced in all the fi ve coun-
tries though with varying proportions. In the East-
ern African area, Madagascar, the Comoros and 
Tanzania can be numbered among the the world’s 
leading rice-consuming nations but only Madagas-
car can claim anything like self-suffi ciency30. There 
are some signs the reported fi gures that the end 
of regional confl icts can also signal a return to rice 

30. Africa Rice Center (WARDA), 2007.



 

TABLE 2: AVERAGE MILLED RICE PRODUCTION (1000 TONS) FOR SELECTED PERIODS
AND COUNTRIES IN EAST AFRICA

Country 1979s 1980s 1990s 2001-05

Comoros 7.64 8.99 11.29 11.5

Kenya 24.56 30.19 31.58 32.49

Madagascar 1,333.37 1,460.22 1,655.21 1,942.52

Malawi 42.04 23.80 41.34 49.99

Somalia 4.16 8.56 2.92 7.44

Sudan 5.39 1.87 2.12 12.16

Tanzania 184.05 329.54 446.29 456.97

Uganda 12.40 17.29 54.47 85.76

East Africa 1,613.61 1,880.46 2,245.22 2,598.83

Source: Africa Rice Center (WARDA) 2007 Brief
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production. The evidence from the 2001-2005 sta-
tistics shows a recovery in production and in con-
sumption in several post-confl ict countries.

The average annual milled rice production was 2.6 
million tons in the period 2001-2006. In 2006, the 
milled rice production estimate for East Africa is 
3.1 million tons, with Madagascar and Tanzania ac-

counting for 2.3 million tons and 525,300 tons re-
spectively, bearing out the strong upward trend in 
production which grew at a laudable rate of 7.21% 
during the same period of time.

The region’s performance was due to increases 
in rice production in Kenya, Tanzania, Uganda and 
Madagascar [see Table 2 below].

The main challenge that countries in the region 
are facing in rice production is low productivity. 
For example, Tanzania’s rice productivity is low-
er than most neighbouring countries and one of 
the lowest in the world. Thus, Tanzania and other 
EAC countries hardly meets their own rice demand 
and therefore imports signifi cant amount of rice 
mostly from South-East Asia. Figure 4 [see page 
20] presents trend of rice inports and exports for 
EAC during the period 2000-2011. It could be not-
ed that in recent years the gaps between imports 
and exports are bridging.

>  Dairy Products

Dairy production and marketing are a signifi cant part 
of the agriculture economy in East Africa. Accord-
ing to FAO data, EAC countries produced around 
six billion liters of fresh cow milk in 2007 roughly 
equal to one-quarter of the total for all of Africa (Fig-
ure 1). While less than half of this total would have 
been available for sale after allowing for on-farm 
use and production by dispersed traditional herds, 

market oriented dairying is a major economic ac-
tivity in East Africa noted for extensive smallholder 
farmer involvement. In diverse settings throughout 
the region, dairy has been shown to provide small 
farmers a regular cash income that can be sever-
al times greater than many other types of on- and 
off-farm enterprise31. Other recognized benefi ts of 
dairy production include growth linkages to input 
service providers, milk traders, and dairy proces-
sors; the ability to supply nutritious and affordable 
food to the local population; and opportunities for 
long-term expansion into growing domestic and 
regional export markets32. [See Figure 5: Milk Pro-
duction in the EAC Region, page 20.]

EAC Regional Trade Patterns

The EAC is one of the few regions well endowed 
with water resources consisting of rivers, dams, 

31. Staal et. al., 2003; Keyser, 2003; IFAD, 2005; Parsons and Mat-
iru, 2008.
32. Bennett, Lhoste, Crook, and Phelan, 2006.
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FIGURE 4: TREND OF RICE INPORTS AND EXPORTS FOR EAC DURING THE PERIOD 2000-2011

FIGURE 5: MILK PRODUCTION IN THE EAC REGION
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swamps, lakes, and underground water. As such, 
a wide range of agricultural commodities are pro-
duced and traded in and outside the EAC. Indeed, 
agricultural products in the EAC contribute sub-
stantially to the total merchandise exports from 
the region33. Table 1 [see page 9] presents regional 
balance sheet of fi ve selected agricultural commod-
ities namely milk and dairy products, maize, rice, 
sugar and poultry products for the EAC countries.

It could be noted that generally the EAC region is 
a net importer of agricultural commodities includ-
ing maize and rice that some state members have 
huge potential to produce. However, the region 
seems to be self suffi cient in poultry products. 
Between 2000 and 2011 the region either did not 

33. Julian Mukiibi (2009). Leveraging the Agriculture Sector Through 
Trade: Opportunities and Challenges in the EC-EAC EPA. CUTS IN-
ternationa and GTZ

import poultry product or exported some volumes 
of the same commodity. 

Examination of the direction of fl ows of these com-
modities from the EAC region indicates that 93% of 
exports are to COMESA, SADC and the EAC itself. 
The exports among EAC partner member states 
accounts for 51%. Export to other regions of the 
world including Europe, America and Asian coun-
tries is very marginal [see Figure 2 page 17]. This 
observation counters the arguments that EAC part-
ner states do not trade much among themselves. 
Such fi nding is plausible because EAC countries 
are known for exporting to Europe and other de-
veloped countries traditional export crops such as 
raw coffee, tea, cotton, cashew nuts, and tobacco, 
just to mention a few [see Figure 6: EAC exports 
to different regions of the world - Average for 2000-
2011, page 22].

TABLE 3: REGIONAL BALANCE SHEET (1 000 TONS) FOR SELECTED COMMODITIES (2010-2011)

Period Commodity Production Consumption Export Import Defi cit

2000-2002 Dairy products 12,274 12,286 2 15 -13

 Maize 18,085 18,110 87 112 -25

 Poultry meat 265 265 - - -

 Rice 3,343 4,365 23 1,045 -1,

 Sugar 2,211 2,485 65 339 -274

2003-2005 Dairy products 12,0 33 41,6 13,0 30

 Maize 18,085 18,110 87 112 -25

 Poultry meat 265 265 - - -

 Rice 3,343 4,365 23 1,045 -1,

 Sugar 2,211 2,485 65 339 -274

2006-2008 Dairy products 12,0 33 41,6 13,0 30

 Maize 18,085 18,110 87 112 -25

 Poultry meat 265 265 - - -

 Rice 3,343 4,365 23 1,045 -1,

 Sugar 2,211 2,485 65 339 -274

2009-2011 Dairy products 12,0 33 41,6 13,0 30

 Maize 18,085 18,110 87 112 -25

 Poultry meat 265 265 - - -

 Rice 3,343 4,365 23 1,045 -1,

 Sugar 2,211 2,485 65 339 -274

Source: Computed from UN-Comtrade data
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FIGURE 6: EAC EXPORTS TO DIFFERENT REGIONS OF THE WORLD:
AVERAGE FOR 2000-2011
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But in terms of imports for the same commodities, 
it was observed that 61% of imports are from Lat-
in America followed by ECOWAS (12%) and SADC 
(10%). [See Figure 7: EAC imports from different re-
gions of the world - Average for 2000-2011, page 24.] 
To limit the analysis to a manageable scope, sub-
sequent analysis was confi ned to two commodi-
ties; rice and dairy products. Figure 8 and 9 show 
fl uctuations in production, imports and exports for 
rice and dairy products in the region [see page 25].

Main Intra-Regional Flows in the EAC

Intra-regional trade fl ows of major commodities 
were examined by preparing a matrix of exports in 
the fi ve countries of the EAC [see Table 4 below].

It was revealed that the main fl ows are as follow: 

 dairy products: Kenya to Tanzania; Kenya to Ugan-
da; and Uganda to Tanzania;

 maize: Uganda to Kenya; Uganda to Burundi; 
Uganda to Tanzania; and Tanzania to Kenya;

 rice: Tanzania to Rwanda; Tanzania to Kenya; Tan-
zania to Uganda; and Uganda to Rwanda;

 sugar: Uganda to Rwanda; Uganda to Burundi; 
and Burundi to Rwanda.

These fl ows are presented in the map of East
Africa as [see Figure 10: Map of East Africa show-
ing major trade fl ows, page 26].

TABLE 4: INTRA-REGIONAL TRADE FLOWS IN EAC FOR ELECTED AGRICULTURAL
COMMODITIES (2006-2011 AVERAGE)

Commodity Country Burundi Kenya Rwanda Uganda Tanzania Main fl ows

 Burundi - - - - 6 Kenya to Tanzania;

Dairy

 Kenya 1,945 - 357 11,436 28,978 
to Uganda; and

products
 Rwanda 8 - - - - 

Uganda to Tanzania.

 Uganda 372 20,869 789 - 1,074

 Tanzania 13 3,619 37 120 -

 Kenya - - 1,554 4,575 21,095 Uganda to Kenya;

Maize
 Rwanda 327 - - 789 60 

to Burundi;
 

 Uganda 91,209 203,093 24,342 - 70,543 

to Tanzania

 Tanzania 6,007 53,316 2,186 358 - 

Tanzania to Kenya.

 Burundi - - 836 - - Tanzania to Rwanda;

 Kenya - - 45 4,182 524 
to Kenya; 

Rice Rwanda 155 - - 123 246 

to Uganda;

 Uganda 5,252 5,933 41,943 - - 

Uganda to Rwanda.

 Tanzania 1,409 30,986 56,761 44,876 -

 Burundi - - 33,076 98 215 Uganda to Rwanda;

 Kenya 1 - 4,167 190 98 
to Burundi; 

Sugar Rwanda 82 29 - 2 - 

Burundi to Rwanda.

 Uganda 13,731 4,392 45,292 - 6,222 

 Tanzania 170 9,157 3,360 4,294 -

Source: UN-Comtrade data, 2011 
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FIGURE 7: EAC IMPORTS FROM DIFFERENT REGIONS OF THE WORLD:
AVERAGE FOR 2000-2011
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FIGURE 8: TREND OF RICE PRODUCTION, EXPORTS AND IMPORTS (TONS)
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FIGURE 9: TREND OF DAIRY PRODUCTS PRODUCTION, EXPORTS AND IMPORTS (TONS)
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FIGURE 10: MAP OF EAST AFRICA SHOWING MAJOR TRADE FLOWS
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The intra-regional trade connects mainly neigh-
boring countries, and more specifi cally neighbor-
ing areas. Indeed, the low level of development 
in transport infrastructures and high transports 
costs often limit the long-distance trade, although 
the situation is improving in this fi eld. Multi-coun-
try import is only common in Kenya, which re-
ceives beans from Rwanda and maize from Ma-
lawi and Zambia34.

An important factor to be considered when assess-
ing the volume of agricultural trade within the re-
gion is its high level of informality. Indeed, trade 
between the EAC countries is carried out through 
both formal (regulated and recorded in national ac-
counts) and informal (unregulated and unrecorded) 
channels. According to estimates by ministries and 
industry associations, about 80% of trade in agri-
cultural products and food in the region is informal 
and not statistically recorded35. Informal trade ac-
counts for over 95% of trade in livestock and up 
to 60% for staple grains, especially among small 
traders36. According to the East Africa Cross-bor-
der Trade bulletin, the share of informal trade was 
42% for maize, 77% for the other cereals, 60% 
for sugar, 54% for fruits and vegetables (but 0% 
for sesame and only 8% for beans)37.

Price differences between countries tend to stim-
ulate intra-regional trade. Due to its trade and agri-
cultural policies and to its higher level of develop-
ment, Kenyan prices are higher than prices in the 
neighboring countries. Thus, and for example, the 
main agricultural production areas of northern Tan-
zania are reliable and inexpensive sources of food 
for the insecure and marginal agricultural south-
east and south-western lowlands of Kenya. In re-
turn, Tanzanian farmers and traders get relatively 
better prices compared to the domestic market38.

>  Rice Supply Chain 

In Tanzania, before liberalization of the sector, rice 
was extensively produced and marketed by Na-
tional Agricultural and Food Corporation (NAFCO) 
as well as National Milling Corporation (NMC) on 
the part of processing the rice. At the moment all 
these activities are privatized including the relevant 
infrastructures like the irrigation schemes, farms, 
mills and their storage facilities.

34. GTZ, 2010.
35. GTZ, 2010.
36. CUTS International, 2011.
37. Gabagambi, 2011.
38. GTZ, 2010.

The supply channels for rice are generally long and 
the produce changes many hands before reaching 
the fi nal consumer.

Traditionally most of the small farmers sell part of 
their rice production to local agent of millers or trad-
ers. The high number of stakeholders is linked to 
the fact that there are lots of long term relations of 
trust and dependence between sellers and buyers. 
However, some of the better organized and more 
dynamic smaller Tanzanian farmers (representing 
less than 20%), producing rice on less than 10 
acres of irrigated land with their higher yields and 
nearer to regional centers have established direct 
links with regional buyers.

A few more structured supply chains are emerg-
ing and there is increasing interest from large (for-
eign) investors. Some bigger farmers on irrigat-
ed land link directly to national large millers and 
buyers. Part of the latter are linked or integrat-
ed to larger trading companies which are deal-
ers in several crops (rice, maize, cotton, etc.) and 
also import rice. They will arbitrage between the 
price of local rice and the price of imported rice, 
thus looking at the opportunity cost of their in-
vestments39.

>  Maize Supply Chain

In Tanzania, the maize marketing system is char-
acterized by a very large number of small traders 
operating both from the main centers of produc-
tion and from the major urban areas.

Marketing channels are characterized by lengthy 
brokerage services dominating at village, district 
and national urban markets. The market margins 
are generally quite high40.

>  Milk and Dairy Products

The countries in the region generally have large 
and vibrant small-scale trading sectors in which 
various kinds of milk vendors, milk shop owners, 
and mini-processors link small farmers with city 
and town buyers.

Dairying in all fi ve countries is a domestically fo-
cused activity with very large informal sectors and 
maybe only 10-20% of milk is going through for-
mal market chains41. 

39. MAFAP-SPAAA, 2012-1.
40. MAFAP-SPAAA, 2012-2.
41. Jensen Michael and Keyser John.
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CHALLENGES AND LIMITATIONS
TO INTRA-REGIONAL TRADE

The limitations for developing agricultural intra-
regional trade within the EAC can be classifi ed in 
fi ve main categories:

 lack or bad conditions of physical infrastructures 
for transportation;

 tariff barriers;

 non Tariff Barriers;

 constraints specifi c to value chains downstream 
from agricultural production;

 constraints specifi c to the agricultural production.

Lack or Bad Conditions of Physical 
Infrastructures for Transportation

Even though the main roads between the major 
cities of the regions are often in a good condition, 
these roads are scarce.

In Tanzania, only fi ve percent of the road network 
is bituminized. So, the lack and bad conditions of 
roads is not a problem specifi c to cross-border 
trade: it’s also affects the trade within the larger 
countries, specifi cally Tanzania.

Most cities and regional markets cannot be reached 
by a good road throughout the year which bids up 
the cost of transport of these areas creating a mar-
ket barrier to the producers in the area need to face 
if they wish to sell their products to the national 
market42. In addition, there is no railway connec-
tion between Uganda and its neighboring coun-
tries e.g. Tanzania, Burundi and Rwanda, as well 
as between Kenya and Tanzania43. This has the fol-
lowing implications:

 Some producers have no access to the market, 
at least in some periods of the year. This is of-
ten the case for perishable goods. As they suf-
fer from delays in transport, some agricultural 
products from remote locations untradeable al-
together44.

 In Tanzania, horizontal integration at the markets 
is underdeveloped as the benefi ts from trade 
between regional markets other than Dar es Sa-

42. Eskola Elina, 2005.
43. Othieno Lawrence, 2012.
44. Eskola Elina, 2005.

laam are eaten by the high transportation costs. 
Besides the trade between the larger markets, 
i.e. interregional trade (from Dar es Salaam), 
access to regional markets from the small vil-
lage level markets, i.e. intra-regional trade, is 
dependent on feeder roads, which in their cur-
rent state are in poor conditions45.

 Transportation costs are increased. According to 
the SAGCOT value chain survey, transport costs 
(rice) are on average $0.40/T/km from the farm 
gate to the primary market (rural), *$0.27/T/km 
from the primary (rural) market to the secondary 
(regional) urban market, and $0.12/T/km from 
the secondary market to the wholesale markets. 
However, during peak times and in the more re-
mote rural areas the cost can even be higher46. 
Poor road conditions can sometimes stop the 
trucks completely in rural regions and the risk 
of getting stuck is refl ected in seasonal fl uctu-
ation of transport prices to remote locations47. 
In addition, the more remote the location, the 
more expensive the fuel is, and thus the trans-
portation costs48.

 High transportation costs and long transporta-
tion time is also decreasing the size of the mar-
ket by blocking more remote producers and po-
tential consumers from the market giving market 
power to the few large-scale players who are 
able to meet the transaction costs49. Conse-
quently, they are able to capture much of the 
value added.

 Increased delays are a limitation for the improve-
ment of the quantity and quality of the agricul-
tural production and for food preservation50. This 
decrease their competitiveness with imported 
products (in particular for perishable goods such 
as fruits and vegetables).This affects especially 
the larger traders who trade goods across mar-
kets, and for whom delays in transport can mean 
loss of consumers as well as rotten products. 
Traders take high margins in order to compen-
sate the risks of losses, which impacts nega-
tively in the farm-gate prices.

 It should be noted that the lack of infrastruc-
tures within a country sometimes help trade 
between two neighboring countries. Thus, his-

45. Eskola Elina, 2005.
46. MAFAP-SPAAA, 2012-1.
47. Eskola Elina, 2005.
48. Eskola Elina, 2005.
49. Eskola Elina, 2005.
50. Eskola Elina, 2005.
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torically Kenya and Tanzania have enjoyed strong 
agricultural trade ties and, among other fac-
tors, this trade has evolved due to poor trans-
port infrastructure within Tanzania, making Ken-
ya an outlet for surplus food production from 
the Arusha and Lake Victoria regions. Howev-
er, Tanzania has currently improved its infra-
structure, which has widened the food sourc-
es for the Kenyan market. It is now common 
for maize from Southern Tanzania, parts of Ma-
lawi, and Zambia to reach the Kenyan markets 
of Nairobi51.

Tariff Barriers 

Through the EAC Customs Union Protocol, the 
member States commits to the elimination of tar-
iff barriers. The transitional period ended in 2010 
and, strictly speaking, there are no more tariffs 
within the region.

However, “tariff” concept can be expanded to in-
clude any statutory deductions from farmer’s or 
trader’s income that are not related to production, 
ie domestic taxes52. Domestic taxes often consti-
tute constraints to the commercialization of agri-
cultural products. In Tanzania, the district councils 
are given the authority to tax up to 5% of the val-
ue of the crop. There are considerable variations 
in the rates and amounts in local taxes. There are 
duplication of taxes (double-taxation by the local 
and national government on the same revenue-
base) and inconsistencies between local and central 
government tax policies. Some local governments 
impose high taxes on export crops, which are in-
consistent with the national government policy to 
encourage production. Some sub-sectors are es-
pecially affected by the VAT regime. For example, 
cane farmers are taxed on land preparation, cane 
cutting and transportation to factories. But usual-
ly the farmers can’t deduct the VAT because they 
are too small to register, which diffi cult their com-
petition with counterparts in regional and interna-
tional markets53.

Non Tariff Barriers 

While tariffs barriers between the EAC countries 
have been eliminated, the business community had 
been experiencing many non-tariff barriers (NTBs) 
in cross border business transaction in the region54. 

51. GTZ, 2010.
52. Gabagambi, 2011.
53. Gabagambi, 2011.
54. Gabagambi, 2011 and Muluvi and al., 2012.

NTBs should be well defi ned, as well as Non tar-
iff Measures (NTMs). The later are “quantitative 
restrictions and specifi c limitations that act as ob-
stacles to trade”. NTMs may be legitimate, when 
they serve social objective, for example health pro-
tection. Generally, non legitimate NTMs avec con-
sidered as Non Tariff Barriers55. Of course, the line 
between NTBs and legitimate NTMs is often ques-
tionable. NTBs can be classifi ed as follows:

 export bans;

 technical barriers;

 bribery and corruption.

Limitations to intra-regional trade have been mon-
itored by the EAC authorities. In coordination with 
the members States, the EAC implements vari-
ous actions in order to eliminate non tariff barriers. 
A Study on the development of a legally binding 
mechanism on the elimination of identifi ed NTBs 
has commenced and the inception report of the 
study was approved by the EAC dedicated Ministe-
rial meeting on NTBs during their meeting on 14th 
March, 2012 in Mombasa, Kenya56. For its part, 
the East African Business Council (EABC) releas-
es every two years a survey about NTBs in the re-
gion and proposes solutions57.

>  Export Bans

Temporal export bans on cereals (maize and rice) 
are principally implemented by the Tanzanian gov-
ernment, as a food security policy. Food exports 
are regulated by the Strategic Grain Reserve, with-
in a context of state intervention in the cereal mar-
kets aimed at stabilizing prices and food supply. 
Export permits are required for anyone who de-
sires to export from Tanzania.

Tanzania has had exports bans for maize in place 
during most of the fi rst decade of the XXI centu-
ry. The export ban normally follows a bad harvest 
or price peaks. The main objective of this ban is 
to avoid production being diverted to Kenya where 
prices for maize are signifi cantly higher than in 
Tanzania, and thus to supply the domestic market 
and avoid price rising58. Tanzania is the only coun-
try in East Africa which formally restricts trade and 
this becomes a major policy debate issue in the 
country. This policy measure is in place since the 

55. Jensen M. and Keyser J.
56. EAC, Status of Elimination of Non Tariff Barriers in the East Afri-
can Community, Volume 2, March 2012. http//www.eac.int
57. East African Business Council, www.eabc.info
58. MAFAP-SPAAA, 2012-2.
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1980’s and formally lifted in 1999. However it has 
gained prominence again during the food price 
peak events on the later 2000’. Since 2006, ex-
ports bans for maize were successively lifted and 
reintroduced three times59.

Regularly, the Ministry of Agriculture, Food Security 
and Cooperatives estimates a ratio between grains 
supply and demand for each one of the twenty-one 
region of the country and for Tanzania as a whole. 
When the ratio for Tanzania is less than 120%, bans 
are decided. The Ministry only considers that there 
is a surplus beyond 120% due to the expected 
waste and losses. Between 100% and 120%, it 
is estimated that the country is self-suffi cient. Be-
low 100% the country is considered as in defi cit.

Actually there is in Tanzania debate on the opportuni-
ty of export bans: “A missed opportunity for exports” 
or “a gain for Food Security”? Many stakeholders 
criticize these measures. Indeed, they deeply af-
fect producers as export bans result in lower prices 
and seem to be very benefi cial for the traders and 
customs offi cials. In some regions relatively isolat-
ed (for example in West and South-West Tanzania), 
production can hardly be transported within Tan-
zania and thus meet the demand of Tanzanian ur-
ban centers and defi cit areas, while it can be easily 
exported. Thus, surpluses can hardly be marketed 
in the domestic market, prices remain low, cere-
al stocks rot in warehouses, farmer incomes have 
very few incomes. Actually, part of them contin-
ues to be exported, in an illegal way (smuggling, 
for example with bicycles or motorcycles or roll-
ing in charcoal bags, or by paying briberies to the 
offi cials). But, the existence of bans tends to im-
prove the balance of power for the benefi t of trad-
ers at the expenses of farmers. 

Bans also generate uncertainty on economic agents. 
Sometimes it is not clear whether the ban is in 
place or not.60 This has reduced the number of 
buyers from outside Tanzania, especially Kenya. 
As a result the prices of maize are sometimes not 
high enough as expected by local stakeholders61.

In Tanzania, Regional Commissioners are in charge 
of delivering certifi cates of clearance for exporta-
tion, including when exports are authorized. In case 
the region is not considered as “food secure”, the 
delivery can be refused. The lack of transparency 
and the complex administrative procedures can 
be used by big companies and infl uential persons 

59. MAFAP-SPAAA, 2012-2.
60. MAFAP-SPAAA, 2012 ; Lagandré Damien, 2010.
61. Gabagambi, 2011.

to obtain their exportation licence. Small traders 
often cannot access to the information nor follow 
all the procedures62.

It should be also noted the existence of district by-
laws against food sales out of the district in times 
of food shortage63. The last export bans were set 
up between July and December 2011. Recently, 
the President of Tanzania committed not to use 
bans anymore. 

>  Technical Barriers

Some of the various technical barriers can be con-
sidered as disguised protectionism (no recognition 
of certifi cates, excessive delays, etc.), other one as 
a results of interests of national governments or of 
specifi c authorities (cost of some procedures and 
certifi cates). Finally, some limitations result from 
ineffi ciencies and bureaucracy and from a relative 
slowness in the harmonization or unifi cation of 
procedures between the countries of the region.

• Cumbersome procedures for business
and licensing and customs operations

According to the fi ndings of a study carried out in 
2005 in three countries of the EAC (Kenya, Tanza-
nia, Uganda), time for the border administrative for-
malities is very long and causes delays64. Also the 
study is a bit old its fi ndings are still relevant today.

  Time Taken for Documentation at Border Cross-
ings. According to the study, nontariff barrier re-
lated to border post procedures especially those 
related to Documentation at crossing was found 
to takes more than 1 hour in the majority of cas-
es. Since the procedures at customs, immigration 
and police checks are sequential, the total period 
could be more than 3 hours.

 Time for procedures at Border Posts. Pre-ship-
ment inspection is completed within a day for at 
least 60% of the cases in Tanzania and Uganda 
and in less than 20% of instances are these pro-
cedures delayed beyond a week. In Kenya on the 
other hand businesses experience the longest de-
lay overall in completing the clearance formalities65. 

62. Lagandré Damien, 2010.
63. MAFAP-SPAAA, 2012-1.
64. Study on Non-Tariff Barriers and Development of a Business 
Climate Index in the East Africa Region, commissioned by the East 
African Business Council (EABC) in collaboration with the GTZ, re-
ported by Gabagambi, 2011.
65. Study on Non-Tariff Barriers and Development of a Business 
Climate Index in the East Africa Region, commissioned by the East 
African Business Council (EABC) in collaboration with the GTZ, re-
ported by Gabagambi, 2011.
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Obtaining an import declaration form (IDF) involves 
numerous agencies, with often duplication of ef-
fort and wasted business time66. 

It is expected that recent decision of Ministers to 
implement the electronic cancellation of bonds 
within 24 hours will contribute to reducing delays67.

  Time for Business Registration and Licensing. 
In all the States, registration and licensing is com-
pleted within a week for the majority of them. In 
Kenya, various ministries, departments and par-
astatals regulate and support the country’s trade. In 
performing their functions, they sometimes hinder 
the free and smooth fl ow of goods and services in 
the EAC. These hindrances occur because of the 
setting of product standards, technical regulations 
and conformity assessment procedures. All the 
Kenyan agencies in charge of regulating country’s 
trade operate independently of each other, with-
out much coordination (thereby occasioning de-
lays). In addition, most of them do not operate 24 
hours a day68. More generally, numerous institu-
tions are involved in testing goods. The Ministers 
of the EAC States recently agreed to act in order 
to fast track the clearance of goods at border en-
try points and to enhance collaboration among the 
regulatory agencies69.

• Lack of harmonization of procedures
and documents

Lack of harmonization of procedures and documents 
is a key factor of delays. The clearance of goods 
by the Kenya Revenue Authority (KRA) takes time 
because of the lack of harmonized import/export 
documentation and procedures. Currently, the dig-
ital data exchange system used by revenue author-
ities is operational in Rwanda, Uganda and Kenya, 
but not in Burundi and Tanzania. Only Kenyan cus-
toms operates for 24 hours, meaning that even 
if goods are cleared in Kenya, they are delayed in 
Burundi and Tanzania by other member states70. 

However the EAC is currently enhancing the imple-
mentation of harmonized document and the utili-
sation of harmonized procedures manual, as well 
as the interfacing of national customs’ systems71.

66. Muluvi Augustus and al., 2012.
67. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
68. Muluvi Augustus and al., 2012.
69. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
70. Muluvi Augustus and al., 2012.
71. «Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.

• Lack of recognition of certificates, standards

Theoretically, there is a mutual recognition of cer-
tifi cates issued in the various EAC countries. How-
ever, regarding standards and certifi cation, some 
agencies accredited to conduct standardization in 
one country are not recognized by offi cers in oth-
er countries72 73. Veterinary licenses have some-
times to be issued for each individual consignment 
instead of for an extended period (for example 
annually)74.

Indeed, these measures appear sometimes to be 
real import bans. It’s for example the case of Ugan-
dan ban on beef and beef products from Kenya, 
and of Kenyan bans on Ugandan day old chicken (in 
the latter case, the ban has been recently lifted)75. 
Kenya recently imposed stricter quality standards 
in the dairy sector, which Ugandan producers and 
traders referred to as “protectionist measures” 
that were imposed to protect the relatively expen-
sive Kenyan industry. According to stakeholders, 
it seems that the situation in the ground is some-
times very different than political speeches.

Many traders came to the border without certi-
fi cation from the export country. As there are no 
laboratories at the border points, samples have 
to be sent to the capital of the importing coun-
try, which generate huge delays. The procedures 
for obtaining the certifi cates of origin are cumber-
some and lengthy76.

Harmonization of standards can help developing 
intra-regional trade. However, it’s necessary the 
standards are adjusted to the reality of the pro-
duction in the region. In the milk sector, harmo-
nized regional standards seem to be too demand-
ing and thus unrealistic. So, they may be a source 
of trade confl icts in the future77.

• Immigration procedures

Work permits requirements that undermine the 
free movement of people within the region78. It 
takes between 1-5 months to get a work permit 
for workers sourced from another EAC country79. 
As well, Tanzania charge visa costs of USD 250 for 

72. Muluvi Augustus and al., 2012.
73. Jensen M. and Keyser J.
74. Jensen M. and Keyser J.
75. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
76. Muluvi Augustus and al., 2012.
77. Jensen M. and Keyser J.
78. Othieno Lawrence, 2012.
79. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
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businessmen80. For companies that operate at he 
both side of the border the cost can be high (for 
example, they have to pay each time they need 
to send an engineer). Similarly, Tanzania remains 
closed to foreign capital stock trading81. 

• Roadblocks and weighbridges

According to a study, although the majority of busi-
nesses do not regard these three sets of NTBs as 
constituting obstacles, police road blocks in Kenya 
are considered as a major obstacle by almost 20% 
of businesses in Kenya, as well as weighbridges82. 
There are 27 police control posts between the 
Ugandan border and the Kenyan port in Momba-
sa83. For every 100 kilometers, traders encounter 
about two, fi ve and seven roadblocks in Tanzania, 
Uganda and Kenya, respectively. 

On the other hand, road blocks aimed at levying 
taxes are many in the Tanzanian local districts. At 
each road block, there is a considerable delay. The 
farmer has to show a receipt that prove he has al-
ready paid the cess, but sometimes the guard re-
jects the quantity of maize quoted on the receipt 
on guise of under-declaration. This sometimes ne-
cessitates offl oading and recounting of bags from 
tracks and tractors. A delay at a road block may 
take up to 4 hours84.

• Road axle regulations

Until early 2012, the application of axle load spec-
ifi cations varied from one country to the other85. 
However, the impact of Non-Tariff Barriers must 
not be overstated. In spite of the various limita-
tions, the traders and companies “live with them” 
and regularly export without absolute constraint. 
Jensen’s and Keyser’s study shows that NTBs are’nt 
a big threat to regional trade currently. They found 
that market participants were generally happy with 
the fl ow of trade. They said that trade had become 
much easier over the latest years. This is coherent 
with the declarations of the stakeholders we met 
in the course of this study. However, Jensen and 
Keyser mention that there are numerous potential 
sources of NTBs that may develop into major bar-
riers in the future86.

80. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
81. Othieno Lawrence, 2012.
82. Gabagambi, 2011.
83. Ancharaz and al., 2011.
84. Gabagambi, 2011.
85. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
86. Jensen M. and Keyser J.

>  Bribery

Corruption is frequent at the borders, but also at 
all over the supply chain, where the stakehold-
ers pay to avoid delays (for example, when trad-
ers have to wait for sending and examining sam-
ples), overload charges, and other problems. On 
average, Tanzania’s farmers pay 10 bribes per year 
in the full supply chain process, Kenya’s farmers 
8 bribes and Uganda’s farmers 4 bribes. An aver-
age of 7 of bribes from Tanzanian farmers occurs at 
roadblocks and 3 at weight-bridges87. Police offi c-
ers solicit bribes especially from transporters and 
traders whose vehicles have foreign registrations88. 

On the Northern Corridor (Mombasa-Kigali), bribes 
are estimated at USD 0,55 per roadblock per truck 
on Ugandan side and USD 1,3 on Kenyan side, or 
USD 25,70 per truck89.

>  Consequences

The main impacts of non-tariff barriers are the fol-
lowing:

 increased costs, and thus lower farm gate pric-
es and sometimes higher consumer prices;

 in some case, loss of markets for the traders 
(due to delays);

 possibly disincentive for some stakeholders to 
trade products within the region.

Limitations at Production Level

To a large extent, the low level of intra-regional trade 
is more due to the insuffi cient regional production 
than to constraints to trade. In the case of milk, 
Jensen M. and Keyser J. mention that, whereas 
some observers have tended to link the poor trade 
performance with the existence of trade barriers, 
it is more likely that trade is not happening due to 
a general shortage of milk90.

On the other hand, production costs are some-
times relatively high while the price anticipated 
by farmers is relatively low due to the several con-
straints along the value chain. This doesn’t incen-
tive farmers to invest and produce more for mar-
keting. In addition, risks due to natural conditions 
and to price volatility are signifi cant. This reinforc-
es farmers’ risk management strategies based on 

87. MAFAP-SPAAA, 2012-2.
88. Muluvi Augustus and al., 2012.
89. “Status of Elimination of Non Tariff Barriers in the East African 
Community”, Volume 2, EAC, March 2012.
90. Jensen M. and Keyser J.
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cost reduction. However, it should be noted that, 
at consumption level (and in particular in the great 
urban centers), national and regional products are 
in competition with products imported with high 
customs tariffs. This has tendency to keep prices 
relatively high which, eventually, has a positive im-
pact on farm-gate prices. Low trade complimenta-
rity is mentioned by Ancharaz and al., 2011.

In the case of milk, seasonal variation is similar 
across EAC States and all are normally in a defi -
cit situation91.

Another limitation is that the EAC partner states 
are currently entwined in producing and exporting 
substitutable products rather than complements: 
for example, all of them export to each other dairy 
products, food stuffs, vegetable, fats and palm 
oil. This has generated unnecessary competition 
within the single market, which in turn has limited 
the gains from trade, especially for the landlocked 
countries (Uganda, Burundi, and Rwanda)92. There 
is a certain complimentarity, as some countries are 
net-importer from other countries and because 
seasonal variations are not exactly the same from 
one region to the other. However, seasonal varia-
tions have the same gross characteristics, for ex-
ample in the case of milk production.

Limitations at Value Chains Level

>  Numerous Stakeholders

In most cases, moving food products from farmers 
to fi nal consumer involves multiple transactions. 
The margins required by each party within multi-
party chains substantially increase the fi nal retail 
price or reduce the farm-gate price93. 

In Tanzania, the weak institutional framework for 
following and enforcing trading agreements be-
tween unknown parties leads to long supply chains 
of friends, middlemen and brokers as contracts 
cannot be made directly between the consumer 
and the producer who do not know each other. 
Throughout the supply chain deals are made with 
middlemen to ensure timely and reliable supply 
of agreed goods. The lack of formal contracts and 
ability to enforce informal agreements means that 
most of the deals are done between relatives or 
close personal friends, which increases transac-
tion costs94.

91. Jensen Michael and Keyser John.
92. Othieno Lawrence, 2012.
93. MAFAP-SPAAA, 2012-1.
94. Eskola Elina, 2005.

>  Imbalances of Power

At various levels, there are imbalances of pow-
er between stakeholders within the value chains. 
The major one is between small-scale producers 
and traders at local level. Many farmers have no 
information about market prices and need to sell 
their products once harvested or collected. This 
makes the middlemen or traders able to impose 
low farm-gate prices95.

Moreover, seasonal price fl uctuations are signifi -
cant for products such as maize, and only actors 
with access to storage facilities and fi nancial serv-
ices are able to take advantage of them96.

When trade is operated in markets (wholesale or 
retail markets), the relations are more balanced as 
there is a real competition and information about 
prices (including indicative prices in some whole-
sale markets). The reduction of intermediaries im-
plies a better transmission of the market price to 
the farmers. In Tanzania, MVIWATA has developed 
wholesale markets (bulk marketing) that have made 
possible more balanced relations for the benefi t of 
farmers. Moreover, the existence of Warehouse Re-
ceipt Systems (WRS) make possible the farmers to 
storage their production in good conditions and to 
sell it when market prices are higher. Controlling 
and grading products in some wholesale markets 
also make price determination more objective97. 

There are several initiatives in the region to im-
prove information on the cereal markets, in par-
ticular prices and information of where there are 
surplus or shortfalls:

 The Tanzanian government calculates monthly 
food balance sheet in each region of the coun-
try and for the country as a whole.

 The Eastern Africa Grain Council is developing a 
marketing information system: data on market 
prices in eight countries of the region; informa-
tion by SMS; RATIN trading platform (internet 
trading) aimed at linking stakeholders that have 
products in warehouses with other stakehold-
ers; monthly food balance sheet at national and 
regional levels98. At the moment, this mecha-
nism is not really connected with the MIS Tan-
zanian government mechanism; although there 
is some progress in order to articulate both in-
itiatives.

95. Lagandré Damien, 2010.
96. MAFAP-SPAAA, 2012-2.
97. Lagandré Damien, 2010.
98. www.eagc.org and www.ratin.net
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 MVIWATA is implementing an Agricultural Mar-
ket Information System (MAMIS) based in the 
collection of price information from six rural mar-
kets and six town markets (Dar es Salaam, Mo-
rogoro and Dodoma) and their dissemination to 
different markets. In these markets, there are 
price information blackboards in which this in-
formation is displayed to stakeholders. MVIWA-
TA is planning to extend this system and devel-
oping SMS application at affordable price99.

The trucking sector in much of Africa is dominat-
ed by transport cartels that operate through a sys-
tem of queuing for loads at fi xed fares as opposed 
to competitive best-offer practices100.

>  Lack and Low Quality of Storage
and Processing Infrastructures 

Lack of infrastructures, or bad infrastructures, for 
storage and conservation of the products is a great 
concern in the region. While perishable goods are 
mainly affected by the few cold chains and trans-
portation delays [see above], maize is mainly suf-
fering bad conditions for storage (mould). Post-har-
vest losses are quite signifi cant101. Due to the lack 
of infrastructures, farmers are frequently forced to 
sell just after harvesting when the prices are low. 
The main consequences are the following:

 Bad quality of the products, sometimes under-
mined competitiveness of the products vis-a-vis 
products imported from outside of the region, 
lower prices at consumption level. For exam-
ple, broken rice rice is sold for half to a quar-
ter of the going price for full kernel rice102. Cur-
rently, the marketplaces in Tanzania are in poor 
condition, which hinders the expansion of the 
market in terms of new customers and inves-
tors. The dirtiness of the market place seems 
to be the main constraint facing consumers us-
ing the markets in Dar es Salaam; goods are of-
ten lying on the ground and the smell of rotten 
food does not encourage new consumers to en-
ter103. The compliance with standards is rarely 
inspected for maize and beans imported from 
Uganda to Kenya, although there are frequent 
concerns about the moisture content of Ugan-
dan maize, which might be too high according 
to EAC quality standards for maize. 

99. Lagandré Damien, 2010.
100. Ancharaz and al., 2011.
101. MAFAP-SPAAA, 2012- 1.
102. MAFAP-SPAAA, 2012-1.
103. Eskola Elina, 2005.

 Lower farmers’ incomes, due to losses and lower 
prices at farm-gate level. The high level of goods 
getting rotten means that the traders are faced 
with substantial losses in their trade, which is 
refl ected in high marketing margins for perish-
able products104, which means lower prices to 
producers or higher prices for consumers (and 
thus less competitiveness).

 Health risk to the traders and the fi nal consum-
ers105.

There are some emerging business models, such 
as Warehouse Receipting Systems (WRS), that are 
supported by NGO projects. They make possible 
the improvement of quality. Farmer organisational 
models are also emerging, in particular MVIWATA 
bulk marketing experiences in Tanzania106. 

Controlling and grading products in some whole-
sale markets also constitute a good incentive for 
improving the quality, as prices can better take into 
account the quality of the products. The east Afri-
can Grain Council is willing to work on quality is-
sue especially to promote regional trade through 
regional standards of grades107. 

>  High Costs of Transportation, Energy 
and Telecommunication

Cost of energy is by far Africa’s largest infrastruc-
ture challenge, at production level, for transportation 
[see above] as well for food processing. Shortages 
used to be frequent, which means underutilization 
of infrastructures or higher costs due to the use of 
generators108. Intra-regional passengers transpor-
tation is also expensive (USD 500 per a Nairobi-
Dar es Salaam fl y). Telecommunication costs are 
also a limitation to intra-regional trade109. A phone 
call to China can be cheaper than a call to another 
East African country110.

>  Lack of Know How and
Access to Capital

In Tanzania, lack of knowledge in basic business 
skills appears to be a serious constraint for many 
traders, thus preventing from increasing their busi-
nesses. Lack of business skills can act as a barri-

104. Eskola Elina, 2005.
105. Eskola Elina, 2005.
106. MAFAP-SPAAA, 2012-2; Lagandré Damien, 2010.
107. Lagandré Damien, 2010.
108. Ancharaz and al., 2011.
109. Ancharaz and al., 2011.
110. Direct interview of stakeholders.
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er for expanding the business especially when it 
comes to managing and obtaining loans, which are 
used to increase the working capital.111 The limita-
tion is even higher for intra-regional trade. Many 
Tanzanian companies and traders are not regis-
tered as East African companies and cannot ex-
port. However, Kenyan companies and traders are 
better organized and many of them operate in the 
neighbouring countries in order to export from or 
import into Kenya.

Lack of capital and access to credit not only a con-
straint for the small-scale farmers and traders but 
also for the large market actors. Large-scale trad-
ers without access to offi cial credit cannot com-
pete with their international competitors who have 
more fl exible access to credit. Circulation of work-
ing capital is currently seen as a problem at every 
stage of the supply chain.112

Due to an increased competition between whole-
salers, traders give sometimes credit to their cus-
tomers nowadays more often as a means to close 
the deal, which puts additional pressure on trad-
ers’ working capital.113

In Tanzania, traders’ inability to borrow against future 
earnings leads also to low risk and often low return 
strategies being selected. They have to deal with ir-
regular supply and transport, which limits their pos-
sibilities to diversity their business and obtain loans.

111. Eskola Elina, 2005.
112. Eskola Elina, 2005.
113. Eskola Elina, 2005.

>  Consequences

The main consequences of the limitations of val-
ues chains’ level as a whole are:

 lower volume of intra-regional trade;

 lack of competitiveness (price au quality) with 
imported products;

 distribution of value added unfavourable for pro-
ducers which therefore receive low prices for 
their produce. This is in turn a desincentive to 
investment by farmers to output growth, for in-
creasing production levels, and thus to the mar-
keting of the surplus. 

Lack of Regulation of the Markets

There are some price regulation mechanisms in 
the region: Common External Tarriff and the pos-
sibility for the states not to apply it (or to apply a 
lower tariff than the CET) in case of shortage and 
price rising; export bans in the case of Tanzania 
and which impact is questionable [see above]; na-
tional strategic reserves whose volumes never-
theless seems to be too low to make it a real tool 
for price regulation.

However price seasonality and volatility are rel-
atively high. We have mentioned that price sea-
sonality very often affects farmers’ income. For 
traders, price seasonality and volatility can be an 
opportunity to increase benefi ts. But price volatil-
ity means also risks for traders. 
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Part III. Analysis of Rice and Dairy 
Products Case Studies

RICE CASE STUDY 

Production, Consumption, Trade

>  Consumption

Rice is an important staple food crop, from a ca-
loric perspective. Rice is more important in the di-
ets of high income consumers in urban areas. In 
Tanzania, rice is the third most important source 
of calories after maize (33% of caloric intake) and 
cassava (15%). Rice is used almost entirely for 
human consumption. Rice is a preferred grain in 
the sense that as incomes rises, consumers shift 
from sorghum and maize toward rice and wheat 
products. Over the past nine years (from 2000/02 
to 2009/11), consumption has increased by 25% 
which shows that per capita rice consumption has 
not rised. 

>  Production

Rice is mainly produced by smallholder farmers114. 
In the nine last years (from 2000/02 to 2009/11), 
production has increased by 41%115. In Tanzania, 
areas sown with paddy and paddy production have 
increased dramatically over the last years (with a 
doubling of production between 2009 and 2010), 
due in particular to the proactive-policy of subsi-
dizing inputs under inputs voucher systems –new 
input subsidy policy that came in place following 
the implementation of the Kilimo Kwanza (agri-
culture fi rst) strategy–, the increase in the use of 
irrigation and a favorable rainfall distribution. The 

114. MAFAP-SPAAA, 2012-1.
115. UN-Comtrade data.

area planted with paddy increased from approxi-
mately 666.000 ha in 2006/07 to 1.136.000 ha in 
2009/10116. Increased rice prices in domestic mar-
kets from late 2007 and early 2008 also contribut-
ed to improve the rentability, and thus interest, of 
rice for producers. 

>  Trade

The East African Community as a whole is a net 
importer of rice. It imports 18% of its consump-
tion (2009-11 period117), mainly from USA (Tanza-
nian imports) and Asian countries (Thailand, Viet-
Nam, China, India, Pakistan) In the 2000/02 period, 
24% of the consumption was imported. In absolute 
terms, imports are more or less at the same level: 
from 1.045 MT in 2000-02 to 981 MT in 2009-01, 
with an increase in the middle of the fi rst decade 
of the century (1.274 MT over the 2003-05 period).

Tanzania hardly meets its own rice demand and 
therefore imports large quantities, mostly from 
South-East Asia. But, at the same time, most neigh-
bouring countries have rice defi ciencies, which 
make the regional block a highly attractive mar-
ket for Tanzanian rice. Thus, part of the Tanzanian 
production is exported into the other countries of 
the region, particularly into KenyaUganda, Burundi 
and Rwanda. It should be noted that the demand 
from urban medium-high consumers is increasing 
for quality and branded aromatic rice, which is pri-
marily produced in Tanzania118.

As rice production in Tanzania has been on the rise, 
domestic rice has a growing market share in the 
domestic Tanzanian market (85% in 2000, 89% 
over the period 2005-2007)119.

116. MAFAP-SPAAA, 2012-1.
117. Average of the three consecutive years. UN-Comtrade data.
118. MAFAP-SPAAA, 2012-1.
119. MAFAP-SPAAA, 2012-1.
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The main intra-regional trade fl ows are the follow-
ing (2006-11 average)120:

 exports from Tanzania (western areas) into Rwan-
da (56.761 tons);

 exports from Tanzania into Uganda (northern 
and western areas) (44.876 tons);

 exports from Tanzania (northern areas) into Ken-
ya (30.986 tons);

 exports from Uganda to Rwanda (41.943 tons).

Rice is the largest commodity traded between 
Tanzania and Kenya. It should be also mentioned 
the existence of exports into neighbouring coun-
tries out of the EAC: from western areas of Tanza-
nia to the RDC and from southwest areas to Ma-
lawi and Zambia.

Price differences between countries tend to stim-
ulate intra-regional trade. Due to its trade and ag-
ricultural policies, its structural defi cit and to its 
higher level of development, Kenyan rice prices 
are higher than prices in Tanzania. Tanzanian farm-
ers and traders get relatively better prices com-
pared to the domestic market121. 

Stakeholders, Value Chain

In Tanzania, before liberalization of the sector, rice 
was extensively produced and marketed by NAF-
CO (National Agricultural and Food Corporation) as 
well as National Milling Corporation on the part of 
processing the rice. Recently all these activities 
are privatized including the relevant infrastructures 
like the irrigation schemes, farms, mills and their 
storage facilities.

Rice is mainly produced by small-holder farmers. 
But, larger rice growers account for the bulk of 
sales. Indeed, just 13% of Tanzanian rice farmers 
sold any rice122.

The supply channels are generally long and the pro-
duce changes many hands before reaching the fi nal 
consumer. Traditionally most of the small farmers 
sell part of their rice production to local agent of 
millers or traders. The high number of stakehold-
ers is linked to the fact that there are lots of long 
term relations of trust and dependence between 
seller and buyer. However, some of the better or-
ganized and more dynamic smaller Tanzanian farm-
ers (representing less than 20%), producing rice 
on less than 10 acres of irrigated land with their 

120. UN-Comtrade data.
121. GTZ, 2010.
122. MAFAP-SPAAA, 2012-1.

higher yields and nearer to regional centers have 
established direct links with regional buyers. A few 
more structured supply chains are emerging and 
there is increasing interest from large (foreign) in-
vestors. Some bigger farmers on irrigated land link 
directly to national large millers and buyers. Part 
of the latter are linked or integrated to larger trad-
ing companies which are dealers in several crops 
(rice, maize, cotton, etc.) and also import rice. They 
will arbitrage between the price of local rice and 
the price of imported rice, thus looking at the op-
portunity cost of their investments123. 

Due to the high rice demand in Kenya, Kenyan trad-
ers are present in the other countries of the region. 
They are seen as “aggressive buyers”, which pro-
vides an indication of the fact that Kenyan prices 
are led by Kenyan market. Actually, traders gener-
ally offer higher prices for rice exported to Kenya. 
Kenyan traders frequently are cooperating with lo-
cal agents or traders.

Price Determination, Market Regulation

The EAC policy and specifi cally the external tariff-struc-
ture adopted by the Community allow to maintain 
the competitiveness of regional rice with imported 
rice and to provide an intra-regional price well above 
world price. Under the EAC tariff structure, the tariff 
rates are set at 0%, 10%, and 25%, except those 
commodities deemed “sensitive”. The EAC declared 
rice to be a sensitive commodity and implemented 
a 75% tariff on rice imported from outside the Com-
munity. This tariff benefi ts Tanzanian rice farmers in 
two ways. First, it creates increased demand for lo-
cal rice among Tanzanian consumers by reducing rice 
imports. Second, it expands the market for Tanza-
nian rice in Kenya, since the rice production capac-
ity of Kenya is much smaller than that in Tanzania. 
Without the current tariff in rice imports, both do-
mestic and export prices would fall substantially124. 

In January 2010,Thai A1 Super rice (a low-quality 
rice) could be imported at a CIF price of USD 0.45 
per kg, as compared with domestic price selling 
in Dar at USD 0.75 per kg for low grade and USD 
0.97 per kg for best quality rice. In a price-sensi-
tive market, local rice would lose out to the import-
ed product were it not for the 75 percent duty im-
posed on rice imported into Tanzania. This raises 
the price of Thai A1 Super to USD 0.76 per kg and 
allows the local products to compete125.

123. MAFAP-SPAAA, 2012- 1.
124. MAFAP-SPAAA, 2012- 1.
125. MAFAP-SPAAA, 2012- 1.



 

39

Part III. Analysis of Rice and Dairy Products Case Studies

Similarly, in September 2012, most of the rice sold 
in Dar es Salaam, whether in the markets, in shops 
or in supermarkets, was from Tanzania and, in the 
few places where imported rice was available, it 
was competitive with imported rice from India or 
Pakistan. Tanzanian rice was sold at USD 1.16 to 
1.61 per kg126, while imported rice was sold at USD 
2.06 to 2.51per kg127.

It should be noted that some rice is imported from 
outside the region with lower tariffs:

 on the one hand, a bilateral trade agreement be-
tween Kenya and Pakistan states a preferential 
tariff (25%) for a quota of rice imports from Pa-
kistan (at the same time, it states a preferential 
tariff for Pakistan imports of Kenyan tea). This 
agreement, previous to the establishment of 
the EAC Common External Tariff, has been rec-
ognized by the countries of the region128. Due to 
the structural defi cit of Kenya, the impact on mar-
ket prices of this preferential agreement is rela-
tively limited. Imported rice results to be cheap-
er than regional rice and tends to be bought by 
the poorest consumers. Tanzanian rice, which is 
appreciated for its particular aromatic and taste 
qualities, is sold at a higher price;

 on the other hand, EAC regional agreement states 
that each country is allowed to apply a reduced 
tariff to rice and other staple food imports (gen-
erally from 0% to 25%) for a determined vol-
ume in case of emergency and threaten for its 
food security and after a regional agreement. 
Practically, tax exemptions are always accepted. 
Kenya and Tanzania sometimes resort to such 
a decision. These measures tend to limit price 
rising in shortage periods. In this case too, im-
ported rice, which is cheaper, tends to be con-
sumed by the poorest consumers. When such 
rice is available in Dar es Salaam, its price is 
around 1.00 USD per kg129.

Various stakeholders told us the existence of smug-
gling of imported rice from outside of the region, 
in order not to pay the CET. Rice is unloaded from 
ships that are at rest near the coast, and trans-
ported to packaging units where it is packed as 
Tanzanian rice.

126. 1.800 – 2.500 TSH per kg. At the same time, according to the 
Kenyan Embassy, prices at consumer level were from USD 1.35 
to 1.50 per kg in Kenya.
127. 3.200-3.900 TSH per Kg. Prices collected at the retail level.
128. This bilateral agreement, opposite to the WTO’s Most Favoured 
Nation Rule, has been criticized by other countries, including India.
129. From 1.500 to 1.600 TSH per kg.

The seasonality of rice prices is lower than that of 
maize prices, which is presumably related to the 
fact that rice storage involves smaller losses than 
maize storage. In Tanzania, the highest-to-lowest 
monthly ratio price varies between 1.23 in Dar es 
Salaam and 1.33 in Mtwara130. However, according 
to other source of information, rice price season-
ality at farm gate level in Tanzania is actually much 
higher: from USD 0.45 per kg in the high season 
(July-August) to USD 0.96 per kg in the low sea-
son (February-April). In September 2012, the pric-
es had just dropped from USD 0.84/0.90 per kg 
to USD 0.58 per kg131. This high price seasonality 
reveals the lack of storage infrastructures at farm 
and local levels. After a bumper harvest, prices 
quickly fall. Farmers associations generally are not 
able to market themselves and thus the farmers 
sell directly to traders.

Regularly, the Ministry of Agriculture, Food Secu-
rity and Cooperatives estimates a ratio between 
grains supply and demand for each one of the twen-
ty-one region of the country and for Tanzania as 
a whole. When the ratio for Tanzania is less than 
120%, bans are decided. The Ministry only con-
siders that there is a surplus beyond 120% due to 
the expected waste and losses. Between 100% 
and 120%, it is estimated that the country is self-
suffi cient. Below 100% the country is considered 
as in defi cit.

Main Challenges and Limitations
to Intra-Regional Trade

The various challenges and limitations described 
above apply to rice sector. In this part we present 
a more detailed analysis of these challenges and 
limitations for this sector.

>  Export bans

Tanzania bans policy appears to be a major limi-
tation to intra-regional trade, although part of the 
trade is still conducted in an illegal way during ban-
ning periods.

In 2011, as rice production had increased in Tanza-
nia, many Kenyan traders came and bought direct-
ly to Tanzanian farmers at favourable prices (up to 
1.300/kg, ie 0.84 USD/kg). When new bans where 
implemented, Kenyan traders contacted Tanza-
nian traders, who were declaring they were buy-
ing for the Tanzanian market, whereas in fact the 

130. MAFAP-SPAAA, 2012-1.
131. 1 USD = 1.555 TSH (September 2012).
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products were exported illegally. The existence of 
bans was a pretext for paying lower prices to the 
farmers. Consequently, bans affected production 
zones without allowing transfer to defi cit areas. 

>  Recognition of Certifi cates
and Standards

It should be noted that there are already regional 
standards for rice. Kenyan applies specifi c stand-
ards for imported rice from Pakistan.

>  Limitations at Production Level

Many farmers use traditional technology, in particu-
lar broadcasting, with poor yields. Rice transplant-
ing, mechanization of farming and using improved 
seeds, fertilizers and irrigation, which are more la-
bour and capital intensive technologies and allow 
for better yields, are not always used.

Lack of access to credit, which frequently result 
from the lack of guarantees, and to infrastructures 
(for irrigation), as well as low use of animal draught 
in some regions, constitute the main limitations 
for increasing yields.

>  Lack and Low Quality of Storage
and Processing Infrastructures

As mentioned above, storage is one of the major 
challenges for small holder farmers.

Although this problem is less signifi cant than for 
maize, moisture and mould sometimes lower the 
quality of rice and thus the price paid to the farm-
ers. In addition, most rice in Tanzania is milled us-
ing cheaper, pounding machines and a signifi cant 
part of the product results to be broken132.

As rice is often exported in bags without packag-
ing, traders tends to pay the farmers at a lower 
price (the price of low quality rice) as they have no 
security about the quality. In some cases, farmers 
groups have bought machines for packaging, which 
allows them to sell their products at a better price.

>  Lack of Regulation of and
Information About the Markets

Management of food aid is not always the most 
appropriate. For example, in Tanzania, US food aid 
programs tends to distribute imported products to 
pupils instead of buying to local farmers.

132. MAFAP-SPAAA, 2012-1.

Conclusions

The East African Community as a whole is a net 
importer of rice. Demand is expected to increase 
in the coming years due to the population growth 
and an improved standard of living.

The coexistence of structural surplus areas and 
structural defi cient areas (in particular urban are-
as and Kenya as a whole), as well as potential for 
increasing production levels, justify the develop-
ment of intra-regional trade. 

In fact, rice intra-regional fl ows are signifi cant, and 
largely led by the Kenyan demand. The current Cus-
tom Union (which applies a high CET for rice) and 
Common market are valuable assets for increas-
ing even more intra-regional trade.

However, it is possible to identify some limitations 
for developing rice intra-regional trade:

 Export bans implemented by Tanzania in order to 
prioritize the immediate supply of her population 
at a reasonable cost. The President of Tanzania 
recently committed not to resort such measures 
anymore. The issue is thus: what mechanisms 
of market regulation will these measures be re-
placed by? In case of price rising, will the gov-
ernment increase the volumes allowed to be 
imported at low price from the global market 
through exemption of TEC, with the risk to pe-
nalize the farmers? Improved storage capacity 
at different levels could contribute to face short-
age situations while contributing to better price 
for producers [see below].

 Diffi culties of transporting production from some 
surplus areas to defi cit ones (lack of information 
on markets, transport infrastructure limitations). 
These diffi culties are a limitation for trade, not 
only between neighbouring countries, but also 
inside Tanzania. In the short term, they reduce 
the ability to cope with defi cits in other regions. 
In the medium term, they impact negatively the 
price paid to the farmers and thus disincentive 
them to produce for the market.

 The limitations at production level. Besides is-
sues related to technological development and 
access to productive resources, a key issue is 
the one of the price paid to farmers. The current 
existence of a regional market protection cer-
tainly improves it even when distribution costs 
are high (including the costs caused by non tar-
iff barriers) and when the balance of power is 
negative for farmers. However, farmers current-
ly receive sometimes less than of 50% of the 
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FIGURE 11: MARKETING CHANNELS FOR SMALLHOLDER MILK

The chart below for marketed milk in Kenya shows that an estimated 86% of smallholder milk reach-
es the fi nal consumer as a raw product traded through various kinds of small-scale networks. Raw 
milk is nearly always boiled at home and may also be heat treated or lightly processed by the fi -
nal vendor to add value and kill disease-causing bacteria. Although conditions vary from country 
to country, this overall pattern is typical of diary trade throughout the EAC region. In Uganda and 
Rwanda, small scale traders account for an estimated 95% of total milk marketing. 

Source: H.G. Muriuki, et. al., 2007 (traded milk only, excluding milk fed to calves and/or consumed by the farm family).

consumer price.133 Farmers’ organization for mar-
keting and negotiating prices, access to compet-
itive markets (in particular through information 
on markets and wholesale markets), improve-
ment of milling infrastructure and development 
of packaging units at local level are key issues.
Similarly, development of storage capacities at 
local level could allow producers not to suffer 
price seasonality and volatility consequences as 
they currently do, and therefore incentive them 
to produce more for the market.

133. In September 2012, the price at consumer level was from TSH 
1.800 to TSH 2.500 per kg in Dar es Salaam, and the farm gate pric-
es from TSH 900 to TSH 1.400 per kg.

MILK AND DAIRY PRODUCTS 
CASE STUDY

Production, Consumption, Trade

>  Consumption

Milk and dairy products consumption has dramati-
cally increased in the last years (+ 81% from 2000-
02 to 2009-11134), in particular in Kenya, Uganda and 

134. UN-Comtrade data.

Source: Jensen Michael and Keyser John
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Rwanda where the governments have implement-
ed strong policies aimed at developing the sector 
and at promoting consumption in the framework 
of a regional milk program.

Several types of dairy products are consumed in 
the region: 

 Raw milk. Most of the milk consumed in the re-
gion is raw milk, that is traded in areas not too far 
from the production areas and that is generally 
boiled before consumption. Consumer demand 
is highly skewed towards low price raw milk that 
is generally boiled before consumption135.

 Fresh processed milk. This milk is pasteurized 
and refrigerated in small or medium process-
ing units. It is transported in refrigerated cami-
ons, which is relatively costly. Consequently, it 
is generally sold in urban centers of the coun-
try where it is produced, or in neighbouring ar-
eas of two countries. In Tanzania, the supply is 
not enough to meet the demand in the dry sea-
son and there are frequent shortages at retail 
level. In the high season, the supply is higher 
than the demand and processing units have to 
transform part of the milk into cheese.

 UHT long-life milk. Greater processing units are 
required for the production and the processing 
costs are higher. This milk can be regionally trad-
ed without refrigeration. UHT milk is mostly con-
sumed by middle and upper class people. Part of 
the milk is produced in the region (Kenya, Ugan-
da and in a less extent in Tanzania) and another 
part is imported from outside the region.

135. Jensen Michael and Keyser John.

 Powder milk. Even greater processing units are 
required. The countries of the region import pow-
der milk from Europe (Holland, Ireland, Swiss) 
and Oman. Part of the powder milk is bought 
by specifi c entities (offi ces, etc.) that prefer this 
kind of product as it is easier to use and storage. 
Even so, there is a certain level of substituta-
bility with regional processed milk. Upper and 
middle class people also use to consume milk 
powder, with probably a certain level of substi-
tutability. We can also consider there is a po-
tential substitutability for consumption of lower 
class people, although they currently consume 
very few powder milk which is more expensive 
than raw milk.

 Curdled milk, consumed locally and made from 
raw milk.

 High value products (cream, butter, cheese, yo-
ghurt, ice-cream), mainly consumed by middle 
and upper class.

>  Production

Dairy production and marketing are a signifi cant 
part of the agriculture economy in East Africa. 
Like consumption, production has drastically in-
creased over the last decade (+81% from 2000-02 
to 2009-11136) . More than half of the production 
is directly consumed by the farming households 
(70% in Tanzania), supplying thus a nutritious food. 
Less than half of the production is available for 
sale. Dairy provides small farmers a regular cash 
income throughout the region, supplies nutritious 

136. FAO Statistics.

TABLE 5: MILK PRODUCTION (TOTAL AND PER CAPITA) IN THE EAC REGION

 Production Population Annual production
 Full milk (eq) (million) per capita
 (million t)  (kg p. year p. cap)
 2010 2010-12

Burundi 0,03 8,6 3,0

Kenya 3,97 41,6 95,4

Rwanda 0,18 10,9 16,9

Tanzania 1,65 46,2 35,7

Uganda 1,19 34,5 34,5

EAC 7,02 141,8 49,5

Source: FAO
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and affordable food to the local populations and 
present abilities for expansion into growing do-
mestic and regional export markets137. 

Kenya, Tanzania and Uganda are by far the largest 
dairy producing nations in East Africa and account 
for 57%, 24% and 17% of EAC’s total milk supply 
respectively. Kenya and Uganda have the capacity 
to manufacture a wide range of processed prod-
ucts including pasteurized milk and various kinds 
of higher-value products that are amenable to ex-
port including UHT long-life milk. Production per 
capita is much higher in Kenya than in the other 
countries of the region138. 

Tanzania is a large dairy nation measured by total 
output, but in this case more than 95% of cows 
are traditional Zebu animals that are highly dis-
persed and yield very little surplus for commer-
cial processing and trade. Dairy fi rms in Tanzania 
therefore only handle about 60.000 to 80.000 lit-
ers per day including milk made from imported 
milk made from imported milk powder. Most of 
this production is absorbed locally and Tanzania is 
a minor dairy exporter139.

Rwanda has a low level of output, but the dairy 
sector is undergoing great change due to an ongo-
ing Government program aimed at providing each 
poor household an improved dairy animal. Dairy 
production has dramatically grown (“one family-
one cow” program) and a new production line is 
now set to come into operation that will increase 
formal sector capacity140. This policy has actually 
been implemented in the framework of a region-
al milk program which has been also implement-
ed in Kenya and Uganda. In these three countries, 
production has signifi cantly grown. This program 
will proximately been implemented in Tanzania too.

>  Intra-Regional Trade

Dairying in all fi ve countries is a domestically fo-
cused activity. Less than 1% of the EAC region’s 
milk output is exported.141 Regarding intra-region-
al trade, it should be noted that raw milk is not a 
tradable product due to tropical temperatures and 
the lack of cooling infrastructure. Its nature is highly 
perishable and thus it easily carries disease-caus-
ing bacteria. Rwanda and Uganda prohibit the im-
portation of raw-milk. Kenya maintains a similar 

137. Jensen Michael and Keyser John.
138. Jensen Michael and Keyser John.
139. Jensen Michael and Keyser John.
140. Jensen Michael and Keyser John.
141. Jensen Michael and Keyser John.

policy, but was recently found allowing a Kenyan-
owned processor to take unprocessed milk col-
lected around Arusha to Kenya for processing and 
packaging near Nairobi.142

Intra-regional trade primarily takes place in milk 
powder, UHT milk and luxury products such as 
cheese and yoghurt For the period from 1997 to 
2008, dry milk powder and long-life liquid milk (in-
cluding various types of fl avoured milk) and cream 
have been the main exported dairy products. These 
products (excepted cream) do not require refrig-
eration and are best suited to international trade 
since they are relatively easy to transport by road. 
Fresh yoghurts and fermented milk (i.e. curdled milk 
or mala as it is known in Kenya) have been anoth-
er important category but must travel by refriger-
ated truck or air so are more expensive and risky 
to ship. Likewise, cheese, butter, dairy fats, and 
dairy ices must be refrigerated and are inherent-
ly vulnerable to any kind of delay during transit143. 

All the countries are normally in defi cit situation 
(with similar seasonal variations) and the trade in 
luxury goods is restricted by the limited size of 
the middle income class, expatriate societies and 
the tourism industry. Dairy trade, however, grew 
strongly during the decade prior to 2008, as Kenya, 
which was a net importer of milk and dairy prod-
ucts, became a net exporter. However, milk and 
dairy products trade with other regions remain 
marginal in relation with regional production and 
consumption (0.1%).

Kenya is by far the strongest dairy producer and 
exported (86% of the total of exports, followed by 
Uganda, 9%, Tanzania (4%), Rwanda (1%) and Bu-
rundi (0.3%)144. Until recently, the EAC has been 
a fi rm net dairy importer. Thanks to the growth of 
production (in particular in Kenya and Uganda), the 
EAC has become a net exporter. More than half of 
the Kenyan exports are imported into other EAC 
countries (mainly Uganda and Tanzania). Uganda, 
the second exporter in the region, exports main-
ly into Kenya.145 

Regarding intra-regional trade, the main fl ows are 
the following (average 2006-11)146:

 exports from Kenya to Tanzania: 28.978 tons;
 exports from Uganda to Kenya: 20.869 tons;
 exports from Kenya to Uganda: 11.436 tons.

142. Jensen Michael and Keyser John.
143. Jensen Michael and Keyser John.
144. Jensen Michael and Keyser John.
145. Jensen Michael and Keyser John.
146. UN Comtrade data.
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The region imports powder milk from Europe, New 
Zealand and Oman, as well as UHT Milk from South 
Africa and Zimbabwe.

Milk exports to outside the region are negligible. 
However, Brookside Company has invested in a 
huge powder milk processing unit, in order to sell in 
the domestic market and to export, including to out-
side of the region in defi cit countries such as Egypt. 
Brookside intends to buy milk not only in Kenya, 
but also in Tanzania in order to supply this factory.

Stakeholders, Value Chain

Most of the milk is produced by small-scale farm-
ers, with a few number of large-scale milk farms. 

Like other countries in the region, both Kenya and 
Uganda have large and vibrant small-scale trading 
sectors in which various kind of milk vendors, milk 
shop owners, and mini-processors link small farm-
ers with city and town buyers. These markets gen-
erally have lower quality requirements than formal 
processors require and account for 80-95% of total 
milk marketing in Kenya and as much as 95% of 
milk marketing in Uganda. Domestic trade is main-
ly informal and maybe only 10-20% of milk going 
through formal market chains147 (2% in Tanzania). 

Small, medium and large units are processing part 
of the milk, generally buying directly to groups of 
farmers, and establishing contracts with them. 
Processing companies may have their own collect-
ing centers (they also can be property of produc-
ers organizations), with cooling tanks, from where 
they transport the milk to the processing unit. The 
main company is a Kenyan company, Brookside, 
that operates in all the region and that has also in-
vested in a milk factory in Kenya to export powder 
milk out of the region.

Most of the milk is distributed by traders to con-
sumers, small shops and to a lesser extent in small 
supermarkets. Supermarket and hypermarket sales 
have increased signifi cantly in Kenyan urban centers 
where many people have left the small shops and 
kiosks for supermarkets. Supermarket and hyper-
market chains are generally owned by Kenyan and 
foreigners investors. In the other countries, there 
are few supermarkets and hypermarkets and the 
customers are mostly from the middle and upper 
class. However, such as in Kenya, supermarket and 
hypermarket chains have a clear long-term strategy 
of opening new outlets and increasing the number 
of customers, focusing on low and middle classes.

147. Jensen Michael and Keyser John.

Multinational companies and large merchants are 
importing from outside the region UHT milk and 
dairy luxury products.

Price Determination, Market Regulation

The EAC policy and specifi cally the external tariff-
structure adopted by the Community allow to main-
tain the competitiveness of regional milk with im-
ported milk and to provide an intra-regional price 
well above world price. Under the EAC tariff struc-
ture, the tariff rates are set at 0%, 10%, and 25%, 
except those commodities deemed “sensitive”. The 
EAC declared milk and dairy products to be sen-
sitive commodities and implemented a 60% tariff 
(or 75% according to TAMPA) on milk powder im-
ported from outside the Community, as well as a 
60% tariff on yoghurt and a 25% (30-35% accord-
ing to TAMPA) tariff on other milk products.

Milk from South Africa is now also imported into 
Tanzania without tariff.

There is no other public regulation that directly 
infl uences the market price. However there are 
other kind of regulations mainly motivated by the 
need to insure a good sanitary quality of the prod-
uct: dairy industry regulations, raw milk transport 
public regulation, treatment and disposal material 
regulations, milk quality regulations.

In a regional context of production defi cit and ef-
fi cient market protection, it seems that the trad-
ers and processors tend to decide the selling price 
based on the price they have bought the milk, on 
their own costs and on their margin objective. The 
price at which the traders or processors buy the milk 
is generally negotiated with the producers, being 
the latter in a relative favourable balance of power 
in the dry season, it is to say when milk produc-
tion is low and the supply is not enough to meet 
the demand. Conversely, traders or processors 
are in a better position in the high season, that is 
when the production levels are high and the farm-
ers do not sell their milk easily. Generally, proces-
sors try to establish contracts with the farmers in 
order to be sure to guarantee their supply all over 
the year, all the more that traders who sell direct-
ly to consumers or retail points generally offer a 
better price to the farmers.

Milk market is segmented and the prices at con-
sumer level depend on the type of milk: 

 Raw milk, which is traded par traders who buy it 
to the farmers and sell it directly to consumers 
or to shops, is the cheaper one: from USD 0.6 
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to 0.8 per liter148. Generally, the milk is not re-
frigerated and it is sold some hours after milking 
and boiled by the consumers. Traders are com-
monly accused of adding water. Anyway, there 
are no processing costs and the transportation 
cost is relatively low, depending on the distance 
between production and consumption places. 

 Fresh processed milk. This milk is pasteurized 
and refrigerated in small or medium processing 
units. It is often transported to the processing 
units in refrigerated camions. Refrigerated vehi-
cles are also required for the transportation from 
the processing units to the retail points. Trans-
portation and processing are relatively costly. 
Consequently, the milk is generally sold in the 
same country, or in neighbouring areas of two 
countries. Due to the processing costs, the price 
at consumer level is higher than raw milk ones: 
approximately USD 1.3 per liter in local shops, 
and from USD 1.2 to 1.9 per liter in supermar-
kets149. It should be noted that supermarkets 
may calculate as well low as high margins, de-
pending on the specifi c marketing strategy (de-
pending on whether it is a produit d’appel or the 
company wants to take advantage of the rela-
tive scarcity of the product), which explain high 
differences between prices.

 UHT milk. Greater processing units are required 
for the production and the processing costs are 

148. From TSH 1.000 to 1.200 per liter. Numbers in USD rounded.
149. Prices per liter at consumer level in Dar en Salaam, September 
2012. Sold in 500 ml sachets. Exchange rate: 1 USD = 1.555 TSH.

higher. This milk can be regionally traded with-
out refrigeration. Kenya and Uganda are pro-
ducing UHT milk, unlike Tanzania. In Tanzanian 
market, UHT milk from the region is sold at a 
higher price than Tanzanian domestic fresh proc-
essed milk (USD 1.8/1.9 per liter instead of USD 
1.3 per liter). In the supermarkets, there are a 
high variety of prices both for regional import-
ed UHT milk and for domestic fresh processed 
milk (respectively from USD 1.3 to 2.1 per lit-
er and from USD 1.2 to 1.9 per liter). There are 
with signifi cant differences from one brand to 
the other. South Africa UHT is also available in 
supermarkets. Sold from USD 1.6 to 2.1 per 
liter, it is sometimes competitive with some
intra-regional UHT milk brands. 

 Powder milk. Even greater processing units 
are required. The countries of the region import 
powder milk boxes from Europe (Holland, Ire-
land, Swiss) and Oman. Thanks to EAC external 
tariff, powder milk is generally sold at a similar 
or higher price (from USD 1.8 to 2.6 per liter of 
reconstituted milk). However, imported Swiss 
milk packed in Tanzania (Cowbell) and imported 
milk boxes from Oman (Al Mubish) are sold at 
a more competitive price (from USD 1.6 to 1.8 
per liter of reconstituted milk). Due to its low 
price, many stakeholders consider that some 
powder milk (from Europe and Oman) is smug-
gled, that is to say imported without paying the 
EAC tariff.

Farm gate prices depends on the kind of value chain 
and on the season, as presented in Table 6 below.

TABLE 6:

 High season Dry season

Price paid by traders
(in order to sell directly to USD 0.35-0.4 per liter USD 0.4-0.45 per liter
consumers and retail points)

Price paid by processing units USD 0.25-0.35 per liter USD 0.3-0.4 per liter

Compared with other countries, the ratio between 
the price of processed milk at consumer level and 
the price of milk at farm gate level is much higher (in 
average from 4 to 6 times more expensive at con-
sumer level, instead of from 2 to 3 times in Europe), 
which reveals the high costs of transportation, inter-
mediation and processing. Due to the existence of a 

high protection, consumers have to pay a high price 
for processed milk. But this protection has allowed a 
development of processing activities in the region and 
a remuneration of farmers at a level similar or even 
higher than in other regions of the world. It should 
be noted that farm gate prices are (but slightly high-
er) in Kenya (from USD 0.4 to 0.5 per liter).



 

 46

Intra-regional Trade Limitations for Agricultural Commodities in the East African Community

Main Challenges and Limitations
to Intra-Regional Trade

Various challenges and limitations described above 
(2.4.) apply to milk and dairy products sector. How-
ever, most of the limitations to the development 
of the sector in the region (production, process-
ing, transport, trade, consumption) are not strictly 
speaking “trade limitations”. Indeed, most of the 
limitations are at production and processing level. 

Moreover, in the future, solving these limitations 
could increase more domestic trade than intra-
regional trade. Milk production has dramatically in-
creased over the past years in Kenya, Rwanda and 
Uganda, mainly for domestic market, but also for 
regional market. Kenya has become a net export-
er. Future increase of production in these countries 
would increase intra-regional exports, in particular 
into Tanzania, but also, in the case of Kenya, ex-
ports to the global market. But, Tanzania has also 
a great potential for increasing its production and 
it’s more pertinent for her to take advantage of this 
potential and to develop her own production in or-
der to increase domestic trade and to supply her 
population while decreasing imports. 

We present below a more detailed list of some chal-
lenges and limitations in the milk and dairy sector.

>  Export Bans and Non-Tariff Barriers

Before 2009, the Brookside company was export-
ing raw milk from Tanzania to Kenya in order to be 
processed and freely re-exported to Tanzania (in this 
time Tanzania still charged custom tariffs to imports 
from Kenya). Tanzanian authorities decides to ban 
such exports, in order to promoting the process-
ing in Tanzania. They also argued that actually im-
ported volumes of processed milk were higher 
than raw milk exports. These fl ows were stopped.

Currently there are some complementarity between 
processing units in Tanzania and Kenya: Tanzanian 
units buy Kenyan milk in the dry season and sell 
milk when there are not able to process all the milk 
in the high season. However, these fl ows are very 
diffi cult for the delays required to allow exports and 
imports (from three weeks to two months), while 
this kind of decision should be taken very quickly 
when milk supply is suddenly raising or decreas-
ing. Many documentation is needed to export from 
Kenya to Tanzania: four documents by Kenyan au-
thorities (Kenyan Dairy Board, veterinary servic-
es, Ministry of Health, Kenyan Revenue Authority) 
and four other documents by Tanzanian authorities 

(TFDI, veterinary services, certifi cate about atom-
ic residues, Tanzanian Dairy Board). Permit to im-
port milk into Kenya seems to be sometimes dif-
fi cult to get from the Kenyan authorities.

>  Standards

EAC dairy standards-have recently been upgrade 
very ambitiously and harmonized with internation-
al standards. This has taken place without a clear-
ly defi ned demand from the private sector and 
without reference to a public health rationale. This 
process has been donor and public-agency-driv-
en. Although upgraded standards are necessary 
to improve food safety, these standards may be a 
source of trade confl icts in the future150.

>  Limitations at Production Level

Whereas the livestock is large, Tanzania is a small 
milk producer in relation with the other EAC coun-
tries, in terms of quantity and quality. The milk yield 
is low (from one to two liters per cow per day).70% 
of milk production is produced by local breed (Zebu) 
and 30% by improved breeds. 

At production level, in addition to livestock genet-
ic features, feeding is the main constraint, in par-
ticular in the dry season. Milk seasonality of pro-
duction is high, due to the defi cit of nutritious feed 
and water. Livestock sometimes pasture freely in 
the land and fodder systems generally do not al-
low for enough food in the dry season.

Livestock is also frequently affected by diseases.

Due to theses limitations, dairy production per cow 
is low and calving intervals very long.

In some areas, the lack of access to market (ab-
sence of passable roads) is another limitation gen-
erating wastages in the high season. This doesn’t 
incentive the farmers to increase the production.

>  Limitations at Processing Level

In Tanzania, most of processors are small (from 
300 to 1.000 liters per day), with 5 medium and 
big processors (from 30 to 40.000 liters per day). 

Due to seasonal fl uctuations of production (up to 
40%) infrastructures are generally underutilized in 
the dry season, which tend to raise processing unit 
costs. In average, 27% of Tanzanian processing ca-
pacities are underutilized. The situation is aggravat-
ed by the fact that farmers prefer to sell to hawk-

150. Jensen M. and Keyser J.
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ers and traders who offer better prices. In the dry 
season, the farmer see the hawker as a key stake-
holder. In the high season, he tries to sell the sur-
plus to the processors. That is why processors try 
to establish contracts with farmers, generally for 
all the production, whatever the season, in order 
to encourage the farmers to establish contracts. 
Depending on the processing company, the price 
paid to the farmers may be or not the same all 
over the year. However, it seems that, in the dry 
season, contracts are sometimes not fulfi lled by 
the farmers. Owning processing units by coopera-
tives (which is the case for example of Tanga Fresh 
Limited, the second processing society in Tanza-
nia) allows for a better commitment of the farmers.

In the high season, processing units have frequent-
ly no capacity to process all the milk and surpluses 
are sometimes thrown away. When the process-
ing unit has the capacity to process all the milk it 
is sometimes not able to sell all the production. 
That’s why Tanga Fresh transform part of the pro-
duction in , the processing unit buy all the milk and 
uses the surplus to produce cheese, which is re-
frigerated and sold all over the year. In this case, 
cheese production is not adding value to the prod-
uct, as the valorization of each liter of milk is lower.

Apart from the limitations at production level, there 
is a lack of collecting centers in some areas. Then, 
even when there is an excess of milk, it may be 
diffi cult to collect it.

Processing units have also to pay a great deal of 
taxes, as well as sanitary analysis and controls. 
Due to frequent shortages, processing units have 
to use generators or special tanks that allow the 
preservation of milk for hours during an electrici-
ty shortage of several hours.

UHT milk production requires larger processing 
units and costly infrastructures. Obtaining loans 
is not easy for many companies, in particular for 
cooperatives. However such investments require 
securing supply of high volumes. In the current sit-
uation, the value chain is not organized enough to 
give such a security.

Conclusion 

The region has a high potential to increase milk 
production and consumption while reducing milk 
and dairy products imports from outside the re-

gion, although these imports are actually very low. 
The development of milk and dairy value chains 
will not necessarily generates an increase of trade 
between countries, as each country of the region 
have the potential to increase the production for 
its own population. In relation to Kenya, Uganda 
and Rwanda, Tanzanian potential for increasing pro-
duction is not nurtured. Continuing the efforts in 
the fi rst countries and engaging comprehensive 
milk programs in Tanzania, as such as in Burun-
di, are priorities. In the case Tanzania would not 
be able to develop its own processing activities, 
part of the raw milk could be exported into Kenya 
in order to be transformed in the new Brookside 
processing unit.

Regarding non tariff barriers, there are some limita-
tions which are common with other sectors. They 
mainly affect transportation of raw milk which is 
necessary to allow a better complementarity in 
some seasons between processing units of neigh-
bouring countries, such as Kenya and Tanzania. 

In order to increase milk consumption and rural 
incomes and to substitute regional milk imports, 
comprehensive value chains approach is needed, 
including production, services (in particular veter-
inary and genetic improvement services, indus-
try for providing livestock complementary feeding) 
collecting centers processing units, transporta-
tion and promotion of milk consumption (including 
through distribution of milk in the schools, which 
also makes possible improving nutrition for chil-
dren), such as Kenya, Uganda and Rwanda have 
done. These examples show that it is possible to 
develop the sector based on small-scale farmers 
and involving all the stakeholders.

Apart from production, developing processing units 
is a key solution to increase the capacity to supply 
urban centers, to improve sanitary quality of milk 
and, provided they have the capacity to produce 
UHT milk, to compensate production seasonality. 
It is also important to improve the quality of the 
milk that is directly traded by hawkers and trad-
ers, through a better implementation of the leg-
islation and through training farmers and traders. 
Should the authorities short-term effectively pro-
hibit the sales of unboiled milk? Is it realistic in 
the current situation of the countries? This issue 
must be carefully thought through an inclusive de-
bate process. 
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Conclusion and Recommendations

A lmost four out of ten (37%) EAC inhabit-
ants are suffering from food insecurity. Over 
the last decade, food insecurity has been 

worsening (+9 million people undernourished be-
tween 2004-06 and 2010-12). Improving food and 
nutrition situation of the population is a priority for 
the region. In the next years, population growth 
will result in increased food needs

 Incomes rising will probably be accompanied by 
a qualitative change of diet, with increased con-
sumption of rice, animal products and fruits and 
vegetables. The nature of this evolution, its nutri-
tional benefi ts and its impact on food self-suffi cien-
cy will also depend on the nature of the national 
agricultural, food and trade policies in the region, 
as well as the regional policies. 

The region currently produces most of the food 
products consumed by the population, with a cer-
tain level of dependence on certain products vis-
à-vis the global market, especially for rice which 
imports account for 18% of the consumption. The 
region also contributes to food security in neighbor-
ing countries. The potential for developing produc-
tion is high, especially through increased yields of 
animal and crop productions. Some agricultural pol-
icies implemented over the last decade have also 
led to a substantial increases in production (milk in 
Kenya, Uganda and Rwanda; rice in Tanzania, etc.). 
Greater emphasis on this potential would improve 
the food security of the population, making thus 
possible to meet increased needs and contribute 
to the economic and social development, while 
reducing food dependency on certain products.

In order to meet the food needs of the population, 
a better use of production potential of the region is 
required. It also implies the development of trade 
fl ows between areas of surplus and defi cit areas, 
and thus of the intra-regional trade.

The results of the literature review and fi eld studies 
show that the main limitations to the development 
of intra-regional trade are at the production level. 
However, defi ciencies of value chains organization 
and functioning and some limitations to intra-regional 
trade negatively affect market access for farmers as 
well as the price they receive for their products. This 
reduces their short term possibility and interest to 
produce for the market and negatively affects their 
income and thus their ability to invest in increasing 
production. These value chains and trade limitations 
thus indirectly limit the production itself.

Some of the constraints to intra-regional trade are 
not specifi c limitations to cross border trade: they 
also affect trade within each country. These include 
the low development of transport infrastructure, 
storage and processing facilities, balances of pow-
er within value chains that adversely affect farm-
ers and reduce farm-gate prices.

Other limitations are more specifi c to trade between 
countries. Tariff barriers within the EAC have been 
removed. However, various non-tariff barriers re-
main: bans exports, particularly by Tanzanian Gov-
ernment; costs and delays for trading goods from 
one country to another. These limitations also re-
fl ected negatively on the prices paid to farmers. 
More generally, they generate a distribution of the 
added-value that is negative for the productive sec-
tors (agriculture, processing of agricultural prod-
ucts) and consumers.

Thanks to high Common External Tariff levels for 
basic foodstuffs, the East African market is rela-
tively (although not completely) protected. Thus, 
despite value-chains and intra-regional trade limi-
tations above mentioned, farm-gate prices are rel-
atively profi table. This protection, as well as some 
proactive agricultural policies, has made possible a 
signifi cant increase in agricultural production over 
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the recent years. From the point of view of farm-
ers, external protection partially offset intra region-
al limitations (value chains, intra-regional trade).

Enhancing the potential of agricultural production 
in the region and the marketing of this production 
to defi cit areas may result in the development of 
trade between countries in the region (case of rice, 
for example). But it could also strengthen the abil-
ity of each country to meet its own food needs 
without having to resort to imports from the oth-
er EAC countries (case of the milk, for example).

The main recommandations are the following:

  Maintaining effective tariff protection (and some-
times strengthening its effectiveness through rein-
forced controls) for the main agricultural and food 
products. The countries of the region should be able 
to resist the pressures for liberalizing external trade. 
Developed countries (included the European Union 
in the framework of the EPA negotiations) should 
fully recognize their right to food sovereignty.

Agricultural policies aimed at developing agricultural 
production (including enhancing agricultural invest-
ment, irrigation works, agricultural credit, input sup-
ply, research and technical support) and value-chains, 
as well as a better added value distribution for the 
benefi t of farmers and consumers One of the main 
objectives should be to protect farmers against sea-
sonal price fl uctuations. Policies should therefore fo-
cus on developing value-chains as a whole and to 
strengthen the organization, the role and the nego-
tiation power of small-holder farmers. It includes:

- improving physical access to markets, Improved 
road and railway infrastructures are necessary 
to better connect regional markets;

- on-farm and local warehousing facilities;

- processing and packaging agricultural products; 

- market information systems;

- improving cooperation between stakeholders of 
a particular sector and the coordination of their 
activities along different levels of a value chain, 
including through contracts that provide more 
security and facilitate access to credit;

- supporting capacity building of producer organ-
izations;

- banking policies should facilitate the provision 
of fi nancing with favorable conditions for the de-
velopment of agricultural production as well as 
processing and marketing, focusing (instead of 
excluding as is sometimes the case today! ) coop-
erative structures involving farmers themselves. 

  It is important that the States of the region and 
the regional authorities continue their efforts to re-
duce non-tariff barriers to intra-regional trade, to 
reduce costs and delays. Effi ciency of border ad-
ministrative procedures and fi ght against bribery are 
key issues, as well as mutual recognition of quality 
marks, improving licensing system (annual licences, 
electronic or internet-based system) and reviewing 
harmonized EAC standards (dairy sector), adjusting 
to the realities in East Africa, taking account the ex-
perience of other Southern countries151.

  The elimination of export bans is necessary to 
ease intra-regional trade and promote the devel-
opment of production. However, the reasons that 
justify the current policy of restricting exports must 
be fully taken into account. In fact, in the absence 
of emergency and buffer stocks, as well as of ca-
pacities to transfer surpluses from surplus areas 
to defi cit areas (roads, market information, value-
chain organization), the food security of the popu-
lation is potentially threatened in some areas. The 
easier solution for substituting export bans could 
be increasing cheap imports from outside the re-
gion through CET exemptions whenever there is 
a food crises or price rising somewhere in the re-
gion. However, such measures would discourage 
the development of regional production and its 
long-term capacity to deal with such defi cits. With 
the support of international cooperation, the region 
should implement food security policies that in-
clude, in addition to a substantial improvement in 
local small-scale farmers storage capacities, local, 
national or regional buffer and emergency stocks; 
market monitoring and information systems (that 
should involve the stakeholders who are current-
ly taking initiatives in this area) and appropriate 
measures to enable the effective supply defi cit ar-
eas with stock areas surplus.

International cooperation should support such pol-
icies, as well as autonomous initiatives of produc-
er organizations or initiatives that involve various 
chain stakeholders152. 

151. Jensen M. and Keyser J.
152. Agricultural policies should not solely aim at an immediate 
increase of agricultural production at any price. They should take 
into account the overall economic, social and ecological impacts, 
short and long-term. In order to reduce food insecurity, to allow im-
provement of the living conditions of many to meet the challeng-
es of employment and to preserve the ecological potential of the 
region, giving the priority to small-holder farmers and protecting 
them against land-grabbing process are key issues. Private invest-
ments should be oriented to activities that are complementary to 
agricultural production itself (food processing, etc.) while being 
suffi ciently framed to contribute effectively to the general interest.
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September 24, 2012

BENEFITS OF GRAIN EXPORT BANS DEBATED IN TANZANIA

Tanzania is one of many African countries where the availability of key grains like maize, all of 
them mostly rain-fed, can be very unpredictable from season to season, depending on the climate.

 When there is a shortage of these grains for one reason or another, the food security (and there-
fore political) implications are so pressing that governments feel forced to intervene. Govern-
ments that make a lot of noise about the necessity of other countries opening up their markets 
more, suddenly have no qualms about instituting measures like price controls and export bans.

A meeting held in Tanzania to discuss the pros and cons of these periodic grain export bans had a 
number of speakers saying they not only don’t achieve the intended result (securing local supply 
in a time of shortage and keeping prices ‘reasonable’), they cause a number of other problems as 
well, including inviting retaliation from trade partners. In any case, another speaker said, where 
rice dynamics favour farmers or traders exporting rather than selling on the local market, they will 
fi nd a way to get the commodity to the more lucrative market, export ban or not

Prediction: Particularly for maize, for the foreseeable future no amount of research, data or argu-
ing will stop African governments interfering with maize marketing at one level or another, includ-
ing banning exports (or trying to) when there shortages. ALmost all African governments panic 
when there is a maize shortage.

http://www.africanagricultureblog.com/2012/09/benefi ts-of-grain-export-bans-debated.html

Websites

 East African Community (EAC). www.eac.int

 FAO-Hunger, www.fao.org/hunger/hunger-home/en/
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Annex I. The East African Community 
Customs Union153

According to the Protocol for the Establishment 
of the EAC Customs Union, its objectives are: a) 
To further liberalize intra-regional trade in goods 
on the basis of mutually benefi cial trade arrange-
ments among Partner States; b) To promote effi -
ciency in production within the Community; c) To 
enhance domestic, cross-border and foreign invest-
ment in the Community, and; d) To promote eco-
nomic development and diversifi cation in industri-
alization in the Community.

Co-operation will apply to any activity undertaken 
by the Partner States in the fi eld of customs man-
agement, and includes the following: a) Customs 
administration; b) Matters concerning trade liberal-
ization; c) Trade related aspects including the sim-
plifi cation and harmonization of trade documen-
tation, customs regulations and procedures; d) 
Trade remedies; e) National and joint institutional 
arrangements; f) Training facilities and program-
mers on customs and trade; g) Production and ex-
change of customs and trade statistics and infor-
mation; h) The promotion of exports

The Protocol consists of nine parts as follows: Inter-
pretation; Establishment of the East African Com-
munity Customs Union; Customs Administration; 
Trade Liberalization; Trade Related Aspects; Export 
Promotion Schemes; Special Economic Zones; Ex-
emption Regimes; General Provisions.

The Protocol provisions on customs administra-
tion cover the following areas: Communication of 
customs and trade information (including a harmo-
nized system to facilitate the sharing of informa-
tion); Trade facilitation (including the adoption of 
common standards of trade documentation and 
procedures within the community); Simplifi cation, 
standardization and harmonization of trade infor-

153. More information in http://www.eac.int

mation; harmonized Commodity Description and 
Coding System; Prevention, Investigation and Sup-
pression of Customs Offenses (thorough accord-
ing each other mutual assistance, exchange of in-
formation, and consultations on establishment of 
common border posts).

Trade liberalization refers to the removal of obsta-
cles to free trade (elimination of all tariff and non-
tariff internal barriers and CET see above).

Trade Related Aspects refers to a) common rules of 
origin; b) respect of national treatment among the 
EAC countries; c) anti-dumping measures regula-
tions; subsidies (that have to be notifi ed to the oth-
er Partner States and offset by a countervailing duty 
levied on any product of any foreign country import-
ed into the Customs Union); d) safeguard measures 
in case of situations where there is a sudden surge 
of a product imported into a Partner State, under 
conditions which cause or threaten to cause injury 
to domestic producers; e) cooperation in detection 
and investigation of dumping, subsidies and sud-
den surge of imports, and in imposition of agreed; f) 
competition (in order to prohibit any practice, includ-
ing agreements, that adversely affects free trade; g) 
Restriction and prohibitions to trade (due to security 
laws and regulation, control of arms and ammuni-
tion, protection of human life, the environment and 
natural resources, public safety, public health and 
public morality, protection of animals and plants); 
re-exportation of goods (exemption of import and 
export duties); h) establishment of the East African 
Community Committee on Trade Remedies.

Through export promotion schemes, the Partner 
States agreed aim at accelerating their develop-
ment, promoting and facilitating export-orientated 
investments, producing export competitive goods, 
and attracting foreign direct investment. Goods 
benefi ting from export promotion schemes shall 
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be primarily sold for export. In the event that such 
goods are sold in the community, the goods at-
tract the full duties, levies and other charges pro-
vided for in the common external tariff. The sale 
of these goods within the Customs Union is sub-
ject to the authorization by a competent authority, 
and such sales will be limited to 20% of the annu-
al production of the company.

Other export promotion schemes provided for in 
the Protocol include duty drawback scheme; duty 
and VAT remission schemes; manufacturing under 
bond schemes; export processing zones.

Regarding special economic zones, the protocol pro-
vides that Partner states may provide for the estab-
lishment of free ports for the purpose of facilitating 
and promoting international trade and accelerating 

development within the Customs Union. Functions 
of the free ports are provided. The Protocol further 
provides for the establishment of other special eco-
nomic arrangements for purposes of development 
of the economies of the Partner States. 

Partner States have agreed to harmonize their ex-
emption regimes in respect of goods that are ex-
cluded from the payment of import duties. A har-
monized list of exemption regimes was adopted as 
specifi ed in the Customs law of the Community.

Among the general provisions, necessary safe-
guard measures shall be taken in the event of se-
rious injury occurring to the economy of a Partner 
State and partner States shall honor their commit-
ments in respect of multilateral and international 
organizations to which they belong. 
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Annex II. Regional Integration 
Arrangements in Africa

AMU

ECCAS

COMESA
ICAD

EAC

SADC

SACU

IOC

CEMAC

UEMOA

ECOWAS

Algeria
Marocco

Libye
Tunisia

Benin
Burkina Faso
Cote d’Ivoire
Guinea Bissau

Mali
Niger
Senegal
Togo

Mauritania

Cape Verde        Gambia        Ghana

Guinea
Nigeria

Liberia
Sierra Leone

Sao Tome & Principe

Cameroon
Central Africa
Gabon
Equatorial Guinea
Congo
Chad

Burundi
Rwanda

Angola
DRC

Egypt Djibouti
Eritrea
Ethiopia
Sudan

Somalia

Kenya
Uganda

Tanzania

Malawi
Zambia
ZimbabweMozambique

Botswana
Lesotho
South Africa

Namibia
Swaziland

Mauritius
Seychelles

Comoros
Madagascar

LEGEND

CEMAC Communauté Economique et
 Monétaire de l’Afrique Centrale

COMESA Common Market for Eastern and
 Southern Africa

EAC East African Cooperation

ECOWAS Economic Community of West African States

ECCAS Economic Community of Central African
 States

IOC Indian Ocean Commission

SACU Southern African Customs Union

SADC Southern African Development Community

UEMOA Union Economique et Monétaire
 Ouest-Africaine

AMU Arab Maghreb Union

IGAD Intergovernmental Authority on Development Source: IMF Working Paper No. WP/05/143
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Annex III. Names and Institutions 
Contacted in the Field

(a) MAJOR PLAYERS IN THE DAIRY SECTOR IN TANZANIA

Contact person Company / Institution Name Location Tel. No.

Michael Karata Tanga Fresh Ltd Tanga 784227811

Dr. Mayasa A. Simba Tanzania Dairy Board Dar-es-Salaam 0713324337 / 787324337

Degratius Mlay Tanzania Dairy Board  0713314866 / 759349033

Benson Irungu Mwangi Brookeside  0272500542

Devangwa Mmari Tan Dairies Dar-es-Salaam 715918771

Edmundi Mariki Tanzania Milk Processors Dar-es-Salaam 0713806440
 Association (TAMPA)

(b) MAJOR PLAYERS IN THE RICE SECTOR IN TANZANIA

Contact person Company / Institution Name Location Tel. No. 

Mr. L. N. Nyari Mohamed Enterprise (T) Ltd Dar-es-Salaam 0755762244 (Nyari)
   0754600000 (Gulam - 
   Managing Director)

Mr. Graham Kilombero Plantation Limited Dar-es-Salaam 0754580316

Onasimo Ntikha Food Security Unit, MAFC Dar-es-Salaam 0715526729

Odilo Majengo Marketing Directorate, MIT Dar-es-Salaam 0655775079 / 0773775079

Glory F. Mtui The East African Grain Council Dar-es-Salaam +255 784642024 /
 (EAGC)  0714148074

(c) OTHER CROSS-CUTTING PLAYERS

Contact person Company / Institution Name Location Tel. No.

Audax Rukonge Agriculture Non-state Actor’s Forum Mikocheni, 0754275576 / 0787374666
  Dar-es-Salaam

Hon. Gerald Ssendaula East African Business Council  Arusha +255 (27)2543047

Timothy Wesonga EAC Secretarat Arusha 0733915823

Sebastian Sambuo Rural Urban Development Dar-es-Salaam 0756605484
 Initiatives (RUDI) 

Boniface M. Makau Kenya High Commission Dar-es-Salaam 0764066422

Magdalena F. Shirima Tanzania Trade Development  Dar-es-Salaam 0713468542
 Authority (TANTRADE)

 Uchumi Supermarket Dar-es-Salaam
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