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Executive Summary 

 Economic context. Tanzania has experienced high economic growth, averaging between 6-1.

7% per year over the past decade, based on sound macroeconomic policies. The country has a long 

coastline and borders with eight countries, so it could become a regional commercial hub. Tanzania is 

currently ranked 152
nd

 out of 182 countries on the HDI index; its business environment, 134
th
 out of 

185 countries; and government effectiveness 135
th
 out of 212 countries. 

 Poverty, and demography. The share of people living in poverty has declined from 33% in 2.

2007 to 28% in 2012. Rural areas contain about 84% of the poor, or about 12 million people. The 

country will meet targets of three out of the seven Millennium Development Goals (MDGs): reducing 

infant and under-five mortality, combating HIV/AIDs and malaria, and addressing gender inequality. 

Life expectancy at birth is 60 years; the male literacy rate is 75% and female is 60%. Women face 

challenges in working and access to decision-making at all levels. Tanzania's youth almost doubled 

from 4.4 million in 1990 to 8.1 million in 2010, and will swell to 11 million by 2020.  Youth currently 

accounts for almost 30% of the work force, mainly in agriculture. 

 Agriculture, climate and land. The agricultural sector contributes to about one quarter of GDP 3.

and provides employment to three quarters of all Tanzanian workers, while fulfilling 90% of the 

country’s food need. About 80% of production comes from subsistence farmers using the hand hoe for 

rainfed crops. There has been an increase in weather variability since the 1960s, with floods and 

droughts occurring both within and between seasons. Rainfall seems to be decreasing, temperatures 

are increasing and seasons becoming less reliable. Only 11% of the land in the country has been 

surveyed and only 5% is registered. Holding a recognised land title for farm ownership is critical for 

farmers to achieve land tenure security and is also a pre-requisite for undertaking conservation and 

productivity enhancing investments for farming as a business, as well as obtaining financing from the 

banking system. 

 Sugar sub-sector. Sugarcane is the second largest agricultural crop in the country, 4.

contributing almost 4% of annual gross value of agricultural production. The sugar industry is one of 

the largest agro-processing industries in Tanzania and contributes about one third of gross output of 

the food-manufacturing sector and about 5-7% of total manufacturing value added. The sector directly 

accounts for about 13% of agricultural employment in Tanzania, and almost 6% of total national 

employment. In 2012, the sugar industry in Tanzania contributed 1% of national GDP and generates 

2% of total tax revenue. Current per capita sugar consumption is half to one third of its neighbours 

and is expected to grow by 5-7% per year. The country imports about half of its sugar needs, at a cost 

of US$150-200 million per year. The East and Southern Africa region is also a sugar deficit region.    

 The Bagamoyo Sugar project. Agro-EcoEnergy identified the opportunity for direct foreign 5.

investment in sugar production in Tanzania in 2005, and reached broad agreement with the 

Government of Tanzania (GOT) to identify a suitable site for a large-scale production and processing 

investment. The investment has been conceived as a public-private-producer- partnership (4Ps) to 

replace imported sugar, and includes development of about 11 000 ha of irrigated sugarcane (1/3 

outgrowers and 2/3 nucleus estate) and construction of a sugar mill which will produce brown sugar, 

ethanol and electricity for the national grid, all with state-of-the-art modern technology and in 

compliance with environmental standards. The investment package for private sector participation 

amounts to US$542 million led by the AfDB.  

 The Bagamoyo Sugar Infrastructure and Sustainable Community Development 6.

programme (BASIC or “the programme”) will support (i) the outgrower portion of the Bagamoyo 4Ps 

investment by providing an opportunity for smallholder farmers to engage in commercial irrigated and 

rainfed agriculture and take advantage of the market opportunity provided by the private sugar mill 

investor; and (ii) the development of sustainable livelihood diversification and employment 

opportunities for the wider community of farmers, pastoralists and other rural groups in Bagamoyo 
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district residing within 40km radius of the nucleus estate which otherwise would have been by-passed. 

The investment and emphasis on the cultural and material impacts of the programme on the 

surrounding communities and broader population who are not directly participating in the outgrower 

scheme and the focus on participatory processes and external monitoring are expected to generate 

the enabling conditions for the rural communities in Bagamoyo district to respond to the demand 

created by the direct foreign investment and support their economic development while enhancing 

incomes, assets and wealth creation in the district. The investment package of US$138.5 million is 

financed by AfDB, IFAD, GOT, farmers and commercial banks. 

 Programme area and targeting. The programme is geographically targeted to respond to the 7.

social and commercial incentives that are expected to emerge because of the investments for sugar. 

The area is subject both to flooding and drought, and is being impacted by climate change. The 

programme area covers 27 villages, containing 20,173 households (91,448 people), within a radius of 

40 km from the sugar mill. BASIC will cover about 30% of the land area and 30% of the population of 

the district.  

 Programme development objective. The overall goal of the programme is to contribute to 8.

growth of Bagamoyo district by empowering villages to respond to the opportunities generated by the 

sugar investment, thus raising incomes, improving livelihoods and sustainably transforming the rural 

economy, while reducing national dependence on imported sugar. The programme will enable 

participating villages to achieve higher stable yields using a private-sector driven approach, 

underpinned by land tenure security, improved infrastructure and access to modern climate-smart 

production technologies. Using a pro-poor business model, the programme will build the capacity of 

farmers who are now subsistence producers so they become members of modern commercial 

farming companies producing sugar cane, food crops, livestock and providing services. The specific 

outcomes are:  

 The 27 programme villages achieve climate-resilience through village planning, climate-smart 

infrastructure investments, and institutional capacity building, thus enabling residents to 

strengthen their land and resource tenure and ability to prosper from their traditional resource 

base while building climate resilience. 

 Establishment of about 24 profitable outgrower companies in 5 villages producing irrigated 

sugarcane and other crops in line with environmental standards and norms for company 

sustainability, and selling 300,000-400,000 T of green cane to EcoEnergy under transparent 

supply agreements. 

 Establishment of about 22 agribusinesses and 500 small and medium enterprises operating in 

22 villages that use climate-smart techniques to achieve increased stable production of food 

stuffs and livestock products to respond to the increased demand for food, energy and other 

services.  

 Under the core outgrower component, farmers will form companies using village land and will 9.

be assisted through a pro-poor inclusive business model to adopt the same modern crop, irrigation 

(with a focus on efficient water management) and green harvesting technologies, as applied in the 

nucleus estate. Under the component for sustainable community development, the surrounding 

villages will benefit from infrastructure investments such as catchment and homestead rainwater 

harvesting technologies, while receiving support to form agribusiness and small and medium 

enterprises using climate-smart enhanced technologies, such as drought tolerant varieties and 

improved agronomic practices, to increase their productivity and create value added. The programme 

costs by component are summarized below. 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

x 

 
 

 Adapting to climate change. While the specific impact of climate change is difficult to project, 10.

its variability through time adds to the risks for agricultural production in the programme area.  BASIC 

will address these risks by introducing climate-smart technologies all production activities in order to 

increase and stabilize yields.  The financial models for the sugarcane companies and 

agribusinesses show that adopting climate-smart technologies make financial sense. The initial 

investment may be somewhat more expensive for equipment purchase and land preparation, but with 

higher stable yields and reduced costs for weeding and agricultural chemicals, farmers are able to 

earn a more reliable income. In other words in the application of climate-smart technologies for both 

sugar cane and other crops makes long term financial sense. Thus, ASAP priorities have been 

mainstreamed through the entire programme, while ASAP funding is limited to activities for the wider 

community (component 2).    

 Benefiting households.  While the participatory nature of company mobilisation and capacity 11.

building activities makes it difficult to estimate the number of benefiting households, about 11,000 

households (representing about 51,000 people) are expected to directly benefit. They will either 

become shareholders in outgrower companies or agribusiness and SMEs, or will be employed by 

these companies. Other households will benefit from household and village investments to promote 

climate resilience. 

 Increased incomes. The transformative impact of the programme on people’s livelihoods is 12.

clearly brought out by the financial analysis. At full development the increase in income for the  

participating in the smallest companies will be four times more that they are earning now, while for 

those participating in larger companies, it will be ten times greater. With much higher incomes, 

households will be able to cope with the negative impact of climate change.   

 The economic rate of return and sensitivity analysis. The ERR is estimated at 14% and 13.

justifies the investment. The sensitivity analysis has been linked to the risk analysis. The key risk is 

the availability for water for irrigation and rainfall for the agribusiness, and a significant drought year 

could lead to a drop in benefits. The sensitivity analysis shows a drop in the ERR to 6% for a 1 in 10 

year drought with a total wipe out of yields and recovery over two years, and a drop to 9% for a 1 in 5 

year drought, with yields of 50% and recovery the next year. This analysis shows that the programme 

is viable at both financial and economic levels.  

 Other benefits. The programme brings a number of un-quantified benefits, such as land tenure 14.

security and quality of life improvements resulting from the development of village infrastructure, 

including better access to clean water and greater water availability for households, improved 

sanitation and waste disposal at both the village and household levels, and reduced labour burden for 

women and youth. Government will earn substantial tax revenues from the private sector partner and 

outgrower farm companies, and the dividends from its minority shareholding of EcoEnergy.  

 Sustainability. All technologies which will be adopted under the programme focus on 15.

environmental sustainability and increased resilience to changing climate patterns. For sugar cane, 

there will be a no-burn policy when clearing land, and green harvesting will reduce greenhouse gas 

emissions and eventually reduce the quantities of agrochemicals required.   For the environment, the 

private sector will implement 14001 ISO standards and is aiming for BONSUCRO certification for the 

nucleus estate and outgrower companies. The co-generation using a high pressure boiler for 

renewable power for internal energy usage and its export to the national grid is another sustainable 

(US$ Million) % %

Local Foreign Total forex base

A. Sugarcane outgrower development 57.5 21.6 79.1 27 63

B. Climate resilient community development 23.6 7.6 31.2 24 25

C. Programme coordination 12.4 2.4 14.7 16 12

Total BASELINE COSTS 93.4 31.6 125.0 25 100

Physical Contingencies 5.3 2.5 7.8 32 6

Price Contingencies 4.4 1.3 5.7 22 5

Total PROGRAMME COSTS 103.2 35.3 138.5 26 111



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

xi 

technology that will be implemented on the nucleus estate. Better land-use management and climate-

smart agricultural and livestock technologies will promote climate resilience in rainfed areas.  

 The approach of supporting subsistence farmers to organize themselves into registered 16.

agricultural producer companies, with credible business plans linked up with the banking system right 

from the start, aims to establish the long-term commercial relationships which underpin good 

businesses. BASIC partnership with the financial sector will be key to the sustainability and scaling-up 

of the programme's economic benefits in the wider community since it will ensure that businesses can 

grow and advance to commercial scale based on expanded finance from banks well beyond the 

programme’s timeframe. The outreach to the wider community and incremental financing from  IFAD 

Adaptation for Smallholder Agriculture Programme (ASAP) for sustainable livelihood diversification 

and capacity building investments for building climate resilience will also contribute to long-term 

sustainability of overall investments and expand benefits to IFAD target groups in Bagamoyo district. 

 Multi-stakeholder dialogue and accountable independent monitoring. The programme will 17.

support multi-stakeholder dialogue and long-term independent monitoring of environmental and social 

impacts by Stockholm Environment Institute (SEI) with involvement of district and other national and 

local nongovernmental partners interested in improving understanding, monitoring and analysis of 

challenges, opportunities and requirements associated with large-scale land-based investments and 

4Ps in Tanzania. With these initiatives, BASIC will be instrumental to strengthen civil society 

engagement in multi-stakeholder dialogue and independent monitoring of land for equity and 

associated community-based agricultural investments in Tanzania and beyond.  

 Big results now! (BRN) is the coordination mechanism for working across ministries to deliver 18.

results for the objectives already set by the Government’s development policy agenda. One of the 

three ”big ideas” under the BRN for agriculture is delivery of 25 commercial and outgrower 

investments under public-private-producers partnerships. As Bagamoyo will be the model for the next 

24 BRN investments, IFAD has a unique opportunity to support the GOT to design and deliver the first 

pro-poor inclusive 4Ps business model for outgrower development with expanded focus on 

sustainable livelihood diversification and climate resilience of the wider community. The Fund brings 

the many lessons learned from its experience designing and supporting implementation of the Lower 

Usuthu Smallholder Irrigation Project in Swaziland as well as the Vegetable Oil Development Project 

in Uganda. 

 Programme financing. The programme brings together cofinancing the GOT, AfDB, IFAD, 19.

ASAP, farmers and commercial banks: 

 
 

 As noted above, the private sector financing package totals about US$542 million, while the 20.

BASIC programme will bring an additional US$138.5 million.  AfDB will finance the bulk infrastructure 

for the sugarcane outgrower programme, representing 21.7% of total costs.  The IFAD financing share 

is 49.5%, through an IFAD loan and blended grant financing from its ASAP facility, plus separate 

country grants to support implementation readiness, develop long-term external monitoring, and 

improve land governance through multi-stakeholder dialogue and learning. The programme approach 

is private sector driven, so financing from the commercial banking system, representing about 14.4% 

of total costs, will be leveraged. Farmers will initially contribute 3.3% to costs, and when their loans to 

the commercial banking system are fully paid, their share will rise to about 17.7%.   

(US$ Million) % by Financier

Financier Foreign Local Total % Comp 1 Comp 2 Pr. Mgt

 GOT 0.2 15.2 15.4 11.1 11.2 3.3 0.8

 AfDB 11.5 18.6 30.1 21.7 29.8 - 0.2

 IFAD loan 12.7 43.9 56.6 40.9 27.8 16.5 12.4

 IFAD ASAP grant 2.7 7.3 10.0 7.2 - 10.0 -

 IFAD Country grant 1.6 0.4 2.0 1.4 - - 2

 Banks & companies 6.0 13.9 19.9 14.4 16 3.8 -

 Farmers & companies 0.7 3.9 4.6 3.3 3.8 0.8 -

Total 35.3 103.2 138.5 100.0 88.7 34.4 15.4
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 Scaling up. National sugar production will increase by 50% in the country. Bagamoyo district is 21.

expected to see strong rural growth, transforming the rural areas and the livelihoods of its people. The 

Government will have a sustainable operational climate-smart commercial/outgrower/wider 

community inclusive 4Ps model to replicate in Tanzania and elsewhere in Africa. This will contribute to 

the dialogue about large agricultural investments and the application of the African Union’s Principles 

and Guidelines for Large-scale Land-based Investments. BASIC's support for multi-stakeholder 

dialogue and long-term independent environmental and social monitoring will set high standards for 

transparency and accountability to non-state actors for the future 24 BRN schemes to be developed in 

the in the context of the Southern Agriculture Growth Corridor of Tanzania (SAGCOT) initiative.  

 Alignment with GOT policies and sector coordination. The sugar project and the BASIC 22.

programme, as the first BRN 4Ps for the Government and IFAD, will be a model for those others that 

will be developed in the future. The programme will assist the Ministry of Agriculture, Food Security 

and Cooperatives to promote adaptation measures for addressing the effects of climate change as 

laid out in its new policy to promote climate resilient agriculture. At the local level, BASIC investments 

in the wider community will support the implementation of the relevant activities prioritized in the 

Bagamoyo district development plan. Both AfDB and IFAD are major development partners in the 

agriculture sector in Tanzania, together with the World Bank and the EU. The AfDB private sector 

department financing for the EcoEnergy commercial investment has created a unique opportunity for 

development financing for outgrowers and support to the wider community.  The AfDB-IFAD joint 

financing of BASIC will strengthen the partnership between the two institutions and demonstrate their 

commitment to the private-sector driven approach of GOT for scaling up and transforming agriculture 

and making it climate resilient.  
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Logical Framework 

Narrative Summary 
Key Performance Indicators  
(*) denotes ASAP and/or RIMS indicator 

Means of Verification Assumptions (A) / Risks (R) 

Goal:  

Contribute to growth of Bagamoyo district, by 

empowering villages to respond to opportunities 

generated by the sugar investment, thus raising 

income, improving livelihoods and sustainably 

transforming the rural economy. 

0.1 Improved incomes (increase in the HH asset indicator) (*) 
0.2 Improved food security (decrease in the length of the hungry 

season; decrease in child malnutrition levels) (*) 
0.3 Improved ability to cope with shocks (*) as evidenced by  

decline in food assistance to programme area from current 
10% of households 

0.4 National sugar production rises from current 300,000 to 
450,000 t with EcoEnergy production 

- Baseline, midline and endline 
HH surveys 

- Sugar Board of Tanzania (SBT) 

(A) Continuing stable national macro-
economic environment, including 
management of sugar imports & tariffs 
(R) Financial close between GOT and 
EcoEnergy achieved, mill & nucleus 
estate established 

Project Development Objective: 

Enable programme villages to achieve higher 

stable yields using a private-sector driven 

approach, underpinned by land tenure security 

improved infrastructure and access to modern 

climate-smart production technologies.  

0.5 27 village land registries established and issuing CCROs 
0.6 Total direct outreach for about 11,000 households: 

Participating households and number of people 
(disaggregated by sex; and by type of intervention, including 
support for coping with climate change and employment 
creation) (*) 

0.7 Annual yields of cane and other crops through time to show 
variance and assess resilience during dry and flood periods 

0.8 27 villages (20,000 households) with improved infrastructure 
(including water) for agricultural production and processing 
(27 villages with water infrastructure established) (*) 

0.9 20,000 poor smallholder household members supported in 
coping with the effects of climate change 

- District agricultural production 
annual reports 

- PCMU quarterly progress 
reports and company annual 
reports 

(A) Villages establish land registries and 
issue CCROs to companies 
(A) Outgrower and other villages 
infrastructure development successfully 
implemented 
(A) Capacity building  and mobilization of 
villagers into companies successful 
(A) District technical services provide 
training in climate-smart technologies 

Outcome 1 (Sugar cane outgrower development – IFAD and AfDB financing) 

Establishment of profitable outgrower 

companies producing irrigated sugarcane and 

other crops in line with environmental standards 

and norms for company sustainability. 

1.1 Achievement of BONSUCRO mark by mill and outgrowers 
1.2 Full cost recovery for bulk infrastructure operation and 

management  
1.3 Smallholder companies sustainable (cost of sales less than 

65% of revenue) and distributing dividends to shareholders 

- Company annual reports 
- EcoEnergy semi-annual report 
- External assessment at PY7 
- Bulk infrastructure annual 

company reports 

(A) Outgrower companies follow modern 
cane planting and green harvesting 
technologies 
(A) Outgrower companies save 
depreciation & have audited accounts 

Outputs: About 24 commercial outgrower 

companies/entities managing 3000 ha of 

irrigated land, with medium and short-term 

financing from banks, selling 300,000-400,000 

T of cane to EcoEnergy under transparent CSA. 

1.4 Bulk infrastructure partially operational by PY 3, fully by PY5 
1.5 Equipment and cane planting financing obtained from banks 
1.6 24 outgrower farms built by PY 7 
1.7 3,000 ha sugar cane planted by PY7 (375 ha in PY3; 750 in 

PY4; 1,000 in PY 5; 875 in PY 6) 
1.8 Yield of 95 t/ha and 12% sucrose content achieved 

- Company reports and accounts 
- EcoEnergy mill quarterly 

statistics 
- PCMU  quarterly progress 

reports  
 

(A) TANESCO provides electricity as 
foreseen 
(A) Cane supply agreements signed by 
companies and EcoEnergy for fair DOP 
(A) Timely supply of inputs and technical 
knowledge by EcoEnergy to outgrowers 

Outcome 2 (Climate resilient community development – IFAD and IFAD-ASAP financing) 

Establishment of profitable agribusinesses and 

SMEs using climate-smart techniques to 

produce food and livestock products for people 

working in the sugar sub-sector. 

2.1 Yields by crop, meat and milk production through time 
2.2 About 22 agribusinesses and 500 SMEs (cost of sales less 

than 65% of revenue) providing income to shareholders 
2.3 About 8500 ha of land managed under climate resilient 

practices using conservation agriculture and range 
management  (*) 

- Company reports and accounts 
- District prod stats 
- Agri-business/SME reports 

(A) Capacity building with smallholders 
empowers them and builds confidence 
and capacity 
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Narrative Summary 
Key Performance Indicators  

(*) denotes ASAP and/or RIMS indicator 
Means of Verification Assumptions (A) / Risks (R) 

Outputs: About 22 climate-smart 

agribusinesses and 500 small and medium 

businesses operating in 22 villages, growing 

and advancing to commercial scale with 

financing from banks. 

2.4 Climate smart village infrastructure established in 22 villages 
2.5 Climate smart demos in 27 villages for 3 years, no of people 

who adopt (*)  
2.6 No of groups involved in climate risk and natural resource 

management (*) 
2.7 Agribusinesses established: 3 in PY4, 6 PY5:, 8 PY6, 5, PY 8 
2.8 SMEs established: 50 in PY3, 100 PY4, 150 PY 5, 200 PY 6 

- Company reports and accounts 
- District agricultural production 

annual reports 
 

(A) Equipment financing obtained by 
companies from banks 
(A) Able to purchase suitable equipment 
and labour saving mechanisation 
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I. Strategic context and rationale 

 Country and rural development context A.

 Country context. The United Republic of Tanzania was formed in 1964 by the unification of 1.

mainland Tanganyika and the isles of Zanzibar. It has a long coastline and borders with eight 

countries, of which five are landlocked, so it could become a regional commercial hub. Its land is rich 

in biodiversity and natural resources, including sizable deposits of natural gas. Tanzania is currently 

ranked 152
nd

 out of 182 countries on the HDI index; its business environment, 134
th
 out of 185 

countries; and government effectiveness 135
th
 out of 212 countries. For the last two indicators, 

Tanzania’s ranking has deteriorated over recent years.  

 Economic context. Tanzania has experienced high economic growth, averaging between 6-2.

7% per year over the past decade, based on sound macroeconomic policy and economic 

liberalisation. Over the past decade, Tanzania’s economy has become significantly more open, and 

the trade-to-GDP ratio has increased from 13.5% in 2000 to more than 30% in 2011, the highest rate 

among the East African Community countries. The country imports food stuffs and livestock products, 

because of low agricultural productivity, the lack of primary processing and weak markets.  The 

inflation rate continued to decline in 2013, reaching a rate of 6.3% by October 2013, down from 20% 

in at the end of 2011. The banking system continues to hold excess liquidity because of the high 

returns on Government bonds and the perceived high risks of investments. The most significant 

transformative factor for the economy is the discovery of large natural gas reserves that are expected 

to begin production in 5-7 years. In the medium term, annual GDP growth is expected to rise to 7.5% 

or higher due to an expanding mining sector and expanding exports. The most significant constraint 

on growth, reported by 80% of businesses operating in Tanzania, is the unreliability of the provision of 

electrical energy and the length of time required for complying with the country’s business regulations. 

 Poverty, human development, and demography. The recent National Household Budget 3.

Survey shows that the percentage of people living in poverty has declined from 33% in 2007 to 28% in 

2012. Tanzania is on track to meet targets for three of the seven Millennium Development Goals 

(MDGs): reducing infant and under-five mortality, combating HIV/AIDs and malaria, and addressing 

gender inequality. Fertility rates remain high, making it difficult to achieve sufficient per child 

investments in health and education, and lowering the savings rate of the country. Life expectancy at 

birth is 60 years; the male literacy rate is 75% and female is 60%. Around 1.6 million people are living 

with HIV in Tanzania, representing 6% of the population.  

 Women and youth. Women of reproductive age (15-49 years old) represent 24.5% of the 4.

population, and face challenges in economic empowerment and access to decision-making at all 

levels. There are many customary practices that discriminate against women. Youth (15–24years) in 

Tanzania represents roughly 18% of the total population and this share remained stable between 

1990 and 2010. In absolute numbers, the size of Tanzania's youth almost doubled from 4.4 million in 

1990 to 8.1 million in 2010. It is expected to swell to 11 million by 2020 and 15 million by 2030. Young 

people accounted for 28% of the labour force in 2010, so creating jobs in rural areas is a priority. 

 Food and agriculture. The agricultural sector contributes to about one quarter of GDP and 5.

provides employment to three quarters of all Tanzanian workers, while fulfilling 95% of the country’s 

food needs. The country has 95.5 million hectares (ha) of land, of which 44 million ha are classified as 

arable, with only 23% under cultivation. About 80% of production comes from subsistence farmers 

relying on the hand hoe and rainfed production, with limited areas under medium and large-scale 

farming. To date, agricultural production gains have been based on expansion of the area cultivated 

rather than yield increases, and this expansion process has been the driver of deforestation and land 

degradation. Smallholder agriculture is labour intensive with little application of modern technologies 

and inputs and high vulnerability to weather shocks. Agriculture is a sector where significant 

productivity achievements can be made, while making production climate resilient. The country 

imports significant volumes of cereals and pulses, which could be produced nationally.  
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 Livestock. About a quarter of the land area of the country is used for grazing. About 90% of 6.

livestock is of indigenous breeds. In 2012, about 60% of rural households reported earning some 

income from livestock, which provides an average of about 22% of the household income. Livestock 

accounts for about one quarter of agricultural sales. Extensive pastoralism is recognized, and village 

governments often welcome pastoralists because of their wealth but conflicts results when farmers 

whose crops are damaged cannot protect themselves and suffer the consequences
1
. As with food 

stuffs, red meat and dairy imports are substantial.  

 Land tenure. Only 11% of the land in the country has been surveyed and only 5% is registered. 7.

Of the estimated 12 million plots used for agricultural production in 2010/11, approximately 87% were 

owned by farming households. Farmers claim to have rights to about 12% of the plots they own, but 

only a third of these have officially recognised titles, called Certificates of customary right of 

occupancy (CCROs). Holding a recognised land title for farm ownership is critical for farmers to 

achieve land tenure security. It is also a pre-requisite for undertaking improved land and water 

management and productivity enhancing investments for farming as a business, as well as obtaining 

financing from the banking system.  

 Climate and environment. Over the last 40 years, there has been an increase in weather 8.

variability, with extreme weather events, notably floods and droughts occurring more frequently both 

within and between seasons. Temperatures seem to be increasing and are accompanied by a trend of 

decreasing annual rainfall, with changes in both the start and end of the cropping seasons. Traditional 

agricultural technologies, low productivity and increasing population are the drivers of land 

degradation, together with extensive livestock raising which results in over-grazed pastures. The 

application of climate-smart modern cropping and livestock could raise productivity while reducing the 

risks from the uncertainties of climate change.  

 Key development challenges. To sustain high growth and to make growth more inclusive to 9.

reduce poverty, Tanzania needs to address infrastructure constraints, improve the business 

environment, increase agricultural productivity, value addition and marketing, and improve service 

delivery to build a healthy and skilled workforce. To sustainably commercialize agriculture and scale-

up irrigation, and preserve the country’s natural resources, Tanzania needs to implement climate-

smart productivity enhancing technologies to counterbalance the risks of climate change. 

Policy and institutional context
2
 

 The guiding normative framework for articulating policies and strategies is Tanzania 10.

Development Vision 2025 (called Vision 2025). It aims to promote the socio-economic transformation 

required to move the country to medium income status by 2025, with a high level of human 

development. The Vision has three major objectives: achieving a quality and good life for all; good 

governance and the rule of law; and building a strong and resilient economy that can effectively 

withstand global competition. Agriculture is expected to become a key driver of the transformation 

process, moving from a low productivity system that is mainly dependent on rainfall and rudimentary 

technology, to a semi-industrialized one in which irrigation and modern technology generate 

production to support manufacturing activities.  

 MKUKUTA II (National Strategy for Growth and Reduction of Poverty Phase II known by its 11.

Kiswahili acronym) focuses on promoting the response of the country to the opportunities created by 

regional integration and trade, particularly the establishment of the East Africa Common Market. It 

also focuses on scaling up the role and participation of the private sector in priority areas of growth 

and poverty reduction, such as agriculture.  

 Big Results Now! (BRN). The Government has committed to deliver concrete development 12.

results in six sectors, of which one is agriculture and another energy. Under the BRN, a Presidential 

                                                      
1
 Aligning and harmonizing the livestock and land policies of Tanzania, Dr Furaha Lugoe, Economic and Social 

Research Foundation, Dar Es Salaam, 2011.  

2
 See Appendix 1. Country and rural context lays out the relevant policies and institutional framework in the country. 
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Delivery Bureau is the coordination mechanism for working across ministries to deliver results for the 

objectives already set under the Government's development policy agenda. Thus, ministries have 

prioritized their individual activities and programmes within the context of the BRN, and have 

committed to the delivery of specific outputs and outcomes. One of the three ”big ideas” under the 

BRN for agriculture is delivery of 25 commercial and outgrower investments, 16 for sugar and 9 for 

rice.  

 Southern Agricultural Growth Corridor of Tanzania (SAGCOT). SAGCOT is an inclusive 13.

multi-stakeholder partnership to rapidly develop the region’s agricultural potential. It was initiated at 

the World Economic Forum (WEF) Africa summit 2010. The objective is to foster inclusive, 

commercially successful agribusinesses to benefit the region’s small-scale farmers, and in doing so, 

to improve food security, reduce rural poverty and ensure environmental sustainability through a 

Green Growth Approach.  

 Tanzania Agriculture Climate Resilience Plan (TACRP), 2014–2019. In line with the National 14.

Climate Change Strategy, the recently prepared TACRP has been developed by the Ministry of 

Agriculture, Food Security and Cooperatives (MAFC) with “the strategic direction of modernizing the 

agriculture sector through promoting large-scale commercial farms, irrigation expansion, and 

strengthening value chains, and improving linkages with smallholders”. The priority areas for adapting 

to the effects of climate change are: (a) agricultural water and land management, focusing on 

catchment management and adoption of sustainable agriculture and water management practices; (b) 

accelerating uptake of climate-smart agriculture, including building supporting evidence for climate-

smart agricultural practices and incentives at the district level, and generating awareness and capacity 

for these practices; (c) reducing impacts of climate-related shocks and instituting measures to 

diversify livelihoods and to respond to weather related-shocks; (d) strengthening knowledge and 

systems to target climate action; and (e) mainstreaming gender into climate change initiatives for 

agriculture. In promoting climate resiliency, the approach will be to reduce the environmental impacts 

of agricultural activities that can drive climate vulnerability.  

 Decentralization by Devolution (DbyD). Since 1998, under the policy of decentralization by 15.

devolution, local government authorities (LGAs) are responsible for delivering all services at the local 

and village level. This policy has meant that central government ministries, departments and agencies 

(called MDAs) have remained with four major functions: policy formulation and guidelines, capacity 

development of LGAs, coordination and feedback (technical backstopping), and policy monitoring and 

evaluation (M&E). District local governments are thus responsible for the execution of development 

activities in their districts, but have very limited resources and operational capacities. The budgeting 

process for providing funds to districts through the Prime Minister's Office - Regional Administration 

and Local Government (PMO-RALG) is lengthy, and the budget is approved by Parliament. This 

means that there is limited scope to respond to local emergencies, such as floods or drought. Local 

elections are held every five years and were completed in December 2014.  

 Village governance. Villages are the basic unit for government to interact with its citizens, and 16.

they are expected to take on increasing levels of responsibility for their development. Villages are 

currently responsible for issuing land titles to their residents and will soon be responsible for issuing 

birth certificates, but do not have the financial resources to carry out these activities. 

Sugar sub-sector
3
 

 National sugar sub-sector. Investments in sugarcane in Tanzania date from the 1970s, and 17.

the industry was privatized in the 1990s. Sugarcane is the second largest agricultural crop in the 

country, contributing almost 4% of annual gross value of agricultural production. The national 

multiplier for the sugar industry is 3.2, so for each shilling earned from sugar farming, milling and 

refining, an additional 3.2 shillings are earned for the national economy. From a socio-economic 

perspective, approximately 90% of the household income generated by the industry in 2010 went to 

low-income households. The sector directly accounts for about 13% of agricultural employment in 

                                                      
3
 See Appendix 1. Country and rural context for a detailed discussion of the sugar sub-sector, paras. 45-57. 
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Tanzania. Considering both direct and indirect employment, the sugar industry contributes almost 6% 

of total national employment. The sugar industry is one of the largest agro-processing industries in 

Tanzania and contributes about one third of gross output of the food-manufacturing sector and 5-7% 

of total manufacturing value added. In 2012, the sugar industry in Tanzania contributed 1% of national 

GDP and provides 2% of total tax revenue. 

 Sugarcane outgrowers. There are about 15,000 outgrowers nationwide, 90% with plots under 18.

1.5 ha. Most cane is cultivated under rainfed conditions without irrigation, so average cane yields 

remain below potential. In 2012/13, yields stood at about 67 T/ha for the company estates and about 

37 T/ha for outgrowers. Smallholder outgrowers’ fields are not grouped in blocks. Burning prior to 

harvesting is still practiced both by estates and outgrowers. Even with the investments of the past 15 

years, existing sugar mills cannot attain the efficiency that a new mill can, nor are they moving to 

implement global best practices for the sugar industry such as green harvesting. Even at the current 

low level of yields for their rainfed cane, farmers are among the best income earning farmers in 

Tanzania. The knock-on economic impact of the sugar income has created jobs and wealth in the four 

areas where sugar is grown and processed. 

 Organization framework. Sugar cane growers are currently organized in associations, which 19.

have negotiated with the company estates for the sale of their cane, with mediation by the Sugar 

Board of Tanzania (SBT). The organizational structure of these associations is not business oriented 

and there is weak downward accountability within associations. The associations do not have the 

required legal structure to access commercial financing, and their members farms are small and 

fragmented and thus considered risky for credit
4
. The weak cohesiveness of existing outgrower 

associations and the poor collaboration of small farmers among themselves is a constraint for 

combining their land into blocks in order to be able to invest in irrigation, which could significantly 

improve yields and raise income. There are no examples of block farming for cane in Tanzania, 

whereas the introduction of block farming together with investments in irrigation has been successful 

in Swaziland, Malawi and South Africa. The introduction of such an approach in Tanzania could 

significantly raise yields for outgrowers. 

 Other regional experience. Recent evidence from Malawi and Swaziland shows that 20.

organizing farmers right from the start into blocks covering larger areas (100-350 ha circa) can 

provide the enabling conditions for smallholder cane producers to adopt modern irrigation and cane 

cropping technology, and achieve much higher returns because of economies of scale.  With 

adequate support, it is far easier to manage  homogeneous blocks rather than a large number of 

individual and fragmented parcels of land. Cane produced on these blocks can be easily tracked 

through the mill processing cycles, thus allowing auditing for sucrose extraction rates of individual 

outgrower companies, and for the use and production of associated downstream products. The miller 

can also provide real-time feedback to outgrower companies, so they can maintaining yields and have 

transparent financial management. The system also provides invaluable information for the 

smallholder management teams to improve productivity of subsequent ratoon crops, which is 

extremely difficult in the case of individual smallholders. Block farming facilitates more effective 

capacity building for outgrower companies, while providing a solid platform for the better 

understanding of the basis of cane supply agreements including the division of proceeds for sucrose 

and other cane by products.  Outgrowers organised into companies cultivating in block farm are much 

more efficient, and are able secure commercial bank loans in their own right. 

 Global, sugar market. Sugar is produced nationally and only surplus production is exported. It 21.

is traded regional markets, often with large price swings resulting from national policies. In 2011, the 

world market had substantial sugar surpluses, so the world price declined from US$750/T to about 

US$450/T. The recent sugar price is US$380, reflecting the impact of the drop in oil prices on the 

                                                      
4
 Study report for development of governance structures, instruments, financing models, negotiating forums for present 

and future outgrowers societies and organization structures for sugarcane outgrowers societies in Tanzania, Research 

on Poverty Alleviation (REPOA), Sugar board of Tanzania, 2010. 
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price of ethanol, a by-product of cane processing. Unexpected developments in commodity markets 

make it difficult to predict future prices, but forecasts estimate a world price around $620 in 2016 and 

rising subsequently.  

 Regional sugar market. The countries in the East and Southern Africa region are dependent 22.

on sugar imports to fulfil half to two thirds of regional demand. Regional demand is expected to 

increase by over 5-7% per year for the foreseeable future as a result of rising per capita consumption 

and population growth. The countries of the East African Community currently apply a 100% tariff to 

protect their domestic production and to prevent dumping.  

 Tanzanian sugar demand. Per capita sugar consumption in Tanzania is 11 kg/year, compared 23.

to 24 kg/year in Kenya and 35 kg/year in South Africa. At this low level of consumption, total annual 

demand in Tanzania for sugar is about 590,000 tonnes (T). Total national production is about 

300,000 T, so Tanzania currently imports about 290,000 T, or almost one half of its needs. The costs 

of imports to the country can be estimated at about US$150 - 200 million per annum, which will 

continue to increase if there is no expansion in national production and no price increase. If there is 

no new production coming on line, with conservative prices estimates, imports will reach 1.4 

million T/year by 2030, costing US$ 630 million each year. 

 Rationale B.

 Bagamoyo district. The programme will be implemented in the coastal region district of 24.

Bagamoyo, about 100 km north of Dar es Salaam and 20 km north of Bagamoyo town, between the 

Wami and Ruvu rivers, 6 km inland from the Indian Ocean - in the SAGCOT corridor. Despite its 

proximity to the capital, the Pwani region and Bagamoyo district are among the poorer areas of the 

country. The district covers about 985,000 ha with 311,000 people. The district is sparsely populated 

and its proximity to Dar es Salaam seems to have constrained its development.   

 The Bagamoyo Sugar project. EcoEnergy identified the opportunity for direct foreign 25.

investment in sugar production in Tanzania in 2005, and reached broad agreement with the 

Government of Tanzania (GOT) on a suitable site for a large-scale production and processing 

investment. The investment has been conceived as a public-private-producer partnership (4Ps) to 

replace imported sugar, and includes development of about 11,000 ha of irrigated sugarcane (1/3 

outgrowers and 2/3 nucleus estate) that meets BONSUCRO social and cropping standards
5
. When 

constructed, the sugar mill will produce 130,000 T of brown sugar a year, plus 11 000 cbm ethanol 

and 90,000 MWh surplus electricity for the national grid, all with state-of-the-art modern technology 

and environmental standards. The total investment package for commercial and development 

financing is about US$542 million. 

 The Bagamoyo Sugar Project the first of the 25 BRN commercial and outgrower investment. 26.

The GOT has provided government-owned land, an abandoned cattle ranch in Bagamoyo district to 

the investor Agro-EcoEnergy Tanzania for the nucleus estate under a 99 year lease
6
. The efficiency 

achieved by the new investment in a modern sugar mill which processes all by-products means that 

EcoEnergy will be able to achieve much higher returns than the other mills operating in Tanzania. The 

company expects to be competitive regionally and globally within ten years when its financing 

repayment obligations are fulfilled.   

 Need for outgrower programme. EcoEnergy has designed the sugar mill to process 40-60% 27.

more cane than will be grown on its estate, and has thus created an opportunity for smallholders in 

the surrounding villages to become cane outgrowers.  

                                                      
5
 http://www.bonsucro.com 

6
 See Appendix 2. Poverty, targeting and the programme area for a more in-depth discussion of the private sector 

investment, including land acquisition, resettlement and compensation issues for the nucleus estate (in Attachments 3 

and 4), as well as land allocation and tenure arrangements for outgrowers (in Attachment 6). 
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 The Bagamoyo Sugar Infrastructure and Sustainable Community Development 28.

programme (BASIC or “the programme”) will therefore support: (i) the outgrower portion of the 

Bagamoyo 4Ps investment by providing an opportunity for smallholder farmers to engage in 

commercial agriculture and take advantage of the market opportunity provided by the private sugar 

mill investor; and (ii) the development of sustainable livelihood diversification and employment 

opportunities for the wider community of farmers, pastoralists and other rural groups in Bagamoyo 

district residing within 40 km radius of the nucleus estate which otherwise would have been by-

passed. The investment and emphasis on the cultural and material impacts of the programme on the  

surrounding communities and broader population who are not directly participating in the outgrower 

scheme is expected to create improved competitive conditions so that the rural communities in 

Bagamoyo district can respond to the demand for food and livestock products created by the direct 

foreign investment. Together, these investments will trigger the rural transformation process required 

to support their economic development while enhancing incomes, assets and wealth creation in the 

district. 

 The relationship between EcoEnergy and the sugarcane outgrowers, as well as households in 29.

the wider community, will be mutually beneficial, for the following reasons:  

 (a) For EcoEnergy: 

  Provision of a stable supply of cane so that the mill operates at full capacity, and 

improves its financial viability; 

  Provision of labour, service providers and food supplies for its large work force; and 

  A dynamic link with the wider community to ensure that the company can demonstrate 

that its investment is beneficial to the whole population of the area. 

 (b) For the wider community: 

  An opportunity for smallholder farmers to engage in commercial sugarcane production by 

taking advantage of the guaranteed market opportunity created by EcoEnergy sugar mill 

investment; 

  Access to the best private sector production technology and knowledge for sugarcane 

production; 

  New local markets for a wide range of food products, which produces a rationale for 

investment in viable production of a range of produce that can be commercially grown in 

the area; and 

  Sustained incomes from incremental wages and provision of services to the EcoEnergy 

and other related enterprises in the wider community.  

 In line with IFAD’s Strategic Framework, and to be successful, the partnership must be based 30.

on mutual values: transparent land tenure arrangements; respect for the environment; commitment to 

participatory processes supported by independent and accountable monitoring; efficiency and equity; 

a fair and transparent pricing formula for outgrowers; and outgrowers providing harvested cane in line 

with the agreed standards. This is the rationale for IFAD engagement, commitment and challenge as 

a key partner in the programme. 

 Rural transformation. Employment opportunities on the nucleus estate and the outgrower 31.

companies will boost local purchasing power, thus providing an incentive for transformation of the 

rural economy. The estate and mill will hire workers from villages within 20 km radius, who will 

continue to reside in their communities. Outgrower company shareholders will see their incomes rise, 

and many may also have employment in their own companies. The new demand for housing, food, 

shops, and other services will in turn create more business and employment opportunities. During 

design, IFAD expanded the coverage of the programme and the scope of activities so the 

communities in the surrounding villages receive targeted support and capacity building similar to that 
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provided to outgrowers in order to respond to the new development opportunities created by the sugar 

investment, and see their own livelihoods improved too.   

 Challenges. While the investments in sugar will create development opportunities for the 32.

surrounding villages, they will also pose social and environmental challenges in terms of access to 

water, sanitation, maintaining water quality, fuel for cooking and social services such as schooling, 

health care, and waste disposal. Some of the negative social impacts as a result of increased income 

could include: increasing HIV/AIDS infection rates, and household tensions as a result of increased 

income. Some of the potential environmental impacts are: increased land degradation as a result of 

the search for fuel wood and inappropriate livestock and food production practices; increased pollution 

of water sources due to lack of adequate sanitation; and poor waste disposal. While the mill will 

provide cane outgrowers a secure market for their production, the generally low level of development 

of the district, means other food and livestock value chains will need additional investment to reach a 

level of competitiveness to enable the development of stable value chains and marketing channels.   

 AfDB-IFAD partnership. AfDB is providing two separate types of support to the programme: 33.

(a) the AfDB private sector department is leading the consortium of investors for the commercial 

lending package for EcoEnergy and will provide a commercial loan from its own resources; and (b) 

the AfDB development financing department will provide concessional financing for the outgrower 

programme in support of the construction of bulk infrastructure to provide water to the boundaries of 

outgrower company farms. IFAD will provide financing for capacity building to establish the outgrower 

companies and initiate farm preparation, while commercial banks will provide the preponderant share 

funding for the outgrower companies to acquire water efficient climate-smart irrigation and farm 

equipment. Co-financing of this innovative programme by the two institutions will strengthen the AfDB-

IFAD partnership.  

 The East Africa region and the Bagamoyo district in particular are already experiencing the 34.

effect of climate change, so all programme activities have been designed to include adaptation 

measures.  An IFAD Adaptation for Smallholder Agriculture Programme (ASAP) grant has been 

blended with IFAD loan financing for developing climate-resilient villages and supporting sustainable 

livelihood diversification investments in the wider community to help address the challenges of climate 

change, while all activities for sugarcane development will reduce vulnerability to climate risk and 

support climate-smart technology. Thus ASAP priorities have been mainstreamed throughout the 

programme. 

 Alignment with GOT policies and sector coordination. Promoting commercial-outgrower 35.

investments in agriculture is the priority under both the BRN and SAGCOT initiatives. The Sugar 

project and the BASIC programme, as the first BRN 4Ps for the Government and IFAD, will be a 

model for those 24 other schemes that will be developed in the future. The programme will assist the 

MAFC to implement adaptation and mitigation measures addressing the effects of climate change as 

laid out in its new policy to promote climate resilient agriculture (TACRP). At the local level, BASIC 

investments in the wider community will support implementation of the relevant activities prioritized in 

the Bagamoyo district development plan. Both AfDB and IFAD are major development partners in the 

agriculture sector in Tanzania, together with the World Bank and the EU. The AfDB private sector 

department financing for the EcoEnergy commercial investment has created a unique opportunity for 

development financing for outgrowers and support to the wider community. The AfDB-IFAD joint 

financing of BASIC will strengthen the partnership between the two institutions and demonstrate their 

commitment to the private-sector driven approach of GOT for scaling up and transforming agriculture 

and making it climate resilient.  

II. Programme description 

 Programme area and target group A.

 Geography and climate. The Wami River sub-basin, part of the Wami-Ruvu basin, comprises 36.

semi-arid highland and coastal zones, with rainfall ranging from 550-750 mm in the highlands to 
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around 900 mm near the river’s estuary in Bagamoyo district. The Bagamoyo district covers about 

one tenth of the sub-basin and has a long stretch of coastal area on the Indian Ocean. The 

topography is characterized by gentle undulating plains covered by a mosaic of coastal forest, coastal 

bushland, thicket, grassland, degraded woodland, fallow and cultivated areas. The sandy nature of 

the top soils means that organic matter, phosphorus and potassium are the most limiting plant growth 

parameters. The district has highly variable bimodal rainfall, which seems to be decreasing since 

1949. Annual average temperature is 26ºC. 

 District development plan. The priorities for the district are: (a) reducing the HIV/AIDS 37.

infection rate (in a recent three month voluntary testing programme, 9.5% of people tested were 

positive), (b) improving management of land, natural resources and environmental restoration, (c) 

improving physical infrastructure including road access to villages in remote areas as well as access 

to safe water through construction of small dams and pump wells, (d) improving district capacity to 

deliver services to its citizens, and (e) improving district ability to respond to and manage risks, 

especially flooding. 

 Livelihoods. The rural population of the district is poor and vulnerable, practicing low-input low-38.

output subsistence agriculture. The rainfall is bimodal and highly variable both within and between 

seasons making crop production in the district risky. The district is subject to both flooding and 

droughts. Droughts have occurred in 1993, 1996, 1998, 2000-2004, 2008, 2009, 2012 and 2013. 

Major floods have occurred in 1997, 2006 and 2014 causing physical damage to infrastructure
7
. 

 About 83% of households in the district report agriculture as their principal activity, while 6% 39.

report livestock, and the balance is engaged in services and business. The majority of the farmers 

cultivate two ha of land or less using manual methods, with little use of irrigation, improved seeds or 

mechanization. Soil and water conservation techniques are not often known or applied. Current 

subsistence cropping practices are resulting in soil nutrient depletion, low yields and soil erosion 

where inappropriate mechanization is practised. Households supplement their incomes through 

exploitation of the wider natural resource base. These activities, along with increasing demands for 

firewood from Dar es Salaam, and future planned development investments in the district are  

resulting in widespread, but localised deforestation and resource degradation that need to be 

managed. The past prevalence of tse-tse fly in the district has meant that livestock raising is not 

common among district residents and is usually limited to small stock (goats and chickens). 

Pastoralists from other parts of the country come into the district for water during the dry seasons, and 

some have settled and, as part of localised conflict resolution initiatives, have been allocated grazing 

areas during the village land management planning exercises. The combination of low-input low-

output agriculture with extensive livestock pastoralism is contributing to land degradation and conflicts 

over land use.  

 Climate Change. Credible models suggest that by 2050, temperatures in the Bagamoyo area 40.

will rise by 1-3°C, maize yields could decline 20-40%, while some mid-altitude crops (such as coffee) 

could see productivity gains. Most district farmers perceive climate change, and feel that it is resulting 

in more seasonal and annual variability in rainfall patterns within a declining trend, higher 

temperatures, less overall climate predictability and a corresponding increase in risk.  

The programme area 

 The programme is geographically targeted to a focused area to optimize the impact on the 41.

target groups. The geographical targeting has been determined by the social and commercial 

incentives which are expected to emerge because of the investments by the private sector and the 

outgrower programme. There are two principal criteria which have led to the inclusion of villages in the 

wider community: (a) with the rapid expansion in demand as a result of the establishment of the 

nucleus and the outgrower farm companies, these villages may be subject to tremendous pressure for 

the extraction of natural resources, such as wood and charcoal; and (b) their potential to produce food 

                                                      
7
 See in Appendix 2 Poverty, targeting and the programme area, Attachment 8 for an overview of the climate and 

environmental issues in the programme area and BASIC's climate strategy. 
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and livestock to satisfy demand in the core programme area and markets that will emerge with the 

development of a new port facility and other planned developments in the district. 

 The programme area will cover 27 villages, containing 20,173 households (91,448 people), 42.

within a radius of 40 km from the sugar mill, following the administrative boundaries of the villages. 

The district administration estimates the income in the programme area to be about 40% of the 

national average. The programme will cover 30% of the area and population of the district. To identify 

the target groups to be reached and define the activities, the programme area has been categorized 

as follows: 

 Outgrower villages. There are five villages where, because of suitable soils and access to 

the Wami, sugarcane outgrower companies will be established. The households in these 

villages not directly participating in sugar cane will provide labour and agricultural production 

to the nucleus estate and outgrower companies, and will benefit from support for livelihood 

diversification and other programme activities. 

 Inner circle villages. Another four villages, falling within the radius of 20 km from the mill, will 

provide labour and agricultural production to the nucleus estate as well as outgrower 

companies. These villages are relatively densely populated, with one village (Makurunge) 

containing almost one quarter of the people in the programme area. 

 Outer circle villages. The area within a band of 20-40 km around the mill, referred to as the 

outer circle, has good land and biophysical resources for development. This area is sparsely 

populated. These villages are too far away to provide labour to the nucleus estate, but they 

have natural resources with good potential for conservation agriculture to provide food and 

animal products to the nucleus estate and inner circle villages. These villages need to control 

extractive activities to preserve their natural resources and create incentives for sustainable 

livelihood diversification.  

Table 1. List of programme villages 

Area and people households People 

  5 outgrower villages on Wami River close to estate 3,643 15,668 

  4 inner circle villages (within 20 km of mill) 6,280 29,080 

18 outer circle villages (20-40 km from mill) 10,250 46,700 

27 villages total 20,173 91,448 

Source: Appendix 2. Attachment 5. List of programme villages 

 Four villages (one outgrower and three inner circle) will receive the 260 people resettled from 43.

the nucleus estate and about 1,112 people, living in the nearby villages and using resources from the 

abandoned cattle ranch, will have their livelihood activities restored. Makurunge and Gama will be 

promoted as growth centres.  

 Target groups. The direct target groups of the programme are defined as follows: 44.

 Sugar cane outgrower households, estimated at 1,500-2,000 households participating in 
cane outgrower companies.  

 Households producing other crops and those engaged in non-farm activities, estimated 
at about 4,000 households in outgrower and inner circle villages and 5,000 in the outer circle 
villages, to provide food and other services to the nucleus estate and outgrower company 
households. 

 Women, youth (both men and women), and resettled households will be explicit target 
groups for inclusion in all activities. 

 The workforce for nucleus and outgrower companies is an indirect target group, 
estimated at about 2,300 people for the nucleus estate and 200-400 people for the outgrower 
companies. 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

10 

 Development objective and impact indicators B.

 Programme development objective. The overall goal of the programme is to contribute to 45.

growth of Bagamoyo district by empowering villages to respond to the opportunities generated by the 

sugar investment, thus raising incomes, improving livelihoods and sustainably transforming the rural 

economy, while reducing national dependence on imported sugar. The programme will enable 

participating villages to achieve higher stable yields using a private-sector driven approach, 

underpinned by land tenure security, improved infrastructure and access to modern climate-smart 

production technologies. Using a pro-poor business model, the programme will build the capacity of 

farmers who are now subsistence producers so they become members of modern commercial 

farming companies producing sugar cane, food crops, livestock and providing services.  

Impact indicators. The specific outcomes are expected to be: 

 The 27 programme villages achieve climate-resilience through village planning, infrastructure 

investments, and institutional capacity building, thus enabling residents to strengthen their 

land and resource tenure and ability to prosper from their natural resource base while building 

climate resilience. 

 Establishment of about 24 profitable outgrower companies in 5 villages producing irrigated 

sugarcane and other crops in line with environmental standards and norms for company 

sustainability, and selling 300,000-400,000 T of green cane to EcoEnergy under transparent 

supply agreements. 

 Establishment of about 22 climate-smart agribusinesses and 500 small and medium 

enterprises operating in 22 villages that use climate-smart techniques to achieve increased 

stable production of food stuffs and livestock products to respond to the increased demand for 

food and services by outgrowers, and the nucleus estate and sugar mill.  

Programme strategy 

 Coping with climate. Major floods have occurred in the Bagamoyo area in three out of the last 46.

22 years, including twice in 2014, and drought has occurred in nine out of the last 22 years. The 

impact of climate change in the district in the coming decades is difficult to predict, but it is likely to 

cause an increase in the intensity and frequency of extreme events, generating impacts and reducing 

the time available for recovery. Villagers describe both flood and drought events as having a dramatic 

impact on their livelihoods. Floods damage local infrastructure, particularly along the main inundation 

and water flow routes, as well as homes and vegetation, and harm livestock. Drought cripples 

agriculture, and livestock and wildlife perish due lack of food and water. Without predictable 

precipitation patterns, planning for rainfed crops using existing technology is uncertain and food 

security is put at risk.  

 Climate-smart technology. There are many proven sustainable land management practices 47.

for maintaining and improving soil health, and enhancing sustainable natural resources management. 

When two or more conservation agriculture crop practices are combined (such as no-till and improved 

seed with the judicious application of agricultural chemicals), they increase the resilience of the 

agricultural system and enable it to cope with climatic extremes (both drought and flood conditions) 

while enhancing the productivity and profitability of the farming system. This is what is meant by 

“climate-smart” technologies for the programme. 

 Raising and stabilising production to address climate change. While the specific impact of 48.

climate change is difficult to project, the current uncertainty about river flows, temperature, quantity of 

rainfall and its variability through time adds to the risks for agricultural production in the programme 

area.  To address these risks, BASIC aims to increase and stabilize yields through the adoption of 

climate-smart technologies for all programme-supported activities.  The adoption of climate-smart 

technologies will reduce soil erosion and run-off, as well as reducing the need for agricultural chemical 
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and facilitating replanting, while achieving less variance in yields
8
. The financial models IFAD has 

developed for the sugarcane companies and agribusinesses show that adopting climate-smart 

technologies also make financial sense. The initial adoption may be somewhat more expensive for 

equipment purchase and land preparation, with higher stable yields and reduced costs for weeding 

and agricultural chemicals, but farmers are expected to earn a more reliable income. In other words in 

the application of climate-smart technologies for both sugar cane and other crops makes long term 

financial sense. Thus, ASAP priorities have been mainstreamed through the entire programme, while 

ASAP funding is limited to activities for the wider community (component 2).   

 Land titling. Holding a recognised land title is considered a pre-requisite by farmers for 49.

undertaking environmental conservation measures on their farms and in their villages. Thus, villages 

and individual households are reluctant to invest in climate-smart landscape and agricultural 

practises, nor can they form businesses until they have land tenure security. In order for villages to 

issue individual land tenure deeds, CCROs, villages must hold their own village land certificate and 

establish village land registries. While the process is well-articulated and is known, none of the 

villages in the programme area hold village land certificates because of the cost of surveying and 

establishing their land registries and lack of technical backstopping to complete the full process. When 

EcoEnergy initiated mobilisation in 2011 in the outgrower villages, it learned that addressing land 

issues right from the start was critical for villages to decide whether or not they would participate in the 

outgrower programme. Since then, it has provided support so that the nine villages surrounding the 

nucleus estate can delineate their boundaries, and two are expected to request their village land 

certificates before programme start-up.  

 Village planning. The first activity to be supported by BASIC in all programme villages will be 50.

the delineation of their boundaries so they can obtain their village land certificates. Assisted by the 

local government district administration, villages will articulate their land-use and development plans 

for their villages and identify trans-boundary issues that will need to be addressed with adjacent 

villages. On the basis of their articulated needs, district land planners will work with the villagers to 

assist them to prepare village land-use plans (VLUPs). VLUPs will define the space where activities 

will be undertaken, ensure their rational and coherent layout, and develop proposals for village 

infrastructure improvement for financing under the programme. The areas for schools, houses, 

business areas, crop agriculture, livestock grazing, forests, conservation areas, community forests, 

water management, and waste management will be defined. Once the VLUP is approved, the village 

can set up its village land registry to issue CCROs. Obtaining CCROs is the key milestone to enable 

farmers to start the process of moving from subsistence to commercial agriculture
9
.  

 Social inclusion. The VLUP process will be the entry point for village planning, and existing 51.

Village Production and Environmental Committees will be supported as required. The programme will 

provide training to district staff to improve their focus on climate-resilience and conservation as an 

underlying theme in determining land use and the approach for supporting development of all 

agribusiness and outgrower enterprises. During the VLUP process, an inclusive targeting approach 

will be adopted to ensure that all households in the village can participate. The programme will 

establish minimum targets for women’s and youth direct involvement in activities and their 

representation on decision-making bodies. HIV/AIDS awareness and knowledge building focused on 

behaviour change and on reducing stigma will be part of this effort, and all other programme activities. 

In addition, as part of the planned district capacity building investments, establishment of a grievance 

and redress mechanism will be explored to deal with land or natural resources conflicts which might 

arise as a result of programme activities. 

 Targeting. The programme area has been expanded from outgrower villages to include the 52.

inner and outer circle villages so that these surrounding areas receive support to produce food, 

                                                      
8
 For a fuller discussion of climate-smart technology for sugarcane see paras. 59-62, and for food and fodder crops see 

paras. 94-95. 
9
 See in Appendix 2 Poverty, targeting and the programme area, Attachment 7. Village land use planning and land 

titling. 
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livestock products and other services to respond to the demand created by the sugar investment and 

support their economic diversification. Households having access to land suitable for sugarcane 

development will benefit from outgrower development support, and non-sugarcane households in 

outgrower villages will be targeted for climate-smart agricultural and livestock businesses and 

development of small and medium enterprises. For agribusiness development, the programme will 

develop approaches for the inner and outer circle villages, with special focus on the villages of 

Makurunge (containing 25% of the people in the programme area) and Gama, as rural growth 

centres. Programme support may include the promotion of non-agricultural business activities and/or 

service provision to outgrower and agribusiness enterprises. Under both components, the programme 

will provide capacity building  to support farmers and livestock keepers in the development of 

bankable business proposals and become shareholders of their own businesses, and at the same 

time develop approaches for the inclusion of youth (both men and women) and women. 

 Private sector driven approach. The private sector business approach of the programme is 53.

the key to ensuring the long-term financial viability of the activities supported and their long-term 

sustainability. Companies will be the vehicle for scaling-up knowledge, technology and environmental 

sustainability. The key success factor for companies are their people, so the programme plans to 

invest significant resources in capacity building for skills development and the inclusion of youth, as 

well as close monitoring and mentoring for group formation and company development. Participating 

villagers will be supported and trained on the adoption of modern climate smart agricultural 

technologies, the size of the land areas required to justify investment in equipment and labour savings 

technologies to raise productivity, and the approaches they can follow to manage their assets together 

and obtain financing for undertaking commercial activities.  

 Commercial financing. A web of business relationships underpins successful enterprises. In 54.

order to begin promoting such relations right from the start, the programme will help build equity in 

outgrower and agribusiness companies so they can access lending from commercial banks once 

business plans viability has been independently verified by interested financial institutions. As a 

further incentive to initiate the relationships with commercial banks, IFAD will provide technical 

backstopping for the development of bankable business proposals for financing by the commercial 

banking system, along with grant financing to cover the incremental cost of machinery and 

technologies for climate-smart agriculture. The financing strategy is to use programme resources to 

leverage lending from the commercial banking system to finance bankable investments by outgrower 

companies and agribusinesses ensuring that climate proofing is covered in the investment component 

of all business plans. An important activity for the programme will be to sensitise the lending 

organisations to how climate-smart technologies make good financial sense because they reduce the 

risk associated with agricultural production, and reduce the long-term operating costs of doing 

business, while stabilising yields and returns. Ensuring that the financial sector will be prepared to 

gradually internalize the full cost of climate resilience investments is one of the critical contributions 

that leveraged financing from BASIC will bring to ensure the long-term sustainability of the initiatives 

supported.  

 Joint funding, integrated implementation. For the outgrower programme, AfDB will fund the 55.

construction of bulk infrastructure, and IFAD will finance some additional water storage and on-farm 

development.  While BASIC will benefit from joint funding, it will be implemented as a single integrated 

seamless intervention. AfDB’s funding focus is on infrastructure development, while IFAD’s focus is on 

empowering people and developing their organisational capacity to participate in markets. The AfDB 

loan will have an implementation period of five years, while the IFAD loan will have a much longer 

period of nine years, because human capacity building takes time. The Programme coordination and 

management unit (PCMU) will be responsible for the execution of all BASIC activities, with a unified 

monitoring, accounting, procurement and reporting system.  The PCMU will be responsible for the 

financial management of the AfDB development loan as well as the IFAD loan and ASAP grant.  
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 Component description C.

 The programme has the following components and sub-components:  56.

Component 1. Sugarcane outgrower development 

Sub-component 1.1. Bulk infrastructure development 

Sub-component 1.2. Establishment of outgrower companies and on-farm development 

 

Component 2.  Climate resilient community development 

Sub-component 2.1. Village planning and climate smart investments  

Sub-component 2.2. Climate-smart business investments 

Sub-component 2.3. Institutional strengthening 

 

COMPONENT 1. SUGARCANE OUTGROWER DEVELOPMENT 

 Component objective. Establishment of about 24 profitable outgrower companies producing 57.

irrigated sugarcane and other crops on about 3,000 ha in five villages line with environmental 

standards and norms for company sustainability. In tandem with the development of the bulk 

infrastructure, mobilization, capacity building and mentoring of farmers into companies to manage 

their own sugarcane farms will be initiated. They will sell their annual production of 300,000-400,000 

tons of cane to the EcoEnergy mill.  

 Sugar cane development. The approach for sugar cane development is based on the 58.

knowledge and experience gained in the region. The principal model has been contributed by the 

Lower Usuthu Smallholder Irrigation Project in Swaziland financed by IFAD
10

. This experience has 

shown that subsistence farmers can be successfully organized into companies cultivating 100-360 ha 

of irrigated sugar cane. The most important lesson has been that farmers who decide for themselves 

that they can organize themselves in autonomous companies and take responsibility right from the 

start for paying their investments as well as operating and maintenance costs is the most sustainable 

option. Substantial up-front capacity building is needed to help farmers learn about the choices they 

can make, and to ensure that they are compliant with national regulations and policies. One of the 

most important lessons learned from Swaziland is that on-farm irrigation and drainage networks must 

mirror land boundaries, so design and implementation can only be completed once communities and 

individuals have agreed on their land boundaries. In addition, farmers need technical backstopping to 

access commercial financing for their investments. Water meters must be also installed before 

company water and electrical usage starts, so that farmers know right from the start that they will be 

paying for water and power. Finally, technical assistance for coordinating the timing and the linage of 

bulk infrastructure with on-farm irrigation networks is needed for smooth and timely start-up.  

 Climate and sugarcane. The whole sugar investment has been planned to make sugarcane 59.

growing in Bagamoyo resilient to the variations in rainfall that characterize the programme area. The 

investment will be climate-proofed through the construction of large-scale water storage facilities to 

ensure water availability during the driest months of the driest years. There will also be dykes for flood 

protection, channelling excess water within the river system, and on-farm investments in drainage to 

prevent water logging during very wet years. All pumps, both for bulk infrastructure and for outgrower 

companies, will be powered by electricity. EcoEnergy will be introducing global best practices in 

sugarcane growing and processing for the first time in Tanzania, and aims to meet BONSUCRO social 

and cropping standards
11

. These are conservation agriculture practices, that are climate-smart for 

sugarcane. The investment in irrigation and drainage will make the outgrower sugarcane farms 

resilient to the current and future climate challenges, while the adoption of modern cropping 

technology and green harvesting will ensure sustainability. Outgrower companies will be trained in 

                                                      
10

See Appendix 3. Lessons learned for a full discussion of the lessons drawn from a number of IFAD projects. 
11

 http://www.bonsucro.com 
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financial reporting, and the collection of weather data and water monitoring to ensure the rational and 

economic application of irrigation water, fertilizer and other agricultural chemicals. 

 Cleared biomass from the outgrower fields will not be burned, but chipped and ploughed into 60.

the soil during land preparation or used to produce compost. Larger biomass will be brought to the 

sugar mill site and stored for producing power during operations. The irrigation technologies selected 

will optimize cane yields and ensure efficient water usage for the specific soil types. Innovative 

agricultural practices will support and enhance soil fertility while simultaneously fixing organic matter 

and carbon in the soil. Cane planting on the nucleus estate will be done using mechanical planters, 

and either by hand or mechanically using contractors by outgrower companies.   

 Harvesting of green cane will be done mechanically both on the nucleus estate and by 61.

outgrower companies. With the blanket of leaf litter in the cane fields, there will be a gradually build-up 

of organic matter, protecting the soil from water and wind erosion and improving the carbon content in 

the soils, and reducing greenhouse gas emissions. Such leaf litter improves soil quality and minimizes 

weed growth, resulting in a reduction in the quantities of herbicides and inorganic fertilizers. With the 

development of the trash blanket and no-till techniques, biological weed control will be used, thus 

reducing the need for the application of chemicals. The crop is typically replanted after six to eight 

years, and during replanting minimum tillage techniques will be used to minimize the release of 

greenhouse gas emissions. The cost for replanting is also low using these techniques, and therefore 

can be undertaken more frequently to maintain yields. Large bulk drainage canals and on-farm 

drainage networks are foreseen to ensure the rapid run-off of water and prevent salinization of the 

soils. Large trees and forest patches along roads and field borders will be maintained for the benefit of 

birds and small animals and to contribute natural insect control. To allow for continued movement of 

large animals to and from Saadani National Park, migration routes will be maintained around the 

nucleus estate and outgrower farms. It is also expected that VLUPs will allow for traditional livestock 

movements.  

 The land which is to be developed for sugarcane production is largely unutilised, so 62.

participating households will be able to continue with food production from their current lands during 

irrigation development. Moreover, the sugarcane will be produced by using mechanisation, leaving 

family labour available for traditional activities. If family members are employed in sugarcane 

production, they would receive payment for their labour in line with the norms of the hiring companies.  

Sub-component 1.1: Bulk infrastructure development (AfDB financing) 

 The objective of the sub-component is to develop efficient bulk infrastructure to supply irrigation 63.

water and electricity to the five outgrower villages during the first five years of the programme. Year-

round availability of water and flood protection dykes will climate-proof the investments that outgrower 

companies will undertake. Bulk infrastructure will be constructed in line with the recommendations of 

the Environmental and Social Management Plan (ESMP)
12

, including a ‘no-burn’ policy for land 

clearing and measures to reduce dust emissions during construction activities. There will also be 

measures to manage the social impact of the workmen’ and contractors’ camps, and the disposal of 

solid waste. The design and construction of bulk infrastructure and on-farm development will be in line 

with the national Guidelines on Participatory Irrigation Development
13

, so that future company 

shareholders work with the District and MAFC, and contractors.  Their involvement will ensure that the 

design of bulk infrastructure and on-farm development correspond to their social cultural 

requirements, and includes local knowledge and experience. Their involvement right from the start will 

                                                      
12

 See Appendix 13. Environment and Social Management Plan, prepared by EcoEnergy in April 2014. A Social, 

environmental and climate assessment in projects and programmes review note (SECAP) has been prepared and is 

included in Appendix 12. 

 
13

 Guidelines for Participatory improvement to farmer initiated and managed smallholder irrigation schemes, Irrigation 

and Technical Services Division, Ministry of Agriculture and Food Security, July 2003.  
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enable understanding of the future maintenance requirements and regulations for protection of 

infrastructure.  

 Bulk irrigation infrastructure. The outgrower company farms will be, on average, about 2 km 64.

from the Wami River, so pumps and pipes will be required to convey the water to the edge of the 

outgrower farms. Five pumping stations in the Wami River will be installed and 41 km of conveyance 

pipes will be laid to provide water up to the edge of each outgrower farm. Drainage is needed to 

ensure the evacuation of water in heavy rainfall periods, so an open drainage network of 41 km 

following the natural contour and existing natural drains will be built.  

 Climate proofing. Recent studies have concluded that sufficient water is available in the Wami 65.

River during normal years and wet years, but not during the driest months of the driest years. The 

areas located in or near the flood plain of the Wami River are flooded almost every year during the 

wet season, and are heavily flooded during peak rainfall events. To protect the operations during peak 

flood periods and provide water during drought periods, BASIC will support development of water 

storage facilities of sufficient capacity to ensure continued optimum production during the three driest 

months (October, November and March). Outgrowers will ensure their farm water consumption during 

these periods is optimised with no wastage. The options for the storage are a dam replenished both 

from rainfall and pumping, and/or use of two or more ox-bow lakes, with appropriate works 

strengthening and environmental sensitivity
14

. Any work on the ox-bow lakes must be approved by the 

National Environment Management Council (NEMC). If a dam is chosen, the catchment area will be 

planted with trees and silt protection measures incorporated for the dam. The large conveyance pipes 

from the in-river pump to the facility are included in the costs. To protect the outgrower areas in five 

villages from flooding, a total of 23 km of dykes will be built on the south and the north banks of the 

Wami River ensuring that the water that would normally flood over the floodplain is maintained within 

the river channel before discharge into the sea. The flood protection dykes on the south bank will link 

up with the dyke which protects the nucleus estate on both sides; the north bank dyke will stand 

alone.  

 Supporting infrastructure. Electricity for the outgrower pumping stations in the Wami River 66.

will be supplied by the national power company, Tanzania Electric Supply Company (TANESCO). The 

programme will finance the high voltage lines from the factory to the grid (39 km), the high voltage 

lines from the mill to the outgrower pump stations (47 km), and high voltage lines from the pumps 

stations to the boundaries of the outgrower farmers (19 km), plus a high voltage transformer for each 

of the five pump stations and 13 low voltage transformers, one for every two outgrower farms. The 

power lines will connect the two out of five of the outgrower villages that are not currently connected 

to the electricity grid. Fibre optic cabling will be laid along with the power lines. Since there are no 

suitable roads linking the outgrower villages to the mill, 61 km of all-weather climate smart murrumed 

haulage roads will be developed, together will a dual-carriage bridge across the Wami River between 

Mwatipwilli and the nucleus estate. The borrow pits for the roads will be strategically located to 

harvest rain water runoff from the roads and provide a source of water for supplemental irrigation or 

livestock watering.  

 Procurement. The GOT has agreed to delegate EcoEnergy as procurement agent for the 67.

procurement of the design services, equipment purchase, and construction of civil works for the 

outgrower programme. This will ensure land preparation and construction standards up to those of the 

nucleus estate (for the dyke and haulages roads) as well as compatibility with the irrigation 

equipment, timely sequencing and completion of infrastructure works. It will also facilitate shared 

spares stockholding, operation and maintenance for pumps and other equipment. EcoEnergy will 

ensure that designs take account of the climatic extremes that occur.  

 Additional water storage and bulk infrastructure operation and maintenance. (IFAD initial 68.

financing, then farm companies). A fully privatised entity for the administration, operation and 

maintenance of the bulk infrastructure will be established, and equipped with an office, staff and 

                                                      
14

 Funding for additional water storage has been included by IFAD and the facility(ies) will be financed in parallel.  
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equipment. Its administrative responsibilities will include the collection of water orders from the 

outgrower companies, payments to the Wami-Ruvu Basin Water Office (WRBWO) for water used and 

to TANESCO for electricity, the collection of water fees from farm companies, and the safekeeping 

and operation of a capital savings account for equipment repairs and replacement. Its operational 

responsibilities will include: establishment, capacity building and mentoring of outgrower companies 

which are considered irrigator organisations
15

; the timely delivery of water to the farm boundary of 

outgrower companies; ensuring the filling of the water storage facility during wet periods and 

managing the release of water from the water storage facilities during dry periods, and control of 

water meters at the farm companies. Its maintenance responsibilities will include maintaining the dam 

wall of the water storage facility; monitoring and maintaining afforestation of the water storage 

catchment areas; and maintenance of the dykes, haulage roads, drainage canals and pump stations. 

IFAD will cover the establishment costs for the operations and maintenance entity. EcoEnergy will 

train the staff of the bulk infrastructure operations entity and provide technical backstopping during the 

life of the 4Ps. The entity for the management of the bulk infrastructure will be established as bulk 

infrastructure is contracted and built, so its key staff can be trained as the infrastructure is put in place. 

IFAD will finance its establishment, and will fund its operation cost until farm companies are 

operational and are able to internalize their share of the costs.
16

 

 Cost recovery and sustainability. Farmers will pay a fee to cover the full cost of providing 69.

water up to the farm company boundaries. By PY5, when the first outgrower companies will start 

operations, they will pay a pro-rata fee which will be equal to what they would pay if all companies 

were operating. When half of the 24 outgrower companies have been established, the companies will 

determine how the entity should be operated in the long term.  

Sub-component 1.2: Establishment of outgrower companies and on-farm development (IFAD 

financing and commercial loans from banks)  

 The aim of this sub-component is to establish technically and financially sound irrigated farms 70.

for outgrower companies and empower them profitably to produce sugar cane. The currently identified 

future irrigated area in each village is: about 1,150 ha in Mwatipwili; about 500 ha in 

Kiwangwa/Mwavi/Bago and about 850 ha in Gama, for a total of 2,500 ha. Also under consideration 

are another tentative 500 ha in Mkoko, about 10 km from the nucleus estate, should some farmers in 

the current five villages decide not to participate, to reach the goal of 3 000 ha.  

 Physical targets. The shareholder composition of outgrower companies will be self-selected, 71.

in line with the socio-cultural affinities of the target communities. While there will not be a mandated 

minimum company area, farms smaller than 125 ha will face challenges to purchase and efficiently 

use the required complement of machinery, and will therefore face difficulty achieving financial 

viability
17

. If some smaller farms are preferred, consideration will be given to them being established 

using a model with hired farm services provision.  

Integrated approach to capacity building 

 The programme will empower the participating communities who are now subsistence farmers 72.

working individually to become members of sugar cane outgrower companies. They will participate in 

the supervision of farm construction, and then manage them on a fully commercial basis, while 

ensuring that their investments are climate resilient and their production is climate smart. Initial 

                                                      
15

 The term water user association (WUA) is often used to refer to the organisation of users of an irrigation scheme.  In 

Tanzania, these are called irrigator organisations, while water user associations are defined to include a wide diverse 

group of water users, managing allocation of water at the local level and mediating disputes. 

 
16

 See in Appendix 4 (Detailed programme description), Attachment 1. Bulk infrastructure operation and maintenance 

for a detailed description and costing. 

 
17

 See Appendix 10. Financial and economic analysis for a comparison of the costs of smaller and large companies and 

their financial viability. 
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capacity building work was started in 2011 by EcoEnergy, and will be continued with programme 

support. Capacity building will involve a range of participants, including one long-term specialized 

service provider to deliver an integrated package of training, the relevant technical departments of the 

Bagamoyo district administration, and farmers training other farmers.  

 As the programme progresses over time the role and responsibilities of these actors will also 73.

evolve. Throughout the capacity-building processes, as well as for the investment and operation of 

outgrower farms, the principles of Free, Prior and Informed Consent (FPIC) will be adopted. For 

outgrower development, a long-term service provider will be recruited to continue the capacity-

building process already commenced. Activities will be delivered in Kiswahili and local languages. 

During the first four years when the first outgrower companies are being established, the service 

provider will be responsible for initiating the capacity building programme, preparing appropriate 

training materials and mobilizing and mentoring the companies. This will be done under the overall 

supervision of the PCMU, with the participation relevant district staff.  

 During the initial years the relevant district staff will be progressively more involved. Their 74.

institutional capacity will be developed through on the job training, as well as through provision of 

specialized training and equipment, supported by allowances for incremental operating expenses. 

From year four the district staff will be able to undertake an important share of capacity building 

activities, with the service provider providing overall mentoring and support. By this time, the first 

outgrower companies will have been established and have acquired some operational experience. 

From this point onwards, representatives of these companies will become involved as trainers in 

farmer to farmer training programmes, training and supporting newly established outgrower 

companies, as well as those established in the wider community. As a result of the more active 

engagement of both district staff and farmers in the capacity building activities, it is expected that the 

role of the service providers evolves over time from active preparation and implementation of the 

capacity building activities to providing mentoring and back-up support, and M&E. 

 On-farm development. Building upon the pilot experience already gained in working directly 75.

with the concerned communities, company formation is expected to take 24-36 months, while farm 

development will take 9-12 months, and cane will be ready to be harvested after 12 months. Intensive 

capacity building will be needed for each company for five to six years. Mobilization will proceed in all 

five villages simultaneously so that no village feels left behind. The pace of company formation will be 

flexible and will depend upon the readiness of the communities to become legal entities. Programme 

planning is based on construction starting for three companies in PY3, six companies in PY4, eight in 

PY5, and seven in PY6, reaching a total of about 24 companies at full development. The target area 

developed in each respective year would be about 375 ha, 750 ha, 1,000 ha, and 875 ha, for a total of 

3,000 ha. The first green cane would be harvested by the end of PY4. 

 The final size of each company will be determined by the farmers themselves, as will be the 76.

areas cropped and the selection of crops, based on the type of irrigation investment and financing 

required, and the estimated returns. The development of on-farm investments will be timed to coincide 

with the development of the bulk infrastructure. On-farm company investments costs are 

US$8,400/ha, which compares favourably with the regional average of US$10,000/ha for the industry, 

and will cover: 

 Civil works for land preparation, including land clearing, stump removal, ploughing, 
construction of on-farm drain networks and farm roads, and bringing power from the farm 
boundary to where it is required (US$2,000/ha).  
 

 Irrigation development for the installation of pipes and irrigation equipment, farm-specific 
water storage and electrical pumping stations, the construction of a farm office, agrochemical 
storage area, shed(s) and fencing. Each company will have an electricity meter installed by 
TANESCO and a water meter linked to the bulk infrastructure for the payment of water 
charges. Piped water will be provided to the villages, and individual households may pay for 
their connection (US$3,000/ha).  
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 Farm equipment for each farm including the purchase of farm equipment includes a tractor, 
tip trailer, accessories for no till cropping, and other miscellaneous equipment (US$1,500/ha).  

 

 Crop establishment for ridging, the purchase of seed cane from EcoEnergy, herbicides, 
fertilizer and planting (US$1,900/ha). ` 

 
 Financing strategy. There are three types of investment costs for outgrower companies for on-77.

farm development: (a) civil works, (b) medium-term credit (seven to eight years) for irrigation and on-

farm equipment, and (c) three year credit for sugar cane crop establishment. Farm companies will 

prepare detailed business plans, so farmers will clearly know their investment and fixed and variable 

operating costs. IFAD will finance on-farm civil works on behalf of the outgrower companies, and the 

full amount will be reflected on each company’s balance sheet as their equity share. Farm companies 

will contribute 10% in-kind to civil works. Loans from the commercial banking system will finance the 

investment in irrigation and on-farm equipment together with an IFAD grant financing contribution to 

cover the incremental costs of the purchase of climate-smart equipment and the application of 

climate-smart technologies. The three year crop establishment credit will be fully financed from 

commercial banks. The green cane supply agreements signed with EcoEnergy will be the collateral 

provided to the commercial banks by the outgrower companies. The banks will retain ownership of the 

irrigation and farm equipment financed until loans are fully repaid. The contribution of farm companies 

to on-farm development after their loans have been fully repaid, including their in-kind contribution to 

civil works, will be almost 80% of the investment cost. Once initial loans for irrigation equipment and 

cane establishment are repaid, farmers are free to decide whether or not to continue growing 

sugarcane, or shift to other irrigated crops. This option will put pressure on EcoEnergy to ensure that 

the price paid for cane is competitive with what farmers can earn from other crops.   

 Implementation timing. An implementation flow chart has been prepared and included in 78.

Appendix 4 to show the key milestones and dates to illustrate the expected sequence of BASIC 

activities and investments. The execution of on-farm development by the outgrower companies will be 

coordinated with the development of the bulk infrastructure and the rainy seasons in Tanzania. 

Outgrower companies will begin to establish themselves right from the start of the programme. The 

contracting for civil works for company on-farm development will be phased to coincide with the 

completion of bulk infrastructure development so that water is available when farms are ready to plant 

cane18.  

 Outgrower company establishment. The objective is to empower smallholders who are now 79.

subsistence farmers working individually to group themselves and become members of cane 

outgrower companies able to supervise establishment of their farms, and manage and operate them 

on a fully commercial basis. BASIC will provide the required incremental investments to ensure 

climate proofing of the outgrower farms and that their production is climate-smart in line with 

international best practices. Social inclusion of women and youth will be a cross-cutting training 

theme, together with messages about behaviour change and the stigma linked to HIV/AIDS. 

 The outgrower villages will go through a multi-stakeholder participatory planning process to 80.

establish their outgrower companies and vision. This process, with critical milestones, will be broken 

down into following steps: village land use planning, group formation for production activities, 

preparation of company farm and business plans, company/group registration, formation of irrigators 

organisations, making agreements, inviting tenders for on-farm development and irrigation and farm 

equipment, farm establishment, irrigation development and equipment purchase, and crop 

establishment and farm operation
19

. Each step contains a number of activities, and some steps and 

                                                      
18

 See in Appendix 4 (Detailed programme description),  Attachment 3. Timetable for bulk infrastructure and outgrower 

implementation. The PCMU will play a leadership role to ensure the coordination for the completion of bulk 

infrastructure and the provision of water and electricity to the individual companies.  

19
 See Appendix 4 for a detailed description of how climate-smart farm management plans will be developed, as well as 

outgrower business plans to obtain bank financing and the other agreements that outgrower companies will be signing. 
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activities will be implemented in parallel, others in sequence, and with specific achievement 

milestones, such as obtaining a company CCROs, a company tax registration number, or a bank 

loan
20

. 

 Based on the village land-use plan and the village land ownership map, sensitization of 81.

community members will be undertaken. This will be followed by training on group formation, 

leadership and membership, conflict resolution, entrepreneurship, gender awareness, financial 

literacy and business management. Once the group is established, it will be supported to develop a 

common vision for future development. At this point they will be mentored relative to the need to 

obtain customary CCROs for the area to be covered by the farm. Shares will be allotted according to 

individual subscription. Company formation will be driven by the need to become a legal entity to 

operate as a business and form an irrigator organisation. Mentoring will be provided for social 

inclusion of youth and women.   

 It is estimated that there will be about 50 to 70 participating households per company, each 82.

holding an average of 1.4-2% shares of the total company.  The company land area will be operated 

as one unit. To avoid elite capture, no one individual shareholding can exceed 5% shareholding, and 

each shareholder will have an equal vote for operation of the company irrespective of size of 

shareholding. Earnings will be paid out based on the size of the land provided to the company. 

 Governance.  As companies are formed, the long-term capacity building service provider will 83.

provide technical backstopping for outgrower company governance and participate in company board 

meetings with no vote or authority. The companies will also be trained in their broader governance 

responsibilities, including selecting representatives to be part of the board managing the infrastructure 

operations entity.  

 Business plans: As the new outgrower companies are developing their farm plans, the 84.

members will be trained in financial and business skills, and then mentored to develop their bankable 

business plans. Capacity building will focus on building understanding about the institutional, staffing 

and financial skills needed to run and manage the farm, the capital investment costs, overheads, 

operating costs, expected income and risks. Based on the specific choices made by the companies 

for crop production, type of company to be established, decisions about overhead costs and operating 

expenditures, each company will develop their own detailed financial model which will be the basis for 

requesting loans from banks for irrigation development and equipment purchases, and crop 

establishment. The companies will also be trained in the sugar cane pricing formula and the cane 

supply agreement.  

 Cane supply agreement (CSA). The CSA will spell out the business agreement between the 85.

outgrowers and the mill, and sets the tone and value systems that underpins the relationship. Each 

company will conclude a CSA with EcoEnergy, detailing terms and conditions under which the 

outgrower company will be delivering green harvested cane to the mill, and price to be paid, using a 

formula called the “division of proceeds” (DOP). The agreements will be prepared both in English and 

Swahili in terms easily comprehensible to both parties, with scope for modification as needed. The 

main features of such an agreement are: a DOP which includes all products processed from cane (i.e. 

not just sugar), transparent derivation of the DOP, with outgrowers being able to verify the parameters 

and calculations, and sharing of information by both parties
21

. 

 Outgrower company management. Capacity building will assist the companies to establish 86.

themselves and be legally registered. Each company will have a board, with a chairman and six 

members. Each company will recruit a farm manager, one clerical staff, and two skilled staff for tractor 

driving and pump operation. These salaries are included in company overhead costs. In addition, 

shareholders members will be able to work on their farms if they are recruited according to the 

                                                      
20

 See in Appendix 4,  Attachment 4. Options for the legal establishment of production groups, and Attachment 5. 

Outgrower capacity building activities and milestones. 

 
21

 See in Appendix 4, Attachment 8. Principles for the cane supply agreement for a discussion of what they contain.  
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company rules. It is estimated that each company will generate 37-45 seasonal jobs. The farm 

management team will be responsible for the operation of the farm, and operation and maintenance 

costs have been included in the sugar cane financial model. 

 Company accounting and reporting. The capacity building investment will assist company 87.

members to acquire financial skills and develop suitable internal company controls
22

. Companies will 

be expected to prepare monthly balance sheets showing their loan liabilities, their operating costs and 

payments from EcoEnergy. Each company will be expected to provide a six-month and annual report 

on their physical and financial status to their members and to the programme. The companies will be 

taxed in line with the laws of the Government of Tanzania. 

 Capacity building and mentoring. Building upon the experience gained since 2011, the 88.

programme will provide intensive village level capacity building, produced and delivered in Kiswahili. 

There will be three village level teams, supported by a senior national team, with regional technical 

backstopping from experts in sugar cane cropping, outgrower development, water management, 

environmental conservation, farm management, safety procedures, and other areas as needed. The 

capacity building team will be responsible for preparing appropriate training and communications 

materials, testing them, interacting with the villages, forming groups, mobilizing the companies, 

training them and assisting them in initiating the procedures to get companies legally recognized, 

which will be followed up by the Bagamoyo district administration and the programme. The training 

effort will be more intensive during the first five years, as outgrower companies are established, farms 

laid out, business plans prepared, banking financing requested, farms established and irrigation and 

farm equipment procured, and the first cane crop planted. When outgrower companies are running, 

capacity building will gradually be phased out, while providing refresher training. The capacity building 

activity will be procured as a complete package, through international competitive bidding, aimed at 

regional service providers, for a three year period, with renewal upon satisfactory performance. 

 Irrigator organisations. A key part of the programme's capacity building strategy will be the 89.

development of effective irrigator organisations at farm level. The shareholders in each outgrower 

company will form an irrigators organisation and will be responsible for managing on-farm company 

water distribution in line with the required norms and regulations. Each company will have a sub-

committee to take responsibility for farm water management and interact with the bulk infrastructure 

entity for the company’s water requirements.   

 Support to sugar institutions. As implementation proceeds, it will be important for the 90.

programme and outgrower companies to build linkages with the institutions operating in the sugar 

sub-sector. Funds have been allocated for policy work by the Sugar Board of Tanzania, field research 

trials by the Sugar Training and Research Institute, and a budget contribution to the Tanzania 

Sugarcane Growers Association. 

 Environmental monitoring. An environmental audit for the outgrower component will be 91.

undertaken every two years. NEMC and the Bagamoyo district administration will review 

implementation of the Environmental and Social Management Plan (ESMP) drafted by AfDB 

annually
23

. This will cover the ESMP implementation for the farm companies. 

COMPONENT 2. CLIMATE RESILIENT COMMUNITY DEVELOPMENT 

 Component objective. The objective is development of sustainable livelihood diversification 92.

and employment opportunities for the wider community of farmers, pastoralists and other rural groups 

in Bagamoyo district residing within 40 km radius of the nucleus estate which otherwise would have 

been by-passed. Under the component, the surrounding villages located in the rainfed areas will 

benefit from climate-smart infrastructure investments such as catchment and homestead rainwater 

harvesting technologies, while receiving support to form agribusiness and small and medium 

                                                      
22

 See Appendix 7 (Financial management), paras. 20-22 for a discussion of outgrower company accounting systems 

and controls.  

23
 See Appendix 13. Draft Environmental and Social Management Framework. 
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enterprises using climate-smart enhanced technologies, such as drought tolerant varieties and 

improved agronomic practices, to increase their productivity and create value added. The aim is to 

establish about 22 profitable agribusinesses and 500 SMEs that use climate-smart techniques to 

achieve increased stable production and incomes for communities further away from the Wami River. 

Farmer groups will be empowered either to run their own farm business or to group themselves and 

combine their assets to become agri-business companies operating on a fully commercial basis, while 

ensuring that their production is climate-smart and sustainable. The key enabling investments will be: 

(i) village level land-use planning and subsequent issuing of CCROs; (ii) capacity building for target 

groups to build their knowledge base for sustainable growth; and (iii)  support for engaging in modern 

commercial agriculture and livestock development using climate-smart technologies. Together, these 

investments will trigger the rural transformation process required to support their economic 

development while enhancing incomes, assets and wealth creation in the district.  

 Increased demand for food. The investment by EcoEnergy and by the sugarcane outgrowers 93.

will create a new dynamic in the Bagamoyo district economy. Paid employment by the EcoEnergy 

sugar mill, the nucleus estate and the outgrower sugar farms, together with the earnings of outgrower 

shareholders will drive an increase in demand for food production and purchasing power. About 

5,000-6,000 people will directly benefit from employment creation on the nucleus estate, while 

additional 2,000-3,200 households will be receiving income from their companies. Because these 

households will have higher than average cash incomes, their food demands will move beyond basic 

subsistence, while existing dietary preferences will remain in place. There will thus be substantial 

incremental demand for maize, sesame (and oil), pulses, seasonal fruit and vegetables, milk, 

chickens, eggs and beef and the products of associated value chains. Increasing demand for these 

commodities in Bagamoyo district will provide a competitive advantage to producers located there, 

while creating numerous new opportunities in these value chains. Activities such as meat, grain and 

oilseed processing, crop inputs supply, and produce aggregation, storage and transport will all receive 

a boost in demand. This increase in economic activity provides a major opportunity in the wider 

community to develop viable market synergies within the district.   

 Climate-smart rainfed farming systems. The programme will assist farmers engaged in 94.

rainfed production to cope with the season to season, and within season rainfall variability, to improve 

the current level of production and build livelihood resilience and adaptive capacity for the future. 

There are many proven sustainable land management practices that can provide the basis for climate 

resilience, maintaining and improving soil health, and enhancing sustainable natural resources 

management. Some, such as intercropping, agroforestry and mulching, are already being used in the 

rainfed farming systems in the programme area, reflecting the willingness of some farm households to 

change and adapt to changing circumstances. Other practices which BASIC will introduce in the wider 

community include: contour vegetative strips; techniques for integrated soil fertility management, 

including composting (and not burning) crop residues; incorporation of nitrogen fixing legumes 

(cowpeas, groundnuts, etc.) into the cropping system; crop rotations to improve soil resilience and 

reduce risks; use of improved varieties and cultivars; judicious use of pesticides, fungicides and 

herbicides; efficient use of irrigation water; use of improved livestock breeds; use of improved 

livestock husbandry and health management; and the application of non-exploitative livestock 

husbandry and management.  

 Each of these measures is considered a good agricultural practice, and when two or more are 95.

combined they increase the adaptive capacity/resilience of the agricultural system to cope with 

climatic extremes (both drought and flood conditions) and greatly enhance the productivity and 

profitability of the farming system. For example, timely crop establishment practices when combined 

with appropriate integrated soil fertility management ensure better rooting systems, while chemical 

weed control aids in water conservation and reduces competition for available nutrients – resulting in 

crops that have greater ability to withstand both drought and floods, while raising productivity and 

profitability. These climate-smart techniques will underpin the programme approach for promoting 
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agribusinesses, together with village land-use planning and infrastructure development, which is 

expected to lead to climate-smart villages
24

. 

Table 2. Characteristics of climate-smart villages 

Climate-Smart villages activities 

Knowledge-

Smart Water-Smart Carbon-Smart Nitrogen-Smart Energy-Smart Weather-Smart 

Capacity in 

climate-smart 

strategies, both 

technologies  and 

responses; 

Market 

information 

Off-farm risk 

management 

Aquifer recharge 

Rainwater 

harvesting 

Community 

management of 

water 

On farm water 

management 

Agroforestry 

Conservation 

tillage 

Livestock 

management  

Community 

seed/fodder 

banks/tree 

nurseries 

Site specific 

nutrient 

management 

Precision 

fertilization 

Catch 

cropping/legumes 

Biofuels 

Fuel efficient 

engines 

Alternative energy 

Residue 

management 

Minimum tillage 

Weather Forecast 

ICT-based agro 

advisories 

Index-based 

insurance 

Climate 

analogues 

 

Sub-component 2.1: Village planning and climate smart investments (IFAD financing,  ASAP 

grant) 

 Sub-component objective. Villages and individual households are reluctant to invest in 96.

climate-smart agriculture until they have achieved land tenure security. The sub-component will 

enable all targeted 27 villages to initiate climate-smart village development planning, and to obtain 

recognised land titles, giving the villages and individuals tenure security for investing in conservation 

and productivity enhancing measures for rural livelihood activities. The programme will support the 

process of village land use and development planning, obtaining village land certificates, establishing 

Village land registry offices and issuing individual customary land titles. The sub-component will also 

provide co-financing for village public investments that are required to underpin business 

development, as well as the introduction of community and household-level technologies to reduce 

women’s and children’s labour burden. 

 Village land use and titling. For all of the 27 villages, the programme will support boundary 97.

surveys and adjudication according to the mandated national participatory process, to enable villages 

to obtain their village land certificates and establish their village land offices. Once this step has been 

successfully completed, villages will be able to issue CCROs to individuals or agribusiness companies 

so they have tenure security as a first step to accessing programme-supported financial incentives 

and investments
25

. 

 Village development planning. All 27 villages will be supported by the District facilitation team 98.

and capacity building service providers to develop climate-smart village land-use plans (VLUPs) and 

their village development plans (VDPs) using existing village institutions such as the Village 

agricultural and environmental committees. The resultant village level plans will contribute to future 

District Development Plans. Capacity building will focus on mainstreaming climate-smart investments 

and livelihood activities into village planning, while also training on inclusion for women, youth (both 

men and women), and resettled and vulnerable households. This will enable formal land titles to be 

provided collectively or individually to these target groups. Training themes will also include 

addressing the stigma associated with HIV/AIDS. VLUPs will define the use of space by the villages, 

while the VDPs will identify the infrastructure investments the villages have prioritized, as well as the 

production activities and the land and other assets which will be used for these activities. Setting 

goals and village development planning will include visioning for improving village infrastructure and 

                                                      
24

 See Appendix 4, para. 46 and its accompanying table for more information about climate-smart villages.  
25

 All land titling activities will be carried in line with the Guidelines for participatory village land use planning, 

administration and management in Tanzania, Second edition, National Land Use Planning Commission, April 2013. 

Also, see Appendix 4, paras. 43-54 for details about the land titling process. 
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development of agribusinesses and enterprises, as well as establishing internal village rules for 

sanitation, solid waste disposal as well as conflict resolution. 

 Climate-smart village investments. There are three types of village investments: village 99.

infrastructure investments, household technology grants, and climate-smart field demonstrations.  

There will be two types of village investments, one for larger scale village public good infrastructure 

investments, and the other for individual households. Larger village public good investments will be 

determined by the villages themselves during village planning and can include: provision of clean 

domestic water; small-scale village dam construction and protection; small-scale alternative power 

generation; public livestock facilities such as livestock water, dip-tanks, animal handling centres; 

village waste management facilities; village marketing facilities; shared grain sheds and inputs storage 

warehouses; and community and riverine afforestation. Villages will make in-kind contributions (10%) 

and will be mentored to develop operation and maintenance arrangements for the management of the 

infrastructure (such as dam committees or community forest user associations), and cost recovery 

mechanisms to pay for repairs and replacements. Climate-smart community and household-level  

technology investments through ASAP cofinancing will focus on labour reducing climate-smart 

household technologies, such as rainwater harvesting and fuel efficient stoves, alternative energy 

sources and improved household sanitation linked to homestead gardens. 

 Climate-smart field demonstrations. MAFC has identified a number of climate-smart 100.

interventions for up-scaling in the country
26

, and these interventions form the basis for the district and 

the PCMU to develop a programme of demonstrations for climate-smart agriculture and livestock 

technologies suitable to the programme area. These will include making provision for mutually 

beneficial arrangements between sedentary farmers and currently transient livestock keepers. In 

general, a Farmer-Field School approach will be adopted for these demonstrations. Field 

demonstrations will be focused on the areas for future agribusiness development and will be tailored 

to the site specific characteristics and farmer preferences. This will include: irrigated agriculture 

(where there is access to water), conservation agriculture (CA), and integrated CA and zero/reduced 

grazing livestock production.  

 There will also be demonstrations on the use of solar power supplies and biogas as cost-101.

effective approaches for grain drying and small-scale dairy producers and milk collection centres. 

Programme support will facilitate access to specialized service providers and link agribusinesses with 

relevant support agencies to ensure that climate risk management is incorporated into the institutional 

learning and services they provide to clients. Participatory evaluations of the above demonstrations 

will provide farmers with first-hand experience of new technology options (crops, varieties and 

practices). They will also allow farmers to select a combination of technologies for testing under their 

own management conditions on their farms. The trials will also be used for hands-on training in 

integrated crop and livestock management, and guide the implementation of commercial investments 

in the villages. ASAP will provide incremental co-financing to demonstrate the technical and 

commercial viability of new technologies and equipment responding to environmental and climatic 

challenges and exploring marketing arrangements required to take the most appropriate interventions 

to scale in the district. 

 Capacity building and training. Training in climate-smart practices will start at the village 102.

land-use and development planning phase, to build knowledge within communities about the risks of 

climate change and the practices which accelerate environmental degradation. The programme will 

support capacity building initiatives related to building knowledge about climate change and the 

consequences of inappropriate agricultural and livestock practices on the natural resource base, and 

the decisions and actions that villages and households can take to protect themselves against 

climate-related adversity. These activities will be closely linked to programme-supported activities 

carried out by the district for climate-smart farm and livestock demonstration trials and to support 

villages to become resilient to extreme climate events. 

                                                      
26

 See in Appendix 4, Attachment 7. MAFC priorities for climate-smart agriculture. 
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Sub-component 2.2. Climate-smart business investments (IFAD financing, ASAP grant, 

commercial banks and farmers) 

 The aim of the sub-component is to enable all the 22 villages further away from the Wami River 103.

to engage in viable modern agriculture and livestock production activities using climate-smart 

equipment and technologies, so they produce marketable surpluses to raise household and village 

incomes. About 22 agribusinesses and 500 small-medium enterprises will be supported fulfil the 

demand for food and other services from the nucleus estate, outgrower villages and surrounding 

areas, together with the required capacity building and facilitation for development of inclusive 

business proposals. 

 The programme will use an integrated approach for addressing the needs of households of all 104.

villages not involved in outgrower sugarcane production depending on their location, with a focus on 

conserving existing natural resources and strengthening village and household resilience to uncertain 

weather and climate changes. In support of the agribusinesses established, complementary small and 

medium enterprises will be also supported, building viable value chains that meet emerging local and 

regional market demands. It is probable that the inner circle villages, with larger populations and 

greater access to demand, would each be able to develop five or more large climate-smart 

investments, and possibly up to 50 small and medium investments. The outer circle villages would 

likely have one or two larger investments, and up to 20 smaller investments, reflecting their lower 

population and lesser access to new markets due to additional transport and access costs.  

 With ASAP co-financing, BASIC plans to incorporate climate risk management in the planning 105.

and implementation of supported agribusiness investments through the promotion and demonstration 

of climate resilient practices, structures and innovations. These innovations will range from promoting 

crop varieties with crop maturities periods better suited to the changing growing season lengths to 

demonstrating the use of solar power supplies and biogas as cost-effective approaches for grain 

drying and small-scale dairy producers and milk collection centres to enhance the storage life and 

quality leading to improved milk prices and incomes. ASAP funds will facilitate access to specialized 

service providers and link agribusinesses with relevant support agencies to ensure that climate risk 

management is incorporated into the institutional learning and services they provide to clients.  

 Agribusiness development. There are two main production options available for farmers in 106.

the areas further away from the Wami: rainfed conservation agriculture and integrated agriculture and 

livestock production, with cattle or small ruminants. Both options are suitable for application of 

climate-smart techniques and have options for crop diversification that will raise productivity and 

profitability. When required, the programme will support the mobilization of villagers into groups of 

households where they may ask villages to provide them with village lands for agribusiness activities, 

so they can achieve economies of scale and justify the cost of mechanization. This will raise land and 

labour productivity, using climate-appropriate technologies. The villages will go through a planning 

process to establish their enterprises, including group formation for production activities, preparation 

of farm and business plans, company/group registration, making agreements, tendering for farm 

equipment, and crop establishment and farm operation. The groups will be also mentored for 

borrowing from commercial banks. Only business activities demonstrating long-term commercial 

viability will receive programme support.  

 The individual SME business activities will be aimed at enhancing the impact of agribusiness 107.

development in the wider community. Some of the individual activities associated with conservation 

agriculture crop production could include: maize and oilseed processing; crop inputs supply; and 

produce aggregation, storage and transport. Some of the individual activities associated with zero 

grazing production might include: milk collection and processing centres and milk packaging; small 

abattoirs; butcheries; veterinary services; cold storage facilities; and livestock feed supplement and 

animal health product supply. Other activities could include: tree nursery operation, commercial 

woodlot establishment and production for timber and charcoal. Programme support for agribusiness 

investments will be piloted in early years and adjusted in light of the experience gained.  
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 Financing strategy. The approach is to provide technical support and training as well a 108.

incremental financing for equipment and techniques which are climate-smart to leverage borrowing 

from the commercial banking system to finance climate-smart agribusiness development in the wider 

community. The financing process will be similar to that for outgrower companies. Agribusiness 

companies will prepare detailed business plans showing their investment and variable costs. There is 

only one type of investment, which is medium-term financing for equipment and materials. 

Commercial banks will be the only source of financing, plus a climate-smart financing grant 

contribution from the IFAD loan to ensure that the incremental costs associated with the climate 

proofing of agribusiness operations are covered in the business plans. The IFAD loan funding will be 

key to support the low carbon investments/green growth strategy that may not show short-term 

financial benefits but will contribute to longer-term adaption to and mitigation of climate change. 

Individuals may participate in only one agribusiness company and one enterprise. 

 All business plans will be assessed by experienced service providers and BASIC programme 109.

staff for compliance with programme technical, environmental, financial analysis and vetted by the 

BASIC PCMU before final approval and submission to interested financial institutions. The financial 

institutions will independently evaluate the business proposal using their own commercial assessment 

criteria. Financial institutions will be responsible for loan recovery and will assume the full financial 

risk. Given the commercial focus, while businesses will use climate-smart technologies, these 

investments will be financed under the IFAD loan and commercial banks. The credibility of the 

business plan development process generated with BASIC facilitation will have to be established to 

build the relationships with commercial financiers. This will be achieved by focusing primarily on the 

quality of the business plans, support for their implementation, and managing participatory M&E as 

the basis for improving the business plan development, review and implementation processes.  

 The financial sector partnership will be key to the sustainability and scaling-up of the 110.

programme's economic benefits in the wider community. It will ensure that businesses can grow and 

advance to commercial scale based on expanded finance from commercial banks and the private 

sector well beyond the programme’s timeframe and financial resources. In line with IFAD Private 

sector strategy, BASIC will support private sector investment promotion and incentives aimed at 

establishing 4Ps. Component 2 has been designed to align scalable 4Ps capable of leveraging 

commercial borrowing and other private sector resources for inclusive agribusiness investments. 

Potential 4Ps will be identified and assessed on their commitment and capacity to provide stronger 

market linkages and inclusive business development services to BASIC target groups in the wider 

community. Along the pathway, the private sector will be the driver of improved efficiency and 

increased investment after programme closure. BASIC support will also enable smaller or less 

developed SMEs to participate in the process starting from entry levels so they can advance to higher 

levels of value addition when they have matured their technical and business capacities.  

 IFAD loan grant financing will be addressing climate issues not typically included in a loan 111.

assessment process, thus an important activity for the programme will be to sensitise the lending 

organisations to gradually internalize the full cost of climate resilience investments which make good 

business sense as a part of the overall investment package and longer time horizon required to 

ensure investment sustainability.   

 Capacity building. The approach for capacity building will be similar to that for outgrowers, 112.

and activities will include group mobilization and company formation, business development, financial 

management and company mentoring. Different  technical skills will be needed for rainfed agriculture, 

livestock development and agribusiness development.  A long-term capacity building service provider 

will be recruited to work closely with the PCMU and the district teams. The capacity building team will 

be responsible for identifying and developing site-specific climate smart training and communications 

materials in local language, testing them, interacting with the villages, mobilizing and forming groups, 

and mentoring and training them in the agreed topics. The capacity building activities will be procured 

as a complete package, through international competitive bidding, aimed at regional service providers, 

for a three year period, renewal upon satisfactory performance. 
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 Household mentoring. Households will also be individually mentored in line with IFAD’s 113.

household mentoring methodology
27

. This will assist in understanding how families organise 

themselves and share their earnings, enabling effective support for their training and coaching in 

climate-smart strategies. As a result they will be able to: (a) ensure better gender equity in division of 

labour and earnings; (b) include youth and women in household business plans; (c) plan production 

and harvesting with timely climatic information; (d) develop skills and resources to produce improved 

crops; (e) use sustainable land management techniques to reduce seasonal crop production risks; 

and (f) reduce post-harvest losses. 

Sub-component 2.3: Institutional strengthening (IFAD financing) 

 The objective of this sub-component is to strengthen the institutional capacity of elected 114.

Bagamoyo district representatives and technical services to provide training and guidance to villages 

for sustainably managed economic growth, as well as strengthening MAFC and WRBWO. 

 Bagamoyo District. The technical departments of the Bagamoyo district administration which 115.

will be carrying activities in support of the programme are: the Land Use, Agriculture, Livestock 

Environment and cleansing, Forestry and beekeeping, Community development, Gender, HIVS/AIDS, 

Procurement and Finance. These district departments will therefore be strengthened through 

provision of training, logistical support and equipment to carry out their expected role in programme 

execution. Elected representatives of the District (Ward Councillors and District Council leadership) 

will be fully informed of the programme, its climate-smart objectives, the expected investments, the 

mechanisms to ensure equity of investment outcomes and social inclusion through annual workshops 

and field visits. The programme will strengthen the Departments through the provision of computers 

and office equipment, vehicles, training and technical backstopping, funds for field work and vehicle 

operation and maintenance. In addition to specific training, all of these departments will receive on the 

job training through collaboration with service providers in providing training and capacity building to 

all 27 communities served by the programme. 

 Other institutions. MAFC headquarters will receive funds for the preparation of climate-smart 116.

guidelines for districts on conservation agriculture and other climate-smart practices, and 

communications about climate change. It will also receive support for policy work related to its 

advocacy role for 4Ps, communications for developing messages and building public awareness 

about the programme, and allowances for programme supervision and monitoring. WRBWO will 

benefit from strengthening of hydrological monitoring equipment and capacity building to improve 

skills to improve future climate predictions. It will also benefit from capacity building and strengthening 

of the district network of Water Users Associations to better balance requests for water with its 

availability, and to enforce regulations relative to water abstraction. 

 Lessons learned and adherence to IFAD policies D.

 The lessons learned on the implementation of PPPs as analysed by FAO and the World Bank, 117.

and the knowledge IFAD has drawn from supporting the implementation of the ongoing 4Ps for 

Vegetable Oil Development Project in Uganda and the Lower Usuthu Smallholder Irrigation Project in 

Swaziland have guided the design of programme activities. Especially valuable is the experience 

gained from the latter, which supports the development of irrigated sugar cane by smallholders 

mobilized in companies. A further valuable insight, gained from observations of 22 IFAD-financed 

projects for smallholder irrigation schemes throughout Africa, is the need for full cost recovery, 

including costs of depreciation and significant maintenance. Failure to recover such costs is one of the 

main causes of failure of irrigation projects
28

. 

 As a 4Ps, the financing of BASIC represents a fundamental change in how IFAD, AfDB and the 118.

GOT will promote smallholder rural development in Tanzania. The programme will have a private 

sector driven approach based on efficient and timely delivery of goods and services, and 

                                                      
27

 Also using the IFAD’s GALS approach. 
28

 See Appendix 3. Lessons learned. 
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performance-based management. The programme will address the above issues in the following 

manner. 

 (a) Procurement of the design services, equipment purchase, and construction of civil works for the 

outgrower programme will be delegated to EcoEnergy, to ensure conformity with construction 

standards and compatibility of irrigation equipment, and facilitate shared spares stockholding, 

operation and maintenance for pumps and other equipment
29

.  

 (b) To address the problem of limited uncoordinated weak capacity building, a specialized service 

provider or company capable of delivering an integrated package of capacity building will be 

recruited regionally on 3-year renewable contract. The programme will be responsible for 

planning and M&E, and will benefit from close technical backstopping. Such an approach is in 

line with the delivery objectives of the BRN and the GOT policies for promoting linkages with 

the private sector for efficiency gains and to ensure sustainable markets.  

 (c) Farmers will be advised of the full costs of irrigation operation and maintenance during the 

planning phase of these investments. After construction, they will be assisted to create and 

maintain adequate funds for capital replacement, significant maintenance and all operational 

costs.  

Adherence to IFAD policies 

 The programme complies with IFAD’s policies on: targeting, gender, the private sector, rural 119.

finance, climate change, environment and natural resource management
30

.  

 AfDB has classified the outgrower programme as Category 1 which is in line with IFAD's 120.

requirements for Category 'A' projects in its Social, environmental and climate assessment 

procedures (SECAP). Based on the intensity and frequency of extreme weather events and its 

dramatic impact on livelihoods, the SECAP climate risk classification is ‘high'. EcoEnergy carried out 

a full Environmental and social impact assessment (ESIA) in 2012, prepared a draft Environmental 

social management plan (Appendix 13) and has produced the associated Resettlement action plan 

(RAP) for the EcoEnergy nucleus estate, which are an integral part to programme design. The 

safeguard requirements of AfDB, IFAD and GOT have required that an Environmental, social and 

management framework (ESMF) be undertaken for the infrastructural activities (construction of dam, 

dykes and roads) associated with the outgrower programme
31

. The ESMF will be updated to an ESIA 

once the programme has financed the necessary detailed design studies, and then submitted to 

NEMC in line with national regulations. 

 The proposed bulk infrastructural development, on-farm development and some of the village 121.

investments may lead to: (i) potential relocation or loss of shelter; (ii) potential loss of assets or access 

to assets; and (iii) potential loss of income sources or means of livelihood, whether or not the affected 

people must move to another location.  Although BASIC will strive to minimize resettlement needs, 

they may not be entirely excluded or ruled out. The RAF for the outgrower development has been 

undertaken by AfDB with cost sharing by IFAD and will be finalized once the preliminary infrastructure 

designs, certainty of the final footprint of the construction work, socio-economic surveys, and surveys 

of the existing land ownership become available during programme implementation.  

                                                      
29

 The private sector partner for oil palm development under the IFAD-financed Vegetable Oil Development Project was 

responsible for procurement of all inputs for smallholder oil palm growers and provided this service at no extra cost. 

30
 See Appendix 12. Compliance with IFAD policies and Social, environmental and climate assessment programme 

review note (SECAP) 
31

 The ESMF and RAF for the outgrower programme have been prepared and recommended key issues, namely, 

support to training, capacity building and monitoring mechanisms. It also recommends that : (i) specific site ESIAs be 

prepared for the dam, dykes and associated development of ox-bow lakes; (ii) a RAP be prepared; (iii) updated 

assessment of hydrology and hydraulics of the Wami river flows be conducted; (iv) proof of land ownership be 

established; and (iv) resolution of the boundary dispute between Saadani national park and Razaba EcoEnergy (which 

includes Gama/Kitame Outgrower scheme) be formalized through issuance of the corresponding GN.  
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 During the RAF process, the principles of free, prior and informed consent and do-no-harm will 122.

be followed and agreement reached with existing owners/users of the land used for the water storage 

facility, main canals and for rights of way and servitudes for the pipes. The GOT will establish a fair 

and accessible grievance redress mechanism (with representation from the local communities and 

from the Village and Ward) at the programme level, to receive complaints and facilitate timely 

response in a transparent manner.  AfDB and IFAD safeguard procedures require that the ESMF/ESIA 

reports and RAF/RAP be publicly disclosed in a timely manner, accessible place, and in a form and 

language understandable to the affected people and other stakeholders. The completed ESIA and 

RAP will provide mechanisms for periodic monitoring of environmental and resettlement issues at the 

levels of participating villages and communities, commensurate with both the likely impacts and the 

capacities involved. Programme start-up will be used as a platform to establish a timetable for periodic 

monitoring of ESIA/RAP effectiveness by GOT, AfDB and IFAD. 

III. Programme implementation 

 Approach A.

 The programme has been designed to be implementable with the existing country context. In 123.

line with Government policies for agriculture and rural development and as a means of ensuring 

sustainability of the activities supported, the programme has been designed as a private-sector-driven 

programme. The provisions for its implementation and execution aim at reinforcing this approach. The 

BRN Agricultural Steering Committee has been set up in the BRN Presidential Delivery Bureau as the 

coordination mechanism to work across ministries to deliver results for the objectives already set 

under GOT’s development policies. The Presidential Delivery Bureau has been responsible on behalf 

of the GOT for leading the discussion with EcoEnergy and resolving bottlenecks. The programme will 

be executed by MAFC. The implementation arrangements for each activity have been developed in 

line with the in-country institutional responsibility and capacity, while aiming to build knowledge on 

climate-smart practices and service delivery at the district level. For business activities, intensive 

capacity building by experienced service providers contracted regionally is foreseen. 

 Organizational framework B.

 Programme oversight. Given its key role and existing capacity, the BRN Agricultural Steering 124.

Committee in the Presidential Delivery Bureau will be responsible for overseeing programme 

execution. The Bureau is able to call upon all Ministries and Departments of government for resolving 

bottlenecks, and MAFC regularly reports to the Bureau on its implementation progress for this flagship 

programme, as well as its progress towards achieving its other BRN objectives. The Bureau is 

available at all times to follow-up on key outstanding issues. It will meet once a year to monitor 

programme progress and will be responsible for: (i) coordination of the public-private sectors' 

initiatives at the ministerial level; (ii) review of the annual work plan and budget (AWPB) and of the 

initial Procurement Plan; (iii) review of the PIM and its subsequent revisions; (iv) vigilance over full 

transparency and accountability in Programme management; (v) review and follow-up of 

supervision and audit recommendations; (vi) promotion of cooperation with all development partners; 

and (v) identification of policy issues for Government follow-up. 

 Programme execution. The programme will be executed by MAFC through an autonomous 125.

Programme coordination and management unit (PCMU) established in Bagamoyo district. The PCMU 

will have the following broad responsibilities: 

 Working with other line ministries and government services, as required, to ensure smooth 
programme implementation; 

 Managing programme activities and IFAD loan and ASAP grant funds in accordance with the 
Fund’s General Conditions; 

 Playing a leadership role introducing climate-smart approaches for agricultural development 
under the programme; 

 Playing a lead role in working with outgrower villages sugarcane development; 
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 Being an intermediator on behalf of the Government with the private-sector operator 
(EcoEnergy) for the construction of bulk infrastructure and farm development for outgrower 
companies and for cane purchase and cane supply agreements signed between the 
EcoEnergy and farm companies; and, 

 Ensuring clear consistent communications with programme partners, and public relations 
about the programme. 
 

 PCMU will have operational responsibility to: 126.

 Prepare consolidated AWPBs for the programme and submit them to MAFC and IFAD for 
comment and approval; 

 Disburse and control the flow of funds for various contractual and partnership agreements, 
and ensure timely submission of supporting documentation; 

 Undertake national and international competitive bidding for procurement of civil works, goods 
and services (including extension) in a timely fashion, as required for effective 
implementation, or work with the organizations who are doing so (EcoEnergy and Bagamoyo 
district); 

 Manage relationships with the Bagamoyo district and with EcoEnergy; 

 Work closely  with the Council management team (CMT); 

 Manage relationships with programme villages and outgrower companies; 

 Manage and contract capacity building service providers for outgrower and community 
development, while ensuring that targeting mechanisms for inclusion of women and youth, 
and HIV/AIDS understanding are addressed; 

 Promote company formation by outgrowers and agribusinesses; 

 Develop guidelines for climate smart agriculture and livestock activities together with MAFC 
and other programme partners; 

 Develop and implement a communication and knowledge management strategy to manage 
relations with public, programme partners, civil society and farmers; 

 Manage and supervise programme activities and quickly address constraints; 

 Ensure that environmental compliance is included in bid documents for contractors, and 
monitor implementation;  

 Implement reporting based on a participatory M&E system, including implementation of 
environmental recommendations; and 

 Submit timely programme implementation progress and financial reports to IFAD and the 
Government. 
 

 PCMU office. The PCMU will be located in Bagamoyo in an office with sufficient space to 127.

accommodate its officers and maintain financial documentation. The office will be provided with the 

necessary equipment (information technology equipment and furniture) and logistical support to 

enable PCMU staff to effectively undertake their respective duties.  

 Staffing. The PCMU will be staffed with qualified personnel to enable it to effectively manage 128.

and supervise both field implementation and activities. It will have the following 14 qualified 

professionals for the duration of the programme: Programme manager, M&E officer, Process 

managers (3) for Capacity building, Irrigation development and Wider community development, 

Financial controller, and Procurement officer. It will have the following staff as required, for shorter 

periods: Bulk infrastructure engineer and On-farm development and Water management engineer (5 

years), Climate and environmental officer, Agronomist, Livestock officer, Agribusiness officer, 

Community development officer (gender, youth and HIV/AIDS) and Communications officer for seven 

years. Support staff will include an administrative secretary, an administrative assistant, accounts 

assistant, procurement assistant and seven drivers. In compliance with IFAD policies, staff will have 

medical insurance coverage, and GOT will finance its share of the National Social Security Fund 

(NSSF) contribution.  

 Recruitment and termination. All PCMU positions, including professional and support staff, 129.

will be advertised through the national media. All programme staff, including drivers, will be fully fluent 

in English and Swahili. Shortlisted candidates will be interviewed by a selection panel set up by the 
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Government in consultation with IFAD. Staff will be recruited under two year performance-based 

contracts, and will be evaluated on their performance as (a) a member of the PCMU team and (b) 

relative to the specific deliverables under their responsibility. Staff whose performance has not 

supported the overall PCMU team or has fallen short of deliverables may be terminated at any time 

with 60 days’ notice. All staff recruitment, contract renewal and termination will be subject to prior 

concurrence with IFAD and AfDB. 

 Programme integration at the district.  Programmes operating in the district are expected to 130.

follow the guidelines for decentralization by devolution
32

 and some activities will be implemented by 

Bagamoyo District Administration (BDA). The Programme manager will work closely with the district 

Council management team (CMT), which is the executive arm of the District council meeting. Other 

PCMU staff such as Community development, Finance, Agronomist and Livestock specialist will also 

be integral parts of the District facilitation team (DFT). This will allow them to provide working support 

to their subject matter specialists who will function as facilitators in farmer field schools, especially for 

component two activities. The Programme manager, in collaboration with CMT, will be  responsible 

identifying capacity building needs of farmers and district staff, so that the programme can provide 

financing to respond to these needs. The Programme manager will report back twice a year to the 

CMT about the status of capacity building activities.   

 At village level, a process referred to as O&OD (Opportunities and Obstacles to Development) 131.

allows local planning to take place on an informed basis as development opportunities are discussed 

and prioritised. The Agriculture Sector Development Programme has sought to further enrich this 

process to capture issues beyond the social domain and more directly related to rural and agricultural 

development. This has led to the preparation of Village agricultural development plans (VADPs), 

which are integrated within the District agricultural development plan (DADP). BASIC will further 

support the “enhanced” O&OD process and bottom-up agricultural development planning process by 

taking it one step further towards village land use planning and implementing the resulting land use 

plans.  

 Component implementation. A detailed description of the implementation of the two 132.

components is provided in Appendix 5. Institutional and implementation arrangements. Table 3 below 

summarises the implementation responsibilities by the orientation of the activity (whether it is a 

development investment or a business activity) and the implementer.  

Table 3. Implementation responsibility by activity 

Activity Orientation Implementer 

Bulk infrastructure Development investment EcoEnergy,  

PCMU/MAFC 

Bulk infrastructure O&M Development investment EcoEnergy with 

PCMU/MAFC 

Land preparation Development investment Farmer companies, 

Capacity provider, 

EcoEnergy 

On-farm development 

(irrigation& farm equipment) 

Business activity Capacity provider and 

banks, farmer companies 

Cane crop establishment Business activity Capacity provider and 

banks, EcoEnergy, farmer 

companies 

Village planning Development investment BDA with local consultant 

Village investments Development investment BDA 

Climate-smart agribusiness 

and enterprise investments 

Business activity Capacity provider and 

banks, farmer companies 
Source:  Appendix 5. Institutional and organisational arrangements 

                                                      
32

 See Appendix 1. Country and rural context for a discussion on the institutional framework for decentralization. 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

31 

 Component 1: Sugar cane outgrower development. Bulk infrastructure will be financed by 133.

the AfDB and designed in line with the national guidelines for participatory smallholder irrigation 

investments. The PCMU will work with EcoEnergy, which will undertake the procurement and 

supervision of civil works and provide technical backstopping on irrigation development and water 

management and irrigated sugarcane cropping to the PCMU, outgrower companies and the entity 

operating the bulk infrastructure. The PCMU will be responsible for the contracting of a long-term 

capacity building service provider to mobilise villagers to create outgrower companies, and for the 

establishment of the bulk infrastructure operations entity. The PCMU and the long-term capacity 

building service provider will use an inclusive approach for the inclusion of youth and women and 

disadvantaged villagers when mobilising outgrower company members. The PCMU and the long-term 

capacity building service provider will develop operational modalities for helping outgrower companies 

to obtain financing from commercial banks for the purchase of climate-smart farm equipment and 

sugarcane establishment.  

 GOT-EcoEnergy implementation agreement. GOT and EcoEnergy will sign an 134.

implementation agreement laying out their respective roles and responsibilities under component 1. 

The Government’s responsibilities include: 

(i)  Promotion of a private sector-led sugar sub-sector and maintenance of an enabling 

national policy environment to promote national sugar production;  

 

(ii) Ensuring an efficient coordination among its ministries and agencies so that EcoEnergy 

can complete its investment in the construction of the nucleus estate and of the sugar mill in 

the Bagamoyo district;  

 

(iii) Support to BDA to facilitate the acquisition of village land certificates and CCROs by 

individuals and companies, to implement agricultural and livestock training using climate-smart 

techniques and to endeavour to ensure that outgrower companies are good-faith partners to 

EcoEnergy;  

 

(iv) Ensure the timely availability of funding for the outgrower development portion of the 

Sugar Investment; 

 

(v) Provision of all support needed for outgrowers to obtain land and water rights, and register 

their companies, so they can access commercial funding from the banking system;  

 

(vi) Provisions establishing a procurement partnership with EcoEnergy for the procurement for 

bulk infrastructure and on-farm development for outgrower companies to be undertaken by 

EcoEnergy consistent with national procurement laws and in accordance with IFAD's 

procurement policies;  

 

(vii) Ensure the installation and operation of integrated software and accounting systems for the 

transparent application of the “Division of proceeds” ("DOP") formula by EcoEnergy and the 

outgrower companies; and 

 

(viii) Ensure a timely supply of electricity to outgrowers either by TANESCO or by EcoEnergy.  

 

 EcoEnergy's obligations include, among others:  135.

 

(i) Completion of its investment in the nucleus estate and sugar mill in line with the laws of 

Tanzania; 

 

(ii) Undertaking the procurement of bulk infrastructure and on-farm development for outgrower 

companies for the outgrower programme at cost on behalf of the Borrower/Recipient;  
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(iii) Provision of technical support at cost to outgrower companies for the design and 

procurement of on-farm irrigation development;  

 

(iv) Provision of technical training for outgrower companies in all aspects of irrigated 

sugarcane crop husbandry;  

 

(v) Maintenance of the seed cane nursery and ensure the provision of planting material and 

other inputs (such as agro-chemicals and fertiliser) to outgrower companies at cost during the 

life of the sugar investment;  

 

(vi) Ensure the processing of all cane produced by the participating outgrower companies 

having signed cane supply agreements with EcoEnergy;  

 

(vii) Enter into cane supply agreements with outgrower companies that adopt the DOP formula 

with the inclusion of all cane by-products in the DOP calculation;  

 

(viii) Ensure that at least 1/3 of the mill capacity is allocated to the outgrower companies that 

enter into cane supply agreements with EcoEnergy; and  

 

(ix) Establishment of a computerised weighing, accounting and payments system from the 

weigh bridge to the assessment of sucrose content for all cane provided by outgrower 

companies to ensure the initial payment to said companies within 30 days of delivery, with the 

reconciling final payment at the end each season.  

 

 Component 2: Climate Resilient Community Development. Programme activities under this 136.

component will be implemented by the PCMU and by the BDA, together with the authorities of the 

participating villages. The BDA, with technical backstopping from the PCMU, is responsible for 

participatory village land use planning, land titling and infrastructure assessment and for undertaking 

climate-smart field demonstrations. The PCMU will be responsible for the execution of village 

infrastructure investments and climate-smart household technology investments, for the procurement 

of equipment and vehicles for BDA and WRWBO and for contracting a long-term capacity building 

service provider to mobilise villagers for managing and operating their village infrastructure, and 

promoting the formation of registered agribusiness companies and SMEs. The PCMU and the long-

term capacity building service provider will use an inclusive approach for the inclusion of youth and 

women and disadvantaged villagers when mobilising agribusinesses and SMEs company members. 

Household mentoring will also be provided. WRWBO will be responsible for hydrological monitoring of 

the Wami river. The PCMU and the long-term service provider will develop operational modalities for 

helping agribusinesses and SMEs to obtain financing from commercial banks for the purchase of 

climate-smart farm equipment and selection of climate-smart production activities. 

 Memoranda of Understanding (MOUs) with banks. Participating commercial banks will 137.

provide commercial medium to long-term financing from their own resources to outgrower companies, 

agribusinesses and SMEs. IFAD climate-smart financing will cover the incremental cost of purchasing 

climate-smart equipment and applying climate-smart technologies, and will be disbursed to cover the 

final loan repayments of the outgrower companies, agribusinesses and SMEs to the banks. For the 

provision of climate-smart financing under Components 1 and 2. the PCMU, on behalf of the MAFC, will 

enter into MOUs with participating commercial banks, laying out the financing modalities for 

channelling IFAD loan proceeds for incremental climate-smart financing to outgrower companies, 

agribusinesses and SMEs. The MOUs will lay out the responsibilities of the participating 

commercial banks and the terms and conditions for IFAD’s incremental climate-smart grant 

financing.  
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 AWPBs and annual reviews. The PCMU will prepare Results-based Annual Work Plans and 138.

Budgets (RB-AWPBs) to serve as the basis for planning implementation and progress monitoring. The 

programme will be implemented in accordance with the Government’s fiscal year. In order to feedback 

experience gained and lessons learned, review workshops will be held in September-October each 

year to discuss the previous year’s progress, identify constraints and develop solutions with 

stakeholders and programme partners. The annual review workshops will be a participatory process 

by which stakeholders involved in the external monitoring programme, through their representatives, 

can have a positive influence on programme implementation and, at the same time, monitor and 

evaluate the outcomes. Preparation of the RB-AWPBs may be initiated during the review workshops. 

 The logframe provides the target of the overall programme implementation from output to 139.

outcome, development to impact levels. The RB-AWPB breaks these up into year by year physical 

targets and will include a detailed description of planned programme activities and expected outputs 

during the coming year; the financing and sources for each activity; and the institution responsible for 

implementation. The presentation of the AWPB will follow IFAD guidelines for the preparation of 

AWPBs and progress reports and government participatory planning procedures. To enable bulk 

procurement and to achieve value for money, the AWPBs will also include a rolling 24-60 month 

procurement plan (given the long lead time required for the design and construction of civil works). To 

ensure coordination with EcoEnergy and efficient procurement planning and in the interests of 

advance planning, a detailed timetable (date of submission of terms of reference/bidding documents 

to IFAD for prior approval, request for bid publication, bid opening, evaluation and selection, final 

approval by IFAD and AfDB, contract signature, delivery, final payment) will accompany each 

procurement plan. MAFC will submit each draft consolidated RB-AWPB and procurement plan to 

IFAD and AFDB for comment and approval, no later than 1st April of each year. Adjustments to the 

approved consolidated AWPBs may be made during the course of the year, subject to prior approval 

by IFAD. 

 Programme start-up. IFAD will provide a small country grant to MAFC to support the Ministry 140.

in achieving implementation readiness for the start-up of the programme. The purpose of the small 

country grant is to enable MAFC to recruit programme staff. MAFC and the newly recruited PMCU 

staff will then develop, together with District departments, an approach for rolling out programme 

activities for community development, carry out field sensitization, initiate land planning activities with 

the first six outer circle villages and prepare the implementation guidelines for the programme.  

 Implementation guidelines. Instead of one bulky implementation manual for the whole 141.

programme, short user-friendly guidelines will be prepared, one for the outgrower development 

component and the other for agribusiness and small and medium enterprise development.  Two more 

sets of manuals are also needed for programme staff procedures and financial management.  

 District and village launch workshops. The programme will be promoting a business-142.

oriented and performance-based approach to all activities. There is a need to communicate the 

commercial approach of the programme at start-up and launch to assist partners, Bagamoyo district, 

and collaborating institutions to fully understand that the programme is dynamic and focused on 

delivery of results. Launch workshops will take place at the national, district and village levels. Gender 

balance will be sought among participants at the launch workshops. 

 Communications. The programme will develop a communications strategy. The strategy will 143.

identify the different audiences that communications messages should be aimed at (villagers and 

villages, district government and elected representatives, national stakeholders, national and 

international media) and will develop key communications messages in Swahili and English for each 

of the target audiences, and identify their channel of communication. All training materials will be 

reviewed to ensure that the message to be communicated is clear.   
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 Planning, M&E, learning and knowledge management C.

Planning 

 The main planning tools for the programme will be the logframe, the M&E framework to be 144.

developed during the first six months, and the results-based AWPB. The execution of the results-

based AWPB will be reflected in the M&E framework, and reported back at regular intervals. The cycle 

of planning, monitoring and reporting is essential for efficient management and achieving the agreed 

upon results.  

Monitoring and evaluation 

 The programme's M&E system will provide analysed information for decision-making for result- 145.

based management. The system will be participatory and will include inputs for the District 

departments, the capacity building service providers, the outgrower and agribusiness companies, and 

the external monitoring programme. The programme will comply with IFAD's results and impact 

management system (RIMS), including completing baseline studies and regular reporting on progress 

to IFAD. In addition, the programme may pilot test the new Multidimensional Poverty Assessment Tool 

(MPAT) with support from IFAD. All M&E activities will be in line with IFAD guide for Project M&E, 

RIMS and MPAT.  

 Baseline studies. A baseline study of nine villages has already been completed. The 146.

programme will finance participatory baseline/land use planning studies for the other 18 villages.  

Under another small country grant, SEI will undertake a baseline focusing on five key areas of 

sustainability: livelihood changes, water and nutrient resource management; greenhouse gas and 

energy balances, ecosystems services and community coping capacity in the face of extreme weather 

events.  

 Progress reports. The programme will submit quarterly progress reports to MAFC, the BRN 147.

Presidential Delivery Bureau, IFAD and AfDB, as well as a comprehensive annual report. The 

quarterly reports will include key qualitative and quantitative information, a review of incremental 

progress and the key constraints, training courses undertaken and procurement.  Annual reports will 

reflect annual and cumulative progress against targets, compliance with legal agreements and 

financial management requirements and updated programme accounts. .   

 Mid-term review and completion reports. In order to assess the programme's business 148.

oriented approach and introduce adjustments as and when needed, MAFC will prepare a draft mid-

term review report within 30 months after the fulfilment of the withdrawal conditions. The report will 

assess progress in achieving the physical objectives of the programme, describe the challenges 

encountered, recommend any changes as may be required and in turn serve as the basis for IFAD's 

own mid-term review to be undertaken no later than six months later. Given the expected long 

implementation period of the programme, a similar review will be undertaken by MAFC 36 months 

after the first one. The PCMU will prepare and submit a programme completion report to IFAD in the 

acceptable format, no later than six months after the programme completion.  

Learning and knowledge management 

 The programme will be initiating a number of new and innovative approaches, and the 149.

successes and challenges should be shared.  For sugar cane production, the programme will develop 

knowledge and communications productions to be shared through the existing sugar institutions about 

the experience gained with assisting farmers to consolidate their land use and install irrigation, with 

green harvesting, and commercial financing for outgrower companies. The same approach will be 

followed for sharing the experience gained and the challenges for assisting farmers to combine their 

assets or consolidate their land-use to enable introduction of mechanisation and climate-smart 

conservation and integrated livestock technologies. 

 SEI will undertake long-term external environmental and social monitoring of the programme to 150.

assess the impact of a large-scale agricultural investment in sugarcane production on the concerned 
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communities and the surrounding areas. This activity focuses on monitoring and assessment of the 

environmental and socio-economic impact of the entire programme, with specific activities 

contemplated for monitoring water quantity and quality, soil health, forestry resources and waste. The 

purpose of SEI work will be to provide evidence-based analysis in support of the decision making and 

policy processes for this and similar investments and to inform stakeholders (GOT, IFAD, AfDB, other 

development partners, Agro-EcoEnergy, other investors, the Tanzanian Agricultural Non-State Actors 

Forum (ANSAF), civil society organizations, local communities as well as individual farmers) of  

environmental and social changes resulting from large-scale land-based investments and 4Ps in 

Tanzania and beyond. The monitoring will focus on four key areas of sustainability: livelihoods, energy 

and greenhouse gas balance, water resources and biodiversity. The work will be led by the SEI’s 

Africa Centre, supported by staff from SEI centres in Sweden, UK and US, and involve a consortium 

of local partner organisations such as ANSAF and including academic and civil society organisations 

in order to share knowledge through multi-stakeholder dialogue and learning. A small IFAD country 

grant to SEI in 2015 will enable them to establish the environmental and social baseline, and develop 

the full programme for the life of the investment. The full external monitoring and learning programme 

be financed by a large IFAD country grant. 

 Financial management, procurement and governance D.

 The PCMU will be staffed with a Financial controller, Procurement specialist, Assistant 151.

accountant and Accounts clerk. It will manage both IFAD and AfDB funds, which will be disbursed on 

a parallel basis. Some programme activities will be implemented and funded through Bagamoyo 

district. The PCMU will be responsible for programme accounting. It will have its own dedicated 

computerised accounting system for the AWPBs, and accounting control. The chart of accounts 

coding will reflect the different funding sources and the parallel nature of expenditures. District-level 

budget control will be through the local government EPCOR financial management system. The 

programme will be included as part of the district planning and budgeting process, and aligned to the 

district planning calendar. 

 External audits. In the IFAD portfolio in Tanzania, the audits are performed by the Auditor-152.

General directly or are contracted to private audit firms. The quality of the external audits is 

satisfactory. The results of IFAD assessment of the quality of audits is mixed. For the programme, a 

draft Terms of Reference for the annual audit has been prepared. Whether the audit is performed by 

the Auditor General or an external firm will require IFAD's No Objection. The audit will provide 

opinions on: (a) the programme's financial statements, (b) the operation of the designated account, 

and (c) the use of the statement of expenditure (SOE) procedure.  

 Governance and anti-corruption. Specific measures to mitigate identified fiduciary risks 153.

include: (a) computerised accounting system at the PCMU to substantially reduce the scope of human 

error; (b) checks and balances through activity tagged quarterly releases to the districts making use of 

EPCOR 9.5 control features; (c) inclusion in the internal audits of MAFC and Bagamoyo district; (d) 

annual external audits with IFAD engaging with the auditor general on expectations; and (e) the SOE 

ceiling of the amount will be conservative, given the inherent risk will reviewed in accordance with 

IFAD’s risk-based disbursement process. 

 Procurement. Procurement for bulk infrastructure development will be delegated to 154.

EcoEnergy, as will be civil works for on-farm development, and approved by the MAFC contracts 

committee. All other procurement under the programme will be undertaken by MAFC with technical 

backstopping from the PCMU. The Government and MAFC have provided assurances to IFAD that to 

expedite programme procurements and their follow-up within MAFC, one meeting per month of 

MAFC's contracts committee will be dedicated to reviewing programme procurement. A summary 

three-year procurement plan has been prepared.
33
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 See Appendix 8. Procurement management, Attachment 1. 
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 Supervision E.

 The programme will be directly supervised by IFAD twice a year for the first two years and 155.

closely followed up by the IFAD country office to ensure that activities are kept on track. Supervision 

will focus on: implementation support, programme supervision and loan administration. 

Implementation support from the IFAD country management team will focus on: (a) ensuring that the 

two capacity building service providers for outgrower development and agribusiness and enterprises 

are recruited within nine months of loan signature; (b) providing direct technical backstopping to the 

PCMU during the first year of implementation; (c) ensuring that the programme adjusts its 

interventions to changes which may be dictated from exogenous factors; (d) resolving problems and 

constraints for programme operations; and (e) providing knowledge-based support about best 

practices and success stories.   

 Risk identification and mitigation F.

 BASIC involves external and internal risks of varying degrees, as a result of the interlinkages 156.

between investments by Eco-Energy and AfDB. IFAD intervention focusses on supporting 

smallholders to better utilize their primary assets to leverage climate-smart technologies, markets, and 

capital from the private investor and the financing sector, without putting their assets at risk and 

building their climate resilience. Emphasis on participatory land-use planning and improved land 

governance, external monitoring, and multi-stakeholder dialogue and learning will also ensure that 

local communities can prosper from their natural resource base while managing risks and maximizing 

benefits. The discussion below highlights the main risks, assesses their importance and explains the 

mitigating measures which have been incorporated into the programme.  

 Climate and weather risk (medium-high). The biggest concern is with regard to the outgrower 157.

programme during the direst months of the driest years. Mitigation: Additional funds have been 

allocated under the IFAD loan to cover the construction of additional water storage facilities so that the 

water requirement for sugar cane can be provided for. For the wider community, the climate smart 

measures are expected to reduce the overall risk to villages and individual households and build their 

resilience.  

 Over-abstraction upstream (medium). Currently there is relatively little abstraction of water 158.

along the Wami. As the economy of the area grows, and farmers may have resources to invest in 

irrigation, there is the risk of an increase in up-stream abstraction that could reduce the availability of 

water to the sugar project. Mitigation: There are substantial volumes of water in the Wami during 

most of the year. The WRWBO is to assume a leadership role in controlling abstraction through water 

permits and enforcement. The programme will provide some support in this area, and will consider 

whether or not this is an area for IFAD expanded investments under the next RB-COSOP that is 

currently under formulation. 

 Delay in financial close (medium). While the  financing package is ready, there may be some 159.

delay in the financial closure of private sector investment to await the conclusion on some of the ‘land-

for-equity’ issues for the nucleus estate and finalization of the implementation agreement between 

GOT and EcoEnergy. Mitigation: With regard to IFAD, the impact of delay will not have much effect 

on the outgrower programme, because a long lead time is needed for design, start-up work, farmer 

mobilization and training activities. The earlier a PCMU is established and can start working with Eco-

Energy and farmers, the better. Disbursements for physical development (irrigation and land 

preparation for out growers) under IFAD financing will start once financial close is reached. 

 Delay in contracting and completing bulk infrastructure (medium). If bulk infrastructure 160.

construction is delayed, this may undermine farmers’ attitudes towards the programme. Mitigation: To 

enable timely implementation, the design, procurement and supervision of the construction of bulk 

infrastructure will be delegated to EcoEnergy. This will also ensure EcoEnergy's commitment to 

provide technical backstopping for operation and maintenance during the life of the 4Ps.  
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 Sporadic electricity supply and high cost to outgrowers. The initial EcoEnergy design of 161.

the outgrower programme foresaw that the electricity generated by the mill would be provided at cost 

to outgrowers. This has subsequently been changed by the GOT so that TANESCO purchases 

electricity from the mill and will sell it back to the outgrowers for their irrigation pump operation. The 

investment for the power lines is being financed by the programme (AfDB). Issues and mitigation: 

(a) TANESCO is erratic in providing electricity to users. Thus, IFAD will request a supplementary 

assurance from GOT that TANESCO ensures the consistent supply of electricity to both the bulk 

infrastructure and the outgrower farms; (b) If the supply of electricity by TANESCO to outgrowers is 

erratic, IFAD will request that they be directly linked to the mill, as originally planned; and (c) 

TANESCO will pay EcoEnergy about US$ 0.08 per kilowatt/hour, and the current price in the model 

for farmers is more than double this. IFAD will seek a guarantee that TANESCO does not charge 

more than a 25% mark-up of the purchase price to outgrowers. The implementation of climate-smart 

conservation agriculture techniques for sugarcane production will minimise the reduction in yields if 

there are delays in providing electricity. 

 Delay in completing land titling (medium). There may be constraints in getting the areas of 162.

land foreseen for the outgrower enterprises. Mitigation: There has been an ongoing stakeholder 

consultation process since 2009, and the land surveying and village boundary delineation exercise for 

the five outgrower and four inner circle villages has been completed in September 2014. Significant 

learning has taken place, and the required steps have been identified for financing under the 

programme, so that the process can be carried out at the pace that villages want.   

 Generalised programme implementation delay (high). While maximum effort has been made 163.

to simplify the programme and to strengthen the leadership role of MAFC, there is still substantial risk 

because of lengthy internal MAFC procedures for contracting and payments, and because of the  

interaction required with other ministries to complete key activities of the programme (such as the 

release of village land certificates). There is also substantial risk relative to delivery of climate-smart 

technical training for farmers by Bagamoyo district departments because of the lengthy budget 

processes through PMO-RALG. Mitigation: At start-up, IFAD will emphasise that this programme 

represents a new way of doing development business, and that the MAFC major partners are 

EcoEnergy and farmers. Accordingly, timely performance and results are the key requirements for 

progress. The BRN Presidential Delivery Bureau will be responsible for resolving the constraints faced 

by the programme. The programme financial system has been developed to be consistent with the 

GOT financial systems at the district level. An IFAD implementation readiness grant will also support 

MAFC and recruitment of a programme expeditor for 1 year, and will include support for recruiting the 

PCMU staff and preparation of detailed specifications for a number of key activities, studies, vehicle 

and equipment.  

 Weak capacity building (medium-high).The approaches used for capacity building so far 164.

under IFAD programmes in Tanzania have not obtained the desired levels of performance. The 

experience gained with the scaled up approach of EcoEnergy since 2011 has delivered better 

understanding and skills development among farmers. Mitigation: The capacity building approach 

under the programme is intensive and only one long-term service provider will be contracted for each 

component. These will be responsible for delivering results. District staff will be responsible for 

climate-smart training and technical backstopping for bureaucratic registration procedures, along with 

the PCMU. This will enable villages and companies to achieve the milestones such as company 

registration as expected. 

 Delay in recruitment of long-term capacity building service provider (high). Given 165.

demanding requirements for farmer mobilisation and business capacity building and the long start-up 

time required when working with farmers, delay in recruiting the service provider could have a 

significant knock-on impact on programme start-up in the field. Mitigation: Preparing the detailed 

terms of reference and developing a short of regional firms to be approved by IFAD prior to initiating 

the procurement process will be key. This activity will be financed under the IFAD implementation 

readiness grant.  



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

38 

 Start-up of outgrower and agribusiness companies (high).There is a risk that establishing 166.

the outgrower enterprises and assisting them to address and overcome the new technological, 

organizational, and business challenges may take longer than foreseen. Mitigation: The intensive 

capacity building foreseen under the programme should enable farmers to carry out their expected 

role. The challenge that will come is the interface with the business environment in Tanzania, which is 

slow for company registration. The PCMU will be responsible for follow-up relative to all approvals 

needed for Government services. The establishment of the first 4 or 5 enterprises may be slow but the 

pace will pick up with experience. 

 Technology and organizational risk (low for outgrowers, high for agribusinesses). The model 167.

of having farmers consolidating their land use and forming outgrower companies producing irrigated 

sugarcane has already been tested in a number of countries in East and Southern Africa.  While there 

are many challenges, the risk associated with the organisation framework and the technologies which 

will be used is low because of experience gained and the partnership with EcoEnergy which will help 

solve all of the agronomy and irrigation challenges faced by outgrowers. While conservation 

agriculture technologies are well known and tested, there is less experience with the organisation 

framework proposed for the development of agribusiness based on combining farmers assets and 

consolidating land use in the semi-arid areas, and no long-term technical partner has yet been 

identified to assist the process, so this is much higher risk. Mitigation: The identification and 

procurement of a capacity building partner for climate resilient community development will be 

initiated under a small IFAD grant for implementation readiness. Once the capacity building service 

provider is in place, the approach will be piloted in PY3 and 4, and re-assessed to determine whether 

or not it is suitable to the socio-cultural and biophysical characteristics of the outer circle villages.  

 Commercial financing for company investments (medium). While in-depth discussions have 168.

been held with the commercial banks, a firm commitment can only be obtained closer to the time 

when their lending will be needed and based on credible business plans. Mitigation: A challenge for 

the BASIC team reviewing each business proposal is building credibility of the business plan 

development process facilitated by the programme. This will be achieved by focusing primarily on the 

quality of the business plan, support for implementation, and managing participatory M&E as the basis 

for improving the business plan development, review and implementation processes. IFAD will mentor 

this process during the course of supervision in PY2 and 3.   

 Sugar prices. Sugar prices fluctuate and could be low, thus undermining the private sector’s 169.

capacity to purchase from the outgrowers. Mitigation: This is a short-term problem, because once 

outgrowers and EcoEnergy have repaid their financing packages, they will fully benefit from the 

efficiencies and economies of scale of their modern investments. EcoEnergy expects to be producing 

competitively for the regional and global market within ten years.   

 Fair cane prices for outgrowers. Since the private sector partner is in a monopoly position 170.

relative to outgrower enterprises, there is the risk that the outgrower enterprises may not receive a fair 

price for their cane. Mitigation: The Sugar Board of Tanzania is responsible for mediating the sugar 

supply agreements between outgrowers and sugar companies. The division of proceeds negotiation 

process is well known globally and is considered best industry practice, and this will be the approach 

used for the outgrower companies. EcoEnergy has agreed to inclusion of all by-products in the DOP, 

while the division will determined on the basis of the production parameters of the mill and other 

technical matters.   

 Sucrose content.  Outgrower companies in other parts of the region have had difficulty to 171.

reach the high levels of sucrose content (13% or above) which means much more money in their 

pockets. Mitigation: Outgrowers will be using cane produced by the nucleus estate, so the genetic 

potential will be the same as for EcoEnergy. Through capacity building work, the outgrower 

companies will be trained right from the start about the importance of adopting appropriate cropping 

technologies to reach the planned sucrose context.  



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

 

 

39 

 Negative public relations. There is a potential reputational risk for IFAD in cofinancing this 172.

programme. There is a general negative reaction to large-scale agricultural investments in Africa, and 

the biggest criticism is that of land grabbing. The re-settlement of 260 people for establishment of the 

nucleus estate could provoke negative local and international media coverage and opposition from 

NGOs. Mitigation: Compliance with IFAD’s enhanced SECAP ensures that BASIC meets 

environmental and social standards accepted by the GEF and the international community. In 

addition, the PCMU will be staffed with a communications officer to take a pro-active approach for 

communications from the villages to international organizations and the media. IFAD headquarters will 

develop a communications multi-stakeholder dialogue strategy to address the different audiences with 

evidence-based answers, which can then be taken up by the IFAD country office and the PCMU.   

IV. Programme costs, financing, benefits and sustainability 

 Programme costs A.

 Total and investment and recurrent costs including contingencies are estimated at 173.

US$138.5 million, with a foreign exchange content of US$35.3 million. Given the time needed to 

finance infrastructure development and to build human capacity, the proposed programme 

implementation period is nine years. The AfDB loan implementation period is five years and the IFAD 

loan and ASAP grant period is nine years. Table 4 provides a breakdown of the costs of the 

components and their sub-components. The Outgrower development component accounts for 

US$79.1 million representing 63% of base costs and the Climate resilient community development 

component for US$31.2 million representing 25% of base costs. Programme coordination and 

management accounts for US$14.7 million, representing 12% of base costs. Physical contingencies 

account for US$7.8 million, representing 6% of total programme costs because of the heavy 

investments in civil works. Price contingencies account for US$5.7 million or 5% of base costs. 

Programme costs for infrastructure for sugarcane are based on the latest procurements undertaken 

by EcoEnergy and therefore have a relatively high degree of certainty. 

 Programme financing B.

 The private sector financing.  The total financing package for the private sector portion of the 174.

investment is US$542 million. A consortium of banks led by the AfDB Private Sector Department 

(including the Development Bank of South Africa, KfW, Emerging Africa, Guarant Co and others) will 

finance US$320 million in commercial and blended lending to EcoEnergy. The AfDB commercial loan 

of about US$50 million is scheduled to go to its Board the first half of 2015. The AfDB has requested a 

Euro 30 million grant from the EU for the power portion of the investment, and the Government of 

Sweden is expected to provide a guarantee of about US$95 million to the consortium. The proposed 

investment is at a very advanced stage of preparation, with the private sector partner having already 

spent US$41 million in preparatory and design work. It received a bridging loan of US$56 million from 

Stanbic bank in 2014. Procurement of the mill and 80% of the construction works has been 

concluded
34

. Financial close for the commercial lending package is planned in the second quarter of 

2015. 
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Stanbic Bank Due Diligence Report, 24 September 2013.  
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Table 4. BASIC cost summary 

 

 Programme financing. The cost of BASIC is US$138.5 million in financing. An AfDB 175.

development loan of US$30 million will cover the cost of the construction of bulk infrastructure. An 

IFAD loan will cover US$56.6 million for outgrower development and climate resilient community 

development and programme coordination, while IFAD country grants will provide financing for 

implementation readiness, external monitoring and improved land governance. An ASAP grant of 

US$10million will cover climate-smart development, training and capacity building activities under 

component 2. About US$20 million will be leveraged from the commercial banking system to provide 

financing to outgrower and agribusiness companies, and enterprises in the wider community. The 

Government will provide about US$15 million, including a financial contribution of US$1.25 million to 

cover the employer share of NSSF contributions and the 4% training tax on individuals/consultancy 

companies recruited by the PCMU. Beneficiaries’ contribution is estimated at US$ 4.6 million of which 

US$3.8 is for the outgrower programme, and US$0.8 million for community development. When 

farmers have fully repaid their commercial loans to the banking system their contribution to the 

programme will be almost US$24.5 million representing 17.7% of total costs. The breakdown of 

financing by financiers is provided in Table 5 below.  

 

Table 5. BASIC financing plan 

 

 As part of a ‘land-for-equity’ agreement with EcoEnergy, Government has provided public land 176.

for the nucleus estate under a certificate of occupancy (CO) as its contribution to the programme. 

Under the CO, Eco-Energy will pay about US$31,000 in rent per year for the duration of the lease 

period, subject to periodic review by the Commissioner of Lands. The CO provides for GOT to receive 

a 10% equity share of the company once commercial operations have been initiated. The equity share 

of GOT will rise to 25% 18 years after the start of commercial operations by the sugar mill. 

 Financial and economic analysis and benefits C.

 The economic rationale for BASIC is based on: (a) the production of sugarcane as an import 177.

substitute for brown sugar, and (b) the production of food and livestock products and their processing 

Tanzania (TZS Billion) (US$ Million)

BASIC % % Total % % Total

Components Programme Cost Summary Foreign Base Foreign Base

Local Foreign Total Exch. Costs Local Foreign Total Exch. Costs

A. Sugarcane outgrower development

Bulk infrastructure 45.9 19.1 65.0 29 32 27.8 11.6 39.4 29 32

Outgrower development 48.9 16.5 65.4 25 32 29.6 10.0 39.7 25 32

Subtotal Sugarcane outgrower development 94.8 35.6 130.4 27 63 57.5 21.6 79.1 27 63

B. Climate resilient community development

Village infrastructure and agribusiness development 31.9 10.7 42.5 25 21 19.3 6.5 25.8 25 21

Institution strengthening 7.0 1.9 8.9 21 4 4.3 1.2 5.4 21 4

Subtotal Climate resilient community development 38.9 12.6 51.5 24 25 23.6 7.6 31.2 24 25

C. Programme coordination and management

Programme coordination 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Subtotal Programme coordination & management 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Total BASELINE COSTS 154.1 52.1 206.2 25 100 93.4 31.6 125.0 25 100

Physical Contingencies 8.8 4.1 12.9 32 6 5.3 2.5 7.8 32 6

Price Contingencies 35.6 10.4 46.0 23 22 4.4 1.3 5.7 22 5

Total PROGRAMME COSTS 198.5 66.6 265.1 25 129 103.2 35.3 138.5 26 111

BASIC IFAD IFAD Local Duties 

Components by Financiers IFAD ASAP Country Banks & Farmers & Total For. (Excl. &

(US$ Million) GOT % AfDB % Loan % Grant % grant % Companies % Companies % Amount % Exch. Taxes) Taxes

A. Sugarcane outgrower development

Bulk infrastructure 5.7 12.9 29.8 67.3 6.4 14.4 - - - - - - 2.4 5.4 44.3 32.0 13.1 25.5 5.7

Outgrower development 5.5 12.5 - - 21.4 48.2 - - - - 16.0 36.2 1.4 3.1 44.3 32.0 11.3 27.9 5.1

Subtot. Sugarcane outgrower development 11.2 12.7 29.8 33.6 27.8 31.3 - - - - 16.0 18.1 3.8 4.3 88.7 64.0 24.5 53.4 10.8

B. Climate resilient community development

Village infrastructure and agribusiness develop. 2.9 10.1 - - 13.0 45.4 8.1 28.4 - - 3.8 13.4 0.8 2.7 28.6 20.7 7.3 18.9 2.5

Institution strengthening 0.4 7.0 - - 3.5 60.0 1.9 33.0 - - - - - - 5.8 4.2 1.2 4.2 0.4

Subtot. Climate resilient community develop. 3.3 9.6 - - 16.5 47.9 10.0 29.1 - - 3.8 11.2 0.8 2.2 34.4 24.9 8.5 23.1 2.9

C. Programme coordination and management

Programme coordination 0.8 5.4 0.2 1.5 12.4 80.3 - - 2.0 12.8 - - - - 15.4 11.1 2.4 12.8 0.2

Total PROGRAMME COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9
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for value addition to respond to increased demand for food by people working in the sugar sub-sector.  

Illustrative financial models have been developed to show the financial returns at the company and 

individual level for sugar cane as well as agribusinesses and SMEs. The results of the financial 

analyses are summarised below and confirm the financial viability of the proposed activities.  

 Financial models for sugar cane. Illustrative models for four farms of different total sizes with 178.

different areas of sugarcane and rice have been developed. The four models that have been 

developed are: 80 ha of sugarcane with 10 ha of irrigated rice: 125 ha of sugarcane with 10 ha of 

irrigated rice; 150 ha of sugarcane with 10 ha of irrigated rice; and 125 ha of sugarcane with 40 ha of 

irrigated rice. The assumptions used for the financial analyses are relatively conservative (such as 

only including sugar in the proceeds and using a DOP of 53%), in order to confirm the robustness of 

the model.   

 Company investment costs. The investment cost for the outgrower companies has been  179.

broken down in irrigation equipment, farm equipment and cane establishment.  All costs except farm 

equipment are scalable, so the larger the farm the higher the cash outlay on equipment. Some of the 

farm equipment items vary according to the area to be cultivated, so the larger the farm, the lower the 

per ha cost for farm equipment investment. Equipment for sugar cane is more costly than that for rice, 

mainly due to the green harvester cost.  

Table 6. Cost of investments and financing requirement 

Type of investment (sugar & rice) Mod 1(80+10) Mod 2 (125+10) Mod 3 (150+10) Mod 4 (125+40) 

Irrigation & farm equip (8 yr loan) $ 466 400 $ 614 000 $ 696 000 $ 734 000 
Cane establishment (3 yr loan) $ 151 120 $ 236 125 $ 283 350 $ 236 125 
Company fin (irr&farm equip +cane) $ 617 520 $ 850 125 $ 979 350 $ 970 125 

 

 Financing. The purchase of farm and irrigation equipment is expected to be financed with a 180.

commercial loan from the banking system for 70% of the cost, with a 10% financial contribution by 

farmers, and a 20% incremental equity contribution to cover the cost of climate-smart equipment by 

IFAD, with repayment over 8 years at 12% interest.  The cost of cane establishment will be financed 

100% through commercial loans, as banks are already providing this type of financing to smallholder 

sugar cane outgrowers.   

 Company overheads and depreciation. Each company will be operated and managed by a 181.

professional management and technical staff that will be directed by a board elected by the 

shareholders of the company. The staff costs are largely fixed irrespective of the farm size, while the 

other overheads vary as a function of the size of the farm. The provision for depreciation is crucial for 

farm sustainability. Without it, the farm companies will gradually erode their capital and eventually fail. 

With proper provision for depreciation, companies would not need to borrow to replace capital items 

when their replacement is due, thus ensuring sustainability of the investment.  

 Crop budgets. Two crop budgets for the outgrower companies have been developed, one for 182.

irrigated sugarcane and one for irrigated paddy:  

 Sugarcane. The sugar cane company model is based on information provided by EcoEnergy 
and from other smallholder outgrowers in the region. Irrigated sugar cane is establish in year 
1 and harvested for 7 years, when the cane is replanted. The model reflects the decline in 
cane yields until replanting, with an average of 95 t/ha over the 7 year period, and the variable 
costs for harvesting and transport reflect the changing yields in cane. The base case 
assumptions for the four financial models are: (a) an international sugar price of $367/ton with 
a 100% tariff being applied by GOT to imports for a national price of $735/t in mid-2013, and 
(b) a sucrose content estimated at 13.5%, because the outgrower company will be using the 
same cane varieties, irrigation, cropping and harvesting technologies as those used by the 
nucleus estate. The price paid to outgrower companies for their cane is based on the division 
of proceeds formula currently being applied in Tanzania (only for sugar, or 87% of the 
proceeds), with 53% for outgrowers and 47% for the miller. Gross annual revenue for 
sugarcane over a 15 year period averages US$5,360; variable costs for production, 
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harvesting and transport fluctuate due to the gradual decline in yields, averaging US$1,980 
per ha per year, resulting in a gross margin per ha of cane of US$3,380 per year for 15 years.   

 

 Gross margins for rice. The analysis is based on the experience gained with irrigated rice in 
Tanzania and similar areas in southern Africa. The crop budget is based on the following 
assumptions: the expected yield is a conservative 5 tonnes of paddy/ha per crop and a farm 
gate price of US$350/t. The average variable costs include fertiliser, the application of 
agricultural chemicals, manual harvesting and transport. The gross margin is present in 
Appendix 10 (Attachment 1), and shows the gross annual revenue per crop/ha is US$1,750, 
the variable cost is US$ 1,110, resulting in a gross margin of US$640 per ha.  
 

 Cropping pattern and time period.  The models have been developed to show 15 years, or 183.

two crop cycles for cane. The cropping pattern is assumed to be 80% of the total area for sugarcane 

planted in year 1 and the balance of 20% planted in year 2. The cropping pattern for paddy, with a 

cropping intensity of 1 in year 1, rising to 2 in year 2, and 2.5 in year 3 and continued for the duration 

of the model. 

 Results of company models. The financial model brings together all of the above investments 184.

and operating costs, to show the company cash flow over a 15 year period, with and without 

financing. The charges for bulk infrastructure for the first two years have been reduced because of 

lower initial demand for water and no initial need for bulk infrastructure maintenance and capital 

replacement.  Full depreciation has been included in the model. The cost of sales is a most important 

indicator of the robustness of the investment. With a cost of sales of 68-74% the analysis 

demonstrates that company cane and rice production can withstand even with substantial increases in 

costs or reductions in prices received or yields obtained. Table 6 below summarises the returns by 

size of company, and shows the internal rate of return, with and without financing.  

Table 7. Summary of sugarcane company models financial analysis 

` 

 Per hectare analysis. Cash flow for the 90 ha company after loan repayment in years 2-9 is 185.

US$361/ha, which about 45-50% less than the average cash flow of US$718-895/ha. The larger 

companies are more robust, with financial internal rates of return (FIRRs) of 25-28% without financing 

and 11-14% with financing, but the 90 ha company has a FIRR of 16% without financing, which drops 

to only 3% with financing. While all four companies are financially viable, the smaller the company the 

greater the challenge to achieve and maintain financial viability.  

 Earnings per shareholder. The table below shows the company debt divided by the number of 186.

shareholders. It also shows the earnings of 50 farmers each owning a 2% share of the company. At 

full development, estimated annual earnings per 2% shareholder for the 90 ha company is US$2,090 

compared to US$ 4,631 for the 165 ha company and US$5,203 for the 160 ha company cultivating 

150 ha of cane.  While a portion of this difference is attributable the larger area, the higher costs of 

operating a smaller company also contribute.  
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Table 8. Shareholder debt level and farm earnings 

 

 Sensitivity analysis. In order to determine the robustness of the model, FIRR analysis for 187.

each model has been carried out using a lower and higher price of sugar (US$800/t and US$680/t), 

together with DOP of 53% and 60%, and a sucrose content of 13.5% and 11%. The results show that 

company earnings are very sensitive to changes in the sucrose content, but are far less sensitive to 

changes in the percentage of the DOP. It also clearly brings out how vulnerable the 90 ha company is 

to any price decreases or decline in sucrose content. With a decline in sucrose content to 11%, using 

the base model assumption of US$735 with a DOP of 53%, the companies are more vulnerable, and 

the FIRR with financing turns negative for all of the companies. The analysis clearly shows the 

importance for the outgrowers of achieving high sucrose content, and the likelihood of this outcome is 

greatly enhanced by the capacity building foreseen together with the climate-smart technology.  

 Financial models for agribusinesses. The models which have been developed are: 188.

 The Rainfed conservation agriculture (RCA) model uses advanced conservation agriculture 
techniques to produce larger volumes of crops already familiar to the farmers and population 
in the area, including maize, pulses and oilseeds. These products would find ready markets 
within the workforce employed by EcoEnergy and outgrower companies, and farmers now 
engaged as shareholders in the outgrower companies; 

 

 The three SME models for maize processing, oilseed processing and transportation 
businesses illustrate how opportunities for value adding and provision of services in response 
to both the improved rainfed production and the new markets for food in the area can be 
realised for beneficial outcomes. The maize and oilseed processing businesses are markets 
for RCA produce; 

 

 The Integrated conservation agriculture and livestock (ICAL) model will produce grain and 
fodder crops, as a means of greatly improving productivity of livestock production through an 
intensive zero grazing system. This model will produce high quality beef cattle and dairy 
products as well as grain and oilseeds, some of which for own-use and some will supply the 
new markets for food; and 

 

 The abattoir model demonstrates how value addition would be made to the high quality beef, 
for sale to supply EcoEnergy and other new buyers with enhanced cash incomes, and is the 
market for the ICAL beef cattle. This would be complemented by the other enterprises, with 
oilseed processing (also a market for ICAL) providing edible oil for sale as well as a by-
product (oilseed cake) for sale back to the ICAL business as a feed, the maize mill providing 
processed maize, and the transport business providing a means of getting these items to their 
intended markets.  

 
 A substantial “yield-gap” has been observed. Current yields are 1.5 t/ha for maize, 400 kg/ha for 189.

sesame, 600 kg/ha for pigeon pea, and 1 t/ha groundnut. The yields used in models are on in-country 

trials and adapted to what could be reasonably achieved long term at the farm level. The yields 

expected from improved climate-smart mechanised practises are substantially higher than those 

achieved under the manual labour-based techniques currently employed. They are well within the 

physical capacity of the natural resources, so long as the climate-smart techniques are applied with 

reasonable diligence and skill. The model foresees achieving full development yields over a three-

year start-up period, attaining achieve 4 t/ha of maize, 800 kg/ha of sesame, 1 t/ha of pigeon pea by 

Sugarcane+Rice Mod 80+10 Mod 125+10 Mod 150+10 Mod 125+40

Level of indebtiness by individual 2% shareholder in 50 members

Debt/2% member -$13,200 -$18,072 -$20,839 -$17,681

Average earning/2% member yr 2-15 $1,268 $2,134 $3,865 $3,339

Average earning/2% member yr 2-9 $650 $2,134 $2,863 $2,370

Average earning/2% member yr 10-15 $2,090 $4,091 $5,203 $4,631
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year 3, and 2.5 tons of groundnuts. Forage sorghum and lablab are not currently cultivated, and  

programme yields are taken at 10 t/ha and 20t/ha respectively.  

 The financial analysis for the agribusinesses and the SMEs follows the same approach as used 190.

for the outgrower models, and include company overheads and depreciation, and commercial bank 

financing. For these models, bank financing covers capital costs up to 50%, with 40% equity 

contribution from IFAD for covering the incremental cost needed for the purchase of climate-smart 

machinery, and 10% from shareholders own funds, over either a four or eight year period, depending 

on the size of the investment.  

 The results for the three large agribusinesses are shown below in Table 9, and show high 191.

FIRRs and earnings per shareholder. 

Table 9.  Results of agribusiness models 

 

 The results for the three SME models are show below in Table 10, and are also very 192.

successful.  

Table 10. Results of SME models 

 

 Economic analysis. For the economic analysis, financial prices have been converted into 193.

economic prices using varied Conversion Factors (CF) and taking into account taxation. The 

economic price for sugar has excluded the tariff and has used the international price landed in Dar es 

Salaam, on a cost insurance and freight (cif) basis. All of the cane by-products have been valued. 

Labour costs have been corrected to reflect the unemployment rate, and taxes on inputs and fuel 

have been excluded.   

 Without programme scenario. The recently completed socio-economic study for nine villages 194.

in the programme area has found that living standards are very low, yields are also low, and estimated 

income for households close to the river producing maize and rice on 1.2 ha would give an income of 

about US$360 while households further away would earn somewhat less cultivating only maize, at 

US$360 per year, which has been adjusted to reflect some wage and remittance income, up to 

US$500 per year.  

 Benefit stream. The economic analysis is based on a benefit stream generated from the 24 195.

outgrower companies cultivating about 3000 ha, 11 rainfed conservation agriculture and 11 integrated 
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conservation agriculture and livestock business; with 220 maize mills and 220 oil seed mills being 

used as proxies for a variety of other SMEs, and 50 rural transport businesses. The Sugar Board of 

Tanzania states that for each shilling earned in the sugar sub-sector, an additional 3.2 shills are 

generated by other businesses.  Because the relative short period of the analysis (15 years) and the 

fact that programme is actively supporting the development of non-sugar businesses, this multiplier 

has been reduced to 2.  

 Economic costs. The economic costs have been generated from costab, and combined with 196.

the benefits stream from the companies and the multiplier for sugar investments. None of the costs 

included in the costab economic costs have been included in the crop and company gross margin 

models, therefore, there is no double counting of costs.  

 The economic rate of return and sensitivity analysis. The ERR is estimated at 14% and 197.

justifies the investment. The sensitivity analysis has been linked to the risk analysis. The key risk is 

the availability for water for irrigation and rainfall for the agribusiness, and a significant drought year 

could lead to a drop in benefits. The sensitivity analysis shows a drop in the ERR to 6% for a 1 in 10 

years drought with a total wipe out of yields and recovery over two year, and a drop to 9% for a 1 in 5 

years drought, with achievement of 50% of yields and recovery the next year. This analysis shows 

that the programme is viable at both financial and economic levels.  

 Benefiting households. The participatory nature of company mobilisation and capacity 198.

building activities makes it difficult to estimate the specific number of benefiting households, because 

no specific sizes are per-set. The number of shareholders in the companies formed will be determined 

by the members themselves on the basis of their socio-cultural affinities.  It is estimated that about 

1500-2000 households will directly benefit as shareholders in outgrower companies, while an 

additional 800-1100 jobs will be created, and that there will be 1450 households benefiting from 

agribusiness development, with the creation of about 800 jobs.  Estimates for SMEs are far more 

tenuous: with the creation of 500 SME, it is estimated that about 2370 households will benefit either 

as owners, shareholders, or employees.  An additional 2500 household in the outer circle villages will 

benefit from household grants for climate resilience activities such as rain water harvesting. A total of 

10,200 (representing about 51,000 people). Given the low population density of the area, it is 

expected that every household will benefit in some way from the programme, for example through 

farm trials and demonstrations financed by the programme, and additional work by the district as a 

result of the institution strengthening provided by the programme.    

 Non-financial benefits. The most important non-financial benefit accruing to families will be 199.

the increase of their wealth because they will hold bankable and tradable titles to their farm land. This 

major benefit, which can become a financial benefit to those who use their land as collateral, or who 

ultimately sell their land, will accrue as a direct result of the issue of CCROs. There will also be a 

number of quality of life improvements associated with the development of village infrastructure, 

including better access to clean water and greater water availability for households, improved 

sanitation and waste disposal at both the village and household levels, and reduced labour burden for 

women and youth. These investments will also stimulate their own employment, in terms of need for 

artisans and maintenance. Given the low population density of the area, it is expected that every 

household will benefit in some way from the programme, for example through farm trials and 

demonstrations financed by the programme, and additional work by the district as a result of the 

institution strengthening provided by the programme.   

 Climate-smart technology and better spatial land use planning are expected to bring a number 200.

of non-quantifiable benefits. Because of village infrastructure and household level investments, 

households will have more secure access to water during the drier periods of the dry season. 

Together with careful use of water, this should help households withstand these periods. Through the 

introduction of climate-smart agricultural technologies, production will increase thus improving 

incomes and making them be more resilient to extended dry periods. With improved incomes, 

households will be better able to cope with extreme weather events. 
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 Sustainability and scaling up D.

 All technologies which will be adopted under the programme focus on environmental 201.

sustainability. For sugar cane, there will be a no-burn policy when clearing land, and green harvesting 

will reduce greenhouse gas emissions and also eventually reduce the need for agrichemicals. The co-

generation using a high pressure boiler for renewable power for internal energy usage and its export 

to the national grid is another sustainable technology approach. With regard to the environment, the 

private sector will implement 14001 ISO standards and is aiming for BONSUCRO certification for the 

nucleus estate and outgrower companies. To guide programme implementation, a draft ESMP has 

been prepared and will be soon finalised. Plans have been developed to address a number of issues 

including hazard waste and materials management, erosion and water course management, and 

workplace emergency preparedness. Outgrower companies will be supported to follow the same 

environmental practices as the nucleus estate. Better land-use management and climate-smart 

agricultural and livestock technologies are aimed at promoting climate resilience in the drier areas. 

 The approach of supporting subsistence farmers to organize themselves into registered 202.

companies, with credible business plans linked up with the banking system right from the start, aims 

to establish the long-term commercial relationships which underpin good businesses. BASIC 

partnership with the financial sector will be key to the sustainability and scaling-up of the programme's 

economic benefits in the wider community since it will ensure that businesses can grow and advance 

to commercial scale based on expanded finance from banks and the private sector well beyond the 

programme’s timeframe. The outreach to the wider community and incremental ASAP financing for 

sustainable livelihood diversification and capacity building investments for building climate resilience 

will also contribute to long-term sustainability of overall investments and expand benefits to IFAD 

target groups in Bagamoyo district. Since ASAP cofinancing will be addressing climate issues not 

typically included in a loan assessment process, an important activity of the programme will be to 

sensitise the lending organisations providing most of the financial capital to the importance of ASAP 

grant funding as a part of the overall investment package and longer time horizon required to ensure 

investment sustainability. 

 Scaling up. As a large scale 4Ps, the whole programme and the outgrower programme is an 203.

example of scaling up. National sugar production will increase by 50% in the country. The District of 

Bagamoyo will see a boom in rural growth and the people will see a transformation in their livelihoods. 

The Government will have an operational climate-smart commercial/outgrower/wider community 4Ps 

model to replicate elsewhere in the country. This will also be relevant elsewhere, especially in Africa, 

within the context of growing interest and concerns regarding large-scale land-based investments and 

the application of the African Union’s Principles and Guidelines for Large-scale Land-based 

Investments. In addition, BASIC's support for multi-stakeholder dialogue and long-term independent 

monitoring of environmental and social impacts is also expected to elevate current standards for 

transparency and accountability to civil society and other nongovernmental partners for the other 24 

BRN schemes that will be developed in the future.  

 Both AfDB and IFAD are major development partners in the agriculture sector in Tanzania, 204.

together with the World Bank and the EU. The AfDB private sector department financing for the 

EcoEnergy commercial investment has created a unique opportunity for outgrowers and support to 

the wider community. The AfDB-IFAD joint financing of BASIC will strengthen the partnership between 

the two institutions and demonstrate their commitment to the private-sector driven approach of GOT 

for scaling up and transforming agriculture and making it climate resilient.  

Loan assurances 

 The following assurances were given at loan negotiations: 205.

 the relevant contracts for the construction of bulk infrastructure to be tendered before 

IFAD approves any funding for physical works for on-farm construction under the 

Financing;   
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 the relevant contracts for the construction of the water storage facilities to be tendered 

before IFAD approves any funding for on-farm physical development under the 

Financing; 

 the relevant flood protection barriers to be tendered before IFAD approves funding of 

outgrower on-farm physical development. 

 the signature of the two long-term contracts for capacity building within nine months from 

the signature of the IFAD and ASAP financing agreement; 

 the adoption of performance-based contracts, carry-out regular performance evaluations 

and immediately dismiss non-performing staff; 

 ensure that TANESCO provides a reliable supply of electricity to outgrower companies at 

no more than 25 percent make from its purchase price from EcoEnergy. If TANESCO is 

unable to ensure a reliable supply of electricity, provision will be for EcoEnergy to supply 

electricity at cost directly from its sugar mill.   

 adopt construction standards up to those adopted for the nucleus Estate for outgrower 

infrastructure, dyke and haulages roads and on-farm construction, and ensure 

compatibility of the bulk irrigation and drainage equipment to facilitate shared spares 

stockholding and its operation and maintenance; 

 take all necessary measures to provide adequate and continuous flow of water to the 

Programme Area, specially to the villages, outgrower companies, the nucleus estate, and 

the mill, so to ensure proper irrigation of the outgrowers' and of the nucleus estate's 

sugarcane, including expedited review and approval of water permit requests; and 

 put in place accounting software  acceptable to the Fund for managing the Programme’s 

financial reporting shall have been installed and become operational and whilst the 

Programme is in the process of procuring and installing the accounting software, to 

maintain appropriate manual double-entry accounting records. 
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Appendix 1: Country and rural context background 

1. This Appendix presents a discussion of: (a) the country context, (b) the policy framework; (c) 
institutional context, and (d) the sugar sub-sector. 

Country context 

2. The United Republic of Tanzania was formed in 1964 by the unification of mainland Tanganyika 
and the isles of Zanzibar. It has a long coastline and borders with eight countries, of which five are 
landlocked, so it could become a regional commercial hub. Its land is rich in biodiversity and natural 
resources, including sizable deposits of natural gas. Tanzania is currently ranked 152nd out of 182 
countries on the HDI index; its business environment, 134th out of 185 countries; and government 
effectiveness 135th out of 212 countries. For the last two indicators, Tanzania’s ranking has 
deteriorated over recent years. Life expectancy at birth is 60 years; the male literacy rate is 75% and 
female is 60%. Average family size is 4.8 persons. About 13 million people out of a population of 46 
million were living in poverty in 2012.   

3. Economic context. Tanzania has experienced high economic growth, averaging between 6-
7% per year over the past decade, based on sound macroeconomic policy and economic 
liberalization. Over the past decade, Tanzania’s economy has become significantly more open, and 
the trade-to-GDP ratio has increased from 13.5% in 2000 to more than 30% in 2011, the highest rate 
among the East African Community countries. The inflation rate continued to decline in 2013, 
reaching a rate of 6.3% by October 2013, down from 20% in at the end of 2011. The most significant 
transformative factor for the economy is the discovery of large natural gas reserves that are expected 
to begin production in 5-7 years. In the medium term, annual GDP growth is expected to rise to 7.5% 
or higher due to an expanding mining sector and expanding exports.  

4. Tanzania has made good progress in the rehabilitation and extension of the road network, but 
improvement and expansion of the rural road network is still needed to reduce production and 
transport costs for agriculture. The country needs to continue to strengthen transparency and 
accountability across sectors at all levels, especially in the context of future exploitation of natural gas 
reserves. The most significant constraint on growth, reported by 80% of businesses operating in 
Tanzania, is the unreliability of the provision of electrical energy and the length of time required for 
complying with the country’s business regulations.  

5. Poverty, human development, and demography. The recent National Household Budget 
Survey shows that the percentage of people living in poverty has declined from 33% in 2007 to 28% in 
2012. Tanzania is on track to meet targets for three of the seven Millennium Development Goals 
(MDGs): reducing infant and under-five mortality, combating HIV/AIDs and malaria, and addressing 
gender inequality. Fertility rates remain high, making it difficult to achieve sufficient per child 
investments in health and education, and lowering the savings rate of the country. Around 1.6 million 
people are living with HIV in Tanzania, representing 6% of the population. The severity of the 
epidemic differs widely from region to region, with some regions reporting an HIV prevalence of less 
than 2% and others as high as 16%.  

6. Women and youth. Women of reproductive age (15-49 years old) represent 24.5%
35

 of the 
population, and face challenges in economic empowerment and access to decision-making at all 
levels. There are many customary practices that discriminate against women. Youth (15 - 24-years) in 
Tanzania represents roughly 18% of the total population and this share remained stable between 
1990 and 2010. In absolute numbers, the size of Tanzania's youth almost doubled from 4.4 million in 
1990 to 8.1 million in 2010. It is expected to swell to 11 million by 2020 and 15 million by 2030. Young 
people accounted for 28% of the labour force in 2010 in Tanzania

36
.  

7. Agriculture. The agricultural sector contributes to about one quarter of GDP and provides 
employment to three quarters of all Tanzanian workers, while fulfilling 95% of the country’s food need. 

                                                      
35

 Source: National Bureau of Statistics, Tanzania.  
36

 See Appendix 2 for a full discussion on women and youth in Tanzania and the programme area.   
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The country has 95.5 million hectares (ha) of land, of which 44 million ha are classified as arable, with 
only 23% under cultivation. The area suitable for irrigation is estimated to be about 29.4 million ha, 
with about 1% under irrigation. About 80% of production comes from subsistence farmers relying on 
the manual practices in rainfed production, with limited areas under medium and large-scale farming. 
Despite having abundant land and natural resources, low levels of investment in the agricultural 
sector has produced a situation under many agricultural commodities are imported rather than being 
produced domestically.  Trade data shows that substantial quantities of sugar, maize, vegetable oils 
and pulses are imported. This means that local producers could be producing at a price advantage.  

8. Over the last 40 years, there seems to be an increase in weather variability, including extreme 
weather events, notably floods and droughts both within and between seasons. Temperatures seem 
to be increasing and accompanied by a trend of decreasing annual rainfall, with changes in both the 
start and end of the cropping seasons. To date, agricultural production gains have been based on 
expansion of the area cultivated rather than yield increases, and this expansion process has been the 
driver of deforestation and land degradation.

37
 Smallholder agriculture is labour intensive with little 

application of modern technologies and inputs and high vulnerability to weather shocks. Agriculture is 
a sector where significant productivity achievements can be made, while making production climate 
resilient.  

9. Livestock. There were about 21.3 million cattle, 15.2 million goats and 6.4 million sheep in 
2011 in Tanzania. It is estimated that about a quarter of the land area of the country is used for 
grazing. Other livestock include 1.9 million pigs, 35 million local breeds of chicken and 23 million 
improved chicken. About 90% of the livestock population is of indigenous breeds. In 2012, about 60% 
of rural households report earning income from livestock, which provides an average of about 22% of 
the household income. Livestock accounts for about one quarter of agricultural sales. Extensive 
pastoralism is recognized, and village governments often welcome pastoralists because of their 
wealth but conflicts results when farmers whose crops are damaged cannot protect themselves and 
suffer the consequences

38
.  As with food stuffs, there are also large quantities of imported red meat 

and dairy products.  

10. Land tenure. Only 11% of the land in the country has been surveyed and only 5% is 
registered. Of the estimated 12 million plots used for agricultural production in 2010/11, approximately 
87% were owned by farming households. Farmers claim to have rights to about 12% of the plots they 
own, but only a third of these have officially recognised titles: either Certificates of customary right of 
occupancy (CCROs) or Granted rights of occupancy (GROs).  Other semi-formal documents such as 
inheritance letters or letters of allocation from the village government do not provide full security of 
ownership. Holding a recognised land title for farm ownership is critical for farmers to achieve land 
tenure security and is also a pre-requisite for undertaking conservation and productivity enhancing 
investments for farming as a business, as well as obtaining financing from the banking system.  

11. Legislation passed in 2000 is aimed at making land use more productive and strengthening 
land tenure security through a decentralised process of land demarcation, titling, registration and 
conflict resolution.  Land is divided into three categories, each with its own regulations: village land 
(accounting for about 70% of the total and administered by village councils); reserved land (28% and 
administered under various laws); and general land (2%, administered by the Commissioner of 
Lands)

39
. In reality, progress on implementation of land reform has been slow. Ensuring that farmers 

hold recognised CCROs gives them security of tenure for their land, and will be an incentive to raise 
agricultural productivity and invest in environmental conservation measures.  

12. Development challenges. To sustain high growth and make it more inclusive in order to 
reduce poverty, Tanzania needs to address infrastructure bottlenecks, improve the business 
environment, increase agricultural productivity and value addition, improve service delivery to build a 

                                                      
37

 Tanzania Climate Resilience Plan 2014-19, MAFC June 2014. 

38
 Aligning and harmonizing the livestock and land policies of Tanzania, Dr Furaha Lugoe, Economic and Social 

Research Foundation, Dar es Salaam, 2011.  

39
 Tanzania Economic Update, World Bank, Issue 2, October 2012.  
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healthy and skilled workforce, and manage growth in rural and urban areas. Potential climate change 
impacts could put at risk efforts to sustainably commercialize agriculture and scale up irrigation. 
Developing responses to promote resilience to climate change is also becoming a key priority to 
preserve the capacity of natural resources. 

Policy framework
40

 

13. Tanzania Development Vision 2025 (called Vision 2025). The guiding framework for 
articulating policies and strategies in Tanzania is in its Vision 2025. It aims to promote the socio-
economic transformation required to move the country to medium income status by 2025, with a high 
level of human development. The Vision has three major objectives: achieving a quality and good life 
for all; good governance and the rule of law; and building a strong and resilient economy that can 
effectively withstand global competition. Agriculture is expected to become a key driver of the 
transformation process, moving from a low productivity system that is mainly dependent on rainfall 
and rudimentary technology, to a semi-industrialized one in which irrigation and modern technology 
generate production to support manufacturing activities.  

14. MKUKUTA II (National Strategy for Growth and Reduction of Poverty Phase II known by its 
Kiswahili acronym). MKUKUTA II focuses on growth and productivity enhancements, with greater 
alignment of the interventions towards wealth creation as a way out of poverty.  MKUKUTA II focuses 
on promoting the response of the country to the opportunities created by regional development, 
particularly the establishment of the East Africa Common Market.  It has also focused on scaling up 
the role and participation of the private sector in priority areas of growth and poverty reduction, such 
as agriculture.  

15. Big Results Now! (BRN). The Government is putting itself under pressure to “deliver” concrete 
development results in six sectors, of which one is agriculture and another energy. Under the BRN, 
the Presidential Delivery Bureau has been set up as the coordination mechanism to work across 
ministries to deliver results for the objectives already set under its development policy documents. 
Thus, ministries have prioritized their individual activities and programmes within the context of the 
BRN, and have committed to the delivery of concrete outputs and outcomes. One of the three ”big 
ideas” under the BRN for agriculture is the delivery of 25 commercial and outgrower investments, 16 
for sugar and 9 for rice. The BASIC programme will be the first and the model for the others, and the 
BRN Delivery Bureau for Agriculture will be responsible for overseeing programme execution and 
resolving bottlenecks.  

16. Southern Agricultural Growth Corridor of Tanzania (SAGCOT). SAGCOT is an inclusive 
multi-stakeholder partnership to rapidly develop the region’s agricultural potential.  It was initiated 
during the World Economic Forum (WEF) Africa summit 2010.  The objective is to foster inclusive, 
commercially successful agribusinesses to benefit the region’s small-scale farmers, and in doing so, 
to improve food security, reduce rural poverty, and ensure environmental sustainability. The direct 
investment by EcoEnergy in the mill and nucleus estate for the Bagamoyo sugar project is the first 
such investment on such a scale in the agricultural sector in Tanzania in 40 years. The Green 
Reference Group of SAGCOT monitors the various initiatives in the corridor and its environmental 
strategy is based on an ecosystem approach, and the precautionary principle of identifying potential 
problems before they become real problems. The polluter pays principle will also be applied, 
acknowledging that investors are financially and legally responsible for the costs of mitigation and 
rehabilitation. IFAD is part of the Green Reference Group.  

17. Decentralization by Devolution  (DbyD). Tanzania Local Government Act of 1982, which 
was revised with the Local government reforms of 1998, has defined a local government system 
which is based on political devolution and decentralization of functions and finances within the 
framework of a unitary state. Under the policy of decentralization by devolution, Local government 
authorities (LGAs) are responsible for delivering all services at the local and village level. This policy 
has meant that central government ministries, departments and agencies (called MDAs) have 

                                                      
40

 A more complete description of the policies are found in the Working Papers on Climate Resilient Community 

Development and Agriculture, and the draft Environmental and Social Impact Assessment, AfDB, April 2014 (Appendix 

13).  
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remained with four major functions: policy formulation and guidelines, capacity development of LGAs, 
coordination and feedback (technical backstopping), and policy monitoring and evaluation. In 
mainland Tanzania local elections are held after every five years. The local authorities have revenue-
raising powers, and levy taxes and fees, as well as receiving transfers from the union government. 
They are responsible inter alia for economic development planning; law and order; agriculture, 
business and industry support services; and promotion of economic and social welfare. 

 
18. The National Climate Change Strategy was approved by Parliament in 2013.  Some of the 
key sectors identified as relevant to Tanzania are: agriculture (including change to crop, livestock and 
fisheries production levels, and losses caused by catastrophic events); forestry (changes caused by 
anthropogenic and catastrophic events); energy (changes in demand and weakening of hydro-
electrical supply because of changing river flows and lake levels); water and sanitation (changes in 
water quantity and quality and greater water demand); and health (changes in climate related to 
increases in disease).  

19. The National Environment Policy (NEP) of 1997 is the main policy document governing 
environmental management in the country. It addresses environmental issues both as natural and 
social concerns, and adopted the key principle of sustainable development. The Environmental 
Management Act of 2004 lays out the responsibilities and functions of the various institutions for the 
environment, and the types of projects requiring environmental impact assessments. The National 
Environment Management Council (NEMC) is responsible for the environmental impact, and audit 
regulations of 2005 lay out the requirements for impact assessment.  

20. The Agricultural Policy of 2013 is a sequel to the Agriculture and Livestock Policy of 1997 
formulated prior to the split of crop and livestock sub-sectors into separate ministries. The overall 
objective is to improve food security, promote integrated and sustainable use and management of 
natural resources (land, soil, water and vegetation) in an efficient, profitable and competitive manner, 
while contributing to the improvement of livelihoods of the people. The policy also provides an overall 
direction for irrigation development with specific emphasis on improvement of traditional irrigation 
schemes, support to water harvesting irrigation schemes, private sector involvement, and support for 
water users associations or cooperatives.  

21. The goal of National Livestock Policy (2006) is to commercialize the industry and stimulate its 
development while conserving the environment. The aim is to support the livelihoods of livestock 
farmers through increased incomes and self-sufficiency in food of animal origin and thus supporting 
overall country efforts for poverty alleviation.   

22. The Agricultural Sector Development Strategy II (ASDS II) provides the framework for 
transforming the sector from subsistence to commercial agriculture whilst achieving food and nutrition 
security, creating wealth and reducing rural poverty. Tanzania Agriculture and Food Security 
Investment Plan (TAFSIP) is a 10-year road map (2011/12 to 2020/21) to rationalize the allocation of 
resources for agricultural growth, reducing rural poverty, and improving household food and nutrition 
security. The plan foresees priority investment in irrigation development, sustainable water resources 
and land-use management; production and commercialization, and private sector development. 

23. Tanzania Agriculture Climate Resilience Plan (TACRP), 2014–2019. In line with the National 
Climate Change Strategy, the recently prepared TACRP has been developed with “the strategic 
direction of modernizing the agriculture sector through promoting large-scale commercial farms, 
irrigation expansion, strengthening value chains, and improving linkages with smallholders”. The 
priority areas for mitigating the effects of climate change are: (a) agricultural water and land 
management, focusing on catchment management and adoption of sustainable agriculture and water 
management practices; (b) accelerating uptake of climate-smart agriculture, including building 
supporting evidence for climate-smart agricultural practices and incentives at the district level, and 
generating awareness and capacity for these practices; (c) reducing impacts of climate-related shocks 
and instituting measures to diversify livelihoods and to respond to weather related-shocks; (d) 
strengthening  knowledge and systems to target climate action; and (e) mainstreaming gender into 
climate change actions for agriculture. In promoting climate resiliency, the approach will be to reduce 
the environmental impacts of agricultural activities that can drive climate vulnerability.  
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24. The Water Resources Management Act (2009) articulates the importance of irrigation for 
transforming agriculture into a stable, highly productive, modernized, commercial, competitive and 
diversified sector, generating higher incomes, maintaining food security and stimulating economic 
growth. This policy was formulated to ensure optimal availability of land and water resources for 
agricultural production and productivity to contribute effectively towards food security and poverty 
reduction as laid out in the MKUKUTA. The National Irrigation Development Strategy and the legal 
and regulatory frameworks for irrigation lay out the management of water resources by stakeholders, 
including the framework for water user associations (WUAs) and for irrigator organisations for 
obtaining water rights certificates.  

25. The National Irrigation Act (2013) provides for the establishment of an National Irrigation 
Commission, and provides for the development and, operation and maintenance of irrigation and 
drainage systems developed by government to operationalise the National Irrigation Policy and the 
National Irrigation Development Strategy. The Act also provides for the declaration of irrigation areas 
to facilitate the development of irrigation schemes. The Act defines three categorises for irrigation 
schemes. Small, medium and large scale but does not define these categories by area irrigated. 
Irrigators are categorised as; (a) individual farmers, (b) irrigator organisations, (c) companies; (d) 
public entities; (e) non-governmental organisations and (f) any other body of persons. 

26. The overall objective of the National Land Policy (1997) is to promote and ensure a secure 
land tenure system, to encourage the optimal use of land resources, and to facilitate broad-based 
social and economic development without upsetting or endangering the ecological balance of the 
environment. The policy focused on ensuring that areas such as forests, river basins, areas of 
biodiversity and national parks remained available for communities. Two types of land tenure are 
recognized under the policy: customary land rights, and granted right of occupancy. The policy has 
been further refined under the Village Land Act, No. 5 of 1999 and its 2002 regulations, and the Land 
Use Planning Act, No. 6 of 2007. Guidelines for Participatory Village Land Use Planning have been 
prepared in 2013 which outline the process for villages to obtain their Village land certificates and then 
establish their land registries to issue CCROs to individuals and entities.  

27. Gender. Vision 2025 aims to attain “gender equality and the empowerment of women in all 
socio-economic and political relations and cultures.” In 2000 Tanzania adopted a Women and Gender 
Development Policy (WGDP), to ensure gender mainstreaming in all government policies, programs, 
and strategies. The 2005 National Strategy for Gender Development specifies how gender 
mainstreaming is to be implemented, including improving women’s school attendance and completion 
of higher levels of education, equal access to engage in economic activities, equal right to land, and 
specific levels of representation of women in elected bodies and government offices. While progress 
towards more equitable gender rights has been one of the three MDGs out of seven that Tanzania is 
on track to reach, there is still scope for improvement, particularly in rural areas.  In 2013, the Ministry 
of Community Development Gender and Children prepared the National Guidelines for Mainstreaming 
Gender into Climate Change related policies, plans and strategies which outline the need for training 
of staff in climate change adaption concepts and gender.   

Institutional framework 

 

Relevant Government departments and agencies 
 
28. Ministry of Agriculture, Food Security and Cooperatives (MAFC). It is the responsibility of 
MAFC to deliver quality agricultural and cooperative services, provide a conducive environment to 
stakeholders, build capacity of local government authorities, and encourage the private sector to 
contribute effectively to sustainable agricultural production, productivity and cooperative development. 
MAFC carries out these responsibilities by: formulating, coordinating, monitoring and evaluating the 
implementation of relevant policies in the agricultural sector; collaborating with the private sector, local 
government and other service providers to provide relevant technical service in research, extension, 
irrigation, plant protection, crop promotion, land use, mechanization, agricultural inputs, information 
services and cooperative development; undertaking crop monitoring and early warning, maintaining 
strategic food reserves and promoting appropriate post-harvest technologies; and promoting and 
coordinating research and development and training. Since 2010, irrigation development has been the 
responsibility of MAFC, but there is weak coordination of water resources planning and limited 
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capacity for watershed management. Information about water availability is held by the Ministry of 
Water, while irrigation development is with MAFC. Work is underway now to establish an Irrigation 
commission within MAFC.  
 
29. Ministry of Water (MOW). MOW is responsible for water resources management frameworks 
and sector coordination, and develops the policies, guidelines and legislation for the sector. It is 
responsible for oversight of the operations of the water offices and boards, which implement water 
laws and resolve conflicts.  
 
30. Water users’ associations (WUAs). The water resources management policy foresees an 
important role for water user associations. These are groups of water users at a local level, with 
representation in sub-catchment committee level. The WUA includes user groups who use water for 
all purposes including domestic, livestock, industrial and irrigation. The term Water Users’ Association 
is very often used for an organization of water users at irrigation scheme level. In Tanzania, water 
users for irrigation are called Irrigator Organisations (IOs), while WUAs are used in a wider context  
for a larger and more diverse group of water users. These WUAs are tasked with: managing allocation 
of water resources at local level; managing equitable allocation of resources during drought; 
mediating in local disputes. 
 
31.  The Wami Ruvu Basin Water Office (WRBWO) is based in Morogoro and is responsible 
management of water resources in three of the country’s most important areas: the Wami River Basin, 
the Ruvu River Basin, and the coastal drainages. Administratively, all three of these are collectively 
referred to as the Wami/Ruvu Basin. WRBWO is in charge of data collection, processing, monitoring 
and resource assessment; co-ordination of basin planning; issuing and revoking water rights and 
discharge permits; enforcing water rights and pollution control measures; promoting co-operation 
between sectors at the local level; and resolving conflicts and coordinating stakeholders. The 
WRBWO is responsible for the issuing of water use permits as approved by the Wami Ruvu Basin 
Water Board. Eco-energy as a company has already secured a temporary water permit. 

32. Ministry of Land, Housing and Human Settlements Development (MLHHSD). MLHHSD is 
responsible for land administration, survey and mapping, physical planning and housing. The National 
Land Use Planning Commission falls under MLHHSD and was established to harmonize and co-
ordinate all land-use related policies and legislation, as well as promote effective protection and 
enhancement of land quality with the aim of ensuring sustainable utilization of land so that it can 
provide optimal production to foster socio-economic development and maintenance of land quality for 
long-term productivity. The National Land Use Planning Commission is responsible for registering 
Village Land Certificates and CCROs for individuals and entities.  

33. Tanzania Electric Supply Company Limited (TANESCO). TANESCO is a parastatal 
organization that was established in 1964 and whose core business is generation, transmission, 
distribution and sale of electricity to the Tanzania mainland and bulk power supply to the island of 
Zanzibar. The Government of Tanzania (GOT) wholly owns TANESCO. TANESCO will purchase 
electricity from the EcoEnergy nucleus estate and will sell electricity to outgrower companies. The 
Rural Energy Agency (REA) is responsible for the development of off-grid power supply for rural 
communities too far away to be connected to the national grid. The Tanzania Meteorological Authority 
(TMA) is responsible to observe, collect, archive and disseminate meteorological and related 
information for the country.  

34. Prime Minister's Office, Regional Administration and Local Government (PMO-RALG). 
PMO-RALG leads the DbyD process and its functions include: helping LGAs to provide quality 
services, managing the interface with line ministries, development partners and LGAs, and 
formulating policies; monitoring support provided to LGAs by Regional Secretariats as well as regional 
affairs; and providing quality and timely information and advice to LGAs on policies, approaches, 
systems and planning methodologies, capacity building, and legal support and advice to the ministry 
and to LGAs.  PMO-RALG head office is in Dodoma.  

35. All district support services fall under PMO-RALG, which is responsible for linkages with their 
respective line ministries.  For example, because district agricultural extension services fall under 
PMO-RALG since the DbyD in 1998, there is no direct link between the staff of technical ministries 
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such as MAFC and district level staff such as extension officers. The main challenges for service 
provision at the district level are the extremely low budget allocated for field activities in rural areas 
and the lack of coordination between the release of funds and the timing of activities on the ground 
relative to the dry and wet seasons.  

36. Local government. Local governments have the responsibility for social development and 
public service provision within their jurisdiction, facilitation of maintenance of law and order and issues 
of national importance such as health, education, agriculture, roads and water. Local governments 
have their elected councils, their committees and their professional administrative staff appointed by 
the central government. Local governments have very limited revenue raising capacity. The central 
government pays the salary of local government elected officials and professional administrative staff, 
but release of funds from the central government for capital and recurrent expenditure by the districts 
for service provision to the people is only a small percentage of what is budgeted. The release of 
funds often comes in the third or fourth quarter of the budget cycle, so districts do not have adequate 
time to spend the limited funds they do receive.   

37. The main challenge faced by district agricultural extension staff is the low budget allocation for 
field activities and the lack of coordination of the release of funds with the growing season. Extension 
officers lack the means of transport to reach the farmers and have few financial resources for carrying 
out demonstrations and field experiments on new technologies, so they are not able to provide the 
services expected. While farmers recognize the role and importance of having an extension officer in 
their areas, they often do not adopt the new agricultural technologies disseminated, because of lack 
knowledge and farm management skills. Without close follow-up, farmers will not gain the knowledge 
and skills they need to move from subsistence to commercial agriculture.

41
 

38. Bagamoyo district administration (BDA). BDA has departments for Agriculture, Livestock, 
Community development (with sections for Gender and HIVS), Land-use planning and natural 
resource management (with sections for Land titling and Forestry), and Environment and sanitation, 
as well as the supporting administrative departments for Procurement and Finance. The field 
departments are adequately staffed but have very limited logistical, computer and operational support 
to carry out their activities. The procurement unit is staffed, but with limited space and computers.  
The Finance department is well staffed and equipped.   

39. Village governance. Villages are the basic administrative unit for government to interact with 
its citizens, and villages are expected to take on increasing levels of responsibility. For example, there 
are no birth records for many babies born at home in rural areas. A birth certificate is a key document 
for participating in the modern economy and the lack of one can become a real challenge for obtaining 
required identification documents. The GOT has recently decided that villages will now be responsible 
for the issue of birth certificates. Villages are also expected to establish their own land registries to 
issue land tenure documents to their residents. 

40. Village government is laid out in sections 55 to 62 of the Local Government (District Authorities) 
Act 1982. The village assembly is composed of every person who is ordinarily resident in the village 
and who has reached the age of 18 years. The village assembly elects the village council, which is the 
executive organ in respect of all affairs in the village. The Minister responsible for local government 
determines the number of members of the council and the election procedures to be followed. 
Currently, a village council consists of 15 to 25 members elected every five years by the village 
assembly, with a chairperson also elected by the village assembly. Affirmative action for women’s 
representation was added to the legislation in 2000, and at least one quarter of all council members 
should be women. Currently, the standing committees of village councils include: finance and 
planning, social services, defence and security, HIV/AIDS and ethics.  

41. The powers and responsibilities of village councils are to: undertake activities for economic and 
social development of the village; safeguard the welfare and wellbeing of the residents of the village; 
plan and co-ordinate the activities of and render assistance and advice to the residents of the village 
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Wageningen University and Research Centre, Elifadhili Daniel, February 2013. 
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engaged in agricultural, horticultural, forestry or other activity or industry of any kind; encourage the 
residents of the village to undertake and participate in communal enterprises; and to participate, by 
way of partnership or any other way, in economic enterprises with other village councils. Village 
development plans and budgets have to be approved by the District council. In practice the autonomy 
of the village is constrained by the lack of personnel and finances. Village councils do not have their 
own personnel. The Village executive officer and extension workers are employees of the district and 
report upwards to them, and not to the elected village council. The revenue raising capacity of the 
village council is extremely limited, and local taxes are used to pay local tax collectors and other 
administrative expenses.  

Private-sector partners 

 

42. Ago-EcoEnergy.  Agro-EcoEnergy is the investor for sugar cane development in Bagamoyo 
district, and is the principal private-sector partner for the programme. The GOT has provided 
government-owned land to the investor (Agro-EcoEnergy Tanzania) for the nucleus estate

42
. Agro- 

EcoEnergy is a Tanzanian subsidiary of EcoDevelopment in Europe AB, a Swedish company that 
owns 30% of SEKAB, one of the largest producers of green chemicals based on ethanol in Europe. 
EcoEnergy is committed to social and environmental issues. 

43. CRDB. CRDB, formerly the Cooperative Rural Development Bank, is a commercial bank 
privately owned by Tanzanian institutional and individual shareholders. It has a dense countrywide 
branch network, with a mix between retail orientation and financing of small and medium sized farm 
and non-farm rural entrepreneurs. It states that it processes over 50% of lending for agriculture in the 
country. In Kilombero, CRDB finances both the working capital requirements of small groups of 
outgrowers, and their investment needs specifically for the establishment of their sugarcane plots. 
CRDB Bank has operated a branch in Bagamoyo since November 2011.  

44. NMB. NMB, previously the National Microfinance Bank, is a majority Tanzanian owned 
commercial bank, with one third of its shares publicly listed and one third owned by the GoT. The 
Dutch RaboBank has a 34% share in NMB. NMB operates through 154 branches with at least one 
branch in each district of the country. In Kilombero, NMB has been providing working capital loans to 
outgrowers as a major part of its portfolio in this branch. The NMB branch is the oldest in Bagamoyo.  

Sugar sub-sector 

 

45. Global sugar market. Sugar is key consumer commodity, and only about 20-25% of sugar 
produced globally finds its way onto the world market, with most traded regionally. Brazil produces 
over half of the sugar supplied to international markets, followed by India. The United States and the 
European Union have supported sugar prices in their home markets for decades; since 2007 the EU 
has decided to gradually move towards a more open market approach. There is a variety of 
agreements between developed countries and sugar producing countries to purchase sugar at 
preferential prices to satisfy consumer demand while protecting domestic producers. In 2011, the 
world market had substantial sugar surpluses, the world price declined from US$750/T to about US$ 
450/T, but in 2014 production is less than projected demand and prices are expected to increase. 

46.  Regional sugar market. The countries in the East and Southern Africa region are dependent 
on sugar imports to fulfil half to two thirds of regional demand. Regional demand is expected to 
increase by over 5-7% per year for the foreseeable future as a result of rising per capita consumption 
and population growth.  

47. Tanzanian sugar demand. Per capita sugar consumption in Tanzania is 11 kg/year, compared 
to 24 kg/year in Kenya and 35 kg/year in South Africa. At this level of consumption, total annual 
demand in Tanzania for sugar is about 590,000 tonnes (T). Total national production is about 
300,000 T, so Tanzania currently imports about 290,000 T, or almost one half of its needs. At a world 
price of about US$450 T, the cost to the country can be estimated at about US$ 150-200 million per 
annum which will continue to increase if there is no expansion in national production and no increase 
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in prices from their low level as of December 2013. Because of low per capita consumption and 
population growth, the demand for sugar is expected to increase. If there is no new production coming 
on line, with conservative estimates, imports will reach 1.4 million T/year by 2030. 

48. Sugar sub-sector. Investments in sugarcane in Tanzania date from the 1970s, and the 
industry was privatized in the 1990s. In 2012, the sugar industry in Tanzania contributed 1% of 
national GDP and provides 2% of total tax income. Sugarcane is the second largest agricultural crop 
in the country, contributing almost 4% of annual gross value of agricultural production. The national 
multiplier for the sugar industry is 3.2, so for each shilling earned from sugar farming, milling and 
refining, an additional 3.2 shillings are earned for the national economy. From a socio-economic 
perspective, approximately 90% of the household income generated by the industry in 2010 went to 
low-income households. The sector directly accounts for about 13% of agricultural employment in 
Tanzania. Considering both direct and indirect employment, the sugar industry contributes almost 6% 
of total national employment. The sugar industry is one of the largest agro-processing industries in 
Tanzania and contributes about one third of gross output of the food-manufacturing sector and 5-7% 
of total manufacturing value added.   

49. Privatization. In 1999, Government privatized the four largest sugar companies, and has since 
focused on promoting the institutional framework for supporting the sub-sector. GOT has maintained a 
25% shareholding in two of the sugar companies. Over the past 15 years, investment in their 
operations by the four companies has totalled US$500 million. Since 1998, the area of sugar cane 
harvested has more than doubled, with about 55,400 ha of cane harvested in 2012/13, of which 
36,100 was from company estates and 19,300 ha was from outgrowers. The amount of cane has 
tripled to more than 3.1 million T, which has been processed into 307,000 T of sugar. While there has 
been investment to modernize the existing factories (brownfield investment), there has been no new 
(greenfield) direct foreign investment in agriculture or the sugar sub-sector in Tanzania for 40 years. 

50. Sugarcane outgrowers. There are about 15,000 outgrowers nationwide, 90% with plots under 
1.5 ha. For the two companies with outgrowers (Kilombero and Mtibwa), outrowers provide about 48% 
of the cane processed, so they are important business partners for the mills. Total outgrower gross 
revenue stood at Tsh 45 billion in 2012/13. Even at the current low level of yields, sugarcane farmers 
are among the best income earning farmers in Tanzania. The knock-on economic impact of the sugar 
income has created jobs and wealth in the four areas where sugar is grown and processed. 

51. Cropping practices. Most cane is cultivated under rainfed conditions without irrigation, so 
average cane yields remain below potential. In 2012/13, yields stood at about 67 T/ha for the 
company estates and about 37 T/ha for outgrowers. Smallholder outgrowers’ fields are not grouped in 
blocks and they grow rainfed cane. The introduction of irrigation for individual 1.5 ha plots would be 
very expensive, so there is a need for consolidation into blocks to facilitate the introduction of 
irrigation. Burning prior to harvesting is still practiced both by estates and outgrowers. Even with the 
investments of the past 15 years, existing sugar mills cannot attain the efficiency that a new mill can, 
nor are they moving to implement global best practices for the sugar industry such as green 
harvesting

43
. 

52. Organization framework. Sugar cane growers are currently organized in associations, which 
have negotiated with the company estates for the sale of their cane, with mediation by the Sugar 
Board of Tanzania (SBT). The organizational structure of these associations is not business oriented 
and there is weak downward accountability within associations. The associations do not have the 
required legal structure to access commercial financing, and their members farms are small and 
fragmented and thus considered risky for credit

44
. The weak cohesiveness of existing outgrower 

associations and the poor collaboration of farmers among themselves is a constraint for combining 
their land into blocks in order to be able to invest in irrigation, which could significantly improve yields 
and raise income. Because of this lack of social cohesion among outgrowers, the four existing sugar 
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companies are reluctant to expand their processing facilities because of outgrowers would not be able 
to provide the required volumes of cane to justify the investment in new mills. There are no examples 
of block farming for cane in Tanzania, whereas the introduction of block farming together with 
investments in irrigation has been successful in Swaziland, Malawi and South Africa. The introduction 
of such an approach in Tanzania could significantly raise yields for outgrowers. 

53. Recent evidence from Malawi and Swaziland shows that an approach of organizing farmers 
right from the start into blocks covering larger areas (100-350 ha circa) can provide the enabling 
conditions for smallholder cane producers to adopt modern irrigation and cane cropping technology, 
and achieve much higher returns because of economies of scale.  It is far easier to manage and 
monitor homogeneous blocks rather than a large number of individual and fragmented parcels of land. 
At the mill, sugar cane produced on these larger blocks can be more easily tracked and followed 
through the mill processing cycles, thus allowing auditing for sucrose extraction rates of individual 
outgrower companies, and for the use and production of associated downstream products. The miller 
can thus provide real-time feedback to outgrower companies, necessary for maintaining yields and 
transparent financial management. The system also provides invaluable information for the 
smallholder management teams to improve productivity of subsequent ratoon crops, which would be 
extremely troublesome and expensive in the case of individual smallholders. Block farming facilitates 
more effective capacity building and mentoring for outgrower companies, while providing a solid 
platform for the better understanding of the basis of cane supply agreements including the division of 
proceeds for sucrose and other sugarcane by products.  Outgrowers organised companies cultivating 
in block farm are much more efficient, and are able secure commercial bank loans in their own right. 
 

54. The Sugar Industry Act of 2001, as amended by the Crop Laws (miscellaneous amendments) 
Act 2009, provides for regulations on matters affecting sugar and sugarcane, and has been stipulated 
under the Sugar Industry Regulations 2010. The Sugar Board of Tanzania (SBT) was established in 
2003 to promote the national development of sugarcane and regulate the sugar industry, with the 
objective of achieving sugar self-sufficiency and the promotion of sugar exports. SBT is mandated to: 
issue licenses for export and import of sugar, register sugarcane growers, mediate the agreements 
between outgrowers and the factories, and monitor prices for the selling and purchase of all sugar 
products and by-products. There are two other organizations operating under the auspices of the 
SBT: the Sugar Industry Development Trust Fund (which has about US$1.5 million in assets) and the 
Sugar Training and Research Institute of Tanzania (STRIT). SBT is strongly supporting the Bagamoyo 
sugar programme as well as five other priority commercial and outgrower sugar cane development 
projects under the BRN. 

55. Tanzania Sugar Producers Association (TSPA). TSPA was formed in December 1999 to 
promote all aspects of the industry and is an association of the four largest sugar producers in the 
country. The four companies are Kilombero Sugar Company (two mills), TPC Limited, Mtibwa Sugar 
Estate, and Kagera Sugar Limited. Kilombero and Mtibwa have outgrower schemes. Tanzania 
Sugarcane Growers Association (TASGA) was founded in 2000, and currently has about 18,000 
members. It sees the limited mill capacity of current companies as the principal industry constraint, as 
farmers are producing more sugar cane than can be milled. Both TSPA and TASGA strongly support 
the investment in the Bagamoyo sugar programme.  

56. Cane prices for farmers. Millers pay outgrowers for the cane supplied based on the amount of 
sugar produced and sold, less the common costs of marketing and distribution. Since 2006, in 
Tanzania, payments to outgrowers in Tanzania are determined by a system called “full division of 
proceeds (DOP)”. Currently outgrowers receive 52-57% (up from 42% shortly after privatization and 
the new investment by the mills), compared to 60% in Malawi, which is considered “best practice”. 
Three-year cane agreements between miller and outgrowers are mediated by SBT.  

57. Regional and national policy environment. To encourage domestic production, countries of 
the East African Community (EAC) can apply an import duty of up to US$200 or 100% on the landed 
cost of imported sugar, whichever is highest.  Smallholder producers and outgrowers 
provide between 20-100% of the cane processed by mills in the EAC, and their earnings are directly 
affected by illegal sugar being sold in the local markets. East African sugar producers in Tanzania, 
Uganda and Kenya, Rwanda and Burundi are in the process of forming their own organization called 
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the East African Sugar Industry Association. It will be based in Arusha and will include the national 
sugar cane farmers` associations as full members and the national Sugar boards as associate 
members. Its purpose is to play an advocacy role for the industry with the governments of the five 
countries. Furthermore, GOT has started to establish an import regulatory body in December 
2014, similar to what most other sugar producing countries have.  The industry expects that there will 
be less need for the continued application of high protective tariff after 2025, when the industry has 
reached full development.  
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Appendix 2: Poverty, targeting and gender 

1. This Appendix describes: (a) the rural poverty in Tanzania; (b) gender youth and HIV/AIDS; (c) 
the programme area with an overview of climate and environmental issues; (d) the demand created 
by the Bagamoyo sugar project; and (e) the target groups and targeting approach adopted by BASIC. 
It includes the following attachments: 

Attachment 1. Development partners interventions in Bagamoyo district  
Attachment 2. Financing the private-sector partner investment 
Attachment 3. Land acquisition for the nucleus estate and its utilization 
Attachment 4. Resettlement and compensation for the nucleus estate 
Attachment 5. List of programme villages 
Attachment 6. Land allocation and tenure for outgrowers 
Attachment 7. Village land use planning and land titling 
Attachment 8. Strategic approaches to climatic and environmental issues 
 

Poverty in Tanzania 

 

2. Despite its GDP growth rate of 7%, Tanzania is still one of the poorest countries in the world, 
and is ranked 152nd out of 187 countries on the Human Development Index (HDI) in 2013. Life 
expectancy at birth is 60 years; the male literacy rate is 75% and female is 60%. Average family size 
is 4.8 persons. According to 2011/12 Household Budget Survey (HBS), about 28% of the Tanzanian 
population falls below the basic needs poverty line (compared to 34% in 2007) and 9.7% fall below 
the food poverty line

1
.  About 13 million people out of a population of 46 million were living in poverty 

in 2012.  Income and food poverty vary by geographical area. 

Rural poverty 

 
3. In 2011/12, rural areas contained about 84% of the poor, or about 12 million people. According 
to the 2012 HBS, 33% of the rural population lives below the poverty line, compared to 22% for the 
urban areas. The incidence of rural poverty varies across the country but is highest among rural 
families who live in arid and semi-arid regions and depend exclusively on food crop and livestock 
production. The percentage of people living in extreme poverty in the rural areas is 11.3%, whereas it 
is 8.7% for the urban areas. Food poverty is highest in rural areas, at 18.4% compared to the national 
average of 16.6%.  

4. Living standards. The large gap in the living standards of residents of urban areas compared 
to those in rural areas is clearly demonstrated by a number of social and economic indicators

2
. 

People in urban areas generally eat better than those in rural areas, with 79% of urban households 
reporting that they usually have three meals per day, compared to only half of rural households

3
. Only 

4% of rural households have access to or utilize electricity, compared to 46% of households in urban 
areas. The percentage of the rural population using an improved drinking water source, such as piped 
water on premises (piped household water connection located inside the user’s dwelling, plot or yard), 
and other improved drinking water sources (public taps or standpipes, tube wells or boreholes, 
protected dug wells, protected springs, and rainwater collection) is 44%, whereas it is 77% for the 
urban population. While the proportion of rural residents who own a mobile telephone is increasing 
rapidly and has reached the level of 51%, it is much lower than the figure of 87% in urban areas. 

5. Access to clean drinking water. The source of drinking water is important because 
waterborne diseases, including diarrhea and dysentery, are prevalent in Tanzania. Sources of water 
expected to be relatively free of the agents responsible for these diseases are piped water, protected 
wells, and protected springs. Other sources such as unprotected wells, rivers or streams, and ponds, 
lakes, or dams are more likely to carry disease-causing agents. About 60% of Tanzanian households, 

                                                      
1
 Key findings, 2011/12 Household Budget Survey Tanzania Mainland, Bureau of Statistic, Ministry of Finance, Dar es 

Salaam, Nov. 2013. 
2
 Tanzania Economic Update Report, World Bank, 2013. 

3
 Tanzania HIV/AIDS and Malaria Indicator Survey, 2011/12, National Bureau of Statistics, March 2013. 
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mostly in urban areas, have access to clean water sources. About 85% of Tanzanian households 
obtain water from a source not on the premises; 41% of households are less than 30 minutes from a 
water source and 44% take more than 30 minutes to obtain drinking water. 

6. Sanitary facilities. In mainland Tanzania, 26% of households in urban areas have improved 
toilet facilities compared with 7% in rural areas. The most common type of non-improved toilet facility 
is an open pit latrine or one without slabs, used by 74% of mainland households in rural areas and 
37% of these households in urban areas. Overall, 12% of households in the mainland (mostly rural) 
have no toilet facility, and the members of these households use rivers, ponds and other water areas 
for their body needs. 

7. Agriculture. Agriculture is the principal livelihood activity of the rural poor, and low productivity 
is the principal driver behind poverty.  Only 23% of arable land is under cultivation, and less than 1% 
of the land suitable for irrigation is irrigated. Of the 11 million ha of arable land currently cropped, 
about 87% is used by smallholders, based on rainfed cultivation using the hand hoe so productivity is 
very low. Agricultural production is increasingly being affected by rainfall variability and has been 
subject extreme weather events, notably floods and droughts, both within and between seasons. 
Given the preponderant share of the poor who live in rural areas, and are dependent on agriculture for 
their livelihoods, raising agricultural productivity is central to addressing rural poverty.   

8. Poverty, environment and climate linkages. The majority of the population in Tanzania 
depends on natural resources for its livelihood, with use of natural resources accounts for 66% of 
gross domestic product. Increasing climate variability with more frequent peak weather events makes 
rural livelihoods uncertain.  Limited livelihood opportunities and low agricultural productivity force rural 
people to over-rely on fewer and inferior resources, leading to declining soil fertility, deforestation, 
pasture degradation and decreasing fish stocks, which in turn constrain their ability to increase their 
income, thus making them more vulnerable. These processes increase the workload of women and 
children for collecting water, fuel wood, grass and medicinal plants or herbs. Lack of access to water 
and poor sanitation practices have an impact on the environment, creating the conditions that cause 
disease.  

Gender and youth 

 
9. Women. While Tanzania is on track to reach the MDG target on gender, high drop-out rates for 
girls, and the lack of gender parity in secondary and tertiary education mean that women will continue 
to lack the skills to participate in a modernizing economy. Women of reproductive age (15-49 years 
old) represent 24.5% of the population and face challenges at all levels. Only about 37% of the paid 
workforce is female, up from 25% in 2007.  Maternal mortality remains high, and one of the causes is 
the low age women having their first baby. Women continue to be more likely than men to be poor 
and illiterate, to be subject to gender-based violence and usually have less access than men to 
medical care, property ownership, credit, training and employment. Distribution of income among men 
and women is disproportionate, with men owning all major means of production such as land, 
livestock and financial capital, while women provide labor but do not have access to cash for basic 
needs. Women headed households have lower incomes compared to those headed by men.  
According to findings on gender

4
: 

 19% of women have received no formal education, almost twice the proportion of men (10%). 
Women that are employed are almost twice as likely as men not to be paid—in cash or in-
kind—for their work. 

 The average age of first marriage is 19 for women, 5 years younger than for men, which limits 
women’s educational and earning potential; age at first marriage is markedly higher among 
more educated women. 

 40% of married women do not participate in decision-making regarding their own healthcare. 
Half of married women report that their husbands want to know where they are at all times. 

                                                      
4
 Key Findings on Gender Data from the 2010 Tanzania, Demographic and Health Survey. 
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 About 40% of women have experienced physical violence since age 15, and one in five 
women has experienced sexual violence with 44% of married women reporting that they have 
experienced physical or sexual violence committed by their husband or partner.  

 Men’s sexual and reproductive practices put their health and the health of their families at 
risk. 

 55% of women having been tested for HIV and received their results, compared to 40% of 
men. More women than men to know about prevention of mother-to-child transmission of HIV.  

10. Labour burden. Women are more active in agriculture than men, specifically in food crop 
production, marketing and processing of agricultural products. Women bear the brunt of domestic 
tasks, including the processing of food crops, provisioning water and fuelwood, and caring for the 
elderly and the sick. Fetching water, collecting fuel wood, and pounding grain involve arduous 
physical work and must be performed daily in addition to agricultural and other productive work. 
Women often make several journeys a day to fetch water. In an effort to reduce their time burden, 
women resort to limiting household water usage to 12-14 litres per person per day, which is less than 
the recommended 20 litres; or collecting unsafe water that is nearer to their home. Both responses 
increase health risks for household members.  Women work considerably longer hours than men, and 
their work week is about one third longer than that of men. The time for domestic tasks, in the 
absence of even rudimentary domestic technology, worsens their vulnerability to poverty

5
. The yield 

gap between men and women averages around 20-30% and research shows that this is a result of 
difference in resource use. Both the different roles of men and women in agriculture and the specific 
needs of women farmers must be considered because wider uptake of climate smart practices will 
depend upon women adopting labour saving practices

6
. 

11. Women’s land rights. While women officially have equal rights since 1999, in practice their 
rights are typically weaker than those of men, and this is determinant in the gender dimension of 
poverty. While men’s rights to land are through lineage or clan (inheritance), women can use land 
through their husbands (marriage), and these rights are often restricted to land used for food and not 
for cash crop production. Thus, women’s rights are mainly limited to access, while men have 
ownership rights, limiting women’s’ ability participate in commercial agriculture and other income-
generating activities. This also means that young unmarried women have little access to land and 
tend to remain dependent on the goodwill of relatives. 

12. Youth.  Youth (15 - 24-years) in Tanzania represents roughly 18% of the total population and 
this share remained stable between 1990 and 2010. In absolute numbers, the size of Tanzania's 
youth almost doubled from 4.4 million in 1990 to 8.1 million in 2010. It is expected to swell to 11 
million by 2020 and 15 million by 2030. Young people accounted for 28% of the labour force in 2010 
in Tanzania.  About two out of three youths in Tanzania were active in the labour market in 2010/11. 
Although youth unemployment in Tanzania is low on average, employed youth usually hold 
precarious jobs in the agricultural sector, without any formal contracts or benefits. Youth are also 
more prone to unemployment in urban areas, and paradoxically, when they are more educated. About 
75% of employed youths are active in the agriculture sector, and only 6.7% hold public sector wage 
jobs. The poor quality of jobs held by Tanzanian youth are to a large extent determined by their low 
level of education attainments, and this is particularly true for women who have lower education 
attainments rates. Of the approximately 900,000 youths that entered the labor market in 2010/11: 
14% did not complete primary school, 44% finished their primary but did not transition to secondary, 
an additional 38% went to secondary but did not reach or finish Form IV, and a mere 4% went beyond 
O-level. These youth will not find good paying jobs, nor have they acquired the business skills to run 
their own enterprises

7
. 

 

                                                      
5
 Gender and Economic Growth in Tanzania: Creating Opportunities for Women, World Bank, 2007 presents a comprehensive 

approach for women’s development in agriculture, through business opportunities and in urban areas.   

6
 Tanzania Agriculture Climate Resilience Plan, June 2014.  

7
 worldbank.org/africacan/youth-in-tanzania-a-growing-uneducated-labor-force. 
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HIV/AIDS
8
 

 
13. Around 1.6 million people are living with HIV in Tanzania – 6% of the population. The 
epidemic’s severity differs widely from region to region, with some regions reporting an HIV 
prevalence of less than 2% (Arusha) and others as high as 16%. An estimated 150,000 Tanzanians 
were newly infected with HIV in 2011, over 400 new infections every day. In the same year, 83,528 
Tanzanians died from AIDS. The HIV epidemic on the mainland is generalized, meaning it affects all 
sectors of the population, while on the island of Zanzibar the prevalence is far lower (0.6%).  A 2008 
study found that knowledge of sexually transmitted infections was ‘alarmingly low’ in rural Tanzania 
and associated with low condom use and increased rates of HIV infection. There is reduced 
prevalence among the more educated (those who attended secondary school) while among those 
with no formal education, prevalence has not decreased and the number of new infections has risen. 
Access to appropriate health care and knowledge of HIV/AIDS is lower in rural areas.  

14. Women comprised nearly 60% of people living with HIV. Women tend to become infected 
earlier, because they tend to have older partners or to get married earlier. Other reasons for the 
higher prevalence is the difficulty women experience negotiating safe sex because of gender 
inequality, and accepting the sexual advances of older men for money, affection and social 
advancement. Among the 45-49 age group, 10.2% of women have HIV/AIDS, compared to 6.5% of 
men. Almost 25% of widows have HIV/AIDS and 15% of divorced or separated women. There are 
230,000 children living with HIV and 1.3 million children orphaned by AIDS in Tanzania. 
Grandmothers and other relatives provide invaluable support to orphans, but they are still more 
vulnerable to poverty, sexual abuse and poor nutrition than children who live with both parents.  

15. Households affected by HIV/AIDS reduce their production capacity by 36-60%. HIV/AIDS 
affects the most productive age group, reducing labour available for agriculture while overburdening 
women with domestic tasks and increasing household expenditures. Women are responsible for 
about 80% of agricultural labour. HIV/AIDS, therefore, puts an extra burden on them since they are 
also the caregivers. It also limits their participation in agriculture, more so when they are sick 
themselves. 

16. The impact of HIV/AIDS on the agriculture sector, in the face of stigma and absence of access 
to anti-retroviral (ARV) medication, deepens poverty. When people become sick, vital physical and 
social assets (like fishing boats, cattle or farm tools) are sold off and savings depleted as households 
pay for medical care, funerals or hired labour. Once these productive assets are sold, the household’s 
livelihood options become more limited and they become increasingly vulnerable to living in a state of 
persistent poverty. Women are particularly vulnerable, both to infection and as widows, to loss of land 
rights and destitution following property grabbing by in-laws after the death of their husbands. 

17. Young men and women and their health. Nearly one in four women aged 15-19 have begun 
childbearing. Adolescents and youth have limited access to reproductive health services like family 
planning compared to older age groups. The risk of unintended pregnancy and unsafe delivery 
including abortion remains persistent for young women. New HIV infections are disproportionately 
identified among this age group, especially girls. Although youth only account for about 18% of the 
population, young women age 15-24 are estimated to account for 45% of new HIV infections and 
young men age 15-24 are estimated to account for 26% of new HIV infections in the general 
Tanzanian population

9
. Among the 15-24 age group, prevalence is 4% among young women and 2% 

among young men. 

18. Gender and HIV/AIDS. In an environment in which women lack power to make sexual 
decisions that are safe, especially condom use, and men do not take responsibility for the 
consequences of their risky sexual behaviour, HIV/AIDS transmission increases. Unequal gender 
relations predispose men to fail to take responsibility for their (sexual) behaviour, mainly because 
gender inequality places women in a position where they lack the power to say no to unsafe sex. 
Gender relations are the cradle for the spread of HIV/AIDS, and improving gender relations is the 
principal ingredient halt the spread of the disease.  

                                                      
8
 Tanzania HIV/AIDS and Malaria Indicator Survey, 2011/12, National Bureau of Statistics, March 2013. 

9
 Ministry of Health and Social Welfare. 

http://www.avert.org/hiv.htm
http://www.avert.org/aids-orphans.htm
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The programme area and its livelihood context 

 

Bagamoyo district 

 

19. Geography and climate. The Wami river sub-basin, part of the Wami-Ruvu basin
10

, comprises 
semi-arid highland and coastal zones, with rainfall ranging from 550-750 mm in the highlands to 
around 900 mm near the river’s estuary in Bagamoyo district. Bagamoyo district covers about one 
tenth of the sub-basin and has a long stretch of coastal area on the Indian Ocean. The topography is 
characterized by gentle undulating plains covered by a mosaic of coastal forest, coastal bushland, 
thicket, grassland, degraded woodland, fallow and cultivated areas. The dominant sandy nature of the 
top soils means that organic matter, phosphorus and potassium are the most limiting parameters in 
the area. The district has bimodal rainfall, with short rains (Vuli) occurring during November-
December while the long rains (Masika) in March-June, and a long dry season from July to October. 
Rainfall seems to be decreasing since 1949, with high variability between annual rainfall cycles. 
Annual average temperature is 26ºC.  

20. Bagamoyo district. The programme will be implemented in the coastal region district of 
Bagamoyo, about 100 km north of Dar es Salaam and 20 km north of Bagamoyo town, between the 
Wami and Ruvu rivers, 6 km inland from the Indian Ocean - in the SAGCOT corridor. Despite its 
proximity to the capital, the Pwani region and Bagamoyo district are among the poorer areas of the 
country.  The district covers about 985,000 ha with 311,000 people; about half have access to safe 
water. Households in the district consist of an average of five people. The district is sparsely 
populated and limited cash crops are grown so household income depends on petty trading, charcoal 
burning and artisan fishing. The proximity of Bagamoyo to Dar es Salaam seems to have constrained 
its development rather than stimulating its growth as a supplier of agricultural commodities, probably 
because of the relatively low level of rainfall and its variability, making crop production very risky. 
Rural residents remain poor and vulnerable, practicing low-input low-output subsistence agriculture, 
and there is accelerating trend of natural resource extraction activities such as charcoal making to 
supply the energy needs of the district itself and Dar es Salaam. Soil erosion is also becoming 
problematic in some areas, particularly those where pineapple is cultivated and there is no vegetative 
cover. The District seems to be benefiting from few development interventions

11
. 

21. Major floods have occurred in the Bagamoyo area in 3 out of the last 22 years (1997, 2006 and 
2014) and droughts have occurred in 9 out of the last 22 years (1993, 1996, 1998, 2000-2004, 2008, 
2009, 2012 and 2013). Both have had a severe impact on agriculture, energy and business sectors, 
with environmental and ecological effects. Particularly in the semi-arid areas, agriculture was crippled 
and livestock and wildlife perished due lack of food and water.  

22. Livelihoods. About 83% of households in the district report agriculture as their principal 
activity, compared to 6% who report livestock keeping as their main activity, while the balance 
consider business, trading and crafts as their principal activity. The majority of the farmers cultivate 2 
ha of land or less.  They use manual cultivation, and make little use of irrigation, improved seeds or 
basic mechanization. Soil and water conservation techniques are not often known or applied. Current 
subsistence cropping practice in Bagamoyo district result in high levels of soil nutrient depletion, low 
yields and soil erosion where inappropriate mechanization is practised.  Households supplement their 
incomes through exploitation of the wider natural resource base, especially forest products. These 
activities, along with high demands for firewood from Dar es Salaam, have resulted in widespread, but 
localised deforestation and degradation in the district.  Because of the past prevalence of tse-tse in 
the district, livestock raising is not common and usually limited to small stock (goats and chickens). 
Pastoralists come into the district for water during the dry seasons, and some have settled and been 
given village land.  

23. Marketing opportunities are limited. The choice of crops grown is often made by dietary 
preferences rather than the suitability of the crop for agro-ecological conditions of the area. Erosion is 

                                                      
10

 There are a number of studies about  Wami-Ruvu basin, including an environmental flow assessment carried out by 

the University of Florida and the WRRBO in 2007, and a 2013 JICA watershed management plan carried out with 

MOW.   

11
 See Attachment 1. Development partners interventions in Bagamoyo district. 
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not a major problem, because of the relatively low population density and the isolation of cropped 
areas, although there is some evidence of sheet and rill erosion in areas newly opened using 
machines for land preparation. Gully systems are rare. In some cases, there is cultivation right up to 
the very edge of the Wami and Ruvu rivers.  

24. Climate Change. The impacts of climate change in the Bagamoyo area in the coming decades 
are difficult to predict. Models suggest that by 2050, temperatures will rise by 1-3°C, maize yields 
could decline 20-40%, while some mid-altitude crops (such as coffee) could see productivity gains. 
Both flood and drought events are perceived by villagers as having a dramatic impact on crop 
productivity, and in some cases cause a total crop loss. In addition, floods often damage local 
infrastructure, particularly along the main inundation and water flow routes, as well as homes and 
vegetation, and they harm livestock. Climate change will increase the intensity and frequency of 
extreme events, creating even deeper impacts and reducing the time available for recovery. Without 
predictable precipitation patterns, planning for rainfed crops is difficult and food security is threatened. 
More district farmers perceive climate change, and feel that it is resulting in more seasonal and 
annual variability in rainfall patterns, higher temperatures, less overall climate predictability and a 
corresponding increase in risk

12
. 

25. District development priorities. The 2011/2012-2015/2016 Bagamoyo district development 

plan describes its following main priorities: 

 Reducing HIV/AIDS infection rate. Bagamoyo has the highest rate of HIV prevalence in the 
Coast region with 6.9% infection rate of HIV. In a recent 3 month-long voluntary testing and 
counseling activity, 9.5% of the people tested were positive. The district has made reducing 
the HIV/AIDS infection rate its top priority and aims to promote voluntary counseling and 
testing, reduce stigmatization and ensure the availability of ARVs. 
 

 Improving District service delivery. While the district has staff, funds coming from the 
central government for operations are very limited, so that it is difficult for the district to 
delivery services to its population.  Another top priority for the district is to improve its own 
delivery capacity, including through mobilizing funds for operations from the central 
government, its own revenue raising and development partners.  

 

 Improved management of land, natural resources and environmental restoration. The 
district sees the spatial management of land as a critical priority as economic growth is 
accelerating. Here the emphasis is on preparing land-use development plans at the district an 
village level (as well as for Bagamoyo town), with specific areas allocated to business 
activities, agriculture, livestock grazing and waste management, in order to manage the 
development of the district and promoting economic activities and services.  

 

 Improved physical infrastructure. Improving physical infrastructure is another priority and 
includes improved road access to villages in remote areas of the district, as well as improved 
access to safe water for human consumption through dam conservation, pump wells and 
improved provision of tap water.  

26. The Bagamoyo sugar project. The Bagamoyo sugar project is the first large scale investment 
in Tanzania in 40 years, and the largest in Bagamoyo district. The project is a public-private-
partnership (4Ps) to replace imported sugar, and will develop about 11 000 ha of irrigated sugarcane 
(1/3 outgrowers and 2/3 nucleus estate), together with a sugar mill which will produce 130 000 T of 
brown sugar a year to replace imported sugar, plus 11 000 cbm ethanol and 90 000 MWh surplus 
electricity for the national grid, all using modern environmental standards

13
. Preliminary activities for 

testing the suitability of sugarcane have been underway since 2006 on a sugar cane seed farm close 
to the future nucleus estate. The Government of Tanzania (GOT) has officially provided government-
owned land to the investor (Agro EcoEnergy Tanzania) for the nucleus estate in Bagamoyo district in 

                                                      
12

 See Attachment 8 for an overview of climate and environmental issues in the programme area and BASIC climate 

strategy. 

 
13

 See Attachment 2. Financing of the private sector partner investment for additional details. 
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2013. Consultations are ongoing with relevant village councils and assemblies for the possible 
inclusion of additional village land for the estate.

14
 The district has been working with EcoEnergy to 

discuss the investment with the villages surrounding the proposed nucleus estate, and to begin 
preliminary work with the communities that have suitable areas for irrigated outgrower sugar cane 
development.  

27. The Bagamoyo Sugar Infrastructure and Sustainable Community Development 
programme (BASIC or “the programme”) will support (i) the outgrower portion of the Bagamoyo 4Ps 
investment by providing an opportunity for smallholder farmers to engage in commercial irrigated and 
rainfed agriculture and take advantage of the market opportunity provided by the private sugar mill 
investor; and (ii) the development of sustainable livelihood diversification and employment 
opportunities for the wider community of farmers, pastoralists and other rural groups in Bagamoyo 
district residing within 40 km radius of the nucleus estate which otherwise would have been by-
passed. The emphasis on the cultural and material impacts of the programme on the surrounding 
communities and broader population who are not directly participating in the outgrower scheme and 
the focus on participatory processes and external monitoring are expected to generate the enabling 
conditions for the rural communities in Bagamoyo district to respond to the demand created by the 
direct foreign investment and support their economic development while enhancing incomes, assets 
and wealth creation in the district. 

28. The programme area. The Programme area will cover 27 villages in an area of a radius of 40 
km from the sugar mill, and following the administrative boundaries of the villages. These 27 villages 
contained about 20,140 households (91,140 people).  Bagamoyo district estimates the income in the 
programme area to be about 40% of the national average. The programme will cover 30% of the land 
area of the district and provide support to about 30% of the villages and 30% of the district population. 
Five villages have been identified for the establishment of sugarcane outgrower companies and form 
the “core” programme area where the activities of bulk infrastructure and on-farm development will be 
implemented. In order to identify the target groups to be reached and define the activities, the 
programme area has been categorized as follows: 

 Outgrower villages. There are five villages where sugarcane outgrower companies will be 
established, containing 3,643 households (15,668 people). The land in these villages 
considered suitable for sugar cane development is estimated at 3,000-3,800 ha, for about 
1,500-2,000 households. The households in these villages not participating in sugar cane 
will provide labor and agricultural production to the nucleus estate and outgrower 
companies. 

 Inner circle villages. Another four villages, falling within the radius of 20 km from the mill, 
will provide labor and agricultural production to the nucleus estate as well as outgrower 
companies.  These villages are relatively densely populated for the district, with about 6,280 
households (29,080 people). It is expected that about 2,300 households will benefit from 
jobs on the estate.  

 Outer circle villages. The area within a band of 20-40 km around the mill, called the outer 
circle, has good land and biophysical resources for development. This area is sparsely 
populated, with a total of 10,247 households (46,687 people) living in 18 villages. Because 
they are more remote, these villages are poorer. They are too far away to provide labour to 
the nucleus estate, but they have natural resources with good potential for development of 
conservation agriculture, so they could provide food to the outgrower and inner circle 
villages, and the nucleus estate. These areas also need to be protected from uncontrolled 
natural resource extraction to preserve their natural resources.  

 
 
 
 

                                                      
14

 See Attachment 3. Land acquisition for the nucleus estate and its utilization for a description of the land provided and 

its planned development by EcoEnergy, and Attachment 4. Resettlement and compensation explains the 

implementation of the resettlement action plan.   
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Area and people households People 

  5 outgrower villages on Wami River close to estate 3,643 15,668 

  4 inner circle villages (within 20 km of mill) 6,280 29,080 

18 outer circle villages (20-40 km from mill) 10,250 46,700 

27 villages total 20,173 91,448 
Source: Attachment 5. List of programme villages 

29. Four villages (one outgrower and three inner circle
15

) will receive the estimated 260 people 
resettled from the nucleus estate. Another 1112 people living in the nearby villages will need to 
replace their livelihood activities that they were engaged in on the nucleus estate.  One village, 
Makurunge, contains one quarter of the population of the programme area, and will benefit from a 
commensurate share of programme investments. Both Makurunge and Gama will be promoted as 
growth centers.  

30. Socio-economic survey. As part of the empowerment and participatory process promoted by 
the programme, a socio economic survey and zonal planning exercise has been carried out for the 
nine outgrower and inner circle villages

16
, which has produced a socio-economic profile of the villages 

and their livelihoods strategies. About 598 village households, representing about 10% of total village 
households, were interviewed and the findings of the study are summarised below.  

31. The nine villages cover an area of 138,000 ha at 0-160 m above sea level, between the Wami 
and Ruvu rivers and the Msata-Bagamoyo Road.  About 49% of the area is bush, about 35% is for 
farming (although only about half of this is actually cropped because the rudimentary techniques used 
(hand-hoe), and 16% is settled. There are about 46,000 people living in the area, representing 29 
different tribes; it is estimated that about 80% of the population is Muslim. More than half of the 
population is concentrated in Makurunge village, with a density of 180 persons/km2, while the other 
villages are far smaller with population density rates ranging from 5-80 persons/km2.  Farming is the 
principal activity for about 78% of households, followed by pastoralists at 8%, then traders at 7%, 
fishers at 3% and 1% are craftsmen. Livestock has not been a traditional economic activity and is not 
widely practiced because of previous tse-tse fly infestation. Pastoralists come from other districts to 
graze their animals, and some now stay in the district, leading to some conflicts over land. However, 
there are also villages where pastoralists have been granted land, and where there is little or no 
conflict over land resources. 

32. Household assets, consumption and capacity. About 80% of households own their own 
houses, made of mud and wooden poles, with about 64% metal roofed and 35% roofed with grass 
thatch.  Homestead investment is not a good indicator of wealth, because households with good 
earnings often do not improve their dwellings. About 25% of households have a bicycle, and 6% own 
a motorbike. An average household uses about energy 25 kg firewood per month, and 1.73 kg 
charcoal. For lighting, 70% use kerosene, 22% battery, 7% solar, and 1% have electricity from 
TANESCO (compared to 7% nationally in rural areas). About 38% of household heads do not read or 
write. 

33. Water, sanitation and waste disposal. About 70% obtain water from the river, 21% buy from 
water vendors, 2% use traditional wells and the remainder have a private solution.  About 53% obtain 
water from the river with a distance of less than 1 kilometer; 15% 1-2 km; 16% 2-5 km; and 15% more 
than 5 km. Many villagers suffer from water borne diseases. About 96% of households have a latrine, 
but most are in very poor condition and do not attain minimum sanitary standards.  The villages do not 
have strategies for solid or human waste management, which is becoming a serious problem in larger 
and growing villages. In the Lower Wami, people use the river and ponds for body needs. 

34. Land. About 65% households own land and the average size per household is 4.23 ha, but 
only 1-2 ha is used. Almost 60% of those owning land have unused areas. About 78% of land owners 
are farmers, followed by 8% pastoralists.   Sixty percent of households own between 1-10 ha of land, 
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 Mwatipwili, Gama, Makurunge, and Fukayosi. 

16
 Socio-economic survey of villages surrounding the EcoEnergy Project, Space & Development, Co, Dar es Salaam, 

August 2014. 
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which can be contrasted with livestock ownership by pastoralists, where 64% own more than 100 
cattle, of which 32% own more than 500 cattle. About 9% of households owning land were women-
headed.   

35. Employment and earnings. Three quarters of households do not have cash employment, 
while one quarter sell their labor for cash and food; 10% engage in charcoal making. About 93% of 
households hire in labor for agricultural activities. The main crops produced are maize (64%), paddy 
(8%), cassava (4%), and pineapple (4%). Income estimates of households raising maize and rice are 
Tzh 720,000 and Tzh 500,000, while households raising pineapples and pastoralists are each about 
Tzh 768,000

17
. Average daily wage labor earnings/payment are Tzh 5,400.  About 13% of households 

receive remittances, with over 54% from undetermined relatives, 29% from daughters or 
granddaughters, 9% male spouses and 8% grandsons. The mean monthly amount is Tzh 15,000. 

36. Food security. About 55% of households depend on their own food, 42% purchase in food, the 
rest is given or is on food aid. Over half of the households said they feel food insecurity, but only 9% 
feel food insecure more than 10 days per month.   

37. Women’s economic participation. Formal participation by women in economic activities is 
low, standing at about 3% of all women. Few women are involved in associations or village 
administration, and one of the major constraints is lack of education. Women participate only in those 
activities where the procedures require their presence. There is little drive for women to participate in 
leadership activities, although there are some groups that do engage with them.  

38. HIV/AIDS. Stigma associated with HIV/AIDS is high; people who have the disease and receive 

ARVs often hide this fact. 

39. Climate change perceptions. Climate change is present in their communities according to 
88% of respondents: of these, 65% considered it serious or very serious, while 34% did not think it 
was serious and 3% said it had no effect on them. Villagers perceptions of climate change include 
periodic lack of sufficient rainfall, increased variability of rainfall, gradual and continuous reduction in 
rainfall, traditional wells and boreholes drying up, cracking of land and soil and increased frequency of 
floods. Coping strategies that villagers are adopting include changing crop varieties, changing 
planting dates, usually to earlier planting, while other coping strategies are going into the low lands, 
intensification and irrigation, afforestation, and supplying livestock feed supplements. Malaria is 
expected to increase under climate change scenarios.   

40. Constraints. The village respondents were requested to identify the principal barriers for their 
own social and economic development.  In order of importance, they identified: shortage of education 
facilities and services, shortage of water, poor sanitation, lack of waste management, shortage of 
health facilities, poor farming methods, food insecurity and lack of diversity in the diet, and disputes 
over land boundaries. Lack of transport to future outgrower areas and its high cost to Bagamoyo were 
also identified as a development constraint

18
. 

41. Opportunities. The villagers identified four positive factors which will be critical in their future 
development:  there is still a lot unused/under utilized land; there is a high number of people in the 15-
44 age bracket, so there is an available workforce; there is water in the Wami and Ruvu rivers, which 
offers potential for irrigation development; and there is good potential to raise agricultural production if 
modern farming technologies are applied.  

42. Threats.  The establishment of the nucleus estate carries the risk of exacerbating competition 
and conflicts over land in the wider area but also opportunities for resolving these. The villagers see a 
number of threats from future development: uncontrolled growth in settlement in outgrower villages 
and the surrounding areas; the need for basic infrastructure (transport and electricity); increasing 
HIV/AIDS infection rates and the stigma which is still associated with the disease; land disputes and 
the need for village boundary delineations; an increase in land sales by individual villages, and delay 
in start-up of the Sugar project.  
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 Income estimates of household surveys are often not reliable. 
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 Environmental Social Impact Assessment, AfDB, March 2014.  
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43. The 18 outer villages were not included in the socio-economic survey.  During programme 
start-up sensitization work will be undertaken in these villages to initiate the village land-use planning 
(VLUP) process and support their participation in the programme.   

Demand created by the Sugar project 

 

44. At the start of the development of the EcoEnergy nucleus estate, a number of large 
construction companies will be retained to undertake civil works and construction.  Four contractor 
campsites are foreseen close to the estate housing and are expected to shelter 300-800 workers at 
any one time.  These workers will need to be fed and will bring a risk of raising the district’s HIV/AIDS 
prevalence rate. It is also probable that one or more of the companies will also undertake civil works 
for the outgrower companies, so the provision can be that these temporary camps will be in place for 
36-48 months.   

45. Once the nucleus estate and mill are established, their operation will require about 2,300 
workers. There will be no worker camps on the estate, so the workforce will be drawn from the 
surrounding nine villages within a radius of 20 km from the mill. EcoEnergy will provide a bus service 
to the nucleus estate and one meal/day for its workers, as well as a housing allowance.  It is 
estimated that about 75% of the labour force (1,725 workers) will come from the neighbouring 
communities and the balance of 575 labourers will migrate to the area and require rental housing, 
food and other services. About 1,500 households will participate in the outgrower farm companies, 
and these households will probably purchase food and will require other services. It is estimated that 
the outgrower companies will create 880-1,100 jobs, with own members providing the labour for about 
75% of these jobs, and 200-400 workers being hired in.  

46. The new cash-earning employment opportunities on the nucleus estate and from the outgrower 
farm companies will create new demand for food, thus creating immediate markets which did not exist 
before in the district. There will also be demand for shops, bars, guesthouses and other services, and 
these in turn will create more business and employment opportunities.  EcoEnergy’s estimate of this 
impact on job creation is 1.5 for each “sugar job” created; thus creating an additional 6,000-14,800 
employment opportunities beyond the 3,800-4,000 jobs created by the nucleus estate and the 
outgrower companies. 

47. While the investments in sugar will create development opportunities for the surrounding 
villages, they will also pose social and environmental challenges in terms of access to water, 
sanitation, maintaining water quality, fuel for cooking and social services such as schooling, health 
care, and waste disposal. Some of the negative social impacts could be related to increased income, 
including increased HIV/AIDS infection rates and breakdown at the household level, as men take 
multiple wives.  Some of the negative environmental impacts could include: increased land 
degradation as a result of the search for fuel wood and inappropriate livestock and food production 
practices; increased pollution of water sources due to lack of adequate sanitation; and poor waste 
disposal.   

48. Up to four villages could receive resettled households from the nucleus estate area (Mwatipwili, 
Fukayosi, Makurunge and Gama). Makurunge, which contains one quarter of the population of the 
programme area, along with Gama, which will be promoted as growth centers, will be primarily 
targeted for climate-smart village land use planning to mitigate uncoordinated development.  

Targeting, gender and HIV/AIDS mainstreaming 

 

49. Targeting approach. The programme is geographically targeted to a focused area to optimize 
the impact on the target groups, which are all poor rural inhabitants and predominantly subsistence 
farmers and some livestock keepers. The geographical targeting has been determined by the social 
and commercial incentives which are expected to emerge because of the investments by the private 
sector and the outgrower programme.  There are two principal criteria which have led to the inclusion 
of villages in the outer circle: (a) with the rapid expansion in demand as a result of the construction of 
the nucleus and the outgrower farm companies, these villages may be subject to tremendous 
pressure for the extraction of natural resources, such as wood and charcoal; and (b) their potential to 
produce food and livestock to satisfy demand in the core programme area.  
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50. Targeting strategy. The targeting strategy is to work at the village level, since it is the basic 
administrative unit for all activities in the rural areas. The approach is to work with the existing village 
institutions, and to support villagers as they decide the governance institutions they want to 
strengthen. Within the overall approach of working with individual villages, the focus will be on 
promoting social inclusion for women and youth and resettled households in all of the activities 
supported by the programme. Another focus will be on training related to climate and climate-smart 
technologies and gender. The third area of focus will be on HIV/AIDS with the aim of promoting safe 
behavior to avoid increasing the already high prevalence rate, reducing the stigma which prevails in 
the district, and building knowledge about how to live healthily with the disease and other coping 
mechanisms. The strategy is to promote social inclusion in the business companies and enterprises 
established with programme support, and mainstream training about these key themes for human 
well-being.    

51. The private sector business approach of the programme is the key to ensuring long-term 
financial viability of the activities which will be initiated, and companies will be the vehicle for up-
scaling knowledge and technology, modernization through mechanization and the purchase of labor 
saving equipment, and environmental sustainability. Villagers will be mentored about modern 
technologies, and how these require combining assets and minimum land areas to justify investments 
in equipment and labor savings technologies to raise productivity.

19
 

52. The programme has been expanded to include the surrounding villages in order to ensure that 
these areas are not left behind. Households having access to land which is suitable for sugarcane 
development will benefit from outgrower development support. Non-sugarcane households in 
outgrower villages will also be targeted for agribusiness and small and medium enterprises 
development. The programme will also develop a special approach for the villages of Makurunge 
(containing 25% of the rural inhabitants in the programme area) and Gama, as these two villages are 
expected to emerge as rural growth centers. Thus, programme support may also include the 
promotion of non-agricultural business activities and/or service provision to outgrower and 
agribusiness companies. 

53. Targeting unit. Villages are the bottom level unit for village land-use planning and 
development in Tanzania. With support from the local government district administration, villagers 
articulate their develop plans for their villages, and lay out what they want to undertake for their social 
and economic activities. On the basis of their articulated needs, district land planners work with the 
villagers to help them prepare village land-use plans (VLUPs). VLUPs define the space where 
activities will be undertaken, and ensure their rational and coherent layout.  The areas for schools, 
houses, business areas, crop agriculture, livestock grazing, forests, conservation areas, community 
forests, water management, and waste management are allocated. Village boundaries must be 
surveyed and agreed upon with other villages, and then a village requests its Village Land Certificate. 
With its Village Land Certificate, a village can request approval of its VLUP, and it can then set up its 
Village land registry to provide land titles, which are called Certificates of customary rights of 
occupancy (CCROs) to individuals or other entities. These are then registered at the district and 
national levels

20
.    

54. The District Land Use Office reports that 9 out of 27 villages already have VLUPs prepared 
prior to 2010 and these need to be updated. The work carried out under the socio-economic and land- 
use planning study will enable two out of five of the outgrower villages to request their land 
certificates.  The programme will assist the three remaining outgrower villages and the four inner 
circle villages to complete their land-use planning process and request their village land certificates.  
The programme will then help the 18 outer circle villages at a pace of six villages per year to 
undertake land-use planning and obtain their land certificates, so that villagers can then obtain their 
CCROs.  

55. Village land use plans and climate-smart planning. The VLUP process will be the entry 
point for planning climate smart villages under the programme and will provide training to district staff 

                                                      
19

 See Attachment 6. Land allocation and tenure for outgrower companies. 
20

 See Attachment 7. Village land use planning and titling for a more detailed description of the process which the 

programme will support in all 27 villages as needed.  
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to improve their focus on climate-resilience and conservation as an underlying theme in determining 
land use and the approach for supporting livelihood activities. 

56. Target groups. The village and its inhabitants will be targeted as a unit, so the villagers 
themselves will determine how equity issues will be handled to ensure that all community members 
benefit from the development activities. The direct target groups of the programme are defined as 
follows: 

 Sugar cane outgrower households estimated at 1,500-2,000 households participating in 
cane outgrower companies.  

 Households producing other crops and non-farm activities estimated at about 4,000 
households in outgrower, inner and outer and villages and 5,000 in the outer circle villages to 
provide food and other services to the nucleus estate and outgrower company households. 

 Women, youth (both men and women), and resettled households will be explicit target 
groups for inclusion in all activities. 

 Workforce for nucleus and outgrower companies is an indirect target group, estimated at 

about 2,300 people for the nucleus estate and 200-400 people for the outgrower companies.  

57. Mainstreaming gender and youth, and climate issues. The participatory VLUP process will 
be the entry point for targeting, mainstreaming gender and youth issues and for planning climate 
smart villages. During the VLUP process with district staff, an inclusive targeting approach will be 
adopted to ensure that all households in the village are participating, with explicit reference to the 
opportunities that will be created for all households, and women and youth, to create opportunities to 
participate in the programme. The programme will establish minimum targets for women’s and youth 
participation in activities and their representation on decision-making bodies.  There will be explicit 
planning targets for village investments in community infrastructure such as protected water sources 
and forest development, while sensitization will be undertaken about modern farming technologies 
and conservation agricultural techniques for individual households to make their production more 
resilient in the face of climate variability. All village investments will include operation and 
management organizational arrangements and mechanisms for full cost recovery to ensure their long-
term sustainability in the face of climate change.   

58. Household mentoring methodology. In order to assist women assume a more dynamic role 
in household decision making, achieve a more equitable distribution of labour tasks within the 
household and make choices for their own health and that of their families, the targeted villages will 
be introduced to the concepts IFAD’s household mentoring methodology

21
 and IFAD’s Gender Action 

Learning System (GALS), which is a community-led empowerment methodology aiming at 
‘constructive economic, social and political transformation’ in gender relations. These methodologies 
will be gradually rolled out as capacity is built in District staff and service providers.   

59. HIV/AIDS. Given the already high prevalence rate in the district and the high risk of its increase 
with the construction of the nucleus estate, the programme will mainstream HIV/AIDs training 
activities into all of its work with villagers, companies, groups, and household mentoring. In 
collaboration with the District Community Development Department, the programme will support 
HIV/AIDS sensitization with the aim of developing HIV/AIDS competence among the target groups, 
peer education, workplace activities and care and support for people living with HIV/AIDS. The PCMU 
and EcoEnegy will follow-up with implementing agencies and contractors to provide HIV/AIDS training 
to staff and temporary workers on issues of behavior change, protection, and consent to sexual 
relations.   

60. Targeting mechanisms. The principal targeting mechanisms will include: 

 Support to all villages to obtain Village Land Certificates and undertake climate-smart VLUPs; 

 Strengthening village institutions and capacity building of village committees for production 
and environment and waste management activities in all villages; 
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 Helping all programme village establish their Village Land registries so they can provide 
CCROs to individual households and other entities;   

 Special targeting of activities to Makurunge and Gama as growth centers, with the objective 
of ensuring that they benefit from investments which reflect the relative importance of their 
population; 

 Prioritize programme investments in community infrastructure such as development water 
sources, alternative energy, and sanitation and waste disposal for those communities which 
are in the most need; 

 Capacity building for sugar cane outgrower companies; 

 Ensuring that all shareholders of sugar and agribusiness companies, irrespective of land or 
financial contribution, have an equal vote in determining company matters, while earnings 
from company business will reflect the size of the contribution of individuals; 

 Provision of no more than 5 ha of irrigated can land to one household;  

 Capacity building for inner circle villages to establish groups and legal entities for 
agribusiness companies and small and medium enterprises;  

 Provision that one household may participate in one large agribusiness company and benefit 
from one household investment project; 

 The introduction of household mentoring and its upscaling to help families understand how to 
address the needs and labour burdens of women and youth will help households become 
more effective in undertaking their livelihood activities;  

 Training and mentoring in technical and business skills relevant to crop, appropriate 
mechanization practices, livestock and environmental livelihood enterprises; 

 Ensuring a minimum level of female and youth participation in all activities (30%), such as 
training and visits, as well as on leadership committees; and integration the members of 
resettled households; and 

 Ensuring the monitoring system, impact assessments and mid-term review reflect poverty and 
gender perspectives of programme implementation and impact, including targeting 
effectiveness. 

61. The enabling mechanisms foreseen are: geographical targeting of the entire village and all of 
the villages within a radius of 40 km of the mill; awareness building among all partners about the 
programme’s commitment to pro-poor growth; gender mainstreaming among elected and appointed 
central government and local government officials, the private sector and civil society partners, 
through national, district launch workshops; and gender and HIV/AIDS training integrated into initial 
capacity building for PCMU and district technical staff, and into all training activities with villages and 
economic groups/companies.   

62. The empowering measures which will be adopted include the following: obtaining Village land 
titles, and individual land titles for individuals and entities; empowering women and youth to 
participate in village mobilization and sensitization activities; group formation at the village level for 
economic activities; training in household planning, gender empowerment and financial management, 
and the promotion of functional adult literacy classes; support to analysis at the household level to 
identify mechanisms for addressing the constraints the women and youth in order to fully participate in 
programme promoted activities; and measures to develop HIV/AIDS competency among the target 
groups, workplace activities and for care and support of people living with HIV/AIDS. 
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Appendix 2. Attachment 1: Development partners interventions in Bagamoyo 

 
Agriculture and livestock-related interventions 
 
1. The Rural Micro, Small and Medium Enterprise Support Programme (MUVI) is an IFAD-
supported programme having the overall goal to support development of value chains that deliver 
improved sustainable margins to producers and thus increase their incomes and reduce poverty. The 
Programme covers six regions of Tanzania Mainland, namely Mwanza, Manyara, Iringa, Ruvuma, 
Tanga and Pwani. In Bagamoyo district, the programme supports the fruits, cassava and sesame 
value chains with a service provider contracted to accompany its target groups in all value chain-
related interventions. The total cost of the Programme is USD 25.3 million and it is set to reach 
completion in September 2016. An extension of the programme implementation for two additional 
years has recently been approved by IFAD. 

2. USAID. The Tanzania Agricultural Productivity Program (TAPP) is five-year program supported 
by the United States Agency for International Development (USAID). Its primary goal is to increase 
incomes of smallholder farmers through enhanced productivity, increased investment, and improved 
market systems. The programme’s geographical targeting is fresh and processed fruit, vegetables, 
flowers, and spices in: Arusha, Kilimanjaro, Lushoto, Morogoro, Zanzibar and  the Coastal Strip, 
including the Pwani region in which Bagamoyo is located. In addition to these six target zones, the 
programme also works with partners and the Government of Tanzania in the SAGCOT regions of 
Iringa, Mbeya, and Njombe. The program started in 2009 and was completed recently, in June 2014. 

3. The Institutional Strengthening and Support to the Horticulture Sector Program is 
another USAID-supported programme which aims at strengthening the capacity of the Tanzania 
Horticultural Association (TAHA), through a direct grant award, to serve the industry better especially 
around its key strategic areas. TAHA is a business association grouping all aspects of the horticulture 
industry in Tanzania, with members such as large-scale operators, farmer associations and 
smallholders. Other partners supporting TAHA are the Government of Tanzania and development 
partners such as BEST-AC, the Royal Netherlands Embassy and Finnish Government. Operational in 
Bagamoyo also, the programme started in 2012 and is set to complete in 2016. 

Environment-related interventions 
 
4. UNDP/GEF-Securing watershed services through SLM in the Ruvu and Zigi catchments.  
The project objective is to alleviate land degradation, maintains ecosystem services and improve 
livelihoods  through sustainable land and natural resource management in the Ruvu and Zigi sub-
catchments of the Eastern Arc Mountains of Tanzania.  

5. UNEP/GEF-Developing Core Capacity to Address Adaptation to Climate Change in 
Tanzania in productive coastal zones (2012-2017). This project is working to address the impacts 
of climate change on coastal zones, especially sea-level rise and changes in precipitation patterns 
that will affect livelihoods, coastal assets and water availability. Thus the project is improving the 
adaptive capacity of local communities and administrations, who have limited access to technologies, 
human capacity, and financial resources. In order to reduce coastal vulnerability, the additional LDCF-
funded adaptation investments aim at the most visible climate impacts and adaptation gaps. 
Measures include the restoration of both man-made and natural coastal protections, as well as the 
rehabilitation of vital infrastructure such as damaged water extraction or conservation structures. In 
addition, some of the systemic barriers will be removed, including the low capacity at district level and 
the lack of engagement of civil society in adaptation initiatives. 

 
 
 

http://www.thegef.org/gef/sites/thegef.org/files/gef_prj_docs/GEFProjectDocuments/Land%20Degradation/Tanzania%20-%20(5463)%20-%20Securing%20Watershed%20Services%20Through%20SLM%20in%20the%20Ruv/08-15-13_PIF_request_document.pdf
http://www.thegef.org/gef/project_detail?projID=4141
http://www.thegef.org/gef/project_detail?projID=4141
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Appendix 2. Attachment 2: Financing of the private sector partner investment 

1. The Government of Tanzania (GOT) has provided government-owned land in Bagamoyo 
district to the investor (Agro EcoEnergy Tanzania) for the nucleus estate. Agro-EcoEnergy is a 
Tanzanian subsidiary of Eco-Development in Europe AB, a Swedish company that owns 30% of 
SEKAB, one of the largest producers of green chemicals based on ethanol in Europe. EcoEnergy is 
committed to social and environmental issues.  

2. The total investment cost for the programme is about US$ 542 million. About US$ 320 million 
will be provided by consortium of private lenders led by the AfDB, with a commercial loan of US$ 50 
million from its private sector department, US$ 280 million equity from private investors and 
development finance institutions, plus development financing from AfDB and IFAD for the outgrower 
portion of the investment. The AfDB has requested a Euro 30 million grant from the EU for the power 
portion of the investment, and the Government of Sweden is expected to provide a guarantee of about 
US$ 95 million to the consortium. EcoEnergy has been granted “strategic investor status” by GOT. 
Financial close for the commercial lending package is planned in the second quarter 2015. 
Procurement of the mill and 80% of the construction works has been concluded.

66
 The land provided 

by GOT under the certificate of occupancy starts that GOT will hold a 10% equity share of the 
company once commercial operations have started (ie the sugar plantation and factory are operating 
to achieve 500 000 T of sugar cane processing, which is expected by around 2017), and the GOT 
equity share of GOT will rise to 25% 18 years after the start of commercial operations.   

3. The proposed investment is at a very advanced stage of preparation, with the private sector 
partner already having invested US$ 41 million in preparatory and design work, and received a 
bridging loan of US$ 56 million from Stanbic bank in 2014. For the plantation irrigation development 
and the mill, detailed social and environmental impact assessments and feasibility studies for the mill 
and irrigation development are completed. EcoEnergy has a team working at the field level relative to 
resettlement action plan and another team started working with future sugarcane outgrower farmers 
since 2011 assisting them to work as group to grow irrigated rice on an abandoned scheme.  The due 
diligence risk assessment (known as Lender’s Technical Advice or LTA) for a bridging loan has been 
completed on 13 September 2013, and has found the investment technically sound.  Contracts have 
already been awarded for about 80% of the plantation estate works, including the mill. Long-term 
sales contracts for the output from the mill have also been concluded. The target date for the investor 
and the Government to reach agreement to fulfill the conditions for financial closure (FC) to release 
the commercial financing package is June 2015. The major outstanding item is the Implementation 
Agreement between EcoEnergy and GOT, and the power purchase agreement with TANESCO for the 
purchase of the electricity generated by the factory. The due diligence report highlights the fact that 
outgrowers are key to attaining full capacity utilization of the factory to achieve modern levels of 
efficiency – and profitability.    

4. With the bridge financing from Stanbic, in 2014 EcoEnergy has started work for development of 
the irrigation infrastructure, cane planting and the construction of the mill, as well as expanding the 
pilot work with outgrowers from 3 to 10 groups.  The estate is expected to start sugar production 
about 26-34 months later, when plantation cane production reaches about 500 000 T so that the mill 
can begin operations. The date when the plantation is producing enough cane to warrant starting the 
mill is known as the commercial operations date (COD). The dates for FC and COD are key moments 
for the financial package and determine the schedule for commercial repayments by the investor, as 
well as being the triggers for eventual guarantees, and the equity share of GOT in EcoEnergy.   
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Appendix 2. Attachment 3: Land acquisition for the nucleus estate and its utilization 

1. On the 9th of May, 2013, the Government of Tanzania (GoT), as part of the “land for equity” 
agreement, granted EcoEnergy a 99-year “Certificate of Occupation” (CO) lease for 20,373.56 ha of 
the western portion of the Razaba Cattle Ranch located to the west of the Makarunge – Gama Road. 
Most of the coastal strip of the former ranch to the east of the road will remain under the control of the 
GOT. The ranch was established in 1974 and granted to the Government of Zanzibar. The inhabitants 
at that time were compensated and resettled outside the area. The ranch was stocked with about 
7,000 head of livestock and about 300 workers were employed from the mainland and Zanzibar 
Islands to take care of the livestock. Ranching operations ceased in 1994 mainly because of problems 
in controlling tsetse fly infestation. The nucleus estate is surrounded by four villages (Fukayosi, 
Makurunge, Kidomole and Matipwili) and eight sub-villages (Kaloleni Biga, Gama, Razaba, Kitame, 
Mkwajuni, Bozi, Mtoni and Gobole) as well as the Sadaani National Park situated to the north and 
east of the estate.  

2. Under the CO, EcoEnergy is to pay 50 million Tanzania Shillings (about US$ 31,000) in rent per 
year for the duration of the lease period, subject periodic review by the Commissioner of Lands. The 
CO provides for the GOT to receive a 10% equity share of the company once commercial operations 
have started (ie the sugar plantation and factory are operating to achieve 500 000 T of sugar cane 
processing, which is expected by around 2017).  The equity share of GOT will rise to 25% 18 years 
after the start of commercial operations.  The land may be used for plant and animal husbandry and 
general and special industrial purposes. EcoEnergy is responsible for clearing and preparing the land 
for agricultural activity within three years of being granted the lease; demarcating the boundaries and 
protecting beacons; and undertaking soil protection measures and preventing soil erosion within the 
farm and areas outside the boundaries that may be affected by the farming activities. The CO does 
not confer water rights and the leased land may not sub-divide without the prior approval of the 
Commissioner for Lands but it may mortgage the land to a financial institution for the development of 
the land and the water permit has been granted through the relevant procedures. The agreement 
between the GoT and EcoEnergy includes an agreement that the land is granted without 
encumbrances. 

3. EcoEnergy initially intends to develop just under one third of the total area (7,800 ha out of 
20 4000 ha) for irrigated sugarcane production. The balance of the land will be used for roads, 
biodiversity, sustainable forestry (about 2,000 ha), sustainable livestock farming (about 2,000 ha) and 
sweet sorghum, bamboo or other biomass production (about 2,000-2,500 ha) on marginal land that 
currently is not suitable for sugarcane. It is planned that some of the marginal land will be improved 
over time to the extent that it can be used to grow cane. A wildlife corridor is also to be established in 
the north of the estate, linking the Sadaani National Park with the hinterland. It is foreseen that people 
affected by the project, including pastoralists and neighbouring communities will be involved in other 
production activities but plans for this have not yet been finalized. 

4. Since 2007, the company has been in consultation with the villages of Fukayosi and Matipwili 
regarding the possible allocation of village land at Biga West for the the nucleus estate. The area is 
considered “Mbuga” land, meaning it is underutilized and unallocated village land prone to flooding. It 
was indicated as being part of Fukayosi but subsequent investigation established that some of the the 
land adjacent to the Wami River has been used by residents of Matipwili. After a lengthy consultation 
process involving both villages, the Mkange Ward Development Committee (which includes both 
villages) and the District Council, agreement was reached that about 1,400 ha of the land could be 
allocated for the nucleus estate and that Matipwili would retain about 700 ha for its own purposes. In 
2014 the village land use plans for both villages were updated, to include, among other things, an 
indication of the land to be granted to EcoEnergy. The plans are expected to be presented to and 
approved by the respective Village Assemblies early in 2015. Following their approval, the land will be 
re-designated as General Land and a lease will be granted to it by the Government of Tanzania, with 
the same conditions of the general lease agreement. 
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Appendix 2. Attachment 4: Resettlement and compensation issues for the nucleus estate 

1. The nucleus estate is located on an abandoned Government-owned area, which was previously 
a livestock ranch. Since the ranch was closed by the Government in 1994, neighbouring communities 
started using parts of the land for shifting cultivation, grazing, charcoal production, hunting and 
gathering of medicinal plants. Subsistence farmers from neighbouring villages settled mainly in the 
north where the sugar production will take place; itinerant charcoal producers and a few Barabaig 
pastoralists have settled in scattered settlements in other areas. In August 2007, ORGUT Consulting 
AB of Sweden and Ardhi University carried out an initial Environmental and Social Impact Assessment 
(ESIA) on behalf of EcoEnergy. The draft ESIA was submitted to the National Environment 
Management Council (NEMC) for review in July 2008, and NEMC convened a technical review in 
August 2008. The ESIA was revised to address the comments received and was re-submitted. The 
final version ESIA for the nucleus estate was approved by NEMC in December 2008 and an 
Environmental Certificate was issued on 3 April, 2009.  

2. The ESIA for the nucleus estate was finalised in March 2012, and included provision for a 
Resettlement Action Plan (RAP) in accordance with AfDB’s Involuntary Resettlement Policy and the 
International Finance Cooperation’s Performance Standard 5 (IFC PS5). EcoEnergy appointed IDC 
Ltd.

67
 to develop the Resettlement Action Plan (RAP). As part of the RAP process the enumeration of 

the people expected to be resettled or who may be economically impacted – the Project Affected 
People (PAPs) – was conducted in October and November 2011 by the Ministry of Lands, Housing 
and Human Settlements Development (MLHHSD) and the Bagamoyo District Administration (BDA), 
with the support of IDC. The cut-off date was 18 October 2011 for registration of claimants. The 
enumeration process is still on-going, as a result of a pending court case discussed below. A draft 
Resettlement Action Plan (RAP) was produced by IDC for EcoEnergy in April 2012. The ESIA and 
draft RAP report were reviewed by the AfDB from May to August 2012 and have been found to follow 
international best practice and to be in accordance with the AfDB’s and IFC’s policies and 
procedures68.  

3. PAPs are defined in the draft RAP as anyone who lives, works or has any socio-economic, 
livelihoods or cultural ties to the nucleus estate land and who experiences any loss of natural and/or 
communal resources in the estate. These include: subsistence farmers, fishermen, charcoal 
producers, traders, Barabaig pastoralists and food caterers. Key guiding principles for compensation 
include: (i) consultation processes for determining resettlement and compensation that must be 
participatory, culturally appropriate and ensure informed consent; (ii) the valuation is based on 
replacement value; (iii) no one should be left worse off than before and, where possible, there should 
be a demonstrable improvement in people’s lives; and (iv) “in-kind” forms of compensation rather than 
cash compensation are preferred; and (v) where possible, resettlement should be minimized. Efforts 
were made to ensure that the groups being consulted are representative, and have the full 
participation of women, vulnerable groups and ethnic or religious minorities. Clear grievance 
mechanisms were also established. The main stakeholders who participated in the review included: 
communities and individuals in the villages surrounding the programme area; pastoralists crossing 
through the farm; village officials especially those responsible for matters involving water, land use 
and natural resource management; the Bagamoyo district government and local authority officials; 
and relevant NGOs and international institutes. Records have been kept of all consultative meetings 
and associated agreements. 

4. According to current enumeration estimates from October 2011, about 260 people are living 
within the nucleus estate and need to be resettled, and 1112 people are carrying out various 
livelihood activities. Most of those expected to resettle or who are economically impacted are the 
subsistence farmers using land in the north of estate which is to be used for sugar production. The 
GOT and EcoEnergy are focusing on these groups so that production can start as soon as possible. 
Special provisions are also being made for the pastoralists settled on the estate. Of the estimated 
total of 1372, there are 816 subsistence farmers, 70 pastoralists, 251 external pastoralists, 225 
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The IDC team is a multi-disciplinary team of around 20 people, including 17 Tanzanians and 3 international staff. 

68 
See Sections 1, 5 and 6 of the African Development Bank (2012). Executive Summary of the Resettlement Action Plan for 

the Bagamoyo Sugar Project, Tanzania.  
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charcoal producers and 10 others (food caterers and traders). It is also anticipated that some of the 
people in the neighbouring villages who are economically affected by the development of the nucleus 
estate may also opt for resettlement to take advantage of new economic and development 
opportunities in the main villages. If the RAP is implemented as currently foreseen, it is expected that 
all people affected by the programme will be in a better position than before.  

5. The reason for the enumeration of nucleus estate not yet being completed is that a court case 
has been brought against the Bagamoyo District Administration (BDA) and EcoEnergy by a group of 
people claiming not to have been included in the enumeration. The Attorney General has recently 
joined as defendant in the case. There are reportedly four main plaintiffs with about 468 signatories 
and unofficially it is estimated that about 700 people could be involved. Most claimants use land in the 
Maka’ani and Bozi areas of the nucleus estate. Unofficially it is reported that about 175 to 250 
claimants relocated from a flood-prone area of Gama village and others are mainly from Bagamoyo 
and Dar-es-Salaam, who reportedly bought land from brokers in Dar-es-Salaam with the expectation 
that they would be included in the project. A final court hearing is expected early in 2015 to assess 
and verify the legitimacy of these claims. Analysis of satellite imagery and aerial photographs on 
settlement and land use in the area are to be included as evidence. Subject to the finding of the court 
case, a decision will be made on whether or not claimants will be included in the compensation 
planned under the RAP. Completion of the enumeration process is expected by 2015. The phasing for 
the implementation of the RAP will be linked to the phasing of the development of the nucleus estate 
and is likely to be as follows: 

 Phase 1 will involve land preparation and the development of irrigation infrastructure for sugar 
production adjacent to the Wami River, nursery establishment and construction of the sugar mill. It 
is expected that 131 people in 28 households, farming 25 ha of land will be resettled from Kaloleni 
Biga sub-village and 60 people in 10 households, farming about 10 ha of land will be resettled from 
Gobole sub-village. These people have agreed to re-settle at their main village of Matipwili. A 
further 66 people farming about 48ha at Koleleni Biga and 17 people farming about 7 ha at Gobole 
are also to be compensated with land at Matwipli. In addition, 70 Barabaig pastoralists located in 
the nucleus estate in 13 households are to re-settle and to relocate about 3,200 cattle, 650 goats 
and 50 donkeys to the land provided in the south-west of the nucleus estate for livestock purposes. 
About 85 itinerant charcoal producers are also to be compensated. 

 Phase 2 will include the resettlement of about 10 people and compensation of charcoal producers 
in the Bozi village area. The estimate is being finalised, about 10 people will be resettled, another 
750 subsistence farmers and about 70 charcoal producers could be economically impacted.  

 Phase 3 will include the economically impacted people based outside the nucleus estate living in 
sub-villages of both Matipwili and Fukayosi. Although the formal count has not been made, it is 
estimated that this will involve about 330 people and that many will resettle in their main villages 
where they will be provided alternative land for farming. Additionally, formal arrangements for 
2,492 ha of alternative new pastures in the neighbouring villages of Fukayosi and Kidomole are to 
be finalized for those pastoralists living outside the nucleus estate who use the estate seasonally. 

 Phase 4 will include the people of Maka’ani and the registered charcoal producers in the Maka’ani 
area. Although the formal count has not been finalized, it is estimated that there are about 500 
people who could be economically impacted.  

6. The draft RAP recommends that the affected people are offered cash or in-kind compensation 
including: (i) the replacement of housing and other immovable assets; (ii) replacement of land 
according to actual replacement value; (iii) employment at the nucleus estate; (iv) training and access 
to credit for a range of income-generating activities; and (v) disturbance, transport and 
accommodation allowances. Most subsistence farmers affected by the first phase of development 
have opted to settle at Matipwili villages. They will be provided with a residential site, replacement 
housing, replacement farmland of about 2 ha per family, and they will also be given the opportunity to 
participate in the outgrower scheme. Some of the charcoal producers are expected to settle at 
Matipwili while others intend to settle at Makurunge, which is expected to develop as a rural 
commercial centre. Charcoal producers will be offered employment by the nucleus estate. Some have 
expressed an interest in receiving training and access to credit to engage in other income-generating 
activities. The Barabaig pastoralists currently living on the nucleus estate opted to settle in the south-
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west and have been offered 2,000 ha of land by EcoEnergy in the south western part of the nucleus 
estate. They have also been offered access to two dams for water and will be supported in the 
establishment of a dip. Their use of the land for livestock raising is subject to an agreement on 
sustainable land use. An additional 2,492 ha of grazing land has also been identified at Fukayosi and 
Kidomole for pastoralists living outside of the nucleus estate who were grazing their livestock in the 
nucleus estate. 

7. GOT legal responsibilities for compensation are guided by the 2001 Land (Compensation 
Claims) Regulations, which in turn are guided by the Constitution, the 1967 Land Acquisition Act, the 
1995 National Land Policy, the 1999 Land Act and its Regulations and the 1999 Village Land Act and 
its Regulations. These provide compensation to authorized users, either in cash or in-kind. 
Compensation is calculated according to the market value of the property less depreciation, a 
disturbance allowance, a transport allowance, loss of profits and loss of accommodation. Following 
these parameters, GOT estimates the cash value of its legal responsibility to be about US$ 750,000. 
The compensation guidelines provided under the AfDB’s policies and guidelines provide for a higher 
level of remuneration, which is estimated at about US$ 4.5 million.. The GOT has in principle agreed 
to the compensation guidelines provided under the AfDB’s and IFC’s policies and guidelines but the 
modalities are still being worked on as the resettlement plan for the project is being seen as possible 
role model for future similar projects and there are concerns regarding the availability of funds not only 
for the project. EcoEnergy has in principle agreed to finance up front the implementation of the RAP, 
subject to agreement being reached on possible tax breaks or other incentives. The time required to 
reach agreement has been identified as a major cause for delays in the implementation of the RAP. 
The delay has also been identified as a major cause for concern among village representatives and 
people affected by the project. Depending on the outcome of the court case, the implementation of the 
RAP following AfDB’s and IFC’s guidelines is estimated at about US$ 3 million. 

8. Much of the compensation is expected to be provided in-kind, including the provision of 
alternative land in adjacent villages, employment at the nucleus estate or support for alternative 
livelihoods. It is proposed that a “PAP Development Trust Fund” be established to support skills 
development, capital investments and micro credit schemes for PAPs. The GOT, including the BDA 
and Village Councils, and EcoEnergy are expected to provide where possible in-kind compensation 
for the development and construction of the resettlement sites, including land preparation. EcoEnergy 
is expected to provide employment opportunities on the nucleus estate and various training and other 
capacity building support for farmers involved in the outgrower scheme. Host communities are 
expected to provide residential sites for all PAPs who will be resettled there and replacement land for 
subsistence farmers. As mentioned, EcoEnergy and Kidomole and Fukayosi villages will make land 
available for the pastoralist families living both within and outside of the nucleus estate. Respective 
national ministries and the district government are expected to provide financing for facilities, services 
and infrastructure to meet the increased demand in host communities. NGOs operating in the area 
are also expected to support the process. All these provisions are to be included and agreed to in the 
RAP implementation plan. Implementation of the RAP will be supported by a Project Resettlement 
Team and will be overseen by representatives of the GOT, including a representatives from MLHHSD 
and BDA, representatives of the PAPs and the host community. The host communities will also 
establish Resettlement Site Committees with members from the host community and PAPs. 

9. The monitoring and evaluation procedures of the resettlement and compensation process have 
been described in the RAP. It is proposed that M&E will be done by the programme implementers on 
inputs, outputs and impact. Independent M&E consultants will provide an additional level of oversight 
and will cover among other things, the progress of compensation packages and livelihood 
programme, as well as the overall compliance with AfDB and IFC PS5. It will also assess the degree 
to which PAP livelihoods, their standard of living and general welfare is being restored or bettered as 
a result of the programme. Annual monitoring reporting will continue beyond the final drawdown of 
funds. Particular attention will be given to vulnerable people. The grievance management system will 
also be evaluated. The resettlement and compensation process will only be considered complete 
when all possible adverse impacts of resettlement have been addressed in a manner that is 
consistent with objectives stated in the RAP. A completion audit will establish whether all activities 
required in the RAP have been undertaken. 
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Appendix 2. Attachment 5: List of Programme Villages 
 
 

Position Village HH People Male Female Ha 

Outgrower Matipwili 482 2 149 1 063 1 086 8 600 

  Kiwangwa 1 858 7 952 3 985 3 967 10 700 

  Gama/Kitame 180 452 226 226 9 000 

  Bago 448 2 074 1 092 982 2 200 

  Mwavi 675 3 041 1 583 1 458 8 800 

Outgrower Total 5 3 643 15 668 7 949 7 719 39 300 

Inner circle Fukayosi 767 3 422 1 818 1 604 19 900 

  Gongo 247 1 189 601 588 8 000 

  Kidomole 266 1 124 613 511 8 900 

  Makurunge  5 000 23 345 11 200 12 100 13 000 

Inner circle Total 4 6 280 29 080 14 232 14 803 49 800 

Outer circle Buyuni 573 2 725 1 343 1 382 16 262 

  Hondogo 300 1 134 535 599 2 893 

  Kidongozero 298 1 184 555 629 8 825 

  Kihangoaiko 686 3 132 1 583 1 549 72 586 

  Kikaro 1 442 6 626 3 147 3 479 7 595 

  Kilemela 203 839 436 403 5 776 

  Mandamazingara 724 3 446 1 674 1 772 8 997 

  Mandera 704 2 863 1 425 1 438 5 976 

  Masuguru 194 1 008 513 495 13 425 

  Mazizi 474 2 359 1 106 1 253 7 821 

  Mihuga 359 1 832 957 875 21 025 

  Mkange 799 3 809 1 864 1 945 16 010 

  Mkenge 290 1 542 809 733 16 188 

  Mkoko* 296 1 382 728 654 6 694 

  Msata 1 265 5 513 2 699 2 814 4 338 

  Msinune 536 2 427 1 252 1 175 7 079 

  Saadani 403 1 433 779 654 28 331 

  Talawanda 701 3 433 1 737 1 696 25 190 

Outer circle Total 18 10 247 46 687 23 142 23 545 275 011 

Grand Total 27 20 170 91 435 45 323 46 067 364 111 
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Appendix 2. Attachment 6: Land allocation and tenure options for outgrower companies 

1. Three sites have been identified for the initial establishment of the outgrower programme, at 
Matipwili, Kiwangwa and Gama villages. About 1,150 ha of irrigated sugarcane would be developed at 
Matipwili, about 1,850 ha at Kiwangwa, Mwavi and Bago

69
 and about 400 to 850 ha at Gama/Kitame. 

There are land tenure issues associated with the construction of a dam and main canals and 
tenure/occupancy arrangements for outgrowers. 

2. Land allocation for outgrower irrigation schemes. It is proposed that an off-river storage 
dam of 1.4 million cubic metres be constructed to which surplus water will be pumped during the wet 
season and released during the dry season of the drier years. Two potential dam sites have been 
identified at Kiwangwa. The occupancy and tenure issues at these sites are still being investigated. At 
least one of the dam sites reportedly has no occupation or significant use of the land that will be 
inundated with water from the dam. Since water is to be piped from the pump stations, it is expected 
that there will not be any major disruption to existing land use. A survey of the existing ownership and 
use of land identified for the infrastructure development was done in August and September 2014

70
. 

While it has been understood that most of the the land being considered for the outgrower production 
is unallocated village land

71
, the survey found that in the past two years, a significant amount of land, 

especially at Kiwangwa, may have been sold to outsiders, either by village leaders or by certain 
people claiming ownership. The District Executive Director and District Lands Office, with the support 
of the Ministry of Lands is currently undertaking an audit of these land sales which is expected to be 
completed in March 2015. Subject to their findings, all irregular sales are expected to be reversed with  
ownership reverting back to the original owners, including to the village where appropriate. Additional 
water storage areas will need to be identified and the same approach and procedures will be applied.  

3. A Resettlement Action Plan  will be done in accordance with the AfDB’s Involuntary 
Resettlement Policy and IFAD’s SECAP Guidelines, along the same lines as the RAP that has been 
developed for the nucleus estate, as outlined in Appendix 2, Attachment 4. Following these 
guidelines, all owners and users of the land to be used for outgrower production and associated 
infrastructure development will be identified and properly compensated following the principles of free, 
prior and informed consent and “do no harm” or preferably that affected people are to be left better off 
than before. The RAP will be preceded by a Resettlement Action Framework which will be done prior 
to the finalization of a loan agreement and the RAP will be completed once the detail design for a 
scheme has been completed. Every effort will be made to minimize any physical resettlement or loss 
of land due to infrastructure development and since it is anticipated that most land to be used for 
outgrower production will be unallocated village land, it is expected that the people affected by the 
establishment of an outgrower scheme will be limited. Compensation measures could include, among 
others: cash payments, replacement of assets, the provision of alternative lands, such as grazing 
lands in the case of pastoralists or other livestock producers or it could include preferential 
participation in an outgrower scheme or support for alternative livelihoods options.  

4. Land tenure options for outgrowers. Subject to the compensation of current legitimate 
owners and users, it is proposed that the land to be used for outgrower schemes is designated as un-
allocated village land in village land use plans. The land could then either be held in trust by a Village 
Trust and rented to an outgrower group or ownership could be transferred to the group through a 
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 In 2011, the village of Kiwangwa split into Kiwangwa, Mwavi and Bago. An adjustment of boundaries between the 

three is currently underway to allow each village to benefit from outgrower production. This is expected to be finalized in 

the first half of 2015. 
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 Socio-economic survey of villages surrounding the EcoEnergy Project, Space and Development, Co, Dar es Salaam, 

August 2014. 
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 Most of the land being identified is referred to as “mbuga” land which generally refers to underutilized, marginal, flood 

prone lands. Historically (going back 30/40 years or more) some of this land may have been used by certain families 

but most was reportedly abandoned with villagization. Under customary practice, “ownership” rights are derived from 

use, hence unused land typically reverts to the village. More recently some of this land may have been granted by the 

Village Council to rice groups for use or to pastoralists for seasonal grazing (subject to the granting of an annual 

grazing license). 
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CCRO. Given the nature of sugar farming in irrigated blocks, it is proposed that group members are 
allocated undivided shares to the land (either as part of a company or a cooperative). It is expected 
that the shares could be bequeathed to others. An exit from the scheme would entail a member 
selling their shares. Provisions for the group exercising a first option on purchase or having to approve 
the sale of shares to another party could be included in the governance rules for the group. Provisions 
could also be included that sales should only be made to local residents. The option of smallholders 
retaining their ownership of a parcel in an irrigation block could also be considered, provided that the 
parcel is farmed as an undivided part of the block. All the above and other options will be discussed at 
village and group level in the early stages of community consultation, group formation and planning as 
part of the dialogue and capacity building process under the programme with the villages. 

5. Land allocation and tenure options for other users. The allocation of land for the outgrower 
production carries the risk of exacerbating competition and conflicts over land, especially between 
crop and livestock farmers in the target and neighbouring villages but also opportunities for resolving 
these. There is a need for strengthening village land use planning processes including the formulation 
and approval of village land use by-laws by Village Councils to manage risks and to maximize 
opportunities. Village land use planning processes could include inter-village planning and the 
identification and gazetting of grazing / rangelands and livestock corridors. Additional support for this 
is expected to be provided through the Sustainable Rangeland Management Project

72
 (SRMP) that 

has been jointly supported by the Ministry of Livestock and Fisheries Development, the National Land 
Use Planning Commission, the ILC Secretariat, ILRI, RECONCILE and CSOs. Subject to 
consultations with all key stakeholders, including pastoralists, it is anticipated that CCROs could be 
granted to Pastoralist or Livestock Associations for designated grazing lands.  

6. In the case of other enterprise investments that may be started either with the direct or indirect 
support of the programme, tenure security and land registration options will depend on the nature of 
the investment and will also be subject to thorough consultation regarding the options and a decision 
by those involved on the best option. CCROs could be allocated to groups that are granted village 
land for consolidated schemes or farmers could retain ownership to their land parcels but aggregate 
their production or consolidated their land use in the production of certain crops. Land registration will 
also be available for private retail enterprises (shops, etc.) and familial residential and crop land 
parcels. 
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 The first phase of SRMP was implemented in 5 Districts in the Dodoma and Manyara Regions from 2009 to 2014. It 

focused on supporting the integrating of rangeland management plans into village land use plans. Two key innovations 

included the development of inter-village grazing land plans (a first in Tanzania) and the mapping of livestock corridors. 

The project has gained a good recognition and support in the Ministry of Livestock and Fisheries Development and the 

National Land Use Planning Commission. ILRI and RECONCILE (a Kenyan based NGO) are currently preparing a 

proposal for the next phase under the auspices of the ILC and IFAD’s Tanzania Country Programme has indicated its 

interest to finance the next phase. It is proposed that the Project will continue to be implemented in the original site but 

will also expand its activities to cover Morogoro and Bagamoyo. 
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Appendix 2. Attachment 7: Village land use planning and land titling 

1. Village Land Certificates (VLCs). In order to obtain an approved VLUP, a village must first 
have delineated boundaries which are laid out in its Village Land Certificate (VLC) that is granted by 
the Commissioner of Lands.  The process must be in accordance with the Village Land Act, No. 5 of 
1999 and its 2002 regulations, the Land Use Planning Act, No. 6 of 2007 and the Guidelines for 
Participatory Village Land Use Planning, Administration and Management in Tanzania, Second 
Edition, 2013.  Currently the boundaries for Kiwangwa, Mwavi, Bago, Matipwili, Gongo and Fukayosi 
are being redrawn through an ongoing consultative process between the relevant vilages. There is 
also an ongoing boundary dispute between Matipwili, Gama/Kitame and the Sadaani National Park

73
. 

It is expected that these disputes will be finalized prior to the start-up of BASIC and that new VLCs will 
be granted to the respective villages. BASIC will continue to support the issuing of VLCs for the 
remaining 18 villages. 

2. Village Land Use Plans (VLUPs). The process is initiated at District level with the 
establishment of a multi-disciplinary District planning team (PLUM) which identifies priority villages 
and an action plan for village land use planning. This is followed by sensitization meetings with the 
Village Council (VC) and Village Assembly (VA), and then participatory rural appraisal and community 
action planning process is undertaken in collaboration with the Village Council and Village Land Use 
Management Committees (VLUMC) and the participation of hamlet and various interest groups, 
including men, women, youth and various land users. The participatory process collects socio-
economic information, land use and land use conflicts and future land use needs, etc. and the 
community action plan details the actions for addressing land conflicts and future land use. The 
participatory rural appraisal process is followed by a village boundary survey, base map preparation, 
mapping of existing land use and compilation of bio-physical data, which may be collected during the 
participatory process. After this, draft village land use plans and by-laws will be drafted, reviewed and 
revised by the Village Council and then the Village Assembly for final approval. The VLUPs are 
expected to cover all major land uses including for settlement, community/public facilities, crop 
farming, grazing, water sources, forest as well as conservation and wildlife reserves. The village 
development and land use planning process usually takes about two to four weeks, and villages need 
technical backstopping from the local government so that their plans respect the regulations in 
Tanzania. Copies of the VLUPs are to be registered with the District Council and National Land Use 
Planning Commission. Once the plan is approved, land use areas are to be demarcated, including 
with sign boards. Implementation of and compliance to the VLUP is monitored by the District PLUM, 
VC and VLUMC.   

3. Inter-village / zonal land use plans. The Land Use Planning Act provides for the approval by 
the NLUPC of zonal land use plans or joint village land use plans to be approved by District Councils. 
Zonal or joint village land use plans have the benefit of being able to address different land use needs 
in a wider area. This would be especially relevant for BASIC as it would enable the planning and 
development of grazing and rain-fed cropping areas in villages adjacent to the outgrower scheme and 
beyond. A draft inter-village planning framework has already been prepared for the 9 inner circle and 
outgrower villages with the support of a consultant employed by Eco-Energy. BASIC will continue to 
support inter-village planning for all 27 villages in the Programme Area, building on the work already 
done for the 9 villages. This will enable villages in the programme to identify and plan grazing areas, 
including inter-village grazing areas and stock routes, thereby mitigating many of the current conflicts 
and competition over land for livestock. The support provided by BASIC will be complemented by the 
support expected to be provided by SRMP which will extend some of the planning of grazing areas 
and mapping of livestock routes beyond the Programme Area, including for example investigating 
proposals for the allocation of Ruvu Ranch, another state-owned farm adjacent to the PA. 

4. Land titling process. Once the village boundaries have been agreed upon, Village Land 
Certificate obtained and VLUPs have been approved by Village Assemblies, the villages are 
authorized to implement their village land use plans and to open Village Land Registries. The Village 
Land Registry requires an office, preferably a room adjacent to the Village Executive Officer (VEO). 
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 The viability of outgrower schemes at Gama and Matipwili are dependent on an equitable solution of the boundary 

dispute with the SNP. 
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The Village Land Registries are responsible for working with the Bagamoyo District Land Registry to 
survey and adjudicate ownership rights for the issuing of individual Certificates of Customary Rights 
and Occupancy (CCROs). There can be either spot or systematic adjudication, depending on the level 
of demand within the village and its specific situation; systematic adjudication is preferred. Parcel 
identification numbers are provided and parcel boundaries are surveyed, using where possible, 
satellite imagery, ortho-photos, aerial photography or GPS. Parcel data is to be captured in the District 
Land Registry GIS and a map of land parcel boundaries are to be produced. Hard copies of parcel 
records and the parcel map are provided to the Village Land Registry. The parcel map is then publicly 
displayed for 30 days to allow for any objections which are to be lodged with the VEO. Subject to 
there being no objections, owners may request a CCRO. The District Land Office prepares the CCRO 
in triplicate and sends them to the VEO. The land owner signs the CCRO in front of the VEO and pays 
the fee of TZS 10,000 (less than US$5). The VEO and Village Chairperson co-sign the CCRO. All 
copies returned to the DLO who signs, seals, registers and laminates one copy that is returned to the 
owner. The DLO retains one copy and the other copy is retained by the VEO.  
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Appendix 2. Attachment 8:  

 Strategic Approaches to Climatic and Environmental Issues   

Introduction   

1. The climatic and environmental issues in the proposed programme area have been carefully 
assessed in order to develop an appropriate strategy to address the various challenges. At the heart 
of BASIC climate strategy is the incorporation of climate resilience into the programme components. 
Climate resilience (in a definition used by IFAD) is "The capacity of a social-ecological system to cope 
with a hazardous event or disturbance, responding or reorganizing in ways that maintain its essential 
function, identity, and structure, while also maintaining the capacity for adaptation, learning, and 
transformation." In other words the ability of a system to ‘bounce back’ after a shock.  

2. The main means of instilling climate resilience into the programme is to create ‘climate-smart 
villages’ underpinned by infrastructure that is resilient to disturbances – this includes facilities to make 
water supplies more reliable and cleaner, improved sanitation, better waste disposal and recycling 
facilities. All 27 villages will benefit. Equally important is the development of ‘climate-smart’ 
households: women and men (the youth also) who recognise climatic and environmental changes 
better, and are enabled to respond more effectively. This will be achieved by capacity building, but 
also by the provision of land certificates (at village level) to confer security and encourage investments 
in catchment/land management, and by the promotion of rainwater harvesting, more efficient cooking 
stoves, and home gardens emphasising nutrition as well as yield. 

3. Under the core outgrower component, farmers will consolidate their land use to form companies 
that will be assisted through a pro-poor inclusive business model to adopt the same modern crop, 
irrigation (with a focus on efficient water management) and green harvesting technologies, as applied 
in the nucleus estate. Under the component for sustainable community development, the surrounding 
villages located in the rainfed areas will benefit from climate-smart infrastructure investments such as 
catchment and homestead rainwater harvesting technologies, while receiving support to form 
agribusiness and small and medium enterprises using climate-smart enhanced technologies, such as 
drought tolerant varieties and improved agronomic practices, to increase their productivity and create 
value added. 

4. All technologies which will be adopted under the programme focus on environmental 
sustainability and increased resilience to changing climatic patterns. For sugar cane, there will be a 
no-burn policy when clearing land, and green harvesting will reduce greenhouse gas emissions and 
eventually reduce the quantities of agrochemicals required. For the environment, EcoEnergy will 
implement 14001 ISO standards and is aiming for BONSUCRO certification for the nucleus estate and 
outgrower companies, which includes green harvesting. The co-generation using a high pressure 
boiler for renewable power for internal energy usage and its export to the national grid is another 
sustainable technology that will be implemented on the nucleus estate. Better land-use management 
and climate-smart agricultural and livestock technologies are aimed at promoting climate resilience in 
the rainfed areas.  

5. The various climatic and environmental issues are discussed in turn, and the strategic 
challenges and response of the programme set out. This paper ends with summaries of strategic 
measures for mitigating potential negative impacts of programme interventions (Table 2), and then 
specifies climate and environmental institutional capacity building benefits (Table 3). 

Major landscape characteristics and issues 

6. The programme area is located in the Bagamoyo district, 100 km north of Dar es Salaam and 
30 km north of Bagamoyo town (see Figure 1).  The Bagamoyo district is located in the Wami-Ruvu 
basin, one of the nine major basins of Tanzania. The proposed Bagamoyo sugarcane nucleus estate 
and outgrowers scheme is located between the estuaries of the Wami and the Ruvu rivers, with the 
Wami river as a source for irrigation water. From the coast in an inland direction, the land rises gently 
up to an elevation of around 300 meters, where the gently undulating Maasai steppe starts.  
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7. The programme is geographically targeted to respond to the social and commercial incentives 
that are expected to emerge because of the investments for sugar. The area is subject both to 
flooding and drought, and is being impacted by climate change. The programme area covers 27 
villages, containing 20,173 households (91,448 people), within a radius of 40 km from the future sugar 
mill, following the administrative boundaries of the villages. The programme will cover about half of 
the land area of the Bagamoyo district and provide support to about 30% of the villages and 30% of 
the population in the district (see Table 1 and Figure 1). 

Table 1. Location of villages relative to the nucleus sugar estate and their populations (late 

2014) 

Villages and location Households People 

5 Outgrower villages on the Wami river close to estate and mill 3,643 15,668 

 

4 Inner circle villages (within 20 km of mill) 6,280 29,080 

 

18 Outer circle villages (20-40 km from mill) 10,250 

 
46,700 

27 Villages Total 20,173 91,448 

8.  The communities directly benefitting from the programme practice various livelihoods, 
depending on the topography, access to the paved road and the river, and their ethnic origins. 
However, there are cross-cutting issues that impact them all: for example livestock movement along 
traditional stock routes, and land and water access, especially in the light of the outgrower scheme 
that will take place along the Wami. Pastoralists are often found in the area in search of water and 
grazing land, a challenge highlighted in the Bagamoyo Development Plan. This causes conflicts over 
land and water, exacerbated by the fact that the livestock inevitably trespass into cropland. It was 
reported that the district administration has been involved in trying to resolve such conflicts in about 
17 villages since 2009. Conflicts around boundary delimitation have also started – these regard 
access to the Wami and the right to be part of the scheme. For instance, Kiwangwa has split into 
three villages, and one of these, Mwani, is seeking to gain access to the Wami. The programme’s 
strategy is to explore the strengthening of district institutions and structures that work to resolve these 
conflicts. It also covers land registration, which will lead to land certification in all 27 villages. This will 
confer security, and enable villagers to focus on production and resilience issues. 
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Figure 1. Location of the proposed BASIC Investments in Bagamoyo District 

9. The communities living in the wider community around the Bagamoyo sugar investment 
undertake a wide range of livelihoods, ranging from coastal fisheries-based villages (e.g. shrimp 
farming) to further inland agriculture-based communities growing a mix of food and cash crops: there 
are pastoralists also. This variety of livelihoods may be partially attributed to the ethnic diversity of the 
district that includes Doe, Kwere and Zaramo, the largest sub groups, who are the original inhabitants 
of Bagamoyo. Other tribes in the district include Maasai, Barbaig, Ndengereko, Yao, Nyamwezi, 
Zigua, Pogoro, Ngindo ,Konde, Sukuma, Ha, Gogo, Luguru, Nyasa, Sandawe, Nyaturu, Ndali, Pare, 
Mwera, Ngoni, Makua, Sambaa, Iraq, Rangi, Tumbi, Tatuu, Kame, and Bena. 

10.  Subsistence rainfed agriculture dominates inland, with the majority of households currently 
farming between 0.75 and 1.5 hectares, depending on their household labour pool and proximity to 
the newly constructed road from Bagamoyo to the Morrogoro-Dar Es Salaam road. Yields are 
generally low due to the poor level of development in agricultural systems, with poor practices which 
result in nutrient depletion and deforestation

74
. Dependence on remittances also plays a major role in 

some villages. Households supplement their incomes through exploitation of the wider natural 
resource base, especially forest products. These activities, along with high demands for firewood from 
Dar es Salaam, have resulted in widespread, but localised deforestation and degradation in the wider 
catchment area. Tourism has been growing over recent years, with the presence of Saadani National 
Park and Bagamoyo’s recently obtained status of World Heritage Site, which offer the opportunity to 
supply these emerging markets with local produce

75
.  

11. Addressing these issues and emerging opportunities are key objectives outlined in the District 
Development Plan and will be addressed in part through BASIC investments in the wider community. 
The programme strategically supports village land use planning, which will include community 
engagement in participatory forest management (especially in the ‘outer circle’ villages) often through 
existing Environmental Committees. Furthermore, the development of climate-smart households, 
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 Bagamoyo Council District Development Plan 2011/12-2015/2016, Ministry Of Regional Administration And Local 

Government. 
75

 Socio-Economic Profile Of Villages Surrounding Bagamoyo Eco-Energy Project Site, August, 2014 Space & 

Development Co. Ltd. 
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includes promotion of improved agricultural practices through “climate-smart agriculture
76

” which 
includes agroforestry.  

12. Climate change scenarios developed during the National Communications and NAPA 
processes in Tanzania indicate that the country is likely to undergo an increase in mean daily 
temperature, as well as in the temperature of the warmest and coolest months. Mean annual 
temperatures are also projected to rise by 2.2°C  by 2100, with somewhat higher increases (2.6°C) 
over June, July and August, and lower values (1.9°C) for December, January, and February. Analysis 
of rainfall data reveals various trends: for example, from 1996 to 2003, there has been an observed 
decline in rainfall of 50-150 mm per season (March to May) and a corresponding decline in yields of 
long-cycle crops (e.g. late-maturing varieties of sorghum and maize) across most of eastern Africa. 

13. Based on the impacts of climate change, the population groups that are most vulnerable are 
women, children and the disabled. Women and girls are responsible for fetching water; thus water 
scarcity associated with drying up of sources poses a greater direct threat to women and children than 
to men. Moreover, women form the majority of rural dwellers dependent on subsistence rainfed 
agriculture as their major source of livelihood. With less rain, fewer crops will be produced, thus 
negatively affecting household food security

77
. Once again, the programme’s strategy addresses 

these points through the introduction of climate resilient infrastructure, including rainwater harvesting 
from roofs, thus improving water supplies, and the promotion of climate-smart agriculture. 

14. Rainfall patterns in Bagamoyo district are characterized by a bimodal regime. Although 
there is some inter-annual variation in the onset of rainfall, dry periods typically occur during July-
October. The basin receives bimodal rains, with the short rains (Vuli) occurring during November-
December while the long rains (Masika) fall in March-June. Historical records from the Bagamoyo Salt 
works Station show a decreasing trend for mean annual rainfall between 1949 and the present day, 
and also show high variability between monthly rainfall cycles (Figures 2 and 3).  

 

                                                      
76

 Climate-smart agriculture is defined as production systems that sustainably increase productivity, resilience 

(adaptation), reduce/remove GHGs (mitigation), and enhances achievement of national food security and development 

goals. 
77

 The Role of Women in Adapting to Climate Change in Tanzania, Tanzania 2009. 

http://www.gendercc.net/fileadmin/inhalte/Dokumente/news/Tanzania.pdf.  See also National Climate Change Strategy, 

2013. 

Figure 2.  Variations in total annual rainfall for Bagamoyo Salt works Station 963820 (1949 to 2013) 

Source: WRBWO  

http://www.gendercc.net/fileadmin/inhalte/Dokumente/news/Tanzania.pdf
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Figure 3. Changes in long term monthly rainfall patterns for the Kitame Salt Works (1949-2010) 

15. Temperatures. Average monthly minimum and maximum temperatures are constant 
throughout the basin. The coldest and hottest months are August and February, with long term mean 
temperatures of 18 and 32ºC respectively. The annual average temperature is approximately 26ºC. 
Evaporation is estimated at 2500 mm/yr, a value that exceeds the average annual rainfall in the semi-
arid region of Dodoma. However, in Morogoro and the coastal regions, evaporation is estimated to be 
1800 mm/yr with relative humidity of 50% and 62%, respectively (WRBWO 2007) - still exceeding the 
average annual rainfall observed at the Salt works. 

16. Soils, vegetation and topography. The Bagamoyo District Profile (2006)
78

 classified land 
cover and the vegetation into two ecological zones. The coastal strip is characterized by savannah 
and bush; in contrast to the east, north and western areas inland which are covered with natural 
dense forest. The coastal strip usually receives relatively more precipitation than the inland part 
(Bagamoyo District, 2006). The general district topography is characterized by gentle undulating 
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 Bagamoyo District. (2006). The Bagamoyo District Profile. Bagamoyo District, Tanzania 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 2: Poverty, targeting and gender 

 

 

91 

 

plains covered by a mosaic of coastal forest, coastal bushland, thicket, grassland, degraded 
Brachystegia spp (Miombo) woodland, fallow and cultivated areas. Of these, the remaining patches of 
coastal forest contain most of the rare and endemic plant species found in the district. The closest 
relatively intact coastal forest fragment is the Zaraninge Forest in Saadani National Park which 
borders the proposed sugar production areas. Programme strategy takes cognisance of these 
biodiversity issues, with its emphasis on village use management plans that will include areas that 
require protection by villagers. 

17. The land’s resources are very considerable, and in many areas in good condition, with little 
change in vegetation – especially those areas to the west, furthest away from the nucleus estate 
(Figure 4). This constitutes a very important foundation to underpin development in the area. As noted 
already, many of the villages have active Environmental Committees which are conserving many of 
the undisturbed wooded hilltops. In addition there is evidence of fallowed fields – but as yet unclear if 
this is part of a fertility management strategy or due to shortages in farm power for crop production.

 

Figure 4. Change in vegetation cover between 2002-2012 

18. Floods/droughts. Floods are both a threat and an opportunity for farmers, as excess water 
can destroy crops - but at the same time deposit nutrient-rich silt in the area.  In recent years the 
droughts of 1993, 1996, 1998, 2000-2004, 2008, 2009, 2012 and 2013 have had a severe impact on 
agriculture, energy and business sectors, with alarming environmental and ecological effects. 
Particularly in the semi-arid areas, agriculture was crippled and livestock and wildlife perished due to 
starvation, disease and a lack of water. Livestock moves closer to coastal areas during droughts, 
precipitating water use conflicts. Recent major floods have occurred, in 1997, 2006 and 2014, causing 
physical damage to infrastructure. Climate change will increase the intensity and frequency of these 
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extreme events – floods and droughts alike - creating even deeper impacts and reducing the time 
available for recovery

79
. 

19. There is a little evidence of soil and water conservation measures on any of the cultivated 
fields, other than some mulching of pineapples, and initial flood risk modelling for the area undertaken 
by ICRAF in 2014 shows that the new road from Bagamoyo is at most risk of flooding (see Figure 5).  

 

20. To counter this risk, the BASIC programme proposes flood protection measures including the 
construction of 30 km-long dikes along the Wami river. These are to be combined with river bank 
afforestation, which is consistent with proposals in the district development plans from both 
Bagamoyo and WRWBO in terms of riverine protection. JICA (2013) proposes, in its long-term plan 
(2026-2035), to install a telemetric measurement system for flood forecasting, although this may pose 
a challenge given the complexity of the basin. Regulating reservoir dams along the Wami river are 
proposed to manage water resources, reducing the risks of floods and droughts. However, no in-
depth studies have been carried out, nor does the WRBWO have the experience or expertise to plan, 
design, manage and monitor this type of infrastructure (JICA, 2013). It is hoped that this shortcoming 
will be addressed in part through strategic investments by BASIC aimed at building the infrastructural 
and human capacity of the WRBWO to undertake better water resource management and risk 
reduction planning exercises. 

Potential projects social, environmental, and climate change impacts and risks  

21. Table 2 summarizes the environment impacts, both positive and negative of the proposed AfDB 
and IFAD programme investments, and identifies the key measures required to mitigate the negative 
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 Various sources confirmed by analyses of the data from Bagamoyo Salt works. 

Figure 5. Major roads in the Bagamoyo area most at risk of flooding - Modelled by ICRAF, 2014 
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impacts. Similarly, Table 3 summarizes the institutional capacity building contemplated to reduce 
potential social risks. 

Table 2. Strategic measures for mitigating potential negative impacts of programme 

interventions 

Programme 
interventions 

Environmental impact Measures included to mitigate 
negative impacts in programme 

design 
Positive impact Negative impact 

1. Road and 

infrastructure 

rehabilitation 

 Reduced erosion 

caused by improper 

drainage and lack of 

access diversions as 

road designs will be 

enhanced to manage 

larger storm water 

flows. 

 Innovative use of 

culverts under 

floodways 

significantly reduces 

construction costs 

compared to bridges, 

allowing more 

culverts to be 

installed to prevent 

small perennial or 

storm streams 

damaging the 

community roads 

and stopping traffic 

flows. 

 Increased access to 

markets and income 

from production, 

 Soil disturbance 

and displacement 

during construction 

or rehabilitation. 

 Poor drainage 

alignment leading 

to erosion or 

inundation of 

farmland.  

 Inappropriate 

management and 

disposal of 

construction 

material off-cuts 

and debris.  

 Protect slopes and vegetation 

along road alignment. 

 Upgrade road designs to take 

climate extremes into 

consideration (e.g. severe 

rainfall), for drainage systems. 

 Ensure road design 

specifications and contract 

documents specify necessary 

preventative and remedial 

action to minimise long-term 

exposure of unstabilised soil 

during construction. 

 Provide technical support to the 

Ministry of Works to upgrade 

construction standards in light 

of climate change. 

 Backfill and conservation of 

gravel borrow pits after the 

works completion. 

  Incorporate agreed 

maintenance and operating 

processes into community and 

local government agreements 

for programme road and market 

activities. 

2. Farmland 

clearing and 

land 

preparation 

 Reduced soil erosion 

and improved water 

use efficiency.  

 Stabilisation of 

existing terraced 

lands.  

 Reduced clearing 

(opening) of wooded 

areas. 

 Soils erosion 

during 

implementation. 

 Decrease in 

vegetative cover, 

particularly close 

to perennial and 

seasonal water 

courses. 

 

 Avoid implementation in rainy 

season. 

 Limit tree cutting and maintain 

anti-erosion structures. 

 Promote conservation farming 

using low-till or no-till practices 

to retain crop residues on the 

surface to slow rainfall 

infiltration and over surface 

flows. 

 Encourage farmers not to 

cultivate natural drainage lines 

so vegetation is retained to slow 

water flows and prevent 

erosion. 
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Programme 
interventions 

Environmental impact Measures included to mitigate 
negative impacts in programme 

design 
Positive impact Negative impact 

 Encourage contour planting or 

use of deep planting holes (zai) 

to retain more water for plant 

production and reduce overland 

water flows after heavy rain or 

storms.  

 Production systems will be 

partly intensified allowing 

increased productivity and 

higher net incomes from the 

same areas being farmed, 

reducing the area of land that is 

cleared. 

3. Small-scale 

water 

harvesting 

pilots at 

household 

levels 

 Increased household 

resilience to climate 

change impact and 

variations. 

 Improved capacity in 

coping with drought 

and rainfall 

variability. 

 Improved food 

security and income 

when conserved 

water is used for 

home gardens. 

 Minor soil 

displacement for 

construction. 

 

 Conduct technical feasibility 

assessment prior to 

implementation. 

 

4. Crop 

cultivation, tree 

plantation 

 Increased coverage 

of vegetation by 

perennial crops and 

trees. 

 

 Potential 

unsustainable use 

of chemical 

fertilisers for crop 

production, while 

also polluting 

downstream water 

bodies. 

 Training of beneficiaries on 

environmental-friendly 

production practices. 

 Promotion of organic farming 

principles (where labour is 

available and upon request 

from farmer groups), integrated 

pest management (IPM), 

conservation agriculture, 

agroforestry. 

 Use of bio-fertilisers and 

pesticides. 
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Table 3. Climate and Environmental Institutional Capacity Building Benefits  

Activity and benefits Reason HH typology  

Training and empowering 

Environmental Committees  

ECs are the obvious hub of ‘climate-smart villages’ 

and are clearly in the position to promote climate 

resilient knowledge and practices 

HH1, HH2, HH3, 

HH4, HH5
80

 

Alternative energy To avoid unsustainable charcoal production, which is 

expected to increase 

HH1, HH2, HH3, 

HH4, HH5 

Community environmental 

awareness activities 

To enable the creation of a climate-smart community. 

The communities need to be more aware of 

environmental and climate change issues  

HH1, HH2, HH3, 

HH4, HH5 

Sustainable charcoal production Demand for charcoal is certain to increase HH1, HH2, HH3, 

HH4, HH5 

Sustainable climate resilient 

cropping systems 

To face the impacts of climate change. No training on 

CC has been carried out so far 

HH1, HH2, HH3, 

HH4, HH5 

Climate-smart agriculture and 

environmental management 

guidelines 

The current land use planning guidelines have a 

section on technologies, but this is basic and weak 

HH1, HH2, HH3, 

HH4, HH5 

Establishment of tree nurseries There are no tree nurseries in the BASIC area. The 

demand for trees is certain to rise enormously 

HH1, HH2, HH3, 

HH4, HH5 

Update of Land Use Plans and 

development plans 

They are outdated and don’t consider climate change 

nor have an ecological framework 

HH1, HH2, HH3, 

HH4, HH5 

Climate-smart agriculture and 

environmental management 

guidelines 

The current land use planning guidelines have a 

section on technologies, but this is basic and weak 

HH1, HH2, HH3, 

HH4, HH5 

Introducing and promoting 

appropriate mechanisation 

HH4 and 5: The area is lacking proper mechanization 

; HH1: risk of resources exploitation 

HH1, HH2, HH3, 

HH4, HH5 

Training of farmers and 

specialized committee members 

Farmers and committees member have not received 

any training as yet 

HH1, HH2, HH3, 

HH4, HH5 

Sustainable climate resilient 

livestock systems, e.g. zero-

grazing 

To protect livestock from extreme weather events 

and increase productivity 

HH2, HH3, HH4, 

HH5 

Rainwater harvesting To increase crop production HH2, HH3, HH5 

Riverine afforestation To avoid river bank erosion HH1, HH2, HH4 

Participatory forest management Natural forests need to be managed sustainably HH4, HH5 

Beekeeping To protect the forest and generate income HH4, HH5 

Woodlots Woodlots as potential livelihood supplement  HH4, HH5 

Dam afforestation Dam protection HH5 

Participatory dam/reservoir 

management 

Improvement of dams used for sustainable fishing 

and irrigation 

HH5 

Establishment and mentoring of 

farmer companies 

Currently there are commodity focused production 

groups in Bagamoyo district 

HH1, HH2, HH3, 

HH4, HH5 
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 HH1: Outgrowers hholds in outgrowers villages; HH2: Non-outgrowers hholds in outgrowers villages; HH3: Hholds 

living within 20 km radius in a non-outgrower village; HH4: Hholds living between 20 and 40 km radius with access to 

the river; HH5: Hholds living between 20 and 40 km radius with no access to the river. 
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Appendix 3: Lessons learned from IFAD and other relevant 
experiences 

Lessons from the Vegetable Oil Development Project in Uganda 

 

1. Maintaining good public relations is important. Large scale public-private sector 
partnership agricultural projects in Africa are not popular among the general public and journalists, 
and such projects across the continent are easily subject to accusations of land grabbing. Lesson 
learned: The project must ensure that all required legal procedures have been followed in land 
acquisition for the nucleus estate and establishing smallholder plots or blocks. For displaced people, 
the best strategy is to ensure that they can become part of project supported activities to improve their 
livelihoods, or to provide compensation in line with national regulations and international guidelines. 
Land should be fully free of people before physical development starts. A coordinated public relations 
strategy should be developed by each of the partners for different audiences focusing of the whole 
range of topics as implementation proceeds. All partners should give the same communication 
message on specific topics. Appropriate supporting communications materials in local and 
international languages should be developed.   
 

2. Fair pricing. Another accusation against the private sector is that of monopoly pricing and 
exploitation of poor African farmers, with the implication that the Government and donors tacitly 
endorse what is going on. Lesson learned: How prices are calculated and paid for by the private 
sector for the raw material should be transparent right from the start. Farmers should be trained early 
in local language on the price setting mechanism. Repeatedly trainings maybe required. Government 
and the private sector partner should have simple communications messages articulated and ready to 
be used when need arises.   
 

3. Forward planning and the cost of delay.  The private sector partner has spent 5-7 years 
planning the multi-million dollar investment and its field execution. The private sector partner will have 
pre-financed all activities and will have no earnings until the processing facility begins operation, and it 
expected to repay its loans. To fulfil its repayment obligations, the private sector partner will follow a 
rigorous implementation schedule to make sure that there is raw material available for processing 
which it mill is ready to start operations. Delay in starting up the outgrower scheme can mean that the 
volume of the supply of the raw material is 30-40% less than required to operate the processing 
facility efficiently. Lesson learned: Lengthily public procurements and slow uptake by farmers can 
delay the planting of outgrower areas. IFAD should ensure that there is timely follow-up by 
Government and there is close mentoring/training for farmers so they can each play their role in a 
timely manner.   
 

4. Implementation timing and procurement. If farmers see good progress on development of 
the nucleus estate, but development for their own lands is delayed, this can lead to negative attitudes. 
Lesson learned: Detailed work on the procurement processes should be undertaken early on in the 
design process with appropriate technical expertise. Single source procurement through the private 
sector partner of VODP has proved to be effective and efficient and has ensured that farmers have 
the agricultural inputs they need (seedlings from the nursery and fertilizers) in the quantity they need 
in a timely manner. About US$ 25 million under IFAD’s loan of US$ 52 million approved in December 
2010 was procurement through the private sector partner.   

5. Roles and responsibilities. There is often confusion about who is responsible for what, and 
this can cause a lot of hard feelings and misunderstandings at the field level, particularly before 
farmers start making money and continue to have a dependency mentality. Lesson learned: Roles 
and responsibilities should be a topic of communication messages to farmers, so they know what the 
private sector is responsible for, what the Government and the District Administration are responsible 
for, what the Coordination unit does. It is also necessary to clearly define the role of farmers own 
organization/association/company. There should be explicit training on what farmers can reasonably 
expect from the different partners, and what their responsibilities are.  
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6. Knowledge. Large public private partnership projects confront a range of technical 
implementation challenges for physical and agricultural development.  Governments and coordination 
units can spend significant time and resources on trying to find knowledge solutions, while this is the 
role of the private sector. Lesson learned: The private sector is well aware of all of the risks on the 
investment it is undertaking, and brings an amazing range and depth of technical knowledge, and has 
the incentive and the financial resources to resolve all manner of problems (construction, varietal 
selection, crop diseases, soil issues etc) quickly and in a cost effective manner. Both Government and 
IFAD should full rely upon the private sector partner for expertise to resolve practical and agricultural 
problems.  

7. Working in partnership. Government, farmers and private sector each have very different 
perspectives about what a project will be doing and how it will be done. There are often unrealistic 
expectations about the roles and responsibilities of each, and this can lead to disagreements and 
misunderstandings, which negatively impact of the execution of activities.  Lesson learned: Informal 
and immediate lines of communications between the three partners are essential to preventing 
disagreements from getting over blown. Farmers and the private sector operator will continue in 
partnership long after the Government and donor-financed activities are completed, so the most 
important channel of communication is between the farmer organization and the private sector. 
 

8. Start-up delay. In Uganda, 4 years have passed between the time of signature (2000) and the 
first bulldozer undertaking land preparation on the nucleus estate (Dec 2004).  Another 2 years has 
been needed to establish the farmer trust (2006) and activities started the flowing year (2007). VODP 
has actually experienced an implementation “start-up” delay of 7 years. Another 5 years have been 
required after the planting of the first smallholder palm tree before fresh fruit bunches were delivered 
to the factory. Lesson learned: IFAD needs to have the commitment “to stick with” the project, 
despite challenges and difficulties and delays. 
 

9. Cropping techniques for smallholders.  Smallholders are used to working individually on 
small plots and need to make the transition to becoming more specialised and begin working in 
groups.  Lesson learned: The idea that smallholders are going to use the same cropping techniques 
and achieve the same yields as the nucleus estate seems far-fetched. While in the beginning the 
application of the same techniques seem a burden and unfair to farmers, they have seen the money 
they can make, and are now willingly applying the same cropping and environmental measures.  
 

10. Government project support is temporary. The establishment of a project coordination unit 
can be seen by farmers as “always going to be there”. Lesson learned: There is a symbiotic 
relationship between the private company and the outgrowers, and government implementation units 
should aim to build a direct relationship between farmers and the company as quickly as possible in 
preparation for the eventual close of the “project”.  

11. Government revenue. The amount of taxes paid annually by the private sector on its 
processing facility in Jinja, despite tax exemption provided for the development of the nucleus estate 
in Kalangala, is equivalent to the IFAD loan disbursed over 9 years.  The private sector partner is now 
one of the top 10 taxpayers in Uganda.  

12. Farmer knowledge. Farmers lack financial literacy skills and have weak understanding of what 
it means to take a loan. Lesson learned: Farmers need comprehensive and detailed training, 
conducted in local languages, about commodity prices, markets, loan terms and their responsibility for 
loan repayments.   
 

13. Dependency mentality. Even when farmers are making good money, they may expect 
Government to continue to finance some of their costs. Lesson learned: It is important that farmers 
understand what expenses may be subsidized by Government during an initial start-up period, and 
when they will be expected to begin to pay for these costs. With regard to infrastructure which is 
usually financed by Government, such as roads leading to the nucleus, there should be clarity about 
local government responsibility for maintenance and the fact that farmers will pay local taxes for this 
purpose.   
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14. Need for local government services. As development proceeds, workers on the nucleus 
estate and outgrowers, as well as the people providing goods and services to them, will need 
Government services.  The District administration will be called upon to provide a range of services, 
including land occupancy certificates, improve medical, educational, and policing services, as well as 
transport infrastructure. Lesson learned: Discussions should be held early with the central 
Government and the district administration to ensure that funds and staff are allocated to support the 
improvement of local services. There is also a need to ensure an expansion of local government 
services (health centers, schools for example) to respond to the needs of an increasing local 
population and to prevent increases in transmittal diseases such as HIV/AIDS. 
 

15. Ensuring inclusion for women and resettled persons. People who had very small plots or 
did not own land were initially not considered for oil palm development. Lesson learned: Special 
efforts are required to contact women farmers within their families and women-headed households in 
order to ensure that they know about how to participate in the project.   
 

16. Inheritance. When farmers died, traditional inheritance customs may not be suited to 
maintaining the integrity of their block investment. Lesson learned: The project should put in place an 
inheritance procedure so that farmer deaths do not become an impediment for on-farm development 
or loan repayment.  
 

17. How to manage the money. When farmers start making money, they may not use a bank, or 
turn to increased alcohol consumption or multiple marriages. Lesson learned: Future money 
management skills and appropriate social behavior need to be part of sensitisation work right from the 
start.  
 

Lessons from the Usuthu Smallholder Irrigation Project in Swaziland  

 

18. There needs to be a responsive and reflective institution set up to guide on-farm development. 
The Swaziland Water and Agricultural Development Enterprise (SWADE) is a government company 
established by the Government of Swaziland in 1999 to facilitate the planning and implementation of 
the Komati Downstream development Project (KDDP) and Lower Usuthu Smallholder Irrigation 
Project (LUSIP), and any other large water and agricultural development project that Government may 
assign. The establishment of SWADE was key to the success in Swaziland. SWADE was established 
as a learning organization, was well staffed with development professionals and was well resourced.  
 

19. Wealth creation, livelihood improvement and empowered communities are the essential 
ingredients to long term sustainability. The sugar mill wanted to develop a long term business 
relationship with growers based on mutual benefit. This can be done when profit orientated farming 
companies engage with the mill following a commercial imperative. The program should also ensure 
the livelihood improvement of the communities through such activities as linking the supply of basic 
services such as potable water and electricity. 
 

20. Ownership and involvement in the development of their own companies by communities is 
essential. Planning should be decentralised and target the smallest homogenous group in the 
community. The strategy used in Swaziland was to train the target farmers to develop their own 
business plan for their own farm based on their own vision and desired outcome. This business plan 
along with the governance and operations plan became the guiding document for the development 
and running of the farm and ensured that those that were tasked with running the farms clearly 
understood their roles and responsibilities and could monitor their progress based on this plan. 
 

21. Scale is important. Getting communities to work together and to pool their resources is the only 
way to ensure long term financial sustainability on the investments required for irrigation and 
mechanisation.  
 

22. Training is an on-going process. SWADE developed a training plan which focused on three key 
areas of change, Attitude, Competence and Application (ACA). Initially it was thought that the training 
process would be linear, get the right attitude to manage the change, train the skills required and then 
mentor/support the implementation (Application) However it was soon realized that this needed to be 
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more iterative because the complexities of building a farm and running a business increase all the 
time and the farm and its owners go through different stages of learning and have different needs in 
each stage. There is therefore the need to constantly re-visit training in the softer skills, leadership, 
change management, group dynamics, conflict resolution to enable the farmers to appreciate the 
need for the more complex business and operational skills.  
 

23. Government involvement is key. Setting up a semi-autonomous organization such as SWADE 
must be linked and coordinated with local, national and traditional governance organs and bodies.  
 

24. Linking bulk infrastructure with on-farm development is challenging. Any bulk infrastructure 
component-water storage, conveyance and mill building/expansion is normally designed and driven 
by the best engineering solution, cost considerations and timeframes dictated from sources external 
from the community. Having a linkage between the farm development facilitators and the 
infrastructure developers’ helps to co-ordinate activities. This was achieved at LUSIP by having a 
PMU co-ordinate all activities. Illovo however did not sit on this PMU and the mill expansion and farm 
development were misaligned as a result. 
 

25. Food security should go hand-in-hand with commercial sugar production. The change to a cash 
crop such as sugar will impact on the food security in the area. It is therefore imperative that the 
project develops a food security policy and assists the community implement certain food security 
initiatives as the land use change takes place. 
 

26. The social mobilization process is a slow process. Communities tend to resist the notion of 
working together in the first instance. This is often based on poor experiences in the past and 
reluctance to give up their main survival tool being the ability to produce small amounts of food for 
oneself on one’s own piece of land. Understanding the change that communities need to go through 
and putting in a systematic change management process in order to overcome resistance to change 
definitely helps to speed the process up. 
 

27. External risks need to be minimized and farming companies need some support to ensure 
immediate benefits to the members. New farming companies are generally quite highly leveraged 
making them vulnerable to external shocks. The two biggest risks are not achieving expected yields 
and price fluctuations. Yields can be managed through training and mentoring to meet expectations. 
Price fluctuations are more difficult, and can lead to increased social conflict within the companies. 
The negotiation of a transparent price-setting mechanism with Eco-Energy, using the industry best 
practise of a fair Division of Proceeds (DOP) is the best defense against this. In the medium term, 
there is also the existing protection within Tanzania against low-priced sugar imports.  
 

28. Communities take ownership of their environment only when they see value in it. Each of the 
farming companies has developed their own environmental management plan and health and safety 
plan. In these early days before the communities could see value in their land these were “dead” 
documents. As the project progressed, these documents have come to “life” and there has been a 
significant improvement in the environmental and social conditions on the farms. There has also been 
an understanding of the relative economic value of different land use options which has resulted in a 
more harmonious relationship between the sugar companies and the livestock owners. 
 

29. Robust procurement policies and procedures need to be put in place to ensure the pace on-
farm civil works, irrigation and farm equipment. Crop establishment and input procurement. Initially 
farm companies are very inexpensive in how procurement is done, and they need a lot of design and 
technical backstopping, as well as administrative support, to ensure timely decision making and 
execution to keep costs within budget.   
 

30. The project must have "options" to accept when communities do not want to participate. If 
communities are not able to resolve their internal issues (i.e. tenure issues) and do not want to 
participate, the project must be able to “walk away”, because it cannot find a solution to the 
community’s internal problems, this can only be done by the community itself. 
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A Key Lesson from observation of small-holder irrigation projects throughout Africa.  

 

31. Many smallholder irrigation projects supported by the public sector in Africa have failed. This is 
evidenced by the large number of schemes requesting “rehabilitation”, as well as an even larger 
number that become moribund and derelict, or else survive only at very low levels of productivity. The 
common factors causing these failures are that required maintenance, replacement of equipment and 
essential management functions are not done adequately or at all. The underlying cause of this failure 
is that farmers make insufficient payments for these essential functions. Typically, farmers are not 
informed of the real costs of sustainable use of irrigation schemes. In particular, they are rarely 
advised of the amounts required for depreciation payments for eventual replacement of capital items. 
Thus, when replacements are required, or when heavy maintenance is needed, there are no funds 
readily available to meet the costs, and the scheme fails. Lesson Learned: Prospective farmers in 
irrigation schemes need to be advised of the real costs of sustainable operation prior to committing to 
their participation. Once they have committed to participation, they need thorough training and 
mentoring to ensure they have a complete understanding of the need for full cost recovery. Moreover, 
scheme participants need to be encouraged and enabled to establish a fund to cover the eventual 
costs  of maintenance and capital replacement. 
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Recommendations for IOE evaluation of 21 projects with Water User Associations 
 

To ensure the effectiveness of Water users association (WUAs), they must be:   

 Organised on the basis of the hydraulic unit rather than the village structure 

 Organised on the basis of any existing formal or informal WUAs  

 Established in time for participation in on-site system planning  

 Provided with training and ongoing advice or support, as needed 

 WUA federations are established if indicated 
 

The legal framework for establishing WUAs needs to include: 

 An enabling law 

 By-laws 

 A legal basis for transfer of irrigation system ownership to WUAs 
 

Ensuring responsiveness to social issues ensures good performance and equity: 

 The target group of potential WUA members should be clearly identified and re-checked 

 Information on land tenure should be collected and analysed during project design. 

 Where allocation of new land is involved, participatory decision making at community level and 
subsequent monitoring of land allocation is needed 

 Project design and implementation need to address the question of equity in WUA membership 

 Social diversity and social conflict in the area requires special strategies 

 Implementation stage monitoring of water use will help to prevent abuses and inequity 

 Women farmers’ access to membership and leadership needs to be assessed at various stages 
of design and implementation through appropriate gender strategies 

 

For WUAs to ensure operation and maintenance of their irrigations systems: 

 The irrigation system technology and O&M complexity should match WUA capabilities 

 Membership should be fairly cohesive and includes all irrigators on the hydraulic unit  

 Management is competent, transparent and participatory 

 Roles and responsibilities are clearly defined and leaders are democratically elected 

 There are appropriate skills, funds and access to spare parts for maintenance 
 

To promote WUA financial sustainability: 

 Water charges have to be realistic in terms of O&M costs and farmer ability and willingness to pay  

 Collection of water charges and any other fees needs to be efficient and transparent 
 

The technical, productivity and financial impact of WUAs is ensured when: 

 WUAs are appropriately established, trained and operate efficiently and equitably  

 WUAs are given opportunity to participate in planning of the tertiary system 

 WUA members have access to other needed production inputs & infrastructure 

 There is irrigation agency or other government (e.g. MOA) or NGO support for WUAs 

 The external policy environment is supportive of WUA operation 
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Appendix 4: Detailed programme description 

This Appendix provides the detailed description of: Component 1 (Sugarcane outgrower 

development), and Component 2 (Climate resilient community development), and includes 

the following attachments: 

 

Attachment 1. Bulk infrastructure operation and maintenance 

Attachment 2. Options for outgrower irrigation 

Attachment 3. Timetable for bulk infrastructure and outgrower implementation 

Attachment 4. Options for the legal establishment of production groups 

Attachment 5. Outgrower capacity building activities and milestones 

Attachment 6. Weekly capacity building for one outgrower company 

Attachment 7. MAFC priorities for climate-smart agriculture 

Attachment 8. Principles for the Cane Supply Agreement 

 

COMPONENT 1. SUGARCANE OUTGROWER DEVELOPMENT 

 

1. Component objective. Establishment of about 24 profitable outgrower companies in 

five villages producing irrigated sugarcane and other crops on about 3,000 ha in line with 

environmental standards and norms for company sustainability. 

 

2. The whole investment has been designed to make sugar growing resilient to the 

variations in rainfall which characterize the programme area. Water supply will be ensured 

through the construction of sufficient storage to ensure water availability during the driest 

months of the driest years. Dykes for flood protection, and bulk and on-farm investments in 

drainage to prevent water logging during very wet years. All pumps, both for bulk 

infrastructure and for outgrower companies, will be powered by electricity. The private sector 

will be introducing global best practices in sugarcane growing and processing for the first time 

in Tanzania, and aims to meet BONSUCRO social and cropping standards
81

. These include 

green harvesting of sugar cane to reduce greenhouse gas emissions, with minimum tillage 

and mulched leaf litter protecting the soil and reducing erosion, while reducing water 

requirements and the need for herbicides and fertilizers. The land which is to be developed 

for sugarcane production is largely unutilised, so participating households will be able to 

continue with food production from their current lands during irrigation development. 

Moreover, the sugarcane will be produced by mostly mechanised means, leaving family 

labour available for traditional activities. If family members are employed in sugarcane 

production, they would receive payment for their labour as it is provided.  

 

4. Construction approach. The design and construction of bulk infrastructure and on-

farm development will be in line with the national Guidelines on Participatory Irrigation 

Development
82

, so that future company shareholders work with the Bagamoyo District 

Administration (BDA), MAFC, and contractors. Their involvement will ensure that the design 

corresponds to their social cultural requirements, and includes local knowledge and 

experience. Their involvement right from the start will enable understanding of the future 

maintenance requirements and regulations for protection of infrastructure. 

 

                                                      
81

 http://www.bonsucro.com 

82
 Guidelines for Participatory improvement to farmer initiated and managed smallholder irrigation schemes, 

Irrigation and Technical Services Division, Ministry of Agriculture and Food Security, July 2003.  
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Sub-component 1.1 Bulk infrastructure development (AfDB financing)
83

 

 

5. Sub-component objective. Provision of efficient bulk infrastructure for supplying 

irrigation water and electricity to the five outgrower villages, thereby climate-proofing the 

investments of the outgrower companies. Bulk infrastructure will be constructed in line with 

the recommendations of the Environmental and Social Management Plan (ESMP)
84

, including 

a ‘no-burn’ policy for land clearing, measures to reduce dust emissions during construction, 

control of the social impact of the workmen’s and contractors’ camps, and the disposal of 

solid waste. The AfDB loan period is five years. 

 

6. Bulk irrigation infrastructure. The following will be developed:  

 

 Bulk water supply. The outgrower company farms on average will be about 2 km 
from the Wami River. Pumps and pipes will be required to convey the water to the 
edge of these farms. This infrastructure will consist of five pumping stations in the 
Wami River and 41 km of conveyance pipes to the outgrower areas. A small office 
equipped with appropriate monitoring and surveillance equipment for operation of the 
infrastructure is also included.  
 

 Drainage. The bulk drainage network is needed to ensure the evacuation of water in 
heavy rainfall periods. It will follow the natural contour and existing natural drains 
which will be cleaned to ensure uninterrupted flows. The open drainage canal 
network of 41 km will have a depth of 1.5 m, and bottom width of 2 m.  
 

7. Resilient water management investment. The Wami River will be the source of the 

irrigation water for the outgrower farms. Water availability in the Wami is sufficient during 

normal years and wet years, but not during the driest months of the driest years. This means 

that during these months all the water needed for irrigation will have to come from off-river 

storage. The areas located in or near the flood plain are flooded almost every year, and are 

heavily flooded during peak rainfall events. To protect from peak floods and provide water 

during dry periods, the following works will be established: 

 

 Off-river water storage. Off-river water storage with sufficient capacity to enable 
optimum irrigation will be developed to provide water for irrigation for outgrowers 
during driest months of dry years. Stored water will be used during the three driest 
months of the year (October, November and March). Outgrowers will ensure that their 
farm water consumption during these periods is optimised with no wastage. The 
options for the storage are a dam replenished both from rainfall and pumping, or use 
of two or more ox-bow lakes, with appropriate works strengthening and 
environmental sensitivity. Any work on the ox-bow lakes must be agreed with NEMC. 
If a dam is chosen, the catchment area will be planted with trees and silt protection 
measures will be incorporated for the dam.  
 

 Flood protection. A total of 23 km of dykes will be built on the south and the north 
banks of the Wami River to protect outgrower farms and villages. The flood protection 
dyke on the south bank will link up with the dyke which protects the nucleus estate on 
both sides; the north bank dyke will stand alone.  

 

8. Supporting infrastructure: The following supporting infrastructure will be developed: 

 

                                                      
83

 This component has been developed based on the design documents prepared by EcoEnergy: Bagamoyo 

EcoEnergy Outrowers Conceptual Irrigation Design, Agricane, May 2012, Integrated Water Resources 

Management Plan January 2012, and Community and Outgrower development programme, EcoEnergy, 

September 2012, updated as needed by IFAD and the AfDB during detailed discussions with EcoEnergy.  

84
 See Appendix 13. Environment and Social Management Plan, prepared by AfDB in April 2014. 
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 Power lines. Electricity for the outgrower pumping stations along the Wami River will 
be supplied by the national power company TANESCO. The programme will finance 
the high voltage lines from the factory to the grid (39 km), the high voltage lines from 
the mill to the outgrower pump stations (47 km), and high voltage lines from the 
pumps stations to the boundaries of the outgrower farmers (19 km). It will also 
provide high voltage transformers for the five pump stations and 13 low voltage 
transformers, one for every two outgrower farms. The power lines will connect the 
two outgrower villages that are not currently connected to the electricity grid. Fibre 
optic cabling will be laid along with the power lines.  
 

 Haulage roads. There are no suitable roads linking the outgrower villages to the mill, 
so 33 km of 8 m wide main all-weather murrumed haulage roads will be developed.  

 

 Bridge over the Wami River at Matipwili. Haulage costs of sugarcane are 
substantial, and need to be minimized. Cane from the north bank of the Wami must 
cross the river to reach the EcoEnergy mill. There is no suitably close bridge, but 
there is a railway bridge over the Wami between Mwatipwili and the nucleus estate. 
This will be converted to a dual carriage bridge suitable for trains, sugar haulage 
tractors with trailers and for trucks.  

 

 Offices. An administration office for the entity operating the bulk infrastructure will be 
constructed, together with a closed and fenced storage area for maintenance 
equipment. Offices and a training room will be built for the capacity building activities.  
 

9. Bulk infrastructure will be constructed by contractors. GOT has agreed to delegate the 

procurement of the design services, equipment purchase, and construction of bulk 

infrastructure to EcoEnergy. This will ensure construction standards equal to those of the 

nucleus estate (for the dyke and haulages roads) as well as compatibility with the irrigation 

equipment, and facilitate shared spares stockholding, as well as standard operation and 

maintenance for pumps and other equipment
85

. 

 

10 Role of MAFC in technical design and construction. The preliminary design 

prepared by EcoEnergy has being reviewed by engineers of MACF, resulting in a number of 

proposed changes. GOT will second two engineers (either national or district level staff) to 

work with EcoEnergy at the field office level during the detailed design and construction 

process. The Zonal office, which has final responsibility to approve the design will receive 

support from an experienced engineer.   

 

11.  Additional water storage and bulk infrastructure operation and maintenance 

(IFAD initial financing, then farm companies). To ensure sufficient water is available for full 

irrigation in the driest years, IFAD will finance construction of additional off-river storage to 

bring the total amount stored for the outgrowers to about 6 million m
3
. This will complement 

the off-river storage being constructed with AfDB support, and will be designed in conjunction 

and to be compatible with those storages.  

 

12.  An entity will be formed for the administration, operation and maintenance of the bulk 

infrastructure. Its administrative responsibilities will include the collection of water orders from 

the outgrower companies, payments to WRRBO for the water used and to TANESCO for 

electricity for pumping, the collection of water and administrative fees from farm companies, 

and the safekeeping and operation of a capital savings account for depreciation. The entity’s 

operational responsibilities will include: the timely delivery of water to the farm boundary of 

outgrower companies; ensuring replenishment of water storages during wet periods and 

managing the release of water from the water storage facility during dry periods; and control 

                                                      
85

 See Appendix 8. Procurement management for a discussion of how the procurement process will work.   
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of water meters at the farm companies. Its maintenance responsibilities will include 

maintaining the water storage facility; monitoring and maintaining afforestation of the 

catchment area; and maintenance of the dykes, haulage roads, drainage canals and pump 

stations. The entity will be staffed with a qualified manager-technician, an accountant and 

field staff. Its equipment will include: a vehicle, a minibus and motorbikes; office computers 

and other office equipment, internet, computer hardware and software for the monitoring of 

water usage by farm companies and their billing; and an accounting package for monitoring 

expenditures and billing farm companies; as well as the equipment required for the 

maintenance of the bulk infrastructure.  

 

12.  The development of policies of the management of water, as well as specific policies 

which should be followed by outgrower companies (particularly to ensure equitable water 

distribution during dry months), will be part of the capacity building activities supported by the 

programme. The entity may be delegated to hold the water rights for the entire outgrower 

programme. The entity will be established towards the end of PY1 with core staff, and office 

and transport facilities. Initially, its main roles and responsibilities will be in participating in the 

design and construction activities. IFAD will finance its establishment, and will fund its 

operation cost until farm companies are up and running and are able to internalize their share 

of the costs. 

 

13.  Cost recovery and sustainability. Farmers will pay an operation and maintenance 

fee for bulk infrastructure, which will cover the full cost of the provision of water up to the 

company boundaries and the cost of electricity from TANESCO for the five pumps, as well as 

the cost of all infrastructure maintenance and for equipment. The fee collected from 

outgrower companies will include an amount for depreciation, which will be deposited into a 

capital recovery account to ensure that funds are available for equipment replacement
86

.  

 

14. Until farm companies are up and running, IFAD will finance the cost of the bulk 

infrastructure maintenance entity. By PY5, when the first companies start operations and to 

introduce the concept of full cost recovery, they will pay a pro-rata fee which estimated to be 

equivalent to the fee they will pay once all companies are operational. EcoEnergy, with 

support and advice from district staff will train the staff of the entity operating the bulk 

infrastructure. Once outgrower companies are established, their representatives will sit 

together on a supervisory board to monitor the entity operating the bulk infrastructure. When 

half of the 24 companies become operational, or no later than PY7, representatives of 

outgrower companies will be engaged to determine how the entity should be operated in the 

long term.  

 

Sub-component 1.2. On-farm development (IFAD financing and commercial loans from 

banks) 

  

15.  Sub-component objective. The aim of this sub-component is to develop technically and 

financially efficient irrigation facilities for outgrower companies, empower them to use the 

facilities efficiently and to profitably produce sugar cane in line with BONSUCRO 

environmental and social standards. The investment will make the outgrower farms resilient 

to the current and future climate challenges, while the adoption of modern cropping 

technology and green harvesting will ensure sustainability. The estimated total irrigated area 

in each village is: 1150 ha in Mwatipwili; 500 ha in Kiwangwa/Mwavi/Bago and 850 ha in 

Gama, for a total of 2500 ha. Another 800 ha in Mkoko, about 10 km from the nucleus estate, 

is under consideration should some farmers in the current five villages decide not to 

participate. Companies will be trained in financial reporting, and the collection of weather data 

                                                      
86

 See Attachment 1. Bulk infrastructure operation and maintenance.  
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and water monitoring to ensure the rational and economic application of water, fertilizer and 

agricultural chemicals, and the safe use and disposal of agrichemicals and pesticides. 

 

16. Physical objectives. The shareholder composition of outgrower companies will be self-

selected, in line with the socio-cultural affinities of the participating communities. While there 

will not be a mandated minimum company area, farms smaller than 125 ha will face 

challenges to purchase and efficiently use the required complement of machinery, and will 

therefore face difficulty achieving financial viability
87

. If some smaller farms are preferred due, 

consideration will be given to them being established using a model with some element of 

hired services provision by community contractors. Building upon the pilot experience already 

gained in working directly with the concerned communities, company formation is expected to 

take 24-36 months, while farm construction will take 9-12 months. Cane will be ready to be 

harvested 12 months after planting. Intensive capacity building and mentoring will be needed 

for each company for about 5-6 years. Mobilization will proceed in all five villages 

simultaneously so that no village feels left behind. The pace of company formation and 

mentoring will be flexible and will depend upon the readiness of the communities to become 

legal entities. Programme planning is based on construction starting for 3 companies in PY 3, 

6 companies in PY 4, 8 in PY 5, and 7 in PY 6, reaching a total of about 24 companies at full 

development. The area developed in each respective year would be about 375 ha, 750 ha, 

1000 ha, and 875 ha, for a total of about 3000 ha.  

 

17.  Company formation and development. It is estimated that there will be about 50 to 

70 participating households per company, and the company land area will be operated as one 

unit. To avoid elite capture, no one individual will be allowed to provide more that 5% of the 

shares, and each shareholder will have an equal vote for operation of the company. Company 

rules would prevent sales of shares for at least five years after issue, and then only to 

purchasers approved by the Village Council. Earnings will be paid out based on the size of 

the shareholding in the company. The final size of each company will be determined by the 

farmers themselves (based on technical and financial analysis), as will be the specific areas 

to be cultivated, the crops to be planted, the investment and financing required and the 

estimated returns. The companies will be responsible for the development of their farm, 

overseeing the investments in land preparation, obtaining loans from commercial banks for 

irrigation development and farm equipment, and sugar cane crop establishment. Close 

technical backstopping and capacity building will be provided to companies for the design of 

their farms and making their investment choices for equipment. The development of on-farm 

investments will be closely linked to the development of the bulk infrastructure. On-farm 

company investments will total about US$8,400/ha, which compares favourably with the 

industry average of US$ 10,000/ha in the region. Investments will cover: 

 

 Civil works for land preparation, including land clearing, stump removal, construction 
of on-farm drain networks and farm roads, and bringing power from the farm 
boundary to where it is required. All civil works will be in line with the 
recommendations of the ESIA for the outgrower programme, including ‘no burn’ for 
land clearing, measures to contain dust emissions and water management. Farm 
layout will be determined by leaving a protective border of 60 m from the river, and 
riverine afforestation for hotspots will be carried out. IFAD will finance on-farm civil 
works on behalf of the outgrower companies (US$ 2000/ha). This amount will be 
reflected on each company’s balance sheet as their initial equity. This equity will 
assist in obtaining financing from commercial banks. 
 

 Irrigation development for the installation of irrigation equipment, farm-specific 
water storage and pumping stations, a farm office, agrichemical storage area, shed(s) 
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 See Appendix 10. Financial and economic analysis for a comparison of the costs of smaller and large 

companies and their financial viability.  
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and fencing. It is expected that centre pivot irrigation will be selected to cover most of 
the areas, while the modified drag line (MDL) may be used for smaller areas (as is 
the case for the nucleus estate).

88
 Furrow irrigation has been excluded due to 

unsuitable terrain and low water use efficiency, while drip irrigation is not suitable due 
to the sediment carried in river water and the complexity of the filtration systems. 
Each company will have a TANESCO  electricity meter and a water meter linked to 
the bulk infrastructure to determine water charges. Piped water will be provided to the 
villages, and individual households may pay for their connection (US$ 3000/ha). 

  

 Farm equipment for each farm including tractors, mechanical cane harvester (for 
green harvesting), tip trailer, required accessories for no till cropping, and other 
miscellaneous equipment. The company office will be equipped with an internet-
enabled computer for shareholders earnings calculations and payments, with 
accounting packages for recording expenditures and payments received. Companies 
will finance the purchase of the equipment through long term loans from commercial 
banks, coupled with IFAD climate-smart grant financing and their own contribution 
(US$ 1500/ha). 

 

 Crop establishment for ridging, purchase of seed cane, herbicides, fertilizer and 
planting operations. Farmers will obtain three-year commercial credit from a 
commercial bank operating in Bagamoyo, using their existing lending product for 
sugarcane (US$ 1900/ha). 

 

18.   Financing strategy. There are three types of investment costs for outgrower on-farm 

development: (a) civil works, (b) medium term credit (7-8 years) for irrigation and on-farm 

equipment, and (c) 3 year credit for sugar cane crop establishment. Farm companies will 

prepare detailed business plans, so farmers will clearly know their investment and fixed and 

variable operating costs. IFAD will be financing on-farm civil works on behalf of the outgrower 

companies.  

 

19.  Loans from the commercial banking system will finance the investment in irrigation and 

on-farm equipment. The equipment loans will be 70% financed by the banks on commercial 

terms, with a 10% cash contribution by companies, and with a climate-smart grant 

contribution of 20% from the IFAD loan. The 3-year crop establishment credit will be fully 

financed using the existing lending products from commercial banks. The cane supply 

agreements signed with EcoEnergy will be the collateral provided to the commercial banks by 

the outgrower companies, and the banks will retain ownership of the equipment financed until 

it is fully paid off. The contribution of farm companies to on-farm development after their loans 

have been fully repaid will thus be about 80% of the total investment cost
89

.   

 

20 Implementation timing. The execution of on-farm development by the outgrower 

companies will be coordinated with the development of the bulk infrastructure and the rainy 

seasons. An implementation flow chart is presented below to show the key milestones and 

dates to illustrate the expected sequence of BASIC activities and investments. Company 

establishment will commence at the start of the programme. The contracting for civil works for 

company on-farm development will be phased to coincide with the completion of bulk 

infrastructure development and the water linkages to individual farm companies. Companies 

will be encouraged to start civil works at the beginning of the dry season in March, with all 

works and irrigation development completed by October-November, so that cane planting can 

start late November to receive the December rains
90

.  
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 See Attachment 2. Options for Outgrower Irrigation.  
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 See Appendix 14 for full description of bank financing strategy.  
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 See Attachment 3. Bulk infrastructure and outgrower implementation plan. 
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21  Company management and operation. Each company will have a board, with a 

chairman and six members. Each company will recruit a farm manager, clerical staff and 

skilled staff for tractor driving and pump operation. These staff will be responsible for the 

operation of the farm. These salaries will be included in company overhead costs. 

Shareholders will be able to work on their farms under the agreed upon company framework 

governing employment conditions. It is estimated that the labour requirement is equivalent to 

about 37 jobs for each company, excluding harvesting labour.  

 

22 Company accounting and reporting. Sound financial management of the outgrower 

companies right from their establishment is a critical factor for the successful development of 

these businesses. Programme capacity building will build the required financial literacy. 

Companies will be expected to prepare monthly balance sheets showing their loan liabilities, 

their operating costs and payments from EcoEnergy. Each company will provide a six month 

and annual report on their physical and financial status to their shareholders and to the 

PCMU. Companies will also participate in the overall monitoring activities of the programme. 

 

Integrated approach to capacity building 

 

23 The programme will empower participating communities who are now subsistence 

farmers working individually to become members of sugar cane outgrower companies. They 

will participate in the supervision of farm construction, and then manage them on a fully 

commercial basis, while ensuring that their investments are climate resilient and their 

production is climate smart. Initial capacity building work was started in 2011 by EcoEnergy, 

and will be continued with programme support.  

 

24 Capacity building will involve a range of participants, including one long-term service 

provider delivering an integrated package of training, the relevant technical departments of 

the Bagamoyo district administration, and farmers training other farmers. As the programme 

progresses over time, the role and responsibilities of these actors will also evolve. Throughout 

Actions and responsibilities

EcoEnergy mill and estate development (EcoEnergy and GOT)
Financial close

Nucleus estate irrigation and plantation development

Mill construction 

First delivery estate cane

First delivery outgrower cane

Outgrower development (MAFC, BDA,  AfDB, IFAD and villages, technical support of EcoEnergy)
Land use and ownership mapping and land use planning (BDA and villages, GOT)

Milestone - Establsihment outgrower  village land registeries (1 per year, villages with support from BDA )

Bulk Inrastructure design and tendering (MAFC, AfDB with technical support from EcoEnergy)

Bulk instratructure constructed  (MAFC-PCMU, AfDB with technical support from EcoEnergy)

Three 125 ha farms developed (375 ha) (MAFC-PCMU, IFAD, and companies)

   Group formation - milestones: companies registered, water permit and CCRO obtained

   Farm design and tendering - milestones: business plans planned and bank financing signed

   Land clearing and farm construction - milestones: on-farm irrigation functioing and crop loan signed 

   Planting and farm operation - milestone: ha cane planted

   Harvesting; milestone - tonnes of cane delivered and sucrose content

Six 124 ha farms developed (750 ha annual total)

   Group formation - milestones: companies registered, water permit and CCRO obtained

   Farm design and tendering - milestones: business plans planned and bank financing signed

   Land clearing and farm construction - milestones: on-farm irrigation functioing and crop loan signed 

   Planting and farm operation - milestone: ha cane planted

   Harvesting; milestone - tonnes of cane delivered and sucrose content

Eight 125 ha farms developed (1000 ha annual total)

   Group formation - milestones: companies registered, water permit and CCRO obtained

   Farm design and tendering - milestones: business plans planned and bank financing signed

   Land clearing and farm construction - milestones: on-farm irrigation functioing and crop loan signed 

   Planting and farm operation - milestone: ha cane planted

   Harvesting; milestone - tonnes of cane delivered and sucrose content

Seven 125 ha farms developed (875 ha annual total )

   Group formation - milestones: companies registered, water permit and CCRO obtained

   Farm design and tendering - milestones: business plans planned and bank financing signed

   Land clearing and farm construction - milestones: on-farm irrigation functioing and crop loan signed 

   Planting and farm operation - milestone: ha cane planted

   Harvesting; milestone - tonnes of cane delivered and sucrose content

Village agricultural production (responsibility: villages and outgrower companies)
Near-by village lands (4-10 km from Wami) subsistance food production

Near-by village lands  (4-10 km from Wami) partially transformed to climate smart food production

Village river lands (0.5-2.0 km from Wami) harvesting of irrigated cane

Source: Appendix 4. Attachments 4, 5 and 6

PY-6 PY-7 PY-8 PY-9PY-0 PY-1 PY-2 PY-3 PY-4 PY-5
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the capacity-building processes, as well as for the investment and operation of outgrower 

farms, the principles of Free, Prior and Informed Consent (FPIC) will be adopted.   

 

25  For outgrower development, a long-term service provider will be recruited to continue 

the capacity-building process already commenced. Activities will be delivered in Kiswahili and 

local languages. There will be three village level teams, each composed of four national 

professionals (each with at least one woman), with specializations in sociology, business, 

agriculture and irrigation. A four-person senior national team (with at least one woman), with 

expertise in the same areas, will support the three village teams. The Tanzanian teams will 

benefit from technical backstopping from international/regional experts with experience in 

sugar cane cropping, outgrower development, water management, environmental 

conservation and management and safety procedures, as well as other areas of expertise as 

required. The capacity building team will be responsible for preparing appropriate training and 

communications materials, testing them, interacting with the villages, forming groups, 

mobilizing the companies, training them in the topics which have been described above, and 

assisting them in initiating the procedures to get companies legally recognized.  

 

26. The capacity building team for outgrowers will be located in the same office as the 

entity for bulk infrastructure operation and maintenance. The capacity building team will be 

equipped with transport, office equipment and supplies, GIS equipment and operating 

expenses. During the first four years when the first outgrower companies are being 

established, the service provider will be responsible for initiating the capacity building 

programme, preparing appropriate training materials and mobilizing the companies. This will 

be done under the overall supervision of the PCMU, with the participation relevant District 

staff. The impact and performance of the service provider will be monitored on the basis of 

achievement of key milestones
91

, and shared with the Bagamoyo council management team 

(CMT).  

 

27.  During the initial years the relevant district staff will be progressively more involved. 

Their institutional capacity will be developed through on the job training, as well as through 

provision of specialized training and equipment, supported by allowances for incremental 

operating expenses. From year four the district staff will be able to undertake an important 

share of capacity building activities, with the service provider providing overall mentoring and 

support. By this time the first outgrower companies will have been established and have had 

some operational experience. From this point onwards, representatives of these companies 

will become involved as trainers in farmer to farmer training programmes, training and 

supporting newly established outgrower companies, as well as those established in the wider 

community. As a result of the more active engagement of both district staff and farmers in the 

capacity building activities, it is expected that the role of the service providers evolves over 

time from active preparation and implementation of the capacity building activities to providing 

mentoring and back-up support, and M&E.  

 

28.  The planning process to establish outgrower farm companies has the following steps: 

 Village land use planning  

 Formation groups for production activities 

 Preparation of company farm development and operation plans  

 Preparation of business plans 

 Company/group registration 

 Making cane purchase and cane supply agreements 

 Inviting tenders for on-farm development and irrigation and farm equipment  

 Farm construction, irrigation development and equipment purchase 

 Crop establishment and farm operation 
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 See Attachment 5. Outgrower capacity building activities and milestones. 
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29. Some of these steps and activities will be implemented in parallel, others in sequence. 

For the villages to be able to go through these steps, the programme will provide capacity 

building and mentoring. This facilitation will support the formation of groups and their 

establishment as companies, technical backstopping for on-farm investment, and training and 

mentoring for accessing bank financing for irrigation development and equipment purchase, 

crop establishment, farm management and financial reporting.  

 

30. Formation of groups. Based on the village land-use plan and the village land 

ownership map, sensitization of community members will be undertaken. This will be followed 

by training on group formation, leadership and membership, conflict resolution, 

entrepreneurship, gender awareness, financial literacy and business management. Technical 

backstopping for group formation process and leadership election processes will be provided. 

Once the group is established, it will be supported to develop a common vision for future 

development. At this point they will be mentored relative to the need to obtain customary 

CCROs for the area to be covered by the farm. Shares will be allotted according to individual 

subscription. Company formation is driven by the need to become a legal entity to operate as 

a business and form an irrigators organisation (Milestone: legal registration as a cooperative 

or company). 

 

31. Governance. As companies are formed, the long-term capacity building service 

provider will provide technical backstopping for outgrower company governance and 

participate in company board meetings with no vote or authority. The companies will also be 

trained in their broader governance responsibilities, including selecting representatives to be  

part of the board managing the entity for bulk infrastructure operation.   

 

32. For farmer groups to borrow from the banking system, they need to be part of a legally 

recognized entity. There are five types of entities in Tanzania (companies, cooperatives, 

societies, NGOs and trusts
92

) but only two (cooperatives and companies) are recognized by 

financial institutions as legal entities able to borrow. As part of the group formation process, 

members will be trained on the options for establishing themselves as a legal entity capable 

of borrowing. The outputs of the group formation are socially cohesive groups established 

with members trained in leadership, membership and entrepreneurship, and who have a 

vision of what they want to do, have prepared their regulations, elected their leadership, 

established their farm boundaries, registered as a legal entity and obtained the company 

CCRO (Milestone: CCRO obtained). 

 

33. Developing climate-smart farm plans. Based on their common vision, the outgrower 

company will start developing the plans that are needed to acquire the financing for farm 

development. Training will start with a discussion of why irrigation is needed and how this 

ensures that they can produce even in very dry periods, and how their areas will drain in very 

wet periods. The capacity building topics that the groups will be trained in could include:  

 

 Deciding what to grow and how: the outgrower company will make choices on what 
it intends to grow on which areas of the farm (sugarcane and other crops), learn 
about the financial returns for the different crops, and how will they ensure their food 
security. Their farm plans will be developed using the water management, cropping 
and environmental parameters of the nucleus estate as a benchmark to ensure 
technically sound practices. Water management will be part of their farm plans, with 
application of simple and effective water-use monitoring to guide efficient irrigation 
scheduling, reducing the risk of over-irrigation. The companies will learn they will be 
considered irrigators organisations and will need water permits.  
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 See Attachment 4. Options for legal establishment of production groups.  
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 Selection of in-field irrigation system. The outgrower company will be trained in 
the features of different types of irrigation systems, their operation, maintenance, the 
related costs and labour requirements. As part of the farm design process, the 
company will decide which type of irrigation system it will invest in.  

 

 Development of farm design and field layout, and linkages to bulk 
infrastructure. The outgrower company will be trained to enable an appreciation of 
farm design concepts, while the detailed designs, quantities and specifications and 
linkages with the bulk infrastructure will be developed by a specialized engineer. 
Outgrower areas will be laid out to respect the 60 m protective border along the Wami 
required by Tanzanian regulations. 

 

 Environmental management: The outgrower companies will be trained in line with 
BONSUCRO standards for environmental and social sustainability for sugar cane 
production. They will also be made aware of the commitments that EcoEnergy has 
made under its Environmental Management Plan for long-term monitoring of the 
environmental impact of the nucleus estate and mill, and how the outgrowers must 
also be aligned with these commitments, particularly for green harvesting. They will 
be advised on the reasons for specific conditions which will be part of the cane supply 
agreement they will sign with EcoEnergy. Riverine afforestation for hotspots along the 
Wami River will be undertaken by the concerned village with support from the district 
under component 2.  

 

 Health and safety: The outgrower companies will be trained in the laws of Tanzania 
and the requirements of BONSUCRO for the health and safety of their employees 
and temporary workers. More specifically, the companies will learn how they are 
expected to train their staff on health and safety, which protective clothing and 
equipment they need, which measures should be taken to reduce safety risk for its 
employees, as well as the safe use and storage of agricultural chemicals, and 
preparedness for dealing with accidents (Milestone: farm plan with supporting 
regulations prepared).  

 

33. Business plans. As the new outgrower companies are developing their farm plans, the 

members will be trained in financial and business skills, and then mentored to develop their 

bankable business plans. The training will explore and build understanding about the 

institutional, staffing and financial skills needed to run and manage the farm, the capital 

investment costs, overheads, operating costs, expected income and risks. Based on the 

specific choices made by the companies for crop production, type of company to be 

established, decisions about overhead costs and operating expenditures, each company will 

develop their own detailed financial model which will be the basis for requesting loans from 

banks irrigation development and equipment purchases, and crop establishment. The 

companies will also be trained in the sugar cane pricing formula (Milestone: bankable 

business plan developed). 

 

34. Making agreements. The outgrower companies will also need to have a number of 

formal agreements in place in order to be able to request and obtain financing from 

commercial banks. The companies will be mentored to understand their content, and be 

trained in how to negotiate and conclude these agreements. The registrations and 

agreements to be concluded are:  

 

 Electricity contract with TANESCO. The individual outgrower companies will need 
electricity to power their irrigation equipment and offices. Each company will need to 
submit a request and sign a contract with TANESCO (Milestone: signed contract). 
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 Water permit. While MAFC is obtaining an overall temporary permit to allow the 
development of the outgrower schemes, once the individual outgrower companies 
are formed and registered, they will need to obtain their own water permits.  

 

 Sugar Board registration. All outgrower companies must be registered with the 
Sugar Board of Tanzania (SBT), and have a registration number (Milestone: SBT 
number obtained).  

 

 Cane purchase agreement. To achieve the full financial benefits from irrigation 
development, outgrowers will plant disease-free seed cane that has been selected to 
achieve the expected yields in line with the farm conditions. They will purchase their 
seed cane from EcoEnergy under a seed cane purchase agreement (Milestone: 
signed cane purchase agreement). 
 

 Cane supply agreement (CSA). The CSA lays out the business agreement between 
the outgrowers and the mill, and sets the tone and value systems that underpins the 
relationship

93
. Each company will conclude a CSA with EcoEnergy, detailing terms 

and conditions under which the outgrower company will be delivering green 
harvested cane to the mill, and price to be paid, using a formula called the “division of 
proceeds” (DOP). The content of the CSAs will define the partnership approach 
between EcoEnergy and the outgrower companies. The main features of such a 
partnership are:  

 

 Transparent derivation of the DOP, with outgrower companies being able 
to inspect and verify calculations using an expert appointed by them; 

 DOP to include all revenues derived from outgrowers cane; 

 EcoEnergy to maintain a verifiable “open book” system in detailing 
individual company revenues and costs; 

 Risk sharing principles, especially when there are price and revenue 
reductions;  

 Access to professional mediation as a means to resolve disputes; and, 

 Sharing of technical information between all parties.  
 

 Such an agreement will be flexible to enable modification over time to protect the 
interests of both parties. The agreements themselves will be prepared both in 
English and Swahili in terms easily comprehensible to both parties, while 
providing for mutually advantageous technical and financial modifications 
(Milestone: signed cane supply agreement). 

 

35. Obtaining bank financing. Once the outgrower groups are legally established and 

have concluded the above agreements and registrations, and completed their business plans, 

they will then be able to apply for loans from commercial banks. Capacity building will focus 

on training and mentoring about how to request and negotiate bank financing (Milestone: 

loan financing obtained from commercial banks). 

 

36. Tendering. When specifications and the financing are in place, the outgrower 

companies will request for bids for on-farm infrastructure, irrigation equipment and other farm 

equipment. The outgrower company will be trained in the tendering process, code of ethics, 

understanding the tender documents, and contract management. The tender documents will 

be prepared with the companies with assistance from EcoEnergy and MAFC design 

engineers, and then contractors will be invited to tender. The tenders will be evaluated and 

the successful bidders will be contracted to execute on-farm infrastructure and supply 

irrigation and other farm equipment (Milestone: construction contract signed). 
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 See Attachment 8. Principles for the cane supply agreement for a discussion of what they contain.  
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37. Construction. EcoEnergy will technically support outgrower companies for the 

supervision of the civil works, the installation of irrigation equipment and the acceptance of 

farm equipment up to the standards in the tender documents. When the farm infrastructure is 

in place, EcoEnergy will confirm to the outgrower companies that the connections with the 

bulk infrastructure are operational. As the outgrower farm offices are completed and 

equipped, they will also begin using their computerized accounting systems to monitor 

expenditures, financial obligations and prepare reports.  

 

38. Crop establishment. Once the outgrower farms are established and the irrigation 

networks are supplying water, outgrower companies will be ready to plant their first seed 

cane. The first seasons of operations will require intensive technical capacity building and 

training relative to planting, fertilizing, crop maintenance, water management, harvesting and 

delivery to the mill.  

 

39. Operating and managing the farm. Once the farms are constructed and the cane is 

planted, farm operations can start. The outgrower companies will be trained and mentored in 

developing farm management plans, detailing their operational procedures, and 

implementation schedules, which will form the basis for the operation and management of the 

farm. These will be complemented by training in financial management systems including 

forward budgeting, loan repayment, financing of overheads and variable costs, and dividend 

payments to shareholders. Following cane planting, each company will receive two years of 

intensive capacity building and follow-up support, and an additional year of less intensive 

support. The companies will be also encouraged to foster business skills development of their 

members to attain good levels of company performance
94

.  

 

40. Support to sugar institutions.  As implementation proceeds, it will be important for 

the PCMU and outgrower companies to build linkages with the institutions operating in the 

sugar sub-sector.  Funds have been allocated for policy work by the Sugar Board of 

Tanzania, field research trials by the Sugar Training and Research Institute, and a budget 

contribution to the Tanzania Sugarcane Growers Association.  

 

COMPONENT 2. CLIMATE RESILIENT COMMUNITY DEVELOPMENT 

 

41. Component objective. The overall objective is the establishment of profitable 

agribusinesses and SMEs that use climate-smart techniques to achieve increased stable 

production and incomes. This component will support communities located beyond the area 

suitable for irrigated sugarcane production to take advantage of the large stimulus as well as 

synergies provided by the sugar project. Investment in climate-smart village planning and 

infrastructure development, and the establishment of about 22 larger climate-smart 

agribusinesses along with 500 supporting small-medium climate-smart enterprises will raise 

incomes and fulfil the demand for food, fuel and services from the nucleus estate, outgrower 

villages and the wider community. The key enabling investments will be: (i) village level for 

land-use planning and subsequent issuing of CCROs; (ii) capacity building for target groups 

to build their knowledge base for sustainable growth; and (iii) support for engaging in modern 

commercial agriculture. Farmers will be empowered either to run their own farm business or 

to group themselves and combine their assets to become agri-business companies operating 

on a fully commercial basis, while ensuring that their production is climate smart and 

sustainable.  

 

42. Demand for food. The investment by EcoEnergy and by the sugarcane outgrowers 

will create a new dynamic in the Bagamoyo district economy. Paid employment by the Eco 
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Energy sugar mill, the nucleus estate and the outgrower sugar farms, together with the 

earnings of outgrower shareholders will drive an increase in demand for food and livestock 

products. It is estimated that there will be incremental demand from about 8,000-10,500 

households directly benefiting from some sort of programme activities. These households will 

have higher than average cash incomes in Bagamoyo and their food demand will move 

beyond basic subsistence, while existing dietary preferences will remain in place. Thus, it is 

expected that there will be substantial incremental demand for maize, sesame (and oil), 

pulses, seasonal fruit and vegetables, milk, chickens, eggs and beef which will lead to the 

development of the associated value chains. Increasing demand for these commodities in 

Bagamoyo district will provide a competitive advantage to producers located there, while 

creating numerous new opportunities in these value chains. Activities such as meat 

processing, grain processing, oilseed processing, produce and inputs transportation and 

inputs and services provision will all receive a boost in demand. This increase in economic 

activity provides a major opportunity in the wider community to develop viable market 

synergies within the district.   

 

43.  Capacity building. The approach for capacity building will be similar to that for 

outgrowers, and activities will include group mobilization and company formation, business 

development, financial management and company mentoring. Different specialized technical 

skills will be needed, for rainfed agriculture, livestock development and agribusiness 

development.  A long-term capacity building service provider will be recruited to work closely 

with the PCMU and the Bagamoyo district.  

  

44. Climate-smart farming systems. There are many proven sustainable land 

management practices that can provide the basis for climate resilience, maintaining and 

improving soil fertility, and enhancing sustainable natural resources management. Some, 

such as intercropping, agroforestry and mulching, are already being used in the rainfed 

farming systems in the programme area, reflecting the willingness of some households to 

adapt to changing circumstances. Other practices which could be introduced include: contour 

vegetative strips; techniques for integrated soil fertility management, including composting 

(and not burning) crop residues; incorporation of nitrogen fixing legumes (cowpeas, 

groundnuts, etc.) into the cropping system; crop rotations to improve soil resilience and 

reduce risks; use of improved varieties and cultivars; judicious use of pesticides, fungicides 

and herbicides; efficient use of irrigation water; use of improved livestock breeds; use of 

improved livestock husbandry and health management; and application of non-exploitative 

livestock husbandry and management.  

 

45 Each of these measures is considered as good agronomic practices, and when two or 

more are combined they increase the adaptive capacity/resilience of the agricultural system 

to cope with climatic extremes (both drought and flood conditions) and greatly enhance the 

productivity and profitability of the farming system. For example, timely crop establishment 

practices when combined with appropriate integrated soil fertility management ensure better 

rooting systems, while chemical weed control aids in water conservation and reduces 

competition for available nutrients – resulting in crops that have greater ability to withstand 

both drought and floods, while raising productivity and profitability.  

 

46 Programme approach. The programme will use an integrated approach for 

addressing the needs of households of all villages not involved in outgrower sugarcane 

production depending on their location, with a focus on conserving existing natural resources 

and strengthening village and household resilience to uncertain weather and climate 

changes. In support of the agribusinesses established, complementary small and medium 

enterprises will also be supported, building viable value chains that meet emerging local and 

regional market demands. It is probable that the inner circle villages, with larger populations 
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and greater access to demand, would each be able to develop five or more large climate-

smart investments, and possibly up to 50 small and medium investments. The outer circle 

villages would likely have one or two larger investments, and up to 20 smaller investments, 

reflecting their lower population and lesser access to new markets due to additional transport 

and access costs.  

 
Climate-Smart villages activities 

Knowledge-Smart Water-Smart Carbon-Smart Nitrogen-Smart Energy-Smart Weather-Smart 

Capacity in 

climate-smart 

strategies, both 

technologies  and 

responses; 

Market 

information 

Off-farm risk 

management  

Aquifer recharge 

Rainwater 

harvesting 

Community 

management of 

water 

On farm water 

management 

Agroforestry 

Conservation 

tillage 

Livestock 

management 

Community 

seed/fodder 

banks/tree 

nurseries 

 

Site specific 

nutrient 

management 

Precision 

fertilization 

Catch 

cropping/legumes 

Biofuels 

Fuel efficient 

engines 

Alternative energy 

Residue 

management 

Minimum tillage 

Weather Forecast 

ICT-based agro 

advisories 

Index-based 

insurance 

Climate 

analogues  

 

Sub-component 2.1. Village planning and climate-smart investments (IFAD loan 

financing 55%, ASAP grant 45%) 

 

47 Sub-component objective. Villages and individual households are reluctant to invest 

in climate-smart agriculture until they have achieved land tenure security. The sub-component 

will enable all targeted 27 villages to initiate climate-smart village development planning, and 

to obtain recognised land titles, giving the villages and individuals tenure security for investing 

in conservation and productivity enhancing measures for rural livelihood activities. The 

programme will support the process of village land use and development planning, obtaining 

Village land certificates, establishing Village land registry offices and issuing individual 

customary land titles.  

 

48 Village Land Certificates. Village boundaries are officially recognized in a Village 

Land Certificate. To date, none of the target villages have obtained these certificates. In order 

to obtain a Village land certificate, a village must have delineated boundaries. The district 

supports the villages to determine their boundaries and obtain their Village land certificates. 

The programme will assist all programme villages to survey and adjudicate their boundaries 

and to obtain their Village land certificates (Milestone: Village land certificate requested and 

obtained). 

 

49 Village Land Use Planning. This is carried out through a participatory process with 

the Village Council and Village Assembly, and the participation of hamlet and various interest 

groups, including men, women, youth and land users. The participatory process collects 

socio-economic information, land use and land-use conflicts and future land-use needs, etc. 

and the community action plan details the actions for addressing conflicts and future land use. 

The participatory rural appraisal process is followed by a village boundary survey, base map 

preparation, mapping of existing land use and compilation of bio-physical data, which may be 

collected during the participatory process. The draft the Village land-use plan (VLUP) and by-

laws will be reviewed and revised by the Village Council and then the Village Assembly for 

final approval. The VLUPs will cover all major land uses including for settlement, 

community/public facilities, crop farming, range management for grazing, water sources, 

forest as well as conservation and wildlife reserves, and waste management areas. The 

programme will help villages make climate-smart decisions about land use. Copies of the 

VLUPs are to be registered with the District Council and National Land Use Planning 

Commission. Once the plan is approved, land-use areas are to be demarcated (Milestone: 

VLUP approved and registered). 
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50 Village Development Plans. Once a village has completed its VLUP, it is ready to 

prepare its Village development plan (VDP). The VDP will guide public village investments 

and livelihood investments by villagers. The VDPs are overseen by the Village Council and 

the Village Assemblies, and approved by the district. Programme facilitation for village 

development plans will focus on the technical and financial viability and environmental impact 

of activities, introducing climate-smart technologies, and helping the villages focus on 

collective and individual choices to improve climate resilience. During the development of the 

VDPs, the villages themselves will decide the village level institutions responsible for working 

with the programme. The entry point for this process should be existing 

committees/institutions (production and/or environment committees), and encourage the 

participation by women and youth. New institutions will only be established if necessary. The 

village institution selected will be responsible for ensuring the coherence of village 

infrastructure and development investments, and will be supported by the programme to 

select investments which will make the villages climate resilient (Milestone: VDP approved).  

 

51 Inter-village and settlement land use plans. The programme will also work with 

Bagamoyo district to develop a "Lower Wami" planning framework so that village 

development can be promoted through an inter-village framework. The purpose of such a 

framework is to take into account the wider land-use development needs including settlement, 

growth points, development corridors, conservation areas and crop and livestock usage.  In 

addition to this, the programme will make a contribution to the Bagamoyo town planning 

process to ensure the proper integration of the Makurunge and Gama growth points into a 

wider spatial plan for the town (Milestone: Lower Wami inter-village planning framework). 

 

52 Land registration. Once the Village Land Certificate has been obtained, then villages 

are authorized to implement their VLUP and VDP, and to open Village Land Registries. The 

Village Land Registry requires an office, preferably a room adjacent to the Village Executive 

Officer (VEO). The Village Land Registries are responsible for working with the Bagamoyo 

District Land Registry to survey and adjudicate ownership rights for the issuing of individual 

Certificates of Customary Rights and Occupancy (CCROs). There can be either spot or 

systematic adjudication, but systematic adjudication is preferred. Parcel identification 

numbers are provided and parcel boundaries are surveyed, using where possible, satellite 

imagery, ortho-photos, aerial photography or GPS. Parcel data is to be captured in the District 

Land Registry GIS and a map of land parcel boundaries are to be produced. Hard copies of 

parcel records and the parcel map are provided to the Village Land Registry, where it is 

displayed for 30 days. Subject to there being no objections, owners then request a CCRO.  

 

53 The programme will assist all programme villages to successfully complete the above 

steps to regularise their land tenure situations. Capacity building work will focus on 

mainstreaming climate-smart investments and livelihood activities into village planning, while 

also training in gender and youth inclusion, and engagement with vulnerable households and 

those with HIV/AIDS.  

 

54 Nine villages (5 outgrower and 4 inner circle) have benefited from pre-programme start-

up land-use planning facilitation financed by EcoEnergy, while 6 out of the 18 outer circle 

villages have completed draft VLUPs. Two of the outgrower villages are moving forward now 

to obtain their Village Land Certificates. The programme will fund land surveys in 18 outer 

circle villages starting in PY2 at a pace of 6 villages per year, the preparation and/or 

finalisation of VLUPs and VDPs in 25 villages, and the establishment and equipping of Land 

registries in 27 villages (Milestone: Village land registries established and CCROs issued). 

 

55. Climate-smart village investments. These investments will provide more secure and 

available access to water, alternative power and other infrastructure to underpin economic 
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livelihood activities, community forests and riverine afforestation, and improve household 

infrastructure to reduce women and children’s labour burden. The lack of public infrastructure 

limits the capacity of the villages and individual households to participate in economic 

livelihood activities, and existing infrastructure is often not in line with best practices for the 

environment. During the village land-use and development planning process, priority village 

infrastructure public good investments will be identified. These could include: 

 

 Provision of clean domestic water, from both rooftop rainwater collection and from 
treatment of river or borehole supplies, and small-scale village dam construction; 

 Dam protection by planting trees around the dam walls combined with fencing, and 
separating human and livestock drinking points; 

 Water harvesting from community buildings such as schools, churches and clinics; 

 Small scale alternative power generation, from wind and solar; 

 Public livestock facilities such as livestock water, dip-tanks, animal handling centres; 

 Village waste management facilities; 

 Village marketing facilities; 

 Shared grain sheds and inputs storage warehouses; and 

 Community and individual nurseries to supply trees for community forests and 
riverine afforestation. 
 

56. Villages will make an in-kind contribution between 10-20% depending on the type of 

investment. During the participatory planning and design process, the village will be mentored 

to develop operation and maintenance arrangements for the management of the 

infrastructure invested in (such as dam committees, community forest user associations), as 

well as cost recovery mechanisms to ensure cash availability for repairs and replacements. 

 

 57. Climate-smart household technologies. Labour reducing climate-smart household 

technologies such as rainwater harvesting and fuel efficient stoves will be promoted, along 

with improved household sanitation. Rainwater harvesting requires a metal roof, with 

appropriate gutters and water storage container and labour for installation. These investments 

are considered very costly by villagers in the outer circle because of their current level of 

poverty, but will be promoted by the programme to reduce the time required for women and 

children to fetch water. Households may be grouped and training provided on the construction 

of rainwater harvesting tanks. The households will be selected by the villages, and will have 

to provide a 10% financial contribution. Fuel efficient stoves
95

 which reduce by about 50% the 

amount of fuel wood required for cooking, compared to a three stone stove, will also be 

promoted. The establishment of home garden with supplementary water will also be 

supported. Due to inadequate latrine coverage in the programme area, households will be 

supported to determine the location and the minimum standards required for developing safe 

latrines, and the recycling of human waste as fertilizer
96

. 

 

58. Climate-smart field demonstrations. MAFC has identified a number of climate-smart 

interventions for up-scaling in the country
97

, and these interventions should form the basis for 

district and the PCMU to develop a programme of demonstrations for climate-smart 

agriculture and livestock technologies suitable to the programme area. These will include 

making provision for mutually beneficial arrangements between sedentary farmers and 

currently transient livestock keepers. As part of the training of villages and farmers in climate-

smart agricultural practices, the district together with the service provider for capacity building 

                                                      
95

 See http://eiuk.org.uk/cms2/our-work/tz-stoves/ for a discussion of the simple technology which can be 

used to build locally clay stoves.  

96
 An IFAD grant has successfully supported the piloting of this technology in Burkina Faso and Uganda, and 

there are a number of similar efforts on-going in Tanzania.  

97
 See Attachment 7. MAFC priorities for climate-smart agriculture. 

http://eiuk.org.uk/cms2/our-work/tz-stoves/
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will undertake a series of agriculture and livestock demonstration trials, starting with one per 

village in PY1, and increasing to two and three per village for the next 5 years, and livestock 

demonstration trials at one per village for three years, depending on the demand. In general, 

a Farmer-Field School approach will be adopted for these demonstrations. Field 

demonstrations will be focused on the three areas for future agribusiness development, will 

be tailored to the site specific characteristics and farmer preferences, and will include: 

 

 Irrigated Agriculture (where there is access to water), incorporating: 
- new crop varieties; 
- efficient water use techniques (sprinkler, drip, mini-jet, centre pivot); 
- mulching; 
- crop rotations; 
- soil fertility management; 
- appropriate mechanization.  

 Conservation Agriculture (CA), incorporating: 
- zero tillage and mulching; 
- new crop varieties, especially drought and disease tolerant types; 
- crop rotations; 
- soil fertility management; 
- appropriate mechanization.  

 Integrated CA and Zero/Reduced Grazing Livestock Production, with the above 
mentioned focus on CA aspects, plus: 
- improved livestock breeds;  
- improved livestock husbandry and heath management.  

 

59 These innovations will also demonstrate the use of solar power supplies and biogas as 

cost-effective approaches for grain drying and small-scale dairy producers and milk collection 

centres. Programme support will facilitate access to specialized service providers and link 

agribusinesses with relevant support agencies to ensure that climate risk management is 

incorporated into the institutional learning and services they provide to clients. Participatory 

evaluations of the above demonstrations will provide farmers with first-hand experience of 

new technology options (crops, varieties and practices). They also allow farmers to select a 

combination of technologies for testing under their own management conditions on their own 

farms. The trials will also be used for hands-on training in integrated crop and livestock 

management, and guide the implementation of commercial investments in the villages. 

 

Sub-component 2.2. Climate-smart business investments 

 

60 Sub-component objective. The aim of the sub-component is to enable households all 

27 targeted villages, not involved in the outgrower companies, to engage in viable climate-

smart modern agriculture and livestock production activities, and produce a marketable 

surplus to raise household and village incomes. About 22 climate-smart agribusinesses and 

up to 500 small-medium enterprises will be supported to raise incomes and fulfil the demand 

for food and other services from the nucleus estate, outgrower villages and surrounding 

areas.  

 

61  There are two main production options available for farmers in the areas further away 

from the Wami: rainfed conservation agriculture and integrated agriculture and livestock 

production, with cattle or small ruminants. Both options are suitable for application of climate-

smart techniques and have options for crop diversification that will raise productivity and 

profitability. When required, the programme will support the mobilization of villagers into 

groups of households where they can combine their assets or consolidate their land use into 

larger areas, and request new village land for their agribusinesses, so they can achieve 

economies of scale and justify the cost of mechanization to raise land and labour productivity, 

using climate-appropriate technologies. The programme will also allow and encourage 
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individual farmers and entrepreneurs to adopt techniques when this is technically and 

financially practical. The villages will go through a planning process to establish their 

enterprises, including, group formation for production activities, preparation of farm and 

business plans, company/group registration, making agreements, tendering for farm 

equipment; and crop establishment and farm operation. Climate risk management will be 

incorporated in the planning and implementation of all supported agribusiness investments 

through the promotion and demonstration of climate resilient practices, structures and 

innovations. 

 

62. Expected yields. A substantial “yield-gap” has been observed. The yields used in 

programme projections have been based on in-country trials and advice received from locally-

based scientists
98

. The yields expected from improved practises are substantially higher than 

those achieved under manual labour-based techniques currently employed. The yields used 

in projections and models are well within the physical capacity of the natural resources (soil, 

climate, terrain) to produce, so long as introduced techniques are applied with reasonable 

diligence and skill. 

 

64. The individual business activities will be aimed at enhancing the impact of  

agribusiness investments, and building associated value chains. For example, some of the 

individual activities associated with conservation agriculture (CA) crop production could be: 

maize processing, oilseed processing; crop inputs supply; and produce aggregation, storage 

and transport. Some of the individual activities associated with zero grazing production might 

include: milk collection and processing centres, milk packaging; small abattoirs; butcheries; 

veterinary services; cold storage facilities; and livestock feed supplement and animal health 

product supply. Other activities might include: tree nursery operation, commercial woodlot 

establishment and production for timber and charcoal.  

 

65. The application of the CA technology could be applied by individuals through provision of 

some key services from contractors or service providers. Contractors/service providers 

themselves could be eligible for programme support.  For example, it would be possible for 

individual farmers to access crucial services such as herbicide application and no-till crop 

establishment from contractors and then continue with individually based CA activities. There 

is no reason why similar yields could not be achieved under such a model, although perhaps 

at a slightly higher cost than for groups or companies with optimally-matched land area and 

equipment.  

 

66. Formation of groups. Based on the village land use plan and the village land 

ownership map, sensitization of community members will be undertaken to begin 

identification of potential agribusiness opportunities. This will be followed by training on group 

formation, the need to obtain customary CCROs for individuals and groups for the area to be 

covered by their business and the need to become a legal entity to operate as a business
99

. 

The first year is expected to be dedicated to village land use planning, and the second year to 

group formation, and by the third year, it will be possible to test the approach with three 

companies, and introduce changes which may be needed. Farmer to farmer training would be 

provided at this stage by some of the sugarcane outgrower companies that have had similar 

experiences, and in later years, by earlier established companies in the wider community. 

The outputs are socially cohesive groups with trained members who have elected their 

leadership and know what they want to do, have established their farm boundaries, registered 

as a legal entity and obtained CCROs (Milestones: legal registration as a cooperative or 

company and CCRO obtained). 

                                                      
98

 See Appendix 10. Financial and economic analysis for a discussion on yields. 
99

 See Attachment 4. Options for legal establishment of production groups.  
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67 Developing climate smart farm and business plans. Based on their common vision, 

the companies will start developing the plans that are needed to acquire the financing for farm 

or other business development. Component 2 will strictly link focused investment resources to 

leveraged borrowing from the commercial banking system to finance climate-smart 

agribusiness development in the wider community. Emphasis will be given to business plans 

which have a viable and dependable marketing strategy. There will be substantial 

opportunities for sales agreements with EcoEnergy for its food and produce needs for its work 

force. For agribusiness development, the financing process will be similar to that for 

sugarcane outgrower companies. Agribusiness companies will prepare detailed business 

plans showing their investment and variable costs. There is only one type of investment, 

which is medium-term financing for equipment and materials. Commercial banks will be a 

source of financing, plus a climate smart-grant grant financing contribution from IFAD of a 

maximum of 40% of investment costs to ensure that the incremental costs associated with the 

climate proofing of agribusiness operations are well covered in the business plans. Access to 

the climate grant contribution will be based only on the demonstrated technical and financial 

viability of the business plan for the proposed investment. The PCMU will provide its 

assessment of each proposal, and if approved, would release the funds through the 

participating bank only if complementary loan approval is received for the investment. The 

climate-smart grant funding will be key to support the low carbon investments/green growth 

strategy that may not show short-term financial benefits but will contribute to longer-term 

adaption to and mitigation of climate change. Individuals may participate in only one 

agribusiness company and one enterprise. The pace of company formation will be flexible 

and will depend upon the readiness of the communities to become legal entities (Milestone: 

business plan developed). 

 

68. Obtaining bank financing. Once the agribusiness companies are legally established 

and have completed their business plans, they will then apply for loans from commercial 

banks. All business plans will be assessed by experienced service providers and BASIC 

programme staff for compliance with programme technical, environmental, financial analysis 

and BASIC PIM before final approval and submission to interested financial institutions. 

Investment proposals which require specific capacity building and implementation support 

investments beyond what is already provided by programme support will have those costs 

internalized in the business plan budget. The financial institutions will independently evaluate 

the business proposal using their own commercial assessment criteria. Financial institutions 

will be responsible for loan recovery and will assume the full financial risk (Milestone: 

commercial financing obtained from a bank). 

 

69. A challenge for the BASIC programme management team reviewing each proposal is 

building credibility of the business plan development process generated with BASIC 

facilitation. This will be achieved by focusing primarily on the quality of the business plan, 

support for their implementation, and managing participatory M&E as the basis for improving 

the business plan development, review and implementation processes.  

 

70. The financial sector partnership will be key to the sustainability and scaling-up of the 

programme's economic benefits in the wider community since it will ensure that businesses 

can grow and advance to commercial scale based on expanded finance from commercial 

banks and the private sector well beyond the programme’s timeframe. BASIC support will 

also enable smaller or less developed SMEs to participate in the process starting from basic 

levels so they can advance to higher levels of value addition, if and when they have matured 

their technical and business capacities required to scale-up their businesses.  
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71. IFAD loan financing will be addressing climate issues not typically included in a loan 

assessment process, thus an important activity for the programme will be to sensitise the 

lending organisations providing most of the financial capital to the importance of climate-

smart grant financing as a part of the overall investment package and longer time horizon 

required to ensure investment sustainability. Ensuring that in the long term the financial sector 

will be prepared to gradually internalize the full cost of climate resilience investments is critical 

for BASIC since it is unlikely that the IFAD loan financing will be sufficient to address all 

climate risk management costs in all supported business plans. This is important in view of 

the programme goal to leverage substantial resources in commercial borrowing and other 

private sector resources for scaling up agribusiness investments in the wider community. 

 

72. Company start-up and management. The first season of operations will require 

intensive technical capacity building and training relative to planting, fertilizing, crop 

maintenance, water management, harvesting and marketing. The agribusiness companies 

will be trained and mentored in developing farm management plans, detailing their 

operational procedures, and implementation schedules. These will be complemented by 

training in financial management systems including forward budgeting, loan repayment, 

financing of overheads and variable costs. There will also be company to company training 

and mentoring similar to that for outgrowers.  

 

73. Capacity building team. For the four inner circle and 18 outer circle villages, there will 

be three village level teams, supported by a senior national team, with expertise in the areas 

required for climate-smart agribusiness development. Regional experts and qualified service 

providers with experience in conservation agriculture, agribusiness development, and other 

areas will provide technical backstopping as required. This size of team will be able to cope 

with the needs of a larger physical area than that of the sugarcane outgrower teams because 

of the lower population density in these outer circle village areas, coupled with the increased 

capacity of District staff and greater opportunities for farmer to farmer training. The capacity 

building team will be responsible for identifying and developing site-specific climate smart 

training and communications materials in local language, testing them, interacting with the 

villages, mobilizing and forming groups, and training them in the agreed topics. The capacity 

building activity will be procured as a complete package, through international competitive 

bidding, aimed at regional service providers, for a three year period, renewal upon 

satisfactory performance. 

 

74. Household mentoring
100

. Households will also be individually mentored in line with 

IFAD’s household mentoring methodology for understanding how families organise 

themselves and share their earnings and supporting their training and coaching in climate-

smart strategies. As a result they will be able to: (a) ensure a better gendered division of 

labour and earnings; (b) inclusion of youth and women in household business plans; (c) plan 

production and harvesting with timely climatic information; (d) develop skills and resources to 

produce improved crops; (e) use sustainable land management techniques to reduce 

seasonal crop production risks; and (f) reduce post-harvest losses. 

 

Sub-component 2.3. Institutional strengthening (IFAD financing) 

 

75. Sub-component objective. The objective of this sub-component is to strengthen the 

institutional capacity of elected Bagamoyo district representatives and technical services to 

provide training and guidance to villages for sustainable managed economic growth, as well 

as strengthening MAFC and the Wami-Ruvu Basin Water Office (WRBWO).  

 

                                                      
100

 Using IFAD’s GALS approach. 
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76. Bagamoyo district. The technical departments of the Bagamoyo district administration 

which will be carrying activities in support of the programme are: the Land use, Agriculture, 

Livestock, Environment and sanitation, Forestry and beekeeping, Community development, 

Gender, HIVS/AIDS, Procurement and Finance. While these departments have staff, they 

lack equipment and transport for carrying out their work, and have very limited funds for field 

activities. The District departments will therefore be strengthened to carry out their planned 

roles. The programme will strengthen the Departments through the provision of computers 

and office equipment, vehicles, training and technical backstopping, funds for field work and 

vehicle operation and maintenance. In addition to specific training, all of these departments 

will receive on the job training while participating with service providers in delivering training 

and capacity building to all 27 communities served by the programme.  

 

77. The Land use department, working with a team from the other departments, will be 

responsible for working together with the villages to develop their land-use plans, request 

their Village land certificates, and subsequently register the CCROs issued at the village 

level. The department will be strengthened by the provision of surveying equipment, 

appropriate computers, GIS software, mapping, plotters and printers as well as filing cabinets 

and other basic equipment.  

 

78. The Agriculture department staff based at the District, Ward and the Village levels, will 

undertake the trials and demonstrations for the introduction and training on climate-smart 

techniques, while the Irrigation department will work with the outgrower villages. Farmer Field 

Schools, which have been widely adopted in parts of Tanzania and have proved to be a good 

vehicle for self-driven farmer learning, will be used for integration of climate-smart activities. 

Farmer field schools are formed by voluntary groups coming together regularly at the farm of 

a ‘host farmer’ where a portion of land is allocated for demonstration, learning and on-farm 

trials. These groups (typically 10 to 25 in number) graduate from the field school after a 

season and receive a certificate. In some cases these groups continue and become semi-

permanent community organisations. It is proposed that one group be formed in each 

programme village. The capacity of the department for weather monitoring will be upgraded 

and integrated with the work that MAFC's Climate Change Unit is currently undertaking. 

 

79. The Livestock department will support the work for fodder production, zero grazing and 

other activities, including development of viable and mutually beneficial relationships between 

farmers and livestock owners. The Environment and sanitation department is responsible for 

both environmental work and waste management. The Forest office (under Land use 

department) is responsible for community and riverine afforestation. The Community 

development department works to mobilise groups, while the Gender and HIV/AIDS offices 

work in their respective areas.  The District Procurement department will support the 

purchase of village investment, while the Finance department will be responsible for 

expenditure management.  

 

80. Elected representatives of the District (Ward Councillors, and the District Council 

leadership) are expected to be fully informed about the programme, its climate-smart 

objectives, the expected investments, and the mechanisms to ensure equity of investment 

outcomes and social inclusion. The programme will build support with elected officials through 

provision for: an initial participatory seminar to fully explain the objectives and modalities of 

the programme; a bi-annual tour of programme investment sites; and an annual participatory 

seminar to examine progress, review constraints and provide an insight into forthcoming 

investment plans.  

 

81. MAFC. MAFC headquarters and its Climate change unit will receive funds for the 

preparation of climate-smart guidelines, strengthening its weather monitoring and information 
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services with TMA, policy work related to its advocacy role for 4Ps and climate-smart 

agriculture, communications for developing communications messages and building public 

awareness about the programme, and allowances for programme supervision and monitoring. 

 

82. Wami-Ruvu Basin Water Office (WRBWO). To promote water management in the 

upper catchment and monitor weather and water data relevant to climate change, the 

programme will provide incremental support to the WRBWO.  The WRBWO will benefit from 

strengthening of hydrological monitoring equipment at two points along the Wami, and 

capacity building to improve skills in catchment modelling in response to future climate 

change predictions. They will also benefit from capacity building to better balance requests for 

water with its availability, and to enforce regulations relative to water abstraction. Funds have 

also been provided for additional equipment. 

 

 

 

 

  



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 4: Detailed programme description 

 

 125 

Appendix 4. Attachment 1: Bulk infrastructure operation and maintenance 

 

1. The bulk infrastructure to provide water and protection to outgrower farms includes the 

dam, the dykes for flood protection, the pump stations, the conveyance pipes, the drainage 

canals, and the haulage roads. Outgrower farm companies are expected to pay the full cost 

of operation and maintenance of the bulk infrastructure from their water fees right from the 

start. The operation and maintenance of the powerlines will be the responsibility of 

TANESCO, and the maintenance of the dual carriage bridge will be the responsibility of the 

Bagamoyo district. An entity responsible for the operation and maintenance of the bulk 

infrastructure for outgrowers will be established by the programme, and will be self-financing.  

  

2. The entity for operating and maintaining the bulk infrastructure will be established to 

begin operations as soon as the construction of bulk infrastructure starts, and to ensure the 

linkages with on-farm irrigation structures. The PCMU will be responsible for recruiting the 

necessary staff, working in collaboration with EcoEnergy. EcoEnergy will be responsible for 

training the entity’s staff. At start-up, the board of the entity will be chaired by MAFC, and 

composed of the Programme Coordinator, the District irrigation officer, a representative from 

EcoEnergy, and two outgrower village chairmen. Once all farmer companies are established, 

they will decide how long-term arrangements for the operation and maintenance of the bulk 

infrastructure, which could be a specifically established company, or they may decide to 

contract out to EcoEnergy or another service provider. 

 

3. Responsibilities. The entity for operating and maintaining the bulk infrastructure will 

have administrative, operational and maintenance responsibilities as outlined below: 

 

Administration 

 Collection of "water orders" from farm companies  

 Collection of water delivery charges according to the meters installed at each 
company 

 Collection of charges for maintenance of the bulk infrastucture 

 Payment to the Wami-Ruvu Basin Office for the water use permit 

 Payment to TANESCO for electricity 

 Operation of capital recovery account for saving depreciation.  
 

Operation 

 Operation of the pump stations for the timely delivery of requested water to 
the farm edge 

 Manage release of water from the dam during drought 

 Keeping the dam at full supply level during the year 

 Checking the water meters at the farms 
 

Physical infrastructure maintenance 

 Dam 

 Dykes 

 Haulage roads 

 Drainage canals (cleaning) 

 Water conveyance pipes 

 Pump stations  
 

4. Staffing. The following staff is required: Manager/water bailiff; accountant, clerk, guard, 

3 pump attendants, 2 plumbers, 2 electricians and three foreman (for water meters controls 

and supervision of temporary labourers).  
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5. Office and shed, and equipment. The entity’s office will be located as close as 

possible to the infrastructure to be managed (probably located in Mwatipwili), together with 

the training offices and room for the capacity building serve provider. The office will be 

furnished and equipped with 3 computers, computerised meter reading equipment, as well as 

tools and implements for maintenance.  

 

6. Logistics. A 4x4 vehicle, a minibus (for transport of temporary workers) and 5 

motorcycles will be provided.   

 

7. Costs. Costs have been estimated on the basis of the four expenditure categories: 

staff costs, operating costs, bulk infrastructure maintenance costs and depreciation. Staff 

costs cover the salaries of the team required to operate and maintain the infrastructure. 

Salaries, emollients, taxes and NSSF contributions, as well as skills development levy 

according to the Tanzanian labour law. The staff costs for the different staff categories are 

based on the staff cost estimates of EcoEnergy. Staff costs are shown on the table below. 

 

Staff US$/year 

Manager / Water bailiff (1) 19,860 

Accountant (1) 17,860 

Clerk (1) 4,200 

Guard (1) 3,000 

Pump attendant (3) 9,000 

Plumbers (2) 9,600 

Electricians (2) 9,600 

Foremen (3) 25,200 

Total 98,320 

 

8. Operating costs. Operating costs cover office and vehicle running costs, the power for 

pumping the water to the edges of the farms (based on 20 m pumping head) and the water 

charges of the Wami-Ruvu Basin Office (Tsh 70/1,000m
3
). These costs are detailed in the 

table below. 

Item US$/year 

Office 6,000 

Cars / motorcycles 19,000 

Electricity costs for pump stations 411,000 

Wami-Ruvu Basin Office water charges 1,500 

Total 437,500 

 

9. Bulk infrastructure maintenance costs. The maintenance costs cover:   

 

 Dam: de-silting of the dam as well as general maintenance to the dam and dam 
protection works;  

 Flood protection: checking the state of the dykes and ensuring that the dykes are 
covered with grass, as well as hole filling, removal of trees and grass slashing;  

 Pump stations: maintenance of the pump stations and the floating device, 
replacement of moving parts, maintenance to electrical motors, painting, greasing 
etc.;  

 Conveyance pipes, checking their status and replacement of fittings, valves as 
needed; 

 Haulage roads: re-grading, replacing top materials, compacting, cleaning of culverts, 
clearing the side drains, clearing the grass on the sides of the roads; 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 4: Detailed programme description 

 

 127 

 Drainage canals: Keeping the drains free from bushes, trees, cutting grass. Removal 
of silt, keeping the drains in shape. 

10. For estimating maintenance costs, a percentage of the capital cost has been assumed. 

This is detailed in the table below. 

 

Item Capital cost % US$/year 

Dam 6,030,340 1 60,303 

Flood protection 3,433,222 2 68,664 

Pump stations 851,025 6 51,062 

Conveyance pipe (to dam) 1,719,256 2 34,385 

Conveyance pipes (to farm edge) 1,640,000 2 32,800 

Haulage roads 2,727,902 5 136,395 

Drainage 1,507,400 3 45,222 

Total   428,831 

 

 

11. Capital replacement costs. The physical infrastructure such as the dam, dykes, 

haulage roads and drainage canals are expected to have an indefinite lifespan, as long as 

they are properly maintained. However, the lifespan of the pump stations is expected to be 15 

years, the lifespan of the conveyance pipes to the edges of the farms is expected to be 20 

years, and that of the conveyance pipe to the dam is expected to be 50 years. Thus, the 

entity will need to collect funds for depreciation on these assets, and save them in a capital 

replacement account in to have the funds available to replace the pumps, and conveyance 

pipes when they are needed.  

 

Item Capital cost 

US$ 

Lifespan 

(years) 

US$/year 

Pump stations 851,025 15 56,735 

Conveyance pipe (to dam) 1,719,256 50 34,385 

Conveyance pipes (to farm edge) 1,640,000 50 32,800 

Total   123,920 

 

Cost summary. The total annual cost for is summarised in the table below: 

 

Item US$/year 

Staff cost 98,320 

Operating costs 437,500 

Maintenance costs 428,831 

Capital replacement cost 123,920 

Total 1,088,571 

 

 

12. Financing. If the full 3000 ha are established, then the yearly cost per ha for the  

operation and maintenance of bulk infrastructure is US$ 363/ha/year. The start-up and initial 

costs of the entity will be financed by IFAD. As soon as farm companies become operational 

and producing sugar cane, they will be expected to pay a pro-rata fee based on the number 

of ha of their company and their water usage. It is expected that by year 7 when all 3000 ha 

are producing, the entity will be fully self-sustaining.  
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Appendix 4. Attachment 2: Options for outgrower irrigation 

 

1. The four most commonly used types of irrigation for sugarcane cultivation are furrow, 

dragline, centre pivot, and drip irrigation 

 

2. Furrow irrigation. Furrow irrigation is a simple form of irrigation where water flows with 

gravity over the surface of the soil through furrows, which pass along the ridges where 

sugarcane is planted. Furrow irrigation is inexpensive because it requires no equipment, the 

water flows by gravity and there is no cost for electricity. Furrow irrigation has low water use 

efficiency and is labour-intensive. Proper design and maintenance of the supply system is 

critical to maintain irrigation efficiency. Soils with high infiltration rates cannot be irrigated with 

furrows. Cane yields are generally low. 

 

3. Dragline sprinkler. Dragline irrigation is an overhead sprinkler system, where 

sprinklers are connected by means of portable hoses and permanent or semi-permanent 

pipes to a pressurized water supply. The key characteristics are: investment costs are higher 

than furrow, as a pump, pipes and sprinklers need to be installed. Operating costs are higher, 

because power is required to pressurise the system. Water use efficiency of a sprinkler 

system is considerably higher than furrow irrigation. Dragline sprinkler is labour intensive 

since the sprinklers need to be moved in the field. Maintenance is relatively easy and spare 

parts are generally available. Cane yields are good. 

 

4. Centre pivot. A centre pivot consists of a metal frame and pipes supported by wheels 

with an A-frame at approximately 50 m intervals and it rotates around a fixed pivot. Sprinklers 

are mounted on the pipes and they wet the soil while the machine rotates around the pivot. 

The key characteristics are: Investment costs are higher than those of dragline sprinkler and 

operating costs are similar to dragline sprinkler as power is required to pressurize the system. 

Water use efficiency is higher than dragline sprinkler. Centre pivot irrigation has very low 

labour requirements. Due to the circular wetting pattern, not all areas can be irrigated, 

resulting in outfall pieces of land. Skilled staff and specific spare parts are required for 

maintenance. Cane yields are slightly higher than under dragline sprinkler irrigation. 

 

5. Drip irrigation. Drip irrigation consists of black polyethylene pipes equipped with 

drippers at fixed intervals. A dripper dispenses small quantities of water through a small 

opening. The pipes are laid parallel to each other across the field (either on the surface or 

under the surface). Drippers, spaced at fixed distances on the pipes, distribute the water 

across the field. The water dripping onto the soil is distributed horizontally by means of 

capillary force and vertically by means of gravity and capillary force. The key characteristics 

are: Investment costs are substantially higher than centre pivot. Operating costs are lower 

than dragline sprinkler or centre pivot, because less power is required to pressurise the 

system. Water use efficiency very high as only the root zone is wetted and there is low 

evapotranspiration. Drip irrigation has very low labour requirements. Management of the 

system is complicated and needs highly skilled staff. Maintenance requires skilled staff and 

spare parts. Cane yields are higher than cane under centre pivot irrigation. 

 

6. Choosing an irrigation system. The suitability of the various irrigation systems 

depends on the physical conditions, the type of technology, the labour and management 

requirement, and financial trade-offs.  

 

7. Physical conditions. Sandy soils have a low water holding capacity and a high 

infiltration rate. These soils therefore need frequent but small applications of water. Under 

these conditions sprinkler, centre pivot and drip irrigation are more suitable than furrow 

irrigation. On loam soils, any of the irrigation systems can be used successfully. Soils with a 
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high clay content and hence low infiltration rates are better suited for furrow, sprinkler and 

drip. 

 

8. Topography. Sprinkler or drip irrigation methods can be used on steep or unevenly 

sloping land. Center pivots require flat to gently sloping land free from obstacles. Furrow 

irrigation is limited to land with gentle uniform slopes. 

 

9. Water quantity and quality. Where water availability is limited, sprinkler, center pivot 

and drip irrigation methods are preferred. These systems allow for control of the amount of 

water applied and achieve a higher application efficiency than furrow irrigation. Water sources 

with high sediment levels or the presence of iron, manganese and algae may rule out the use 

of drip irrigation.  

 

10. Appropriateness of the technology. The type of technology affects the choice of 

irrigation methods. Drip, centre pivot and to a lesser extent sprinkler irrigation are more 

complicated methods. To use and maintain the equipment a high level of knowledge is 

required. A regular supply of power and spare parts must also be available. Furrow irrigation 

is simple to operate and does not require electricity and specialist knowledge. 

 

11. Labour requirements and management. Dragline and furrow irrigation systems 

require a higher labour input than drip and centre pivot systems. It is important to have a 

reliable pool of labour if dragline or furrow systems are selected. Systems like drip and centre 

pivot require intensive management effort to be successful. Furrow and drag line sprinkler 

require less management effort. 

 

12. Risk and Financial viability. Each irrigation system comes with its own set of risks. 

Furrow irrigation has the lowest risk of system failure, followed by drag line sprinkler. Higher 

risks are associated with the more sophisticated systems such as centre pivot and drip that 

are expensive and use specialist equipment. More expensive irrigation systems require 

substantial yield increases to justify the high costs.  

 

13. The table below shows the different irrigation systems evaluated against a number of 

criteria: 

 
Criteria Furrow Sprinkler Center 

pivot 

Drip 

Soil 

> 20% clay X x * xx 

10 – 20% clay X 0 X 0 

< 5% clay Xx 0 0 xx 

< 600mm deep * x X x 

600 – 1200 mm deep Xx 0 0 0 

Infiltration rate     

< 20 mm/h X xx * x 

> 150 mm/h * 0 0 0 

Topography 

Steep slopes * 0 * 0 

Water quantity 

Water use efficiency Xx x 0 0 

Water quality 

Turbidity 0 x X * 

Lime, iron 0 x X * 

Algae 0 0 0 * 

General 

Managerial inputs 0 0 X xx 

Labour X x 0 0 

Energy requirements 0 xx X x 
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Capital costs 0 x Xx * 

Cane yields Xx x 0 0 

0 - No limitation, x - Little limitation, xx - Moderate limitation * - Severe limitation 

 

14. Conclusion. Based on experience in other outgrower sugar schemes and the 

understanding of the irrigable areas in the Bagamoyo outgrower scheme, it is most likely that 

the outgrower groups will choose either dragline or centre pivot irrigation. The outgrower 

groups will decide on this after they have received training on the pros and cons of the 

different systems. 
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Appendix 4. Attachment 3: Bulk infrastructure and outgrower implementation plan 
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Appendix 4. Attachment 4: Options for legal establishment of sugarcane production 

groups 

 

1. The outgrower groups will need to establish themselves as a legal entity under the 

existing legal framework of the laws of Tanzania. The entity they establish will need to be able 

to operate a farm and borrow financing from a bank. The following legal entities are options 

for these groups: limited company Ltd, nongovernmental organisation (NGO), trust, 

cooperative society and society. Groups can form business entities under the following laws 

of the Government of Tanzania:  

 

 Companies Act No. 12 of 2002 (Companies act); 

 Business Names Registration act cap 213 R.E. 2002 (Business Names Act); 

 Trusteeship Incorporation Act R.E 2002; 

 Non-Governmental Organization Act No. 24 of 2002; 

 Cooperative Societies Act No. 20 of 2003; and 

 Societies Act Cap 337 R.E 2002 
 

2. A summary analysis of the legal framework, capacity to borrow and the perception of 

financing institutions of the various entities is summarised below and subsequently described.  

 

 

3. Limited company. Two types of companies can be established and are described 

below:  

 

Company Limited by Guarantee: An outgrower group can establish a company 

limited by guarantee. This can be done through registration of a company limited by 

guarantee under section 2(b) of the Companies Act 2002. Normally, companies 

limited by guarantee are formed for charitable purposes. They usually raise their 

funds by subscription. The income of the company must be used for a declared 

Legal framework Borrowing capacity  Lending institutions’ perception  

COMPANIES ACT NO.12 OF 2002 

Companies limited by (a)  guarantee and 

by (b) shares must be registered under 

the Companies Act, 2002. 

Capable to borrow authorised by its 

memorandum and articles of 

association. 

Suitable for lending, as they are body 

corporate capable of suing and being 

sued. 

 

COOPERATIVES SOCIETIES ACT NO. 

20 OF 2003. An association of persons 

who have voluntarily joined together for 

the purpose of achieving a common 

need. Must be registered in the 

Cooperatives Act. 

Capable to borrow authorized by its 

by-laws and at an Annual General 

Meeting; a cooperative needs a Board 

Resolution to borrow and a maximum 

liability certificate. 

Suitable for lending, as they are body 

corporate capable of suing and being 

sued. 

There is a legal requirement for 

registration of charges created by a 

society, just like companies. 

SOCIETIES ACT CAP 337 R.E 2002 

 Any club, company, partnership or 
association of ten or more persons 
whatever its nature may formed and 
maintained for the sole purpose of 
carrying out any lawful business. 

 Capable to borrower, provided it is 
authorized by its constitution. Upon 
registration, it does not acquire legal 
personality. This means it cannot be 
sued for debt recovery. 

Societies pose a high risk for lending 

institutions. Such risks can be mitigated 

(a) if the lending bank receives third 

party person(s), to bear liability for 

repayment, or (b) to receive security in 

the form of a guarantees or mortgages. 

NON GOVERNMENTAL 

ORGANISATION ACT NO.24 OF 2002 

Not-for-profit organisation for promoting 

economic, environmental, social or 

cultural development and other public 

interest issues; an NGO needs to be 

registered with the Registrar of NGO.  

 Its constitution provides on how NGO 
is going to be run and authorises 
whether or not it has the power to 
borrow.  

 It can only borrow for purposes of 
achieving its objectives. The law not 
clear on whether NGO acquires legal 
personality upon registration. 

NGOs are not considered suitable for 

loans by lending institutions, but the 

risks can be mitigated as discussed 

above for Societies.  

TRUSTEESHIP INCORPORATION ACT 

R.E 318 OF 2002, a trust can be 

registered under the Trustee' 

Incorporation Act; upon registration, it 

acquires a legal personality. 

 Capable to borrow, provided that it is 
authorized under the terms of trust. 

While trusts are authorized to borrow, 

this is not a common type of legal entity 

for farmer groups.  
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purpose. The company does not have shareholders, but members. The members are 

not entitled to any income generated by the company. 

 

Company limited by Shares. An outgrower group can establish a company limited 

by guarantee. This can be done through registration of a company limited by 

guarantee under section 2(b) of the Companies Act 2002. A company limited by 

shares has a profit motive, has shareholders, and can declare dividends to its 

shareholders. 

 

4. The application for registration of both a company limited by guarantee or shares is 

submitted to the Business Registrations and Licensing Agency (BRELA) in Dar es Salaam, 

which must be accompanied by the following documentation: 

 

(a) Name of the company (name confirmed through name search certificate) 
(b) Names of the first members / shareholders (at least two, maximum 50) 
(c) Names and addresses of the first directors (at least two) 
(d) Address of the registered office 
(e) Memorandum and Articles of Association (in English) 
(f) Forms 14a and 14b 
(g) Registration fees 

 

5. Registration of a company typically takes 1-2 weeks. Banks accept companies limited 

by guarantee or shares to borrow money as they are body corporates, able to sue and be 

sued. 

 

6. Non Governmental Organisation. An outgrower company could be registered directly 

in accordance with the procedure provided for under the Non Governmental Organizations 

Act 2002 (Amended 2005). An NGO is a voluntary grouping of individuals or organisations 

which is autonomous, non-partisan and non profit sharing. The application for registration is 

submitted to the Registrar of NGOs at the District, Region or National level by one or more 

persons, being founder members, which must be accompanied by:  

 

(a) A copy of the constitution of the Non Governmental Organization  
(b) Minutes containing full names and signature of founder members 
(c) Personal particulars of office bearer  
(d) Letter from Ward Secretary where the NGO is located 
(e) Letter from District Administrative Secretary where the NGO is located 
(f) Address and physical location of the head office of the NGO 
(g) An application fee 
(h) Any other particulars or information as may be required by the Registrar of Non 

Governmental Organizations 
 

7. The registration process of an NGO typically takes 3 months. The constitution provides 

on how an NGO is going to be run and authorises whether or not it has the power to borrow. 

It can only borrow for purposes of achieving its objectives. From a lenders point of view 

NGOs are not considered suitable for loans. This can be overcome (a) if the lending bank 

identifies person(s) to bear liability for repayment, or (b) receives a third-party security in the 

form of a guarantees or mortgages, and this third party assumes primary obligation for all 

debts. 

 

8. Trust. An outgrower group could establish a trust. Under section of 2 of the Trustees' 

Incorporation Act, a trustee or trustees appointed by a body or association of persons bound 

together by custom, religion, kinship or nationality, or established for any religious, 

educational, literary, scientific, social or charitable purpose, and any person or persons 

holding any property on trust for any religious, educational, literary, scientific, social or 
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charitable purpose, may apply to the Administrator-General for incorporation as a body 

corporate. A trust is not allowed to acquire interest in land without first obtaining consent in 

writing from the Administrator General of Trustees, which is why this type of entity is not often 

used by groups of farmers. The application for registration is submitted to the Registrar of 

Trustees at the Registration, Insolvency and Trusteeship Agency (RITA) in Dar es Salaam by 

one or more persons which must be accompanied by:  

 

(a) Application Form TI .1 and Annexture "A"   
(b) Trust Deed Constitution of the bodies seeking incorporation 
(c) Passport size photo of proposed trustees 
(d) Recommendation Letter from District Commissioner Office of the District in which the 

intended body corporate has its headquarters 
(e) Recommendation Letter from the relevant Sectoral Government Institutions 
(f) Recommendation Letter from relevant supreme religious Institutions if the applicant is 

a religious organization/body 
(g) Pay appropriate fee (current fee rate Tshs 100,000/=) 

 

9. The registration process of a trust typically takes 3 months. Trusts are considered 

suitable for loans by lending institutions, if it is allowed to borrow under the terms of the trust. 

 

10 Cooperative Society. The Cooperative Societies Act, 2003 regulates the 

establishment and operations of cooperative societies. A cooperative society is an 

association of persons who have voluntarily joined together for the purpose of achieving a 

common need through the formation of a democratically controlled organization and who 

make equitable contributions to the capital required for the formation of such an organization, 

and who accept the risks and the benefits of the undertaking in which they actively 

participate. The act defines primary, secondary, apex and federation societies. Primary 

societies may form secondary societies, secondary societies may form apex societies and 

apex societies may form a federation society. The minimum number of members for a primary 

agricultural cooperative society is 50. Application for registration is made to the Registrar of 

Cooperative Societies at District, Regional or National level and shall be in the prescribed 

form and shall be accompanied by: 

 

(a) Four copies of the proposed by-laws of the society, signed by the applicant 
(b) A report of a feasibility study or project write-up indicating the viability of the 

society 
(c) Such other information in regard to the society as the Registrar may require 

 

11. The application forms shall be signed by:  

 

(a) If the application is for Primary society registration, the forms must be signed by 
fifty persons or such number of persons as the Registrar may approve, who are 
qualified in accordance with the requirement of section 15 

(b) If the application is for Secondary society registration, the forms must be signed by 
authorized persons of at least twenty registered Primary societies 

(c) If the application is for Apex society registration the forms must be signed by 
authorized persons of at least five Secondary societies and specialized primary 
societies 

(d) If the application is for registration of the Federation, the forms must be signed by 
ten registered Secondary Apex or specialized Primary societies 

 

12. The Registrar shall after receiving applications under section 24 consider and decide 

on an application for registration within ninety days from the date of the application. 

Cooperative Societies are capable to borrow authorized by its by-laws and at an Annual 

General Meeting. A Cooperative Society needs a Board Resolution to borrow and a maximum 
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liability certificate. From a lenders point of view a Cooperative Society is suitable for lending, 

as they are body corporate capable of suing and being sued. 

 

13. Society. An outgrower group can be established as a society. Section 1 of the 

Societies Act 2002 defines a "society" as any club, company, partnership or association of ten 

or more persons whatever its nature or object formed and maintained for the sole purpose of 

carrying on any lawful business. Registration of societies is done under the Societies Act 

Cap. 337 R.E 2002 which was formerly known as the Societies Ordinance Cap. 337 of 1954. 

The application for registration is submitted to the Registrar of Societies in Dar es Salaam 

under the Ministry of Home Affairs which must be accompanied by: 

 

(a) Application letter to the Registrar of Societies 
(b) Form SA1 (application for registration) 
(c) Form SA2 (statement of particulars) 
(d) Minutes and resolution of the meeting approving the constitution 
(e) The constitution 
(f) Register of founding members (not less then 10) 
(g) CVs and photos of office bearers 
(h) Letters of introduction from Village Chairman, Ward Executive Officer, District 

Executive Director, District Commissioner, Relevant Government Ministry 
(i) Fees 

 

14. The registration process of a society typically takes 6 months. Societies are capable to 

borrow, provided it is authorized by its constitution. For lending institutions societies pose a 

high risk as a society is not a body corporate which can sue or be sued. Such risks can be 

mitigated (a) if the lending bank identifies person(s) to bear liability for repayment, or (b) 

receives a third-party security in the form of a guarantees or mortgages, and this third party 

assumes primary obligation for all debts. 

 

15. Recommendations. The key criteria to be used by groups in determining the type of 

entity they want to become will be a result of what the need their entity to do. Their needs 

include: the ability to own land and borrow money from lending institutions, the perception of 

risk by lending institutions, and their ability to distribute profits to members, and the table 

below compares the capacity of the different entities. On the basis of these requirements, the 

most suitable legal entities for the outgrower groups are either company limited by shares or 

primary cooperative society. Cooperative societies in Tanzania have been discredited as a 

result of bad practices of in the past, poor administration and leadership, weak business 

orientation, and corruption. Farmers often are reluctant to establish a cooperative society, so 

it is probable that preference will be companies limited by shares. 

 
Legal entity Land ownership Borrowing 

ability 

Risk 

perception 

Profit 

distribution 

Company limited by guarantee + + + - 

Company limited by shares + + + + 

Non Governmental Organisation + + - - 

Trust - + + + 

Cooperative Society + + + + 

Society + + - - 
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Appendix 4. Attachment 5: Capacity building activities and milestones for outgrower 

companies 
Topic Capacity building activity Milestones 

Village level planning Development of land ownership maps on village level Village Land Certificate 

issued 

 Development of village land-use and development plans Approved Village Land Use 

Plan 

 Sensitization & mobilization of future company members Village land Registry 

established 

Formation of groups Training in group formation  

 Formation of a group  

 Training on leadership and followership, gender awareness  

 Training on conflict resolution  

 Company by-laws and committee  

 Drawing company farm boundary and confirmation  

 Mapping field ownership & allocating of shares   

 Detailed soil survey  

 Request for company CCRO to Village Land Registry  

 Formation of irrigators organisation to obtain water permit Business entity registered 

 Training about different types of legal entities CCRO obtained 

Developing climate-

smart farm plans 

Deciding what to grow and where  

Selection of in-field irrigation system  

Farm design & field layout, linkages with bulk irrigation  

Environmental management compliant with BONSUCRO  

Training on health and safety management  

 Training in forward planning and management Company farm plan 

prepared 

Developing business 

plan 

Training in business and financial skills  

How will the companies finance on-farm investments  

Understanding company structure, staffing & accounting  

 Understanding overhead costs and operating costs  

 Understanding earnings - sugar cane pricing formula  

 What does a company financial model look like  

 Obtaining loans for for on-farm investments from banks Company business plan 

prepared 

Making agreements Electrical connection with TANESCO Contract signed 

 Water permit Water permit obtained 

 Registration with Sugar Board Sugar Board number 

 Agreement on purchase of seed cane from EcoEnergy Agreement signed 

 Cane supply agreement with EcoEnergy Agreement signed 

Obtaining financing Learning how to negotiate with a bank  

 Presenting your farm and business plans Agreement in principal with 

banks 

Tendering Preparation of specifications for on-farm civil works with 

technical backstopping from EcoEnergy 

 

 Preparation of specifications for irrigation and farm 

equipment with technical backstopping from EcoEnergy 

 

 Tendering for farm construction   

 Evaluation of tenders and selection of successful bidders Bank loans signed 

 Signature of contracts for civil works and equipment 

purchase 

Contracts contracts signed 

Farm construction Supervision of on-farm civil works with technical 

backstopping from EcoEnergy 

 

 Installation of irrigation equipment, acceptance of farm 

equipment 

On-farm irrigation systems 

working 

 Hook-ups with bulk infrastructure Crop establishment loan 

sign 

Crop establishment How to do on-farm ridging  

 How to plant ratoons Sugar cane crop planted 

Operating the farm Training on farm management and irrigation  

 Implementation of Financial Management Systems  

 Operating and managing the farm  

 Ongoing Skills Development for continuous improvement  
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Appendix 4. Attachment 6: Training scheduling for one company 
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Appendix 4. Attachment 7: MAFC priorities for climate-smart agriculture 

 

1. Climate-smart agriculture (CSA) is an approach to agriculture that requires site-specific 

consideration of what technologies and practices are most appropriate, so CSA includes practices 

such as sustainable soil and land management, drought and heat tolerant crop varieties, water use 

efficiency and integrated pest management. For example in certain areas, zero tillage can improve 

crop security by retaining out of season rainfall in the soil and also mitigates greenhouse gas 

emissions through reduced soil disturbance. In other areas, such as those featuring hardpan soils, 

practices such as soil ripping are more appropriate for loosening compact soils to improve rainwater 

percolation and reduce runoff. One of the technologies underpinning CSA, is conservation agriculture 

(CA) which emphasized such practices as minimum or no-till direct seeding, soil cover using dead 

mulch or leguminous cover crops to increase soil fertility and crop rotations that are judiciously 

selected to control pests and diseases from the previous crop.  

2. Various forms of conservation agriculture have been practiced in Tanzania for decades, mostly 

for maize and sunflower in drought-prone areas in the Southern Highlands. These have demonstrated 

substantial benefits in terms of yield increases, a doubling of water use efficiency, and more carbon 

stored in the soil. MAFC, in its Tanzania Agriculture Climate Resilience Plan (TACRP), acknowledges 

that while climate-smart agricultural practices have been successful, it has been difficult to achieve 

wider uptake across Tanzania. Some of the barriers are:  

 There is limited knowledge of the costs and benefits;  

 CSA practices and climate adaptation are a low priority in district agricultural development 
plans, as more attention is given to irrigation and raising production;  

 CSA includes many overlapping practices and technologies, selecting those that are 
appropriate depends on many site-specific factors;   

 There is a need for education and training of district agricultural extension staff and farmers in 
order to scale up adoption.  
 

3. MAFC has identified the following climate-smart interventions for up-scaling in the country:  

Practice Types of Interventions 

Conservation agriculture 

Minimum tillage/direct seeding 

Cover crops 

Crop rotation 

Contour cropping 

Mulching / composting 

Intercropping with leguminous cover crops 

Crop rotation 

Soil and water conservation 

Crop residues management 

Mulching 

Rainwater harvesting 

Pit and trench farming 

Ripping and sub-soiling 

Raised beds 

Contouring 

Terracing 

Charcoal dams 

Bunding 

Composting  

Planting basins, tie ridges 

Resilient crop varieties 

Drought tolerant varieties 

Early maturing varieties 

Water efficient varieties 

Pest and disease resistant varieties 

High yielding varieties 

Heat tolerant varieties 

Cropland management 

Crop diversification 

Cover crops 

Bottom valley farming 

Green manuring 

Crop rotation 

Integrated pest management 

Reduced tillage  

Residue management 

Soil fertility management 

Soil fertility evaluation 

Organic and inorganic fertilizer 

Integrated nutrient management 

Water conservation 

Improved manure handling 

Compost integration 

Mulch integration 

Soil conservation 

Agro-forestry 

Establishing tree nurseries 

Agricultural friendly trees 

Crop tree planting  

Woodlots in transition to 

renewable energy fuel use 

Land and catchment reclamation 

Alley cropping 

Windbreaks  

Fodder banks 

River and stream protection 
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4. One of MAFC’s priorities at the central level is to develop guidelines and policy briefs for 

mainstreaming CSA technologies and practices into agricultural programmes. Supporting key actions 

will include: (a) improving the coordination of hydro-meteorological information exchange between 

TMA and MAFC, including a system of feedbacks on key weather and climate information, as well as 

weather forecasts from the end-users perspectives; (b) improved communications to build public 

awareness about climate change; and (c) mainstreaming gender.  At the district level MAFC has 

identified the following key activities: mainstreaming CSA in planning and through training and 

sensitisation of district officials to build better knowledge and practical understanding of CSA; and 

promoting CSA in District agricultural development plans, and monitoring CSA interventions. At the 

farmer level, MAFC wants to build awareness and capacity among farmers through: practical training, 

mainstreaming CSA in Farmer Field School, and field demonstrations of good CSA practices.  
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Appendix 4: Attachment 8. Principles for the Cane Supply Agreement 

 

1. Background.  There are many factors of the sugar value chain that require support, oversight 

and some regulation to enable the sugar industry to grow and to become competitive. Given that 

availability of suitable land is limited, rural populations can gain much from participating in well-

structured private sector developments. The current landscape is ready for an innovative first effort to 

mobilise smallholder outgrower companies in Tanzania. In order to ensure the industry grows in a 

steady and orderly manner, certain pre-requisites and industry standards have to be imposed on all 

stakeholders to provide for fair and equitable developments. Such standards are contained in Cane 

Supply Agreements (CSA) between millers and growers.  

2. In all countries within the East and Southern African region, the sugar cane market is secured by 

legally binding ‘Sugar Cane Agreements’ between the miller and a third party grower. They generally 

cover a period of three years but most certainly would be extended until any outstanding debt 

between grower and miller are re-covered. CSAs detail a number of aspects relevant to cane 

production methods, varieties, pest and disease control, delivery and payment and operate as the 

guiding document for the relationship. 

3. Through the CSA, outgrower companies agree to harvest and deliver to the miller on an agreed 

schedule, all cane of a commercial age during the milling season, with the exception of a percentage 

of cane to be retained as replant seed cane. In addition, should production and market conditions alter 

during the course of the milling season, the miller usually re-negotiates with the outgrower to change 

production and delivery rates for a necessary period. The miller is also not obliged to accept cane not 

grown on designated CSA land areas. 

4. The CSA also details the process of organizing daily delivery schedules and the miller’s 

obligation to purchase cane the cane supplied. At the start of the season outgrowers provide the miller 

with an estimated cane tonnage for delivery and the miller provides the outgrower with a detailed 

delivery schedule based on the estimated tonnage. Daily delivery schedules can fluctuate in ration 

with the daily mill intake with negotiation, with the exception of force majeur. The delivery schedule is 

an important, because it dictates the cut and haul procedures to ensure mill capacity is maximized 

and that the sucrose content of the outgrowers cane does not drop through unnecessary delays at the 

mill gate. This provides both grower and miller with a more efficient harvest and mill operation.  

5. Delivery of cane to the mill is at the grower’s cost and should follow agreed methods to ensure 

delivery is compliant with the millers weighing and offloading systems. If the delivery method is not 

approved by the miller, the miller is not obliged to accept the load. Varieties of sugarcane are also 

usually grown under the oversight of millers – non-acceptable varieties within the mill catchment area 

are usually removed and destroyed. Moreover, all cane seed must be inspected and approved by the 

miller. Millers also instruct growers to control certain pests and diseases and they retain the right to 

inspect cane fields. These measures are put in place for two reasons: to protect the profitability of the 

outgrower scheme and also to protect the investment of the miller as cane diseases could easily 

spread and thus alien varieties and diseases could damage and destroy the nucleus estate crop in 

addition to that of the grower. 

6. To ensure that the percentage of sucrose remains as high as possible, all deliveries to the mill 

must have been cut no longer than 36 hours previously and contain no more than a stipulated 

percentage of trash, tops, roots and dirt. If the stipulated conditions are not met then the miller is not 

obliged to accept the delivery and growers have to collect the cut cane at their own expense; if these 

conditions as stipulated in the CSA are met then the cane becomes the property of the miller who is 

obliged to make payment to the grower regardless of mill stoppages, but within the caveat of force 

majeur (e.g. a national emergency, freak weather conditions, political unrest).   

7. In addition to payment for the cane, outgrowers are usually entitled to take up to a given 

percentage of the weight of filter mud produced after allowing for a loss of moisture content, but only if 

collected within a certain period after delivery; this is a valuable sources of fertilizer. In most countries 
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and mills, the value of molasses is usually factored into the sucrose payment. For all other sugarcane 

by-products the accepted practices in most regional countries (with the prominent exception of 

Mauritius) outgrowers are not usually entitled to revenues generated from them. Recent exceptions 

from this arrangement includes the revenue from bagasse used to generate electricity for sale into 

national grids after meeting the mills own power needs.  

8. The pricing system for sugarcane is one of the more transparent and fair systems available on 

smallholder schemes. It is called the division of proceeds (DOP) that, if well formulated, offers 

growers direct benefits of the market place without the risk of exploitation of weaknesses by the 

market. However, it also impacts in the opposite direction; if the market price drops, then so does the 

price paid for cane. The formula is more or less universally adopted in the sugar industry and it 

enables parties to benefit during thriving times and soften the blow of falling prices to all parties and 

creates a strong partnership between outgrowers and millers. 

9. This cane payment system is largely based around the ‘estimated recoverable sucrose’ (ERS), 

or in Tanzania the Retainment, content of the sugarcane. The ERS is a complex process assessed by 

laboratory testing incorporating a recovery system, percentage brix and fiber, moisture content and 

purity of juice. Milles are usually obliged to provide growers with information on the Retainment or 

ERS of all cane delivered, and if required to separate farmer consignments. 

 

Guiding principles for developing a fair Cane Supply Agreement  

 

10. A well-crafted CSA provides a mechanism to include fairness and equity into an outgrower 

sugarcane scheme such as that planned for Bagamoyo. However, it must be borne in mind that 

developing a CSA is a dynamic process and not an event. The following provides the guiding 

principles for developing a CSA relevant to the business or situation to hand: 

 

• Establish representation for growers and millers within the local context, ensuring that all 
parties have adequate opportunity for expression and comprehension of the dialogue; 
 

• Simple but fair contents that are equitable to all parties; 
 

• As outgrowers become more experienced and knowledgeable, enable refinements to the 
agreement for mutual benefit of the parties;  
 

• CSA needs to be flexible (can be modified by mutual consent) and time bound; 

• Have a well-respected third party arbitrator to determine fairness based on industry norms 

and standards; 

• Make the document to fit its ownership, ensuring that local languages and customs are 

incorporated without making it too complicated.  

• The CSA will need to include the following: 

 Payment parameters; 

 Payment  determination mechanism;  

 Payment range (fixed or flexible); 

 Institutional structures to enable the process; 

 Capacity building and production support activities for outgrowers; 

 Delivery rules and payment mechanisms; 
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 Cane testing procedures to determine sucrose content and other parameters in price 

calculation. 
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Appendix 5: Institutional aspects and implementation 
arrangements 

Approach 

 

1. The programme is the first of 25 BRN public private producer partnerships for MAFC under the 

BRN.  In line with Government policies for agriculture and as a means of ensuring sustainability of the 

activities supported, the programme has been designed with a private-sector-driven orientation, and 

the provisions for its implementation and execution aim at reinforcing this approach. The BRN 

Agricultural Steering Committee has been set up in the BRN Presidential Delivery Bureau as the 

coordination mechanism to work across ministries to deliver results for the objectives already set 

under GOT’s development policies. The Presidential Delivery Bureau has been responsible on behalf 

of the Government for leading the discussion with EcoEnergy and resolving bottlenecks. The MAFC 

will have responsibility for overall programme implementation. The implementation arrangements 

have been developed in line with the requirements of each of the components, while aiming to build in 

climate resilience and capacity for technical support and follow-up at the district level. 

Organizational framework 

 
2. Programme oversight.  Given its key role and existing capacity, the BRN Agricultural Steering 

Committee in the Presidential Delivery Bureau will be responsible for programme oversight. The 

Bureau is able to call upon all Ministries and Departments of government for resolving bottlenecks, 

and MAFC regularly reports to the Bureau on its implementation progress for this flagship programme, 

as required as its progresses towards achieving its other BRN objectives. The Bureau is available at 

all times to follow-up on key outstanding issues, and will specifically review the progress of the 

programme every six months, through programme progress reports, and monitoring the achievement 

of the Annual Work Programme and Budget (AWPB). 

3. Programme execution. The programme will be executed by MAFC through an autonomous 

Programme coordination and management unit (PCMU) established in Bagamoyo district. The PCMU 

will have the following broad responsibilities for: 

 Working with other line ministries and government services, as required, to ensure smooth 
programme implementation; 

 Managing programme activities and IFAD loan funds in accordance with the Fund’s General 
Conditions;  

 Playing a leadership role relative for climate-smart approaches for agricultural development 
under the programme; 

 Playing a lead role in working with outgrower villages sugarcane development; 

 Being an intermediator on behalf of the Government with the private-sector operator 
(EcoEnergy) for the construction of bulk infrastructure and farm company construction for 
outgrower companies as well as for cane purchase and cane supply agreements signed 
between the EcoEnergy and farm companies; and 

 Ensuring clear consistent communications with programme partners, and public relations 
about the programme. 

4. PCMU will have operational responsibility to:  

 Prepare consolidated annual workplans and budgets (AWP/Bs) for the programme and 
submit them to LGA, MAFC and IFAD for comment and approval; 

 Disburse and control the flow of funds for various contractual and partnership agreements, 
and ensure timely submission of supporting documentation; 
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 Undertake national and international competitive bidding for procurement of civil works, 
goods and services (including capacity building) in a timely fashion, as required for effective 
implementation or work with the organizations who are doing so (EcoEnergy and 
Bagamoyo District); 

 Manage relationships with the District and with EcoEnergy; 

 Work closely  with the Council management team (CMT);  

 Manage relationships with programme villages and outgrower companies; 

 Manage performance-based contracts for capacity building service providers for outgrower 
and community development, while ensuring that targeting mechanisms for inclusion of 
women and youth, and HIV/AIDS understanding, are addressed; 

 Promote company formation by outgrowers and agribusinesses; 

 Develop guidelines for climate smart agriculture and livestock activities together with MAFC 
and other programme partners, while ensuring that the requirements of the Environmental 
and social management plan (ESMP) are complied with; 

 Develop and implement a communication and knowledge management strategy to manage 
relations with the public, programme partners, civil society and farmers; 

 Manage all programme activities and supervise all programme activities to quickly address 
constraints; 

 Implement reporting based on a participatory monitoring and evaluation (M&E) system; and 

 Submit programme implementation progress and financial reports to the CMT, IFAD and the 
Government in a timely manner. 

5. PCMU office. PCMU will be located in an office in Bagamoyo district with sufficient space to 

accommodate its officers and maintain financial documentation. The office will be provided with the 

necessary equipment (information technology equipment and furniture) and logistical support to 

enable the officers to effectively undertake their respective duties.  

6. Staffing. PCMU will be staffed with qualified personnel to enable it to effectively manage and 

supervise both field implementation and activities. It will have the following qualified professionals for 

the duration of the programme: Programme manager, M&E officer, Process managers (3) for Capacity 

building, Irrigation development and Wider community development, Financial controller, and 

Procurement officer. It will have the following staff as required, for shorter periods: Bulk infrastructure 

engineer and On-farm development and Water management engineer (5 years), Climate and 

environmental officer, Agronomist, Livestock officer, Agribusiness officer, Community development 

Officer (gender, youth and HIV/AIDS) and Communications officer for seven years. Support staff will 

include an administrative secretary, an administrative assistant, accounts assistant, procurement 

assistant and seven drivers. In compliance with IFAD policies, staff will have medical insurance 

coverage, and GOT will finance its share of the National Social Security Fund (NSSF) contribution.  

7. Recruitment and termination. All PCMU positions, including professional and support staff, will 

be advertised through the national media. All programme staff, including drivers, will be fluent in 

English and Kiswahili. Shortlisted candidates will be interviewed by a selection panel set up by the 

Government in consultation with IFAD. Staff will be recruited under 2-year performance-based 

contracts, and will be evaluated on their performance as (a) a member of the PCMU team and (b) 

relative to the specific deliverables under their responsibility.  Staff whose performance has not 

supported the overall PCMU team or has fallen short of deliverables may be terminated at any time 

with 60-days notice. All staff recruitment, contract renewal and termination will be subject to prior 

approval by IFAD and AfDB. 
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8. Programme integration at the district.  Programmes operating in the district are expected to 

follow the guidelines for decentralization by devolution
101

. The Programme manager will work closely 

with the district Council management team (CMT), which is the an executive arm of the District 

Council Meeting. Other PCMU staff such as Community development, Finance, Agronomist and 

Livestock specialist will also be integral parts of the District facilitation team (DFT). This will allow for 

them to provide working support to their subject matter specialists that will function as facilitators in 

farmer field schools, especially for component two activities. The Programme manager, in 

collaboration with CMT, will be  responsible identifying capacity building needs of farmers and district 

staff, so that the programme can provide financing to respond to these needs. The Programme 

manager will report back twice a year to the CMT about the status of capacity building activities.   

9. At village level, a process referred to as O&OD (Opportunities and Obstacles to Development) 

allows local planning to take place on an informed basis as development opportunities are discussed 

and prioritised. ASDP has sought to further enrich this process to capture issues beyond the social 

domain and more directly related to rural and agricultural development. This has led to the preparation 

of Village Agricultural Development Plans (VADPs), which are integrated within the District 

Agricultural Development Plan (DADP). BASIC will further support the “enhanced” O&OD process and 

bottom-up agricultural development planning process by taking it one step further towards village land 

use planning and implementing the resulting land use plans.  

Component implementation 

 

Component 1. Sugarcane outgrower development 
 
10. Implementation responsibilities. GOT and EcoEnergy will sign an implementation agreement 

laying out their respective roles and responsibilities (see main report para 134). Attachment 1 lays out 

the roles and responsibilities of the different partners at the field level. 

11. Bulk infrastructure development. EcoEnergy has already undertaken soil analysis and 

prepared preliminary design studies both for the construction of the bulk infrastructure as well as a 

draft possible layout for outgrower farms. As outgrowers will be the only source of cane in addition to 

that produced on the nucleus estate, EcoEnergy has a direct interest in ensuring that the irrigation 

system for farmers works efficiently and properly, and brings the technical expertise to get the 

irrigation infrastructure up and running smoothly.  For long-term sustainability, there is a need to 

ensure standardization for the bulk infrastructure built and/or procured with that of the nucleus estate, 

so as to facilitate shared spares stockholding, operation and maintenance requirements, and ensure 

that farmers can draw upon EcoEnergy technical backstopping when needed. For efficiency in 

construction and to promote the long term relationship between farmers and the company, GOT has 

decided to delegate the procurement of bulk infrastructure civil works and equipment and on-farm civil 

works to EcoEnergy, following relevant procurement procedures of the AfDB and IFAD
102

. EcoEnergy 

has already completed procurement of 80% of its civil works for the nucleus estate, and will undertake 

this work at no additional cost to the other partners.  

12. The PCMU will work with EcoEnergy for the detailed design and costing for bulk infrastructure, 

and will participate in each step of the process on behalf of MAFC. This will ensure full ownership and 

understanding for the payment to contractors once the works are completed and the equipment 

procured.  EcoEnergy will be responsible for the supervision of the contractors, their compliance with 

the environmental standards required by the programme, and provision of technical backstopping to 

the PCMU. This includes measures to establish the organization to manage the bulk infrastructure
103

.     

13. Power supply. TANESCO will be responsible for the supply of electricity to power the pumps for 

bulk infrastructure and on-farm irrigation.  TANESCO will supervise the installation of the high and low 

voltage lines, fibre optic cables and transformers. EcoEnergy will provide technical backstopping and 

                                                      
101

 See Appendix 1. Country and rural context for a discussion on the institutional framework for decentralization. 
102

 See Appendix 8. Procurement management for fuller discussion on this. 
103

 See Attachment 1. Roles and responsibilities for the outgrower programme. 
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will participate in discussions by the programme with TANESCO about power supply for the outgrower 

programme. If TANESCO is unable to deliver a reliable supply of power to outgrowers, then power will 

be provided directly from the EcoEnergy nucleus estate. 

14. Additional water storage and bulk infrastructure operation and maintenance. A fully 

privatised entity for the administration, operation and maintenance of the bulk infrastructure will be 

established, and equipped with an office, staff and equipment. Its administrative responsibilities will 

include the collection of water orders from the outgrower companies, payments to the Wami-Ruvu 

Basin Water Office (WRBWO) for water used and to TANESCO for electricity, the collection of water 

fees from farm companies, and the safekeeping and operation of a capital savings account for 

equipment repairs and replacement. Its operational responsibilities will include: establishment, 

capacity building and mentoring of outgrower companies which are considered irrigator organisations; 

the timely delivery of water to the farm boundary of outgrower companies; ensuring the filling of the 

water storage facility during wet periods and managing the release of water from the water storage 

facilities during dry periods, and control of water meters at the farm companies. Its maintenance 

responsibilities will include maintaining the dam wall of the water storage facility; monitoring and 

maintaining afforestation of the water storage catchment areas; and maintenance of the dykes, 

haulage roads, drainage canals and pump stations. IFAD will cover the establishment costs for the 

operations and maintenance entity. EcoEnergy will train the staff of the bulk infrastructure operations 

entity and provide technical backstopping during the life of the 4Ps.  

15. Cost recovery and sustainability. Farmers will pay a fee to cover the full cost of providing 

water up to the farm company boundaries. By PY5, when the first outgrower companies will start 

operations, they will pay a pro-rata fee which will be equal to what they would pay if all companies 

were operating. When half of the 24 outgrower companies have been established, the companies will 

determine how the entity should be operated in the long term.  

16. On-farm development. Initial capacity building work has been ongoing since 2011, and the five 

outgrower villages and four inner circle villages have undertaken land-use planning in order to obtain 

their Village land certificates.  Only two villages are expected to have completed the process by the 

time of programme start-up, and the programme will provide funding and capacity building for the 

other villages to complete the land titling process. The PMCU together with District Land Office and 

the service provider recruited for capacity building with communities will work together to ensure that 

the remaining villages complete the process within 12 months. Civil works for farm construction will be 

procured through Eco Energy and supervised by the PCMU in close consultation with farmers.  The 

identification of appropriate irrigation and farm equipment will be undertaken by farmers with technical 

backstopping from the capacity building service provider together with the PCMU.  Farm companies 

will reach agreement with EcoEnergy for cane supply, and will individually sign cane supply 

agreements. 

17. Capacity building. The capacity building service provider will be responsible, jointly with 

relevant District staff and Departments, for the mobilization of outgrower companies. This will include 

their training and mentoring, the identification of the farm boundaries, the establishment of the 

company structure and the finalization of the request for registration. It will also involve working with 

EcoEnergy to design the civil works required, identification of suitable irrigation equipment and farm 

equipment, preparing business plans for submission to the commercial banks, helping the companies 

to conclude purchase agreements with suppliers for the irrigation and on-farm equipment, and 

undertaking quality control when farms are established, as well as for the acceptance of the irrigation 

and on-farm equipment. The capacity building service provider and the relevant District offices will be 

responsible for ensuring that the requests of the villages are properly completed, and the PMCU will 

be responsible for follow-up with the central Ministries for achievement of the required milestones. 

The capacity building service provider will initially be in rented premises, and will move to the offices 

of the entity for the operation and maintenance of bulk infrastructure when these are built. 

18. Water management at outgrower company level. A key aspect of BASIC's capacity building 

programme will be the development of effective water management at farm level. The shareholders in 
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each outgrower company will operate as an Irrigator Organisation since the company land area will be 

operated as one unit. For efficiency and clarity all roles and responsibilities of effective water 

management will be included in the norms, regulations and management of the outgrower company, 

in addition to their other roles and responsibilities relative to sugar cane cropping. At outgrower 

company management level, a sub-committee chaired by a chairperson will bear final responsibility 

for the task of water management and be the spokesperson and representative of the company in the 

area of water management at higher levels, including with the entity responsible for the operation and 

maintenance of bulk infrastructure. The outgrower companies will be recognized as irrigator 

organisations under the new National Irrigation Act. The outgrower companies will be represented on 

the board of the entity. 

19. Design and construction of bulk infrastructure includes off-river water storage and other 

additional water storage facilities, the dykes for flood protection, the pump stations, the conveyance 

pipes, the drainage canals, and the haulage roads. GOT has agreed to delegate the design and 

procurement of bulk infrastructure to EcoEnergy, who will do it at no cost to the other partners. 

Evidence from a range of water management development projects across several countries
104

 

indicates that involvement of the irrigators in the design and construction contributes to the ultimate 

sense of ownership and understanding of the working of the infrastructure. Since in BASIC the 

outgrower companies will ultimately pay for the infrastructure through O&M and capital cost recovery, 

they will be involved from the start. During the first phases of the planning and design and as well as 

construction, EcoEnergy together with the other partners will consider how future shareholders can be 

involved actively. Benefits of their involvement also include that local knowledge and experience is 

considered while preparing the design. In addition, future shareholders and the local communities 

could contribute to construction through active labour involvement and actively monitoring the quality 

of work of contractors. This will enable the understanding of the future maintenance requirements and 

regulations for protection of infrastructure, i.e. rules for where and how livestock is allowed on or near 

the infrastructure, fisheries and other activities. 

20.  The infrastructure operation entity will manage and maintain the bulk infrastructure, ultimately 

self-financing it through charging of water fees. A key responsibility of the irrigators is thus delegated 

to and organised by this entity. For long term sustainability, it is crucial that the various outgrower 

companies are involved, able to monitor and influence the functioning of the agency as the ultimate 

clients and organisations that fund the entity-supported activities through the payment of water fees. 

This will be achieved through participation on a board of representatives. This will ensure the 

agency’s accountability, and create a platform to solve potential problems or conflicts between 

different outgrower companies arising from flood control or provision of water at times of scarcity. 

Outgrower companies will be encouraged to participate in regular joint meetings to discuss common 

areas of interest including the operation and maintenance of bulk infrastructure, and issues for cane 

production and harvesting.  

Component 2. Climate resilient community development 

21. Village planning. Initial capacity building with outer circle villages will start with climate-smart 

village land use planning, so that the villages can request their Village land certificates. The process 

of initial contact will be led by the District and the PCMU with the capacity building service provider 

that will work directly with the village committees.  Once the villages have prepared their land-use 

plans, and identified areas where boundary delineation work may be needed, the service provider will 

assist them.  Once the land-use plan is agreed upon, the district will support the villages to submit 

their requests for Village land use certificates, and PCMU will follow-up with the central ministries. 

During the land-use planning and village development planning process, villages will identify the 

infrastructure that they need, as well as the type of agribusiness they would like to develop.   

                                                      
104

 Thematic Study on Water User Associations in IFAD projects, 2001. 
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22. Climate-smart village investments. There are three types of village investments: village 

infrastructure investments, household technology grants, and climate-smart field demonstrations.  

Village infrastructure investments can be used to finance physical infrastructure such as alternative 

power supply or the provision of water, or for implementing environmental measures to improve 

climate resilience such as community forestry or riverine afforestation.  The type of activity selected by 

the village will determine how the investment will be implemented.  If a physical infrastructure is 

selected, then the relevant District department will be responsible. If it is a forestry activity, the Forest 

department will work with the communities and will prioritize the investments to be made, including 

identifying the hotspots along the Wami River for riverine afforestation. For villages wishing to develop 

alternative energy supplies, the District and the PCMU will work with REA. Climate-smart field 

demonstrations will be the responsibility of the District agriculture, livestock and forestry 

departments, together with the capacity building service provider. The demonstration programme will 

be determined together with the villages and the PCMU. Climate-smart household technology 

investments are aimed at reducing the labor burden of women and children, and the PCMU will work 

with the capacity building service provider and the District gender department to put in place a 

framework for their execution. The objective is to reach a critical mass of adopters, so that the 

technologies become well-known and people will use their own funds to make these improvements 

following the demonstration period.  

23. Climate-smart business investments. The inner circle villages that will not benefit from 

outgrower development will be the first villages to be targeted under this component, because of their 

proximity to the nucleus estate and the greater population density. The capacity building service 

provider will work with these villagers to assist them to begin to articulate a vision for the type of 

business investments they think are feasible, and to obtain CCROs for the future companies. The 

PCMU will also be responsible for undertaking value chain analysis to ensure marketing for the 

supported enterprises.  

24. Capacity building. The capacity building service provider will be responsible for the mobilization 

of agribusiness group enterprises and other small and medium enterprises, their training, the 

identification of the farm boundaries, the establishment of the company structure and the finalization 

of the request for registration, identifying farm equipment for purchase, preparing business plans for 

submission to the commercial banks, and mentoring the business as they initiate activities. The 

capacity building service provider and the relevant District offices will be responsible for ensuring that 

the requests of the villages are properly completed, and the PMCU will be responsible for follow-up 

with the central Ministries for achievement of the required milestones. 

25. Institutional strengthening. The PCMU will be responsible for procurement of equipment and 

vehicles for programme implementing partners, including the District departments.  The Departments 

themselves should identify their priorities in terms of equipment as well as training, and these will be 

included in the AWPB.  PCMU will conclude specific performance agreements with the WRWBO for 

the activities they are expected to implement.  

26. External monitoring. The Stockholm Environment Institute (SEI) will be responsible for external 

monitoring of the Social and Environmental impacts of the whole Sugar project.  IFAD is planning to 

provide a small country grant for SEI to establish the baseline situation in the programme area, and to 

develop a long-term monitoring programme. SEI will then prepare a large country grant proposal for a 

first five-year tranche of monitoring work.   

Annual Workplans and budgets 

 
27. RB-AWPBs and annual reviews. PCMU will prepare Results-based Annual Work Plans and 

Budget (RB-AWPBs) to serve as the basis for planning implementation and progress monitoring. The 

programme will be implemented in accordance with the Government’s fiscal year. In order to feed 

back experience gained and lessons learned, review workshops will be held in September-October 

each year to discuss the previous year’s progress, identify constraints and develop solutions with 

stakeholders and programme partners. The annual review workshops will be a participatory process 
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by which stakeholders, through their representatives, can have a positive influence on programme 

implementation and, at the same time, monitor and evaluate the outcomes. Preparation of AWPBs 

may be initiated during the review workshops. 

28. The AWPBs will include a detailed description of planned programme activities and expected 

outputs during the coming year; the financing and sources for each activity; and the institution 

responsible for implementation. The presentation of the AWPB will follow IFAD guidelines for the 

preparation of AWPBs and progress reports and government participatory planning procedures. To 

bulk procurement and achieve value for money, the AWPBs will also include a rolling 24-60 month 

procurement plan (given the long lead time required for the design and construction of civil works). To 

ensure timely procurement, and in the interests of advance planning, a detailed timetable (date of 

submission of terms of reference/bidding documents to IFAD for prior approval, request for bid 

publication, bid opening, evaluation and selection, final approval by IFAD, contract signature, delivery, 

final payment) will accompany each procurement plan. MAFC will submit each draft consolidated 

AWPB and procurement plan to IFAD for comment and approval, no later than 1 April of each year. 

Adjustments to the approved consolidated AWPBs may be made during the course of the year, 

subject to prior approval by IFAD. 

Programme start-up 

 
29. IFAD intends to provide a small country grant to MAFC to support the Ministry in achieving 

implementation readiness for the start-up of the programme.  The purpose of the small country grant 

is to enable MAFC recruit programme staff. MAFC and the newly recruited PCMU staff will then 

develop together with District departments an approach for rolling out programme activities for 

community development, carry out field sensitization together with the district, initiate land-use 

planning activities with the first six outer circle villages and prepare the implementation guidelines for 

the programme.  

30. Programme implementation guidelines. Instead of preparing one bulky implementation 

manual for the whole programme, it makes sense to elaborate short user friendly guidelines, one for 

the outgrower development component and the other for agribusiness and small and medium 

enterprise development.  Two more sets of guidelines are also needed for programme staff 

procedures and financial management. It makes sense to have separate guidelines for outgrower 

development and agribusiness, as well as a programme operations and financial management 

guidelines, so that PCMU staff have clear information to give to service providers on procedures and 

a transparent framework for personnel management. It is expected that the component guidelines will 

include: a description of activities to be financed; implementation arrangements, including the roles 

and responsibilities of partners; criteria for selecting farmers and farmer groups; targeting 

mechanisms to be used; cross-cutting themes to be addressed (gender, youth and HIV/AIDS); and 

general information about the financial and physical reporting requirements of implementing partners 

and contractors.  The guidelines to be prepared are: (a) guidelines on outgrower sugarcane 

development; (b) guidelines for the development of agribusiness companies and small & medium 

enterprises; and (c) programme operations manual and financial management manual. For efficiency 

and consistency the two component guidelines may at the same time form a basis for the training 

material to be developed for capacity building as well as the communication material produced. As 

such the capacity building and communication experts need to work closely with the technical experts 

on preparing these guidelines.  

31. District and village launch workshops. The programme will be promoting a business-oriented 

and performance-based approach to all activities. There is a need to communicate the commercial 

approach of the programme at start-up and launch to assist partners, Bagamoyo district 

administration, and collaborating institutions to fully understand that the programme is dynamic and 

focused on delivery of results. Launch workshops should take place at different levels, with gender 

balance sought among participants.  
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 At the national level, key government policy- and decision-makers should be invited, as well 
as key stakeholders, including representatives of research institutes and other technical 
experts, key NGOs, private-sector bodies relevant to the sugar sub-sector, financial 
institutions, donor bodies and representatives of civil society.  

 The District-level launch workshop should bring together the District Council and District 
technical departments, NGOs, development partner-funded projects, various private-sector 
value chain stakeholders and civil society, and representatives for the future benefiting 
villages. 

 District departmental staff and the PCMU should also hold sensitization workshop at the 
village level to bring understanding about what the programme is expected to do.   



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 5: Institutional aspects and implementation arrangements 

 

153 

Appendix 5. Attachment 1: Roles and responsibilities for the outgrower programme 

Institution Legal Mandate Roles and responsibilities 

GOT Laws of Tanzania  Signed foreign investment agreement with EcoEnergy to 
bring economic growth and development from investment in 
sugar cane growing and processing; 

 Promotion of private sector-led sugar sub-sector 
development as part of its national agricultural development 
policy and ensure a conducive environment; 

 Efficient coordination among ministries and agencies to 
ensure that private sector partner can fulfill conditions to 
reach financial closure by mid 2015;  

 Ensure coordination/support from its ministries for 
outgrowers to have land and water rights, registered their 
companies, and timely provision of electricity by TANESCO; 

Provide financing to promote commercial agricultural 

production by sugarcane outgrower companies through public 

private producer partnerships (4Ps) - IFAD/AfDB funding. 

MAFC/PCMU Laws of Tanzania  Responsible for execution of outgrower sugarcane 
development together with private sector partner 
EcoEnergy, and execution of climate resilient community 
development activities, through district technical 
departments; 

 Manage the service provider for capacity building 

 Manage relationship with villages and companies 

 Responsible for coordinating partners for field level 
execution of all planned activities; 

 Responsible for national and district partnerships building;  
Help outgrower companies to establish themselves in line with 

the laws of Tanzania and regulations of the sugar sub-sector. 

Bagamoyo district Laws of Tanzania  Help smallholder farmers get customary titles (CCROs) for 
their land so they can form outgrower and agribusiness 
companies and access financing from commercial banks; 

 Help village residents in programme area address their 
socio-economic needs, and undertake investments in village 
infrastructure; 

 Implement capacity building activities 
Promote adoption of climate-smart measures for village 

planning, infrastructure development and agricultural and 

livestock production, and waste management. 

EcoEnergy Private sector investment 

for sugar production and 

processing in Bagamoyo 

under MOU with GOT 

signed on in 2006, and 

associated agreements: 

Certificate of Incentives 

(2012), Strategic Investor 

Status (2013), 

Performance Contract 

(2013), Power Purchase 

Agreement (under 

negotiation); and 

Shareholder Agreement 

(under negotiation with 

TANESCO). 

 On land provided by GOT, run its own estate and mill in line 
with its own policies on corporate social responsibility, 
including for the environmental; 

 Mobilize outgrowers and support their sugarcane 
production, including: 

 technical backstopping and procurement services for 
establishment of irrigation by outgrower companies; 

 operating nursery and supplying quality cane to 
outgrowers;  

 procure on behalf of outgrowers civil works and 
irrigation and other equipment; 

 providing other inputs (fertilizer & chemicals);  
 technical training for farmer companies is all aspects of 

sugar cane husbandry, and technical backstopping to 
the the Bulk infrastructure operations agency; 

 Ensure processing capacity for all sugarcane produced by 
outgrowers and smooth continuous operation of the mill; 

 Purchase of all sugarcane produced within 40 km of mill by 
outgrowers recognized by TSB and in line with EcoEnergy-
outgrower cane supply agreements. 
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WRBWO The water Resources 

Management Act 2009 

 Manage and oversee water resources management on 
the Wamu/Ruvu water basin, including technical, 
hydrological and institutional aspects  

 Control and hand-out of water use permits 

Bulk infrastructure 

operation entity  

Legal framework to be 

developed during 

programme implementation. 

Owned and operated by 

outgrower cane companies 

with backstopping from 

EcoEnergy. 

 Ensure operation and maintenance of outgrower bulk 
infrastructure (water storage, dykes, roads, drainage 
canals and pumps) so that adequate water is available at 
the right time for sugarcane outgrower companies 
production on a full cost recovery basis; 

 Collect fees for providing water to outgrower companies 
according to their water usage; 

 Safekeeping of funds for equipment repair and 
replacement. 

Outgrower sugar 

cane 

companies/associati

ons/ cooperatives  

To be established under 

relevant law of Tanzania, 

and registered with 

Tanzania Sugar Board as a 

cane producer, and with 

Tanzania Revenue 

Authority 

 Obtain CCRO for the consolidation and development of 
cane companies; 

 Establish their own companies with farmers as 
shareholders and employees, and participation of women 
and youth (both men and women);  

 Obtain credit for irrigation equipment and crop 
establishment from commercial banks; 

 Learn about sugarcane growing from EcoEnergy and be 
honest supplier of cane; 

 Management of outgrower farms in compliance with the 
technical standards set by EcoEnergy for planting, 
maintenance and harvesting as laid out in the cane 
supply agreements; 

 Manage water as per the water use permit, manage and 
maintain the on-farm irrigation system 
Delivery of green-harvested cane to EcoEnergy mill; 

 Receive cane payments from EcoEnergy, pay company 
overhead and staff; 

 Pay for operation and maintenance of bulk infrastructure;  

 Pay taxes to TRA and distribute net company earnings 
among shareholders. 

 Participate in farmer to farmer/company to company 
capacity building activities 

Sugar outgrower 

community 

organisations 

To be determined – 

associations to support 

socio-economic-cultural 

changes 

 Help farmers to understand how to:  

 Promote modernization and household change 
management as income from sugarcane increases; 

 Empower farmers through literacy development, 
and building financial and business management 
skills; 

 Provide a means for undertaking other economic 
activities. 
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Appendix 6: Planning, M&E and learning and knowledge 
management 

Overview 

 
1. During the first year, the programme will establish a state of the art monitoring system fully 
compliant with IFAD’s Results and Impact Management System (RIMS) and ASAP financing 
requirements. The M&E approach will be based on: 
  

 Focus on sustainability (environmental and commercial) through usage of relevant indicators 
and score-cards for self-monitoring by companies and agribusinesses; income monitoring per 
beneficiary and frequent updating of economic and farm models; and a high degree of district 
involvement;  

 Transparency in all interactions through public provision of information; external monitoring; 
and SMS-based feedback systems for programme direct and indirect beneficiaries;  

 Value for money in technical assistance to farmers and strong participatory capacity building 
approaches;  

 Usage of participatory tools such as SMS-monitoring; MPAT and WEIA indexes to be used 
by communities as beneficiary self-assessments; efficient evaluation of trainings and other 
activities and participatory development of key performance indicators;  

 State of the art technology such as tablets and smartphones for district and PCMU staff; 
SMS-systems and integration with GIS systems to ensure that data and information is readily 
available;  

 Rigorous evaluation of impact in response to high beneficiary cost and spill-over effects of 
the investments; 

 A dedicated focus on pro-active communication and partnership approaches, with clear 
messages and evidence based information for capturing lessons learnt and for policy 
dialogue; and 

 Mainstreamed external monitoring process for positive and sustainable development 
outcomes.  

 
2. The programme will use a mix of participatory systems and conventional studies, using a two-
pronged approach of qualitative and quantitative methods with the ambition to have information 
readily available for managers to make informed decisions and use of resources to optimize results; to 
form basis for planning; accountability for achievements and to ensure evidence based information 
and analysis. The programme will have a fully-fledged internal monitoring system. In addition, 
EcoEnergy has already, and will continue to, undertake monitoring of nucleus estate and mill activities 
including community development in the surrounding areas. IFAD will secure financing for additional 
external and independent monitoring of socio-economic and environmental impacts through a country 
grant to the Stockholm Environmental Institute (SEI), and for multi-stakeholder platforms to support a 
broad civil society understanding of the 4P approach and form a basis for GoT in up-scaling public-
private partnerships under the BRN initiative. This Appendix contains the outline of the envisaged 
programme planning and learning cycles, M&E systems and draft communications strategies. 
Attachment 1 outlines additional technical guidance developed for implementers.  
 

Approach 

 
3. One monitoring framework. As with other co-financed projects (AfDB; ASAP; IFAD; GoT; 
others), the programme is likely to experience a array of reporting requirements at different times and 
with slightly different definitions. Each funding source has to be accountable vis-á-vis impacts 
achieved and money spent. The programme will implement one M&E system following the same 
approach on data collection, analysis etc. Efforts will be made to clearly trace each individual and 
each activity to avoid double counting and to ensure a structure that meets all reporting requirements 
in terms of where funding is directed to, the number of beneficiaries and activities implemented. At the 
development objective and impact level, however, it will not be possible to separate the benefits 
accruing from each investment, as they are all complimentary to one another. If, for example, the bulk 
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infrastructure investment (AfDB financing) does not take place, no irrigated outgrower farms can be 
established. If no village certificates are issued (IFAD; ASAP), no outgrower farms can be established, 
and infrastructure would remain idle.  
 
4. Direct beneficiary monitoring. Direct beneficiaries are defined as households participating in 
either an outgrower company, an agri-business or an SMS, as well as employees of these and of the 
nucleus estate; an expected 9,500-10,000 households

105
. Data will be collected at household level, 

through their participation in various activities, including demographics, livelihoods and a narrative for 
capturing qualitative information. The database will be structured and aggregated at 
company/agribusiness level for performance monitoring and for income and impact level estimation, 
and should build on the existing work regarding PAP (see below). This will be tracked over time in 
terms of profits and dividends paid to members (income) and performance of the business. This will 
be supplemented by programme specific studies.  

 

5. Indirect beneficiary monitoring. Indirect beneficiaries, who benefit from village planning 
processes and land tenure security at large, as well as spin-off jobs created by the investments will be 
monitored though baseline studies undertaken by the programme. This will be supplemented by 
district level statistics on production and livelihoods, assessing changes in the communities over time. 
SEI external monitoring will similarly provide a useful independent view on the overall impact and spill-
overs of the programme.  

 

6. Project affected people (PAP). As part of the resettlement and compensation exercise 
associated with the EcoEnergy nucleus estate, a Resettlement Action Plan (RAP) was developed. A 
company has been contracted to oversee its implementation and a substantial database developed 
tracking the affected individuals. The PCMU will continue to build on this database to track the impact 
on peoples livelihoods after the resettlement is finalised. Stratified sampling of the programme 
baseline survey will ensure that this target group is specifically targeted.  

 

Organisation 

 

7. M&E and COM officers. Two officers will be responsible for the activities listed in this 
Appendix: the M&E officer for performance monitoring and ultimately evaluation, and the 
communications officer for knowledge management, learning and internal and external 
communications. They do, however, not work in isolation. They ultimately support the work of the 
Programme manager, and technical officers will be responsible for fine tuning indicators, developing 
data collection and reporting tools, as well as interacting with district and service providers.  
 
8. District level M&E. The various technical District departments will work closely will the 
technical officers of the PCMU to capture M&E information, including production statistics, figures on 
group formation and progress of land use planning. The Planning department will consolidate 
information and provide overall guidance, jointly with the PCMU M&E officers; the PCMU will similarly 
share all information with the District, through formal reporting channels to the village council, as well 
as to technical officers as needed. The district will be equipped with state of the art compatible tablets 
for data collection and receive training in excel to be able to capture and compile information 
systematically and efficiently.  

 

9. Participatory and self-monitoring approaches. A central feature of the programme will be 
the growing ability of outgrower and agribusiness companies and other value chain actors to prioritize, 
plan, implement, monitor and evaluate the activities they undertake and associated resource flows. 
This is not only critical to programme effectiveness, but also to ownership and sustainability. Capacity 
will be built for stakeholders to diagnose their challenges and constraints, identify solutions, develop 
action plans and be able to monitor an evaluate performance. Book and record keeping will be 
promoted at farmer, company and village levels. Similarly, implementing agencies will be responsible 
for monitoring activities they implement. All entities will report to the PCMU on quarterly basis against 
the set targets. A score-card approach will be implemented by the PCMU to allow agencies to 
benchmark their own performance against commercial indicators and performance progress.  

                                                      
105

 See Attachment 3 of M&E working paper for the applied definitions and assumptions.  
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10. Linkages with EcoEnergy. The partnership approach with EcoEnergy builds on mutual 
dependency and risk-sharing. Sharing of information is one of the pillars in this partnership. The 
PCMU and the outgrower companies will have information on production of the mill, e.g. sucrose 
rates; on agronomic practices and of the overall economic performance of the investment. Statistics 
will be shared on a regular basis according to an identified needs schedule, while other information 
will be shared with the PCMU and directly with outgrowers as needed. The PCMU will have the 
responsibility of ensuring that knowledge is shared broadly en generally understood. The PCMU will 
also ensure that programme performance data reaches EcoEnergy, along with any environmental or 
social information gathered.  

 
Activities 

 

11. Start-up. Internal and external processes will characterise the start-up phase. PCMU, MAFC 
and District staff will have to internalise the design documents and the partnership principles on which 
the programme is built. An internal workshop will fine tune the planning, operational, financial and 
reporting arrangements. Two main audiences will be targeted for programme launch: project 
beneficiaries, district staff and other implementing partners, as well as the wider public at large, who 
will be targeted with a public launch and through regular media briefs on project process and 
principles.  
 
12. Development of indicators. The log-frame has been developed to contain key indicators for 
performance benchmarking and indicators which make commercial sense for sustainability. A 
participatory approach will be undertaken to further fine tune the data needs, to reach common 
understanding of each and to gain input from programme beneficiaries on key performance indicators, 
relevant measurements for livelihoods improvements, and efficient systems for collection of 
information.  

 

13. AWPB development. Annual work planning will be undertaken by the PCMU though a bottom-
up approach by combining work plans of implementing partners (including district) and setting 
benchmarks for expected performance and targets in a results framework, closely linked to the overall 
log-frame. The PCMU will consolidate to: (i) define programme activities and outputs; (ii) 
accommodate field-level famer group needs and priorities; (iii) review and adjust approaches based 
on implementation experience; and (iv) set realistic targets each year.  

 

14. Annual reviews and planning. Participatory annual reviews of programme performance will 
feed into planning for subsequent years and should involve all stakeholders including farmer 
representatives, implementing partners, district and ministry staff. Recommendations from external 
monitoring partners (SEI, ANSAF) will be taken into consideration and policy briefs developed based 
on implementation experience.  

 

Studies and reporting 

 
15. Reporting. The Programme manager will be responsible for submission of bi-annual reports to 
IFAD and Government, as well as report to the relevant district bodies. Annual reports will reflect 
cumulative progress against targets; updated farm and economic models; list of activities undertaken; 
and assessments of the performance of each implementing partner. Financial progress should be 
reported on and linked to the activity level, along with procurement, staffing and other management 
issues. IFAD’s Results and Impact Measurement System will similarly be reported on in these reports, 
for separate submission every 31 March. RIMS indicators are included in the log-frame and includes 
the mandatory impact level indicators; relevant ASAP indicators and the mandatory outreach figures.  
 
16. Baseline and impact evaluations. Rigorous baseline, mid-term (PY3) and end line studies will 
be undertaken at household and village levels by competitively recruited, competent consultancy 
firms. A detailed methodology is drafted in the M&E working paper and will be further elaborated by 
the PCMU as part of bidding documents to ensure high quality methodological approaches.  
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17. Mid-term review and project completion reports. As lead agency, the MAFC will prepare two 
mid-term reviews assessing (i) programme achievements against targets; (ii) efficiency and 
effectiveness of programme management and approaches; (iii) validity of programme design; (iv) 
outcome and impact achieved (based on the above mentioned study); and (v) sufficiency of the 
financial envelops. Suggested changes in the implementation approach or log-frame as well as any 
loan amendments should be established for endorsement by IFAD. No later than 6 months after 
programme completion, programme completion will be undertaken for the bulk infrastructure 
development component and for the programme as a whole, following AfDB and IFAD guidelines, 
respectively.  

 

Methods and tools 

 

18. IT-infrastructure. The programme will develop a state of the art technological basis for 
monitoring, based on planning tools such as Gantt charts in MS Project; tablet-based fully digital data 
collection in Excel tables; programme databases in Access; and GPS collection for integration with 
GIS tools under the technical components. All staff, in particular the M&E officer, will receive training 
in Excel and other data handling topics. District staff will also be included. The objective will be to 
collect all data digitally in order to avoid mistakes and have data readily available for analysis and 
decision making.  
 
19. Participatory and transparency SMS systems. A service provider will be recruited to develop 
an sms platform for feedback between the PCMU and beneficiaries to enable the PCMU to share e.g. 
agronomic or pricing messages with participating farmers; and to enable farmers to provide feedback 
on the quality of services they receive, for example training. Crowd-monitoring principles for 
transparency especially under infrastructure and other tangible investment components will be 
developed, with the PCMU regularly informing the general public of work expected to start and on the 
scope. Programme beneficiaries, as well as external stakeholders will be able to, anonymously 
provide feedback on actual implementation of these activities. This could relate to delays or diversion 
of materials, etc.  

 

20. Quantitative methods. Given the magnitude of investment in a relatively small and sparsely 
populated area, impacts of the investments are likely to spill into communities as a whole. At the same 
time, the main implementation approach and at the same time key risk, is the transformation of 
mindsets from subsistence rain-dependent low input – low output farming communities to commercial 
entities working together in village structures. The programme will employ a range of qualitative 
methods to monitor this mindset change; capture empowerment and change implementation 
approach as needed. Impact measurement will also have to be able to capture these less tangible 
development outcomes.  

 

21. Tracer and case studies. To evaluate training programmes and their subsequent levels of 
adoption by farmers, tracer studies will be undertaken of ex-trainees and other programme 
beneficiaries to capture changes in their production and ultimately livelihoods. Similarly, the 
programme will sample a large number of individuals (direct, in-direct and non-beneficiaries) to 
document changes in their lives over time. This will be an important part of attribution of programme 
interventions, to show impact and to tell the story of the programme; a communications tool.  

 

22. Beneficiary self-assessments – MPAT and WEIA. The IFAD multi-dimensional poverty 
assessment tool (MPAT) and the reduced form Women Empowerment in Agriculture Index (WEIA) 
are participatory monitoring tools. These can help communities visualise their development status and 
develop action plans for the future.  

 

23. Effective learning visits. To ensure efficiency and actual learning from exchange visits, the 
PCMU will develop a methodology for structured learning, as per the PROCASUR learning route 
principles.  
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Knowledge management and leaning 

 

24. Knowledge management and learning (KM&L) is emphasised in the design for three reasons: 
(i) improved project performance and results; (ii) scaling up; and (iii) sharing of results internally and 
externally, across a section of audiences. A learning system in which KM&L is part of the programme 
management approach and closely linked to M&E, communications, information management and 
innovation will be established in the first year. The system should outline what actions managers staff 
and implementation partners will take to ensure they generate, package, store, access, and use 
knowledge and information. The Learning System will be linked to the programme goals and 
objectives, and be mainstreamed in the implementation of the programme components. It will include 
the five aspects of integrated KM&L as developed by IFAD-Africa: information management; 
monitoring and evaluation; innovation and experimentation; internal and external communication; and 
learning and adaptation.  
 
25. The Learning system. KM&L involves the creation, capture, documentation, packaging and 
distribution of information and knowledge throughout the programme, as well as externally. Effective 
sharing of knowledge must be timely in order to respond to arising questions and needs. The basis for 
creating a Learning System in the programme, which involves a KM strategy and a plan that is closely 
linked to M&E, Communication and Information management.  

 

26. KM&L Plan – a template. In the initial stages of implementation, the programme will develop a 
KM&L plan. The plan will ensure that KM activities are implemented in close collaboration with other 
programme activities, not in isolation. The M&E and communications staff will work with the rest of the 
PCMU to draw the plan. It is desirable that all staff actively participate in the implementation of the 
plan. Another point of emphasis is to include activities from the plan in each year’s AWPB and ensure 
that these activities have indicators which can be monitored though the overall M&E system. A 
functional plan should include needs identification; identification of resources to help respond to the 
needs; obtaining the resources; retrieving, sharing and applying knowledge; and finally, storing data. 
The programme is an innovative 4P which will be implemented towards fill scale and economically 
viable participation of smallholder farmers in commercial sugar agriculture as outgrowers, as well as 
other crops and SMEs. It thus requires a dynamic Learning system to keep track of key messages, 
lessons learned ad share them with stakeholders. The plan should contain:  
 

- Knowledge needs assessment;  
- Strategic objectives;  
- KM&L indicators and links to achieving the overall objectives in the log-frame; 
- Internal e-library / repository establishment; 
- External channels development such as webpages and printed materials;  
- Methodology for documentation; 
- List of knowledge products, e.g. meetings, learning visits, sms and radio at farmer level; 

learning visits; district and national level print materials and audio-visuals through TV; and a 
PCMU webpage;  

- Data storage and retrieval;  
- Roles and responsibilities; and 
- Experience capitalisation.  

 
Communications 

 
27. The BASIC programme, because it involves working with many different stakeholders at 
different levels from villages to ministries, requires that the PCMU design a communication strategy 
that may be combined with the KM&L plan. A communication strategy should also have a goal and 
objective to support clear and targeted sharing of information. The strategy formulation shall be 
participatory in order to ensure that programme staff appreciate the importance of both internal and 
external communications efforts.  
 
28. Drawing up a communications strategy can be done in many different ways. Below is listed 
bullets to guide the programme in drawing a practical, proactive and relevant strategy. The strategy 
should clearly show the objectives, audiences, messages, tools and activities, resources, timelines 
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and an M&E framework. In this case, before drawing the strategy, the programme shall undertake a 
communications needs survey to establish the nature and type of audience, their information needs, 
their preferred choice of channels, and how they can provide feedback. Steps in the strategy 
development are outlined below. 

 

- Conduct a communications survey/situation analysis. Information needs assessment; 
categories of audiences; available channels or tools; leaving out no audience. Audiences 
include: village, ward, district (technical and political), regional, ministry level, the private 
sector partner, learning institutions.  

- Context and environment. The PCMU will have to demonstrate a clear understand of the 
communication context in which this strategy is meant to be implemented. This includes 
physical/geographical context; socio-cultural; economic. All these influence the kind of 
messages to be communicated and the tools to be used. As such, to ensure that the 
messages are targeted and focused, and that tools/channels are appropriate, the context has 
to be established. This is especially important for Behavioural Change Communication (BCC) 
which in the case of BASIC will be emphasised.  

- Objectives. These should be aligned with the project and goal objectives; to emphasise the 
fact that communication enables the programme to achieve its core objectives. The 
importance and relevance of communication is to contribute to realising the overall 
programme goal. 

- Audiences. The PCMU will identify the different audiences with whom they will need to 
communicate to achieve their objective. Targeting is a critical aspect of this strategy, with 
focus on BCC at farmers level. At other levels, priority will be on creating buy-in, clarity and 
objectivity. Communities within the 40 km radius are the lower level audiences.  

- Messages. For maximum impact, it is important to develop key comprehensive messages 
that cover all aspects of the programme, and which emphasise the different elements of 
diverse target audiences. These messages should clearly be summarised into at least 3 main 
buzz lines which can be constantly repeated, are easy remember, and create a positive 
image about the program,,e.  

- Tools, channels, activities and materials, based on the target audience.  
- Resources. To be identified in AWPB.  
- Resource centre. A physical resource centre should be set up at the PCMU with key 

information materials, such as records of the RAP, village planning etc.  
- Timelines. With key milestones, events and activities. 
- Monitoring, evaluation and improvement. Regular communications audits should assess 

the effectiveness of communication with various audiences.  
 
29. Implementation. Once the communications strategy has been formulated, the PCMU will 
embark on its implementation. One thing is to have the strategy, another to successfully execute it so 
that intended results are obtained. Firstly, the PCMU should ensure sharing of the document internally 
and that staff are conversant with the content. Specifically, the lines of communication must be 
established at the start of implementation – who will be the spokesperson of the programme? How do 
we avoid mis-communication?  
 

External monitoring 

 
30. To supplement internal programme monitoring, and monitoring carried out by EcoEnergy (e.g. 
in pursuit of BONSUCRO compliance), IFAD will provide two country grants for external programme 
managing, following an arm-length approach. This will not substitute for any programme monitoring 
responsibilities and a degree of coordination is required between the grant recipients and the PCMU. 
The programme has already achieved attention from local and international stakeholders, which is 
likely to continue, given the innovative model; and the large impact the investments are expected to 
have on livelihoods, the local economy, and the environment. It will be necessary to monitor positive 
impacts as well as any negative impacts, attempted mitigated or unforeseen. It will be necessary to 
have an inclusive, participatory and transparent strategy to include various stakeholders and have 
fora for dissemination of information and for stakeholders to express any opinions, concerns or 
recommendations.  
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31. Stockholm Environmental Institute (SEI). SEI have been part of the public debate 
surrounding the establishment of the private sector investment; being a Swedish organisation, they 
have taken particular interest in the company and expressed concerns about social aspects of the 
programme. Through a small country grant, they will undertake a comprehensive, multi-disciplinary 
baseline survey, covering all aspects of the investment (nucleus estate, mill, outgrower and wider 
community investments) and incorporating environmental baseline data. Although some data 
collection will take place, especially related to environment, SEI will work closely with local partners 
and rely on external data to the extent possible. It is expected that the small grant will be followed by a 
large grant for continued long-term monitoring of the programme, including assessing the successes 
of the programmes in making villages climate resilient; socio-economic data and information for 
assessing greenhouse gas emissions. SEI will be expected to present their findings to the ANSAF 
platforms, as well as to the PCMU and EcoEnergy on a regular basis with the aim of developing an 
action plan for implementation of recommendations.  
 
32. Agricultural Non-state Actors Forum (ANSAF). As part of the external monitoring strategy, 
the programme will support multi-stakeholder dialogue and learning, to be led by ANSAF, under the 
International Land Coalition. In a high profile programme such as this one, it is important that non-
state actors understand the “4P’s” approach. The platform will be inclusive and have tools which 
engage non-state actors in understanding Government policy. Similarly, the platforms will play an 
important role in developing an upscalable model for other BRN projects. The PCMU will actively 
provide information to the forum and participate in all meetings.  
 
33. BONSUCRO certification. As part of their corporate social responsibility, EcoEnergy will aim 
to achieve BONSURCO certification of the mill as well as the whole value chain, including outgrower 
companies. This includes: obeying all relevant laws; respecting human rights and labour standards; 
manage inputs, production and processing efficiently to enhance sustainability; proactively manage 
biodiversity and ecosystem services; and continuously improve key areas of the business. An 
independent BONSURCO-accredited company will audit and issue a certificate of compliance if the 
five core criteria are met along with 80% of the indicators. This will be initiated by EcoEnergy, but 
independent monitoring carried out on annual basis by the accredited company, financed through a 
“certification fee” of mill production tonnage. Guidance documents will be developed for outgrower 
companies to ensure adherence to these best practices. Ultimately, EcoEnergy will be able to market 
their products as certified on the international markets.  
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Attachment 1: Available technical implementation notes 

 

1) M&E principles and levels of monitoring 

2) Alignment to government monitoring  

3) EcoEnergy and information flows 

4) Specific focus areas of monitoring 

5) Indicators of the log-frame 

6) Additional indicators and risk monitoring 

7) Score cards for self-monitoring of company/business sustainability  

8) Impact evaluation methodology 

9) BONSUCRO 

10) Effective learning visits 

11) Template KM&L plan 

12) Outline of communications plan 

13) Writing a case study 

14) List of relevant documents  
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Appendix 7: Financial management and disbursement 
arrangements 

1. A Financial Management Assessment (FMA) has been undertaken as part of the programme 

design. The objective of the FMA is to provide assurance that there will be sufficiently strong financial 

management systems and controls in place to properly manage, control and report on programme 

finances. This is in order to ensure that programme funds will be used effectively and efficiently for the 

purpose intended. The overall BASIC fiduciary risk assessment at design is initially assessed as high; 

mitigations have been proposed and the final rating remains a medium risk. 

2. IFAD guidelines require that the assessment be done at two levels: First level; the country level/ 

inherent risk assessment which is desk based exercise based on secondary literature and second 

level a Programme specific assessment based on a structured FMA Questionnaire (FMAQ). 

3. Country level/ Inherent Risk. Tanzania’s annual Corruption Perceptions Index (as published by 

Transparency International) in 2013 puts the country at 111th position (out of 177 scored countries) 

scoring, 3.3 in 2013 (3.5 in 2012) and still falls in the medium risk category (>3).  However, when 

benchmarked against its neighbours Kenya, Uganda, and Mozambique, the country is perceived to be 

performing better (World Bank 2012).Nevertheless, international assessments seem to indicate that 

the situation in Tanzania is deteriorating. In the 2013 Global Corruption Barometer (GCB), 69% of 

respondents in Tanzania perceive the level of corruption in Tanzania to have increased in the last two 

years preceding the survey (Transparency International). The Global Competitiveness Report 2013-

2014 reveals that respondents find corruption to have become worse and policymaking less 

transparent than the previous year (World Economic Forum 2014). IFAD’s Rural Sector Performance 

(RSP) at a score of 4 in 2013 is a medium risk. The IFAD portfolio in Tanzania also shows a medium 

risk for the three on-going projects and low risk for two projects that are almost closing. Given the 

above, the overall country level/ inherent risk at design of BASIC is considered as medium. 

4. Project specific assessment. This has been structured in accordance with IFAD’s FMAQ at 

design. 

 

 Initial Risk 

Assessment 

Proposed 

implementation  

arrangements 

Final Risk 

Assessment 

Inherent Risk    

1. TI Index - - M 

Control Risks    

1. Organisation and Staffing M Par 5 M 

2. Budgeting M Par 6-7 L 

3. Funds Flow and Disbursement 

arrangements 

M Pars 8-15 M 

4. Internal Controls H Par 16-22 M 

5. Accounting systems, Policies and 

Procedures 

H Par 23 M 

6. Reporting and Monitoring H Par 24 H 

7. Internal Audit L 25 L 

8. External Audit M 26 M 
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BASIC Fiduciary Risk @ Design   M 

H/M/L = High Medium and Low risk as per the Guideline Note on undertaking Financial Management Assessment at 

design 

 

5. Organisation and staffing. Institutional partners for the programme in the financial 

management cycle will include the following: 

 The lead implementing agency will be Ministry of Agriculture, Food Security and 
Cooperatives (MAFC).  

 MAFC will establish an autonomous Programme Coordination Management Unit (PCMU) 
based in Bagamoyo district. The PCMU will be staffed with a fully qualified professional 
accountant, Procurement specialist, Assistant accountant and Accounts clerk. It will manage 
both IFAD and AfDB funds, which will be disbursed on a parallel basis. It is envisaged that 
the funds flow arrangements as under the MIVARF programme that is also co funded by 
IFAD and the AfDB will also apply BASIC. 

 Some programme activities mainly activities under component 2 and relating to field 
facilitation and administrative expenses relating to programme management will be 
implemented and funded through Bagamoyo district. Bulk procurements such vehicles, 
computers will be handled through the PCMU with the district contributing to specifications. 
FMA assessment shows that the district has proficiency in the use of the Local Government 
financial management system- EPCOR 9.5. The district will nominate a focal finance officer 
for interfacing with the programme. A World Bank–Tanzania Country Office Financial 
Management Review Report May-June, 2014 includes an assessment of Bagamoyo district 
under two of its programmes: ASDP and TASAF II. The report points out some delays largely 
attributable to contract management and thus carry forward of funds from one fiscal year to 
another. The carry forward of funds from one fiscal year to another was duly confirmed in the 
report thus making this a procurement challenge and not a financial management issue. 

 Commercial financial institutions that will provide loans to sugarcane outgrower and 
agribusiness companies. These financial flow mechanisms are described below. 

 The outgrower and agribusiness companies themselves will be actors in the financial 
management arrangements because they will mobilise their share of financing and ensure 
repayment. 

 EcoEnergy through the cane sale agreement will remit companies’ cane sale agreements 
directly to the commercial banks and in turn the banks will make any loan repayment 
deductions as agreed in the loan agreements. The balance after loan deductions will be 
accessible to outgrower companies. Thus, Eco-Energy responsibility will be to remit cane 
sale proceeds to banks as per cane sale agreements while it will be the responsibility of the 
banks to recover due loan repayments. A dedicated specialised cane handling system that 
well links into the Eco-Energy accounts/ payment system such as that used in Kilombero 
Sugar will be used to track and process farmer payments directly into the bank accounts 

 

FMA assessment conclusion: The above organisation and staffing arrangements are clear 

and implementable. However, in spite of this, there are lessons to learn from the IFAD 

portfolio in Tanzania. The IFAD-financed projects in Tanzania have faced Financial management 

challenges from: 

 the large distances involved making supervision and support infrequent and dispersed; 

 the limited capacities of local government to report through multiple districts on the 
implementation progress under their control. The ASDP project had “challenges with weak 
supervision and accountability of resources at local level due to limited capacity in financial 
management, procurement and reporting”; and the distance between the location of the 
PCUs and the ministries/main partners in Dar-es-Salaam. The programme area for BASIC 
is limited to a 40 km radius around the nucleus estate, so the programme area is compact 
and easily reachable, and only one district is involved in implementation..  Furthermore, the 
programme area is only 90 km north of Dar-es-Salaam, thereby, partially mitigating the 
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third issue above. The assessment shows that Bagamoyo district has exemplary 
proficiency in the use of the EPCOR local government financial management system. The 
organisation, staffing and roles and responsibilities are clearly laid out and will be detailed 
in the PIM. In spite of these positive elements the risk under this area is assessed as 
medium given the possibility of staff turnover/ implementation capacity, and limited 
experience in multiple donor funding under PPP arrangement. 

 
6. Budgeting and budget control. The PCMU will have its own dedicated computerised 

accounting system for the Annual Work Plan and Budget, and accounting control. The chart of 

accounts coding will reflect the different funding sources (IFAD loan, IFAD- ASAP grant, IFAD country 

grants, AfDB, GoT counterpart funds, Companies/ beneficiary contribution) and the parallel nature of 

expenditures. Ensuring accountability and attribution of expenditure to the respective parallel funding 

sources has been a consideration right from the start. The Programme cost tables have been 

allocated between the parallel financiers, AfDB, IFAD, ASAP grant in such a way to make the budget 

control and expenditure attribution straightforward  The summary of the expenditure attribution rule is 

as follows:  

a) Between IFAD loan and ASAP grant: The ASAP grant will only finance expenditures under 

component 2. All activities under component 2 are financed both by the Loan (55%) and the 

ASAP grant (45%), except for climate-smart grant for outgrower companies, agribusiness and 

SMEs financed by the IFAD loan (40%), Bank (50%) and Farmers (10%); while climate-smart 

grant for outgrower companies, agribusiness and SMEs under Component 1 will be financed 

by the IFAD loan (20%), Banks (70%) and Farmers (10%).  

b) AfDB funding: This is largely covers the bulk infrastructure investment with contribution under 

the programme management component for one position of engineer. 

7. Reports from Bagamoyo district will be through the local government EPCOR financial 

management system. The programme will be included as part of the district planning and budgeting 

process, and aligned to the district planning calendar. The budget control approach for district based 

transactions is summarised below. 

 For Bagamoyo district, the programme will be profiled and allocated code(s) within the 
district's EPCOR financial management system. 

 In addition to the EPCOR profiling, the programme will have to be included in the district 
planning and budgeting, which means the project budgets should be ready for inclusion by 
March each year.  

 The annual budget will also be divided into a quarterly breakdown of activities and amounts 
to determine corresponding quarterly funds releases by the PCMU.  

 Funds will first flow from the Dedicated Account to the PCMU managed operational account 
in Tshs. The PCMU will then transfer quarterly activity tagged releases to the District 
Development Account (DDA). The DDA is a pooled developed bank account at the district 
level; but EPCOR has features to ensure expenditure attribution and control. 

 Each quarterly funds release will be supported by a quarterly budget breakdown directing the 
district on which activities the specific funds release should be spent.  

 On receipt of the funds, the district will issue an electronic receipt, directly from EPCOR. 
Such EPCOR receipts will show the budget lines/ activities on which the funds will be used 
as per the PCMU remittance instruction. This EPCOR control feature provides assurance 
that the district will not be able to use the released funds on other activities other the ones 
intended. 

 The district will submit to the PCMU the quarterly expenditure accountability report that will 
be generated directly from the EPCOR system together with copies of the underlying 
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supporting documents. The reconciliation of accounts will be done and closed on a quarterly 
basis; allowing for a maximum of only two quarters to remain open. 

 The PCMU will analyse the report from the district and code it to the structure of the chart of 
accounts used in the dedicated BASIC accounting software to be able to post these 
transactions by component, category, activity, financier etc. 

 

FMA assessment conclusion: The parallel disbursement arrangement and the financing rule set in 

the programme costing makes budget control straightforward. The multiplicity of funds makes the 

initial risk assessment as moderate but with a proper chart of accounts coding and enforcement of the 

financing/ cost attribution rule budget control will possible thus the final assessment as low risk. 

 

8. Funds flow/disbursement arrangements: As discussed above, IFAD and AfDB funds will be 

disbursed on a parallel basis as these will be under different financing institutions and financing 

agreements. For IFAD funding (loan and grant), the proposed funds flow chart is presented below: 

 
 

9. The funds flow chart above depicts the use of the standard disbursement methods including: (a) 

Direct payment for amounts over US$100,000; (b) use of designated account; and (c) reimbursement 

if GOT has pre-financed any transactions. An explanation of each of the above lines on the BASIC 

funds flow chart is as follows: 

 Line 1: Direct payments from IFAD to suppliers, contractors etc. for disbursement valued at 
the equivalent of a minimum of US$100,000 otherwise the designated account/bank 
accounts must be used. 

 Line 2: The initial deposit, calculated on the basis of the first six months of expenditure, will 
be USD 2.5 million and increasing to US$ 7 million by the second/ third year when cash flow 
needs are at their maximum. 

 Line 3: Transfer of IFAD loan and ASAP grant funds from the designated account to the 
service providers, suppliers and implementation partners for any payments that may be 
based in USD. This account will be managed by the PCMU with counter signatory from 
MAFC. 

SOURCES

2 6

Designated Account

USD- BoT

4

7

1

3

Operational A/C- Commercial bank

5 8

9

Bagamoyo DDA- Tsh

Matching grant banks, Service providers, suppliers, consultants, project implementers, etc

GoTIFAD/ ASAP

Designated 

Account (USD)

Operational Account (Tsh)

Countpart 

Account (Tsh)
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 Line 4: Transfer of the IFAD loan and ASAP grant funds from the designated account in US$ 
to the operational account in Tshin a commercial bank. This account will be managed by the 
PCMU under a dual signatory arrangement. 

 Line 5: payment of IFAD loan and grant funds to banks, service providers, suppliers, 
consultants and project implementers in Tanzania shillings. 

 Line 6:Transfer of GOT counterpart funds in Tanzania shillings. 

 Line 7: Transfers of GOT funds to pay for taxes (and could be refunds to the programme 
accounts in the event that taxes are financed from loan/ grant proceeds). 

 Line 8: Transfers to Bagamoyo District Development Account (DDA) using the process 
described above. The GOT prefers that all development funds to the district to be channelled 
through the DDA as opposed increasing the number of bank accounts. 

 Line 9: Payments from Bagamoyo DDA to district staff, service providers, suppliers, 
consultants and implementation partners. 

10. The ASAP grant will finance transactions under component 2. To simplify the accounting, there 

will be one designated account for IFAD loan and grant funds, similarly a joint operational account, 

and joint withdrawal applications. 

11. Schedule 2 to the financing agreement IFAD/GoT. To simplify accounting, schedule 2 to the 

financing agreement will be set at 100% net of taxes for all categories. Beneficiaries’ contribution will 

be recorded administratively as described below. Under this arrangement, what will be included in the 

withdrawal applications will be only the proportionate share of IFAD financing, thus eligible for 100% 

IFAD financing. As described earlier, the ASAP grant will only finance expenditures under component 

2. All activities under component 2 are financed both by the Loan (55%) and the ASAP grant (45%), 

except for climate-smart grant for outgrower companies, agribusiness and SMEs financed by the 

IFAD loan (40%), Bank (50%) and Farmers (10%); while climate-smart grant for outgrower 

companies, agribusiness and SMEs under Component 1 will be financed by the IFAD loan (20%), 

Banks (70%) and Farmers (10%). 

 

FMA assessment conclusion: The above parallel disbursement arrangement will need to be 

supported by a good accounting system and a suitable chart of accounts.  As this depends on how 

well the design of the accounting systems will be done including how successful will be the 

procurement of the accounting software that is very crucial for expenditure attribution both the initial 

and final risk are considered to be medium. 

 

12. Accounting for beneficiary contribution. For outgrower development, there are three types of 

investment costs for on-farm development: (a) civil works, (b) medium term credit (7-8 years) for 

irrigation and on-farm equipment, and (c) 3 year credit for sugar cane crop establishment. Farm 

companies will prepare detailed business plans, so farmers will clearly know their investment and 

variable costs. IFAD will be financing on-farm civil works on behalf of the outgrower companies, and 

the full amount will be reflected on each company’s balance sheet as their equity share of company 

financing for requesting financing from the commercial banking system. Farm companies will 

contribute at least 15% in-kind to civil works. Loans from the commercial banking system will finance 

the investment in irrigation and on-farm equipment. The equipment loans will be 70% financed by the 

banks on commercial terms, with a 10% cash contribution by companies, and with an equity 

contribution of 20% from IFAD. The 3-year crop establishment credit will be fully financed using the 

existing lending products from commercial banks. The cane supply agreements signed with 

EcoEnergy will be the collateral provided to the commercial banks by the outgrower companies, and 

the banks will retain ownership of the equipment financed until it is fully paid off. The contribution of 
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farm companies to on-farm development when their loans are fully repaid, including their in-kind 

contribution to civil works, will thus be about 80% of the total investment cost.   

13. For climate resilient community development, there are three types of investment: climate-smart 

village infrastructure development, climate-smart field demonstrations and climate-smart household 

technology investments. There are also activities for institution strengthening at the district level, 

including village land use planning, which is the principal targeting mechanism of the programme. The 

beneficiary contribution will be in-kind for between 5-15%of the total investment. 

14. For agribusiness development, the process will be similar to that for outgrower companies.  The 

agribusiness companies will prepare detailed business plans showing their investment and variable 

costs. There is only one type of investment expenditure, which is medium-term financing for 

equipment and materials. Commercial banks will be the only source of financing, plus a climate-smart 

grant contribution from IFAD. Equipment and materials purchase will be 60% financed by commercial 

banks and 40% financed by IFAD, so the farmer contribution will be 60% after repayment.  The same 

process will be followed for individual loans, with the same percentage share of financing.  

15. The PMCU will be responsible for recording the contribution of farmers and households to all 

IFAD climate-smart financing and commercial investments. For the IFAD-supported climate-smart 

grant financing, the implementer will be responsible for providing the beneficiary contribution as part 

of accounts reporting. For the commercial investments, the PCMU will record the amount of financing 

received and paid for by farmers as their contribution.  

Disbursement arrangements by sub-component 

  Disbursement processes 

A. Sugarcane out-grower development   

Bulk infrastructure  AfDB processes including a very large volume of direct 
payments 

Outgrower on-farm investment for civil 
works, irrigation equipment, on-farm 
equipment and crop establishment  

 PCMU will finance on-farm investment for civil works according 
to agreed upon procurement and direct payment procedures.   

 For medium-term credit (7-8 years) for irrigation and on-farm 
equipment, PCMU will reach agreement with commercial banks 
on modality of transfer of IFAD climate smart grant of up to 20% 
of total bank financing prior to the disbursement of any IFAD 
funds.  IFAD grant financing will be used to finance the last 
repayments of the medium term loans for irrigation and farm 
equipment.  

 For crop establishment (3 years), PCMU will reach agreement 
with commercial banks for farmers to access existing lending 
products using their sugarcane supply agreements as collateral.  

Capacity building  PCMU will contract service provider for capacity building under 
performance-based contract for the sugar out-grower capacity 
building, and will make direct payments. 

B. Climate resilient community development 

Climate smart village infrastructure 
investments, field demonstrations, and 
household technology investments 

 The identification and financing of these field level investments 
will be carried out through the existing district financing and 
procurement systems, with imprest advances to implementing 
staff to be retired in accordance with GOT processes, and 
community participation in procurement processes. 

Climate-smart business investments for 
companies and individuals 

 PCMU will reach agreement with commercial banks on modality 
of transfer of IFAD climate smart grant equivalent to 30% of 
total bank financing prior to the disbursement of any IFAD 
funds.  IFAD climate-smart grant funding will be used to finance 
the last repayments of the loans.  

Capacity building and institution 
strengthening 

 PCMU will contract service provider for capacity building under 
performance-based contract for agribusiness company capacity 
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  Disbursement processes 

building, and will make direct payments. 

 District institution strengthening activities will be financed 
through Bagamoyo district EPCOR system following existing 
procedures. 

 Procurement of goods and services for institution strengthening 
will be undertaken by the PCMU. 

C. PCMU  Standard disbursement processes 

 

FMA assessment conclusion: The initial risk of dealing with multiple funding sources has been 

noted and documented above. The parallel funding mechanism as discussed above reduces the 

risk to low levels. The mechanism for IFAD meeting only its proportion of the financing 

requirement as designed will be able to ensure the beneficiary contribution and update of the 

accounting system. 

 

16. Internal controls: The recorded risks under this area include possibilities of failing to 

satisfactorily follow-up advances to District and implementing agencies, GOT staff, including 

programme staff. There are also recorded instances inflated staff allowances days in some cases, for 

example taking extra days after training or an event has ended. Within PCMU some of the control 

features will include: 

 Inclusion in TORs of IFAD/GOT supervision missions and auditors the need for special 
scrutiny of allowances; 

 Segregation of duties in approval of travel related advances, no officer shall approve his/ her 
own travel; 

 Co-signatory approach: Withdrawals from the designated account will require a co-signatory 
from the Ministry of Agriculture as part of the checks and balances; and 

 The operational account will also require at least two signatures with the principal signatories 
being the Programme Coordinator and the Financial Controller. 
 

17. Controls between EcoEnergy and out-grower sugarcane companies: The sugar cane out-

growers’ companies will be registered as companies limited by shares. Their operations will be 

managed under the Companies Act. Therefore, there will be no need to attribute sugar cane deliveries 

and Distribution of Proceeds (DOP) to individual shareholders/farmers, as is the case in Kilombero 

sugar factory. DOP attribution will be needed only to the respective individual company level but not to 

individual share holders. This simplifies the accounting at mill level (EE) but increases the control risk 

at sugarcane out-grower company level. Yet the respective capacities of these companies will not be 

strong from onset to be to competently satisfy the fiduciary responsibility to individual shareholders. 

The recommended mitigation measures include keeping the companies in manageable sizes (50 

members) and the proposed out-grower company capacity building will include financial management 

and corporate governance aspects in tandem with the technical agronomic aspects. 

18. It is noted that EcoEnergy will be dealing with companies and not individual shareholders. Never 

the less, there will be need for EcoEnergy to install dedicated software equivalent or superior to those 

used in factories such as Kilombero sugar factory (namely the electronically inter-linked cane lab and 

tranquillity accounting system). This will enable EcoEnergy to attribute each of the ingredients of the 

DOP formula to the respective 24 or so sugar cane out-grower companies and to its own nucleus 

estate. The minimum control system expected of the mill is presented below: 

Outgrower cane delivery cycle: 

 Company and delivery truck details electronically communicated to the way-bridge at the point of 
loading cane at the out-grower company fields. 
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 At the weigh-bridge a way Note/ Cane receipt voucher is generated from specialized software such 
as cane tracking software. A copy of the weigh bridge voucher showing weighing details is given 
to the company. Pertinent controls such as use of weigh bridge system generated numbers 
beyond the way bridge (in place for company names to remove bias by staff recording details such 
as sucrose contents), security cameras, periodic inspections by the Tanzania bureau of standards, 
etc. will have to be included in the package to create the needed confidence between the actors. 
 

 Adequate sampling done for traceability of First Expressed Juice (FEJ) and other parameters 
needed for the DOP formula attribution to individual company  
 

 Laboratory Brix analysis fed into the specialized software able to link to individual company for 
Pol and non Pol contents so as to be able to attribute the DOP results to respective companies. 
 

 Cane specialized software system should be able to auto-compute tons rendement and attribute 
payment to individual companies. This data should be automatically relayed into the specialized 
accounting/ disbursement system such as the tranquillity accounting package. 
 

 EE accounts department will then be able make direct payments to third parties, such as banks for 
loan repayment and input suppliers as advised by the out-grower companies and transfer net 
balance after these deductions to the respective companies.  
 

 From this point it will be up to the company to account to shareholders. The outgrower companies 
will be supported to put in place controls and systems able to compute distributable reserves 
(dividends to be paid ranking according to the number of shares held). 

 

19. The payments from EcoEnergy to outgrower companies will involve interim and final payments. 

The final payment will be made after the various ingredients of the DOP have been audited by a 

competent external audit firm acceptable both to EcoEnergy and the sugarcane out-grower 

companies. Once the audit has confirmed the DOP calculations, a final payment will be effected. To 

facilitate such attribution of the various elements of the DOP formula, there is a need for dedicated 

software and integrated accounting systems for EE and outgrower companies, and the provision for 

such systems should be a condition for AfDB and IFAD loans. 

20. Internal controls for outgrower companies. Companies limited by shares under the 

companies Act face accounting demands and have to comply with the companies Act. As part of their 

fiduciary responsibilities, each company has to present an annual audited balance sheet (statement of 

financial position) and profit or loss (income statement) to its members (shareholders).  

21. Some shareholders who will be workers on the farmers will be paid a monthly salary for their 

efforts. Besides this payment, shareholders, in accordance with the Companies Act, will only be paid 

a dividend declared by the company directors from distributable reserves. The accounting challenge 

will be to put in place mechanism to ensure that the accounting systems can accurate compute 

distributable reserves. Unless this is put in place, the pay-out out of dividends beyond available 

distributable reserves could result in the collapse or liquidation of companies. 

22. Dividends can only be declared from profits after interest and taxation, and it is expected that the 

companies will not pay dividends until their medium term loans are fully repaid (in year 7 or 8).  

Dividends cannot be declared from non-distributable reserves such as share capital or climate-smart 

grant financing from the programme. Banking arrangements at company level should avoid 

comingling of distributable and non-distributable reserves (such as the cash reserves held for pump 

and other repairs generated from depreciation).  In order to ensure transparency for the outgrowers, 

the following will be required: 

 Companies will be required to keep an up-dated and accurate register of members at all 
times, pro rated on the basis of the number of shares held. The company articles will to 
clearly describe arrangements for share transfers and dividend eligibility in case 
shareholding changes during the year. 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 7: Financial management and disbursement arrangements 

 

171 

 The programme must ensure that companies have computerised accounting software when 
they are established, and that at least two personnel are trained in its use. It is recommended 
that the PCMU choose appropriate accounting software, and that all companies use the 
same package to ensure continuity of support and to reduce their transactions costs.  

 The companies will need to maintain the documentation prescribed by the Companies Act 
ensure adequate records for the annual audit. 

 Shareholders at the annual general meeting will appoint external auditors in accordance with 
the Companies Act. As an option, the companies could jointly contract audit services.   

 

FMA assessment conclusion: The initial risk for newly formed companies and the cane payment 

system is high. Dealing with multiple funds and delegated procurement arrangements to 

EcoEnergy still needs to be detailed. The provision of continuous capacity building for company 

financial management  and detailing of Financial Management arrangement as part of start up 

activities in the context of a EcoEnergy should mitigate this risk. The final risk even after the 

proposals above is a medium risk assessment given that these will depend on how elaborate the 

start-up support will be. 

 

23. Accounting systems, Policies and Procedures. One joint package will be used in procuring 

the package, the specifications will include attributes for managing parallel funds within a joint 

package. A simple off-shelf accounting package (with ability to manage parallel funding sources such 

as is the case in the MIVARF project jointly financed by the AfDB and IFAD) will be installed at PCMU. 

This software should have the ability to generate expenditure trends by component, category, and 

activities in US$, Tshs, UA. This requires developing a chart of accounts coding that will cut across 

the entire payment processing cycle: From budgeting, expenditure requisition, commitments, 

payments vouchers with attribution to the respective parallel funding sources. The same accounting 

system will be used for IFAD and AfDB funds with a coding approach that assures expenditure 

attribution able to facilitate joint audits. As part of start-up activities, the emphasis will not only be the 

procurement of dedicated accounting software but also the training in its use including invoking all the 

software functionalities like budget control. One code will be used in EPCOR 9 which will simplify 

export/upload of data into the PCMU dedicated accounting software.  

FMA assessment conclusion: As this will largely depend on the success in the procurement of the 

PCMU accounting system, this risk is still assessed at medium level. 

 

24. Reporting and Monitoring. The PCMU, after processing the information through the accounting 

software, will then generate consolidated monthly accounts for internal management decisions and 

control. Given that the programme accounting system will be off IFMS because of the PCMU location, 

financial returns will be provided by the PCMU to the GOT to enable the update of the Government 

accounts system. IFAD will, in addition to the annual audited financial statements, require interim 

financial reports on a six monthly interval. The templates and formats will be made avail to the PCMU 

as part of start-up activities. 

FMA assessment conclusion: The risk that the software may not be installed at the very start of 

BASIC is high as was the case with MIVARF. IFAD should use start-up funds to help GOT install  

dedicated software, otherwise, managing such parallel funding with actors such as banks and 

private sector entities can be risky. Unless the package is procured in a timely manner, and the 

financial control is in place to manage expenditures, the risk rating remains high. 
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FMA assessment conclusion: The initial risk of dealing with multiple funding sources has been 

noted and documented above. The mitigation has been to clearly earmark what each funding 

source will finance so this risk is reduced to a low level. The risk of budget diversion at district 

level has been noted. District departments interviewed reported that there are budget diversions. 

The initial budget control risk at district level is considered a medium risk. However, given the 

arrangement above, and the fact that the district has proficiency in the use of EPCOR, the budget 

control risk is considered to be medium because of the release of funds given the processes 

involved as the signatories are senior. However within this arrangement, alternate signatories will 

provided in the absence of the principal signatories. The district EPCOR centre has over 20 

computers with equivalent staffing compliment. 
 

 

25. Internal audit. The MAFC internal auditors will include BASIC as part of the rolling internal audit 

plans and so will be the Bagamoyo district internal audit department to the extent of district based 

transactions. As already noted above, the DOP statement will need to be audited by an auditor 

acceptable to both the mill and out-grower companies before the final annual payment by the 

company is made. In addition, given the uniqueness of this private public partnership arrangement, a 

professional accounting firm will be retained to undertake periodic external audits 

26. External audits.  In the IFAD portfolio in Tanzania, the audits are performed by the Auditor-

General directly or are contracted to private audit firms. The quality of the external audits is 

satisfactory. The results of IFAD assessment of the quality of audits is a mixed result: 

 In the case of MUVI project – in a recent review IFAD found that financial reporting was 
mostly satisfactory but there were inconsistencies in financial statements and it was unclear 
if the basis was International Financial Reporting Standards (IFRS) or International Public 
Sector Accounting Standards (IPSAS) accruals basis.  

 In MIVARF – also in a recent review IFAD found that financial reporting was satisfactory 
although the TOMPRO software was being installed very slowly: budgets were not yet 
loaded and transaction input is several months late.  

27. For the programme, draft Terms of Reference for the annual audit is provided in an Attachment.  

How the audit is performed (either by the Auditor General or an external firm) will require the Fund’s 

No Objection. IFAD requires specific audit opinions on: (a) the financial statements, (b) the operation 

of the designated account and (c) the use of the SOE procedure.  

FMA assessment conclusion: IFAD should follow up at start-up and during initial supervision 

missions to ensure that GOT takes the appropriate measures to ensure that the programme audit 

is carried out in a timely and effective manner.  Risk is assessed as medium. 

 

28. Governance and anti-corruption. Specific measures to mitigate identified fiduciary risks 

include: (a) computerised accounting system at the PCMU to substantially reduce the scope of human 

error; (b) checks and balances through activity tagged quarterly releases to the districts making use of 

EPCOR 9.5 control features; (c) inclusion in the internal audits of MAFC and Bagamoyo district; (e) 

annual external audits with IFAD engaging with the auditor general on expectations; (g) SOE ceiling 

given the inherent risk (initially suggested as USD 50,000 to be reviewed in accordance with IFAD’s 

risk based disbursement processes). 

29. Supervision plan. In the first year IFAD will extend not less than three supervision/ 

implementation missions to avoid any slippages. Once the BASIC picks the momentum, the frequency 

of the missions will be reviewed but will necessary be inclusive targeted follow-up technical assistance 

on different specialised areas. 
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Appendix 8: Procurement 

1. IFAD and development partners experience. The IFAD CPE in 2007 and the one being 
undertaken in 2014 have highlighted the extended implementation delays which have affected the 
IFAD portfolio in Tanzania.  The principle causes of implementation delay are: (a) weak procurement 
capacity at both the national and sub-national levels; (b) weak capacity building service providers; and 
(c) lack of forward planning and weak evaluation follow-up at all levels.  A recent report by the World 
Bank

106
 highlights the serious delays under 8 of its loans related to procurement which include: (a) bills 

of quantities which do not reflect what is actually required to carry the intended works, requiring very 
close supervision of signed contracts; (b) poor supervision of quantities delivered with delays in 
settling contractors 'invoices; and (c) extended delays in paying contractors, so works are many 
months, or years behind schedule, and are not completed. 

2. The programme. EcoEnergy has designed the sugar mill to process 40% more cane than will 
be grown on its estate, and needs a stable supply of cane so that the mill can operate at full capacity 
as soon as possible. The critical importance of outgrower cane to the profitability of the mill and 
repayment of its own commercial financing package has been the reason why EcoEnergy has taking 
the lead in development and designing the outgrower programme. In order for outgrowers to respond 
to the opportunities created by the mill investment, their infrastructure must be completed in a timely 
manner and with a quality equal to that of the nucleus estate.  

3. Good design, timely and efficient procurement, together with supervision and timely payments 
to contractors will be needed to ensure that the programme can stick to the planned implementation 
schedule for the delivery of bulk infrastructure and on-farm civil works. The partner who has incentive 
is EcoEnergy, because of their need for the cane from the outgrower companies to supply the mill. 
Furthermore, EcoEnergy also has the incentive to provide knowledge and technical backstopping to 
for the operation and maintenance of the bulk infrastructure for outgrowers during the life of their 
investment. The main contribution that EcoEnergy brings (in addition to its own investment package) is 
its technical engineering expertise combined with its expertise in sugarcane production. 

4. National procurement system. The legal framework for public procurement in Tanzania was 
established in the Public Procurement Act 2004 and the Public Procurement Regulations of 2005, and 
replaced by the Public Procurement Act 2011 and the Regulations of 2013. Under the 2011 Act, a 
Public Procurement Policy Division was set up under the Ministry of Finance. The Act also established 
a Public Procurement Regulatory Authority (PPRA) with responsibility for ensuring adherence to the 
provisions of the Act.  

5. Public procurement is decentralised. The Ministry of Agriculture Food Security and 
Cooperatives (MAFC) is a Procuring Entity, with the Accounting Officer responsible for ensuring 
procurement activities are carried out in accordance with the regulations. Each Procuring entity has a 
Procurement Management Unit (PMU) to operate the procurement process and a Tender Board to 
oversee the operations of the PMU and to approve each step in the procurement process, reviewing 
complaints from contractors or suppliers. The Tender Board consists of a Chairman, Secretary to the 
Board and six members. Members must be department heads or of equivalent standing. A quorum is 
reached when 50% of members are present. 

6. User departments are responsible for initiating all procurement activity, providing all technical 
inputs, participating in tender evaluation committees. User departments are responsible for managing 
all contracts and certifying payment. Any amendments to contracts and contract disputes are handled 
jointly by the user departments and the PMU. The Paymaster General or budget approving authority 
must approve contracts that exceed the budget amount. All GOT tenders and contract awards are 
uploaded onto the PPRA website and are accessible to all suppliers. There is also a facility for 
Procurement Entities and suppliers to register with the PPRA. 

7. Complaints or requests for Administrative Review are submitted to the Accounting Officer, 
copied to the Appeals Authority. Complaints received after contracts have been placed are rejected. A 
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review panel is appointed to investigate the complaint and preparing a response. Should the 
complainant not accept the decision by the Accounting Officer he\she may submit his complaint to the 
Appeals Authority which is responsible for issuing their final decision. 

8. The PMU within the concerned Procuring entity is responsible for managing the procurement 
process. The PMU staff have no technical expertise outside procurement. The PMU determines the 
method of procurement, prepares all procurement documents (tender advertisements, bidding 
documents, contracts), determines when to submit documents to the Tender Board and prepares the 
agenda for the monthly meetings of the Tender Board. Additionally, the PMU organises, pre-bid 
meetings, responses to clarification requests from bidders, bid openings including minutes of the 
opening, the appointment of members of evaluation committees, quality review of evaluation reports 
prior to submission to the Tender Board, responds to queries raised during meetings of the Tender 
Board, submission of documents to the Accounting Officer and the Attorney General. The PMU has no 
responsibility for contract management as this is undertaken by the user department. 

9. Exceptions to the Public Procurement Act 2011 are provided for under section 4(1) of 
Procurement Guidelines and procedures, which states that the requirements of a specific legal 
agreement with a donor(s) may take precedence, and that the agreement should state the 
procurement agent which would undertake the roles of both the PMU and the Tender Board. If a 
Procurement Agent is to be appointed, the name of the entity should be included in the legal 
agreement. If only some of the procurement is to be undertaken a Procurement Agent with the rest 
being undertaken by GOT, then the legal agreement must state which items will procured by whom 
and the conditions which will apply. The Procurement Agent to be used and applying AFDB\IFAD 
procurement guidelines apply should be nominated by GOT and authorised to sign off\accept the 
completed bulk infrastructure works on their behalf. 

10. Three options for procurement were considered for the programme. These are: (a) bulk 
infrastructure is procured by MAFC using public procurement systems; (b) a company is hired by 
MAFC to undertake procurement on its behalf; and (c) EcoEnergy is requested to undertake 
procurement on behalf of MAFC. After review, it was decided to request EcoEnergy to undertake 
procurement of the bulk infrastructure and on-farm development works on behalf of MAFC, and the 
reasons are presented below. 

11. EcoEnergy has already completed procurement for US$ 238 million of their own requirements, 
including the sugar mill and the bulk infrastructure and land clearance

107
. Thus EcoEnergy’s technical 

capability and their ability to undertake procurement is confirmed. It is important to note that, apart 
from the sugar mill, all these works are similar to those required under the BASIC programme. There 
are a number of benefits of delegating procurement to EcoEnergy: (a) farmers will see the 
construction of "their" infrastructure being initiated shortly after that of the nucleus estate; (b) there 
may be economics of scale for contractors who are already present for the nucleus estate to 
undertake works for the outgrower infrastructure; (c) quality control by qualified staff already on the 
ground for supervising works on the nucleus estate; (d) the selection of large pumps can be 
harmonised with those of the nucleus estate, thus facilitating the holding spare parts and 
maintenance; and (e) a greatly reduced time framework for the procurement. Completion of the 
procurement on time will enable the sugar mill to operate at maximum capacity. Procurement would 
be undertaken using AFDB\IFAD procurement guidelines.  

12. EcoEnergy will be offering a complete solution to the procurement and contract management 
requirements of the programme. They will utilise their own technical staff to prepare terms of reference 
for all design studies, to evaluate offers and studies received and assist in the selection of the best 
bid. The output of the design studies will include technical specifications and bills of quantity for 
inclusion in subsequent works procurement tenders/contracts. An added service offered by EcoEnergy 
is for them to take responsibility for contract managing the civil works and to provide the necessary 
measurement\invoice verification services of a surveyor. Making EcoEnergy responsible for the 
selection and procurement of the physical works will ensure the quality of these works, and of the 
equipment, as well as its compatibility with that of the nucleus estate, to facilitate the holding of spare 
parts. Thus, EcoEnergy will be able to provide technical backstopping to the Bulk Infrastructure 
Agency during the life of the partnership with outgrowers.  
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13. Description of envisaged procurement. The procurement to be undertaken under the 
programme falls into the following types: 

 Design studies. The contracting of consultants for the development of the detailed 
designs for the required bulk infrastructure works: a dam(s), dyke, road construction, power 
line installation, bridge and irrigation systems; and the contracting of design consultants for 
the ground clearance and irrigation requirements for the individual outgrower companies.  

 Civil works for bulk infrastructure. The major works procurement for the outgrower bulk 
infrastructure and the on-farm requirements. The technical requirements for this 
procurement will be an output of the detailed designs contracted above. Consideration 
should be given to the awarding of framework contracts as this will ensure standardisation 
between the EcoEnergy bulk infrastructure and that of the outgrower component. This 
option would result in reduced timescales for procurement\contracting, equivalent quality 
standards and reduced spares stockholding. 

14. The primary reasons for using EcoEnergy to undertake the procurement under the outgrower 
programme are: 

 Speed. EcoEnergy has already completed almost US$ 238 million of the contracting of 
these works for their own estate, much of which will be duplicated in the bulk infrastructure 
for outgrowers and civil works for on-farm development. This includes both the contracting 
of design consultants and construction works.  

 Value for money. EcoEnergy have agreed to undertake the procurement as part of their 
contribution to the 4Ps. As a consequence there will be a major cost saving for the GoT as 
their staff will not have to be diverted from their day-to-day activities to undertake the 
procurement. 

 Technical expertise. EcoEnergy has technical experience in engineering, procurement and 
subcontracting amongst its existing staff in Tanzania and in its operations overseas to 
ensure that any technical difficulties can be overcome with a minimum of delay. 

 Standardisation. It is important that the outgrower companies benefit from the 
standardisation of design, the sourcing of the bulk infrastructure and irrigation equipment. 
This will result in reduced implementation, maintenance and spare parts stockholding costs. 
Future maintenance work can be scheduled to enable EcoEnergy and the outgrower 
company requirements to be fulfilled during a single in-country visit. 

 Quality control. With EcoEnergy supervising the contractors for the construction of bulk 
infrastructure for outgrowers, they will be able to ensure quality control similar to what they 
apply for the nucleus estate.  Since this is a long term programme where any failure of 
systems could have a major impact on productivity, this represents a good guarantee for 
outgrower companies that their equipment is the same standard as that of the nucleus 
estate.   

 Coordination, efficiency and speed of implementation. When undertaking procurement 
on behalf of the programme, EcoEnergy will use their expertise in project and procurement 
planning to ensure that procurement takes place as planned and is not delayed.  

 Contract management. EcoEnergy has extensive experience in contract management 
which is essential to ensure that work is completed on time and within the agreed cost. 
EcoEnergy has agreed that they will undertake the contract management role for all the 
procurement activities they undertake.  

 Financial contract management. EcoEnergy employs staff who are qualified quantity 
surveyors and have experience of contract cost management. This will be vital to protect 
the financial interests of the outgrower companies, and the GoT along with IFAD and AFDB.  
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15. Need for timely completion of procurement. The completion of procurement within agreed 
timescales is critical to the success of the 4Ps and the BASIC programme. The specific areas where 
this will be key are: Limited construction period: Because of the rainy period from March to May, 
construction works can only be undertaken during 9 months of the year, and contractors must be 
ready to start promptly in June each year. Construction scheduling and timing: Key elements of the 
construction of the bulk infrastructure and irrigation facilities are dependent upon the completion of 
prior and concurrent works to schedule. Failure to complete design studies on time will cause delays 
to all subsequent works. Outgrower bulk infrastructure, such as flood protection dykes must be 
completed before major investments can be undertaken by the outgrower companies in their estates. 
Completion of these works will be a prime motivator for the formation of the outgrower companies. 
Financial feasibility: The successful operation of the mill is dependent upon the supply of sugar cane 
from outgrowers for financial viability. Any procurement and subsequent delays affecting the 
production of sugar cane will undermine the viability of the EcoEnergy mill and in turn the whole 
programme. 

16. EcoEnergy procurement capacity. IFAD has assessed the procurement capacity of 
EcoEnergy in terms of expertise, experience and systems. During the assessment EcoEnergy 
provided a copy of their purchasing and Sub-contracting procedures and accompanying Flow Charts. 
Additionally, they provided a copy of their Code of Conduct, Conflict of Interest guidelines, Mis-
conduct Reporting and Corporate Hospitality Procedures. These documents are comprehensive and 
demonstrate EcoEnergy’s adherence to best practise. Failure by staff to adhere with the policy will be 
result in disciplinary action\dismissal.  

17. Between 2011 and August 2014 EcoEnergy has been undertaking preparatory procurement 
activity on their own investment in the sugar mill and on-farm requirements. As a result of this activity 
they have negotiated contracts  worth US$ 238 million for their own bulk water supply, bush clearance, 
land preparation, roads and the sugar factory\mill. This preparatory activity demonstrates their 
knowledge of procurement of both consultant’s services and major works. 

18. EcoEnergy has agreed that in order to be appointed as procurement agent they must recruit an 
experienced public procurement expert with knowledge and experience of utilising AFDB\IFAD\ World 
Bank procurement guidelines, and preferably with experience of working with the GoT. EcoEnergy will 
also prepare a “Procurement Manual” for use by the company when acting as a Procurement Agent 
for the programme and institute an appropriate record keeping\filing system.  EcoEnergy agreed to 
undergo a formal review of their capability to undertake procurement in accordance with AFDB\IFAD 
guidelines, once the AfDB and IFAD loans have been approved, so that they can recruit the 
procurement expert who will be responsible for the outgrower programme, complete their outgrower 
procurement manual and introduce any additional processes that may be required. 

19. Procurement agent responsibilities. EcoEnergy will be required to accept\perform the 
following responsibilities/activities when acting as procurement agent: 

 Project management liaison with the Programme Coordination Management Unit (PCMU); 

 Develop a close working relationship with technical experts from MAFC and the PCMU with 
particular emphasis on developing and agreeing design studies for the bulk infrastructure 
requirements and finalising the technical requirements for construction; 

 Preparation and submission of procurement documents to PCMU/AFDB/IFAD for technical 
agreement and prior review; 

 Preparation of terms of reference for design studies and recruitment of consultants; 

 Evaluation\review of design studies prepared by consultants and the preparation of works 
specifications, bills of quantity, on-going maintenance requirements, spare parts holdings, 
etc. as necessary for inclusion in works tender documents; 

 Preparation of tender documents for consultants, bulk infrastructure works, etc.; 
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 Evaluation of consultants services\works bids, including the preparation of evaluation 
reports and recommendations for award; 

 Preparation of contracts for consultants, bulk infrastructure works; 

 Management of financial documents, bid bonds and performance guarantees, checking 
their authenticity and ensuring they are delivered to PCMU for safe keeping; 

 Contract management – monitoring of contractor\consultant performance, measurement of 
work and authorisation of requests for payment; 

 Dispute resolution including informing PCMU of all complaints received and managing the 
dispute resolution process, ensuring that prior agreement is obtained from 
PCMU\AFDB\IFAD before final agreement is reached to settle disputes; 

 Arranging the formal commissioning and handover of all works to GoT\Irrigation 
organisation\outgrower companies; 

 Maintaining detailed records of all outgrower programme activities to ensure transparency in 
all dealings and enabling efficient auditing by GoT\AFDB\IFAD. EcoEnergy will ensure that 
their Procurement Agent record system is separate from their own private sector systems. 

 Provide regular progress reports to the PCMU detailing work completed, planned and 
details of any problems, delays, and disputes that have or are being encountered. 

 Acting at all times in the best interests of the GoT, AFDB\IFAD\outgrower companies and 
ensure the procurement is fair, competitive within the constraints of the programme, non-
discriminately, and value for money. 

20. Procurement assessment of EcoEnergy and performance monitoring. Prior to appointing 
EcoEnergy as procurement agents for the programme it will be necessary to undertake an 
assessment of the public procurement capacity of the company. Currently, though EcoEnergy has 
expertise in private sector procurement, it has little or no experience in public procurement. Therefore 
as part of the programme implementation process, AFDB\IFAD will need to commission an 
independent assessment of the preparations made by EcoEnergy to undertake the procurement agent 
role. EcoEnergy has agreed to recruit a suitably qualified and experienced procurement expert and 
that a procurement procedures manual is prepared for use immediately the programme starts. 

21.  It will be necessary to obtain confirmation from EcoEnergy that they have completed their 
preparations before scheduling the assessment visit. The terms of reference for the assessment 
should state that this is a newly formed organisation and that there will no documentation of previously 
completed public procurement activities. The assessment will be expected to look at the experience 
and procurement knowledge of any staff that will be employed in the procurement process, the quality 
of the procurement manual and any operating systems. The assessment should identify any 
improvements that are required. The assessment should not be undertaken on a pass or fail basis but 
as a learning\compliance process for EcoEnergy, where they have the opportunity to initiate any 
changes recommended. 

22. AFDB\IFAD must undertake regular and possibly irregular visits to the PCMU and EcoEnergy 
over the course of the programme to ensure compliance with their procedures and with best practise. 
It is understood that such visits would be in accordance with their standard operating procedures to 
complete progress and financial\disbursement assessments, including the activities of the 
procurement agent.  

23. Given that EcoEnergy has no current experience of undertaking public procurement in 
accordance with IFAD or AFDB guidelines and has not yet recruited a public procurement specialist it 
is recommended that in the first year of operation of the grant/loan that all procurement is subject to 
prior review. This requirement should be subject to monitoring and evaluation over the first and 
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subsequent years to see if their procurement performance warrants the introduction of alternative 
contract ceilings or for post review. 

24. Procurement plan. IFAD is still discussing with GOT the procurement by EcoEnergy of design 
studies and supervision, and civil works for the outgrower programme. These discussions are at an 
advanced stage, and will be completed during the month of September 2015. 

25. All other procurement will be undertaken by the PCMU on behalf of MAFC.  Given the long lead 
time required for civil works, instead of the usual 18 month procurement plan, IFAD has prepared a 
three-year plan for this programme, which is found in Attachment 1.   
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Appendix 8. Attachment 1: Three-year procurement plan 

 

Tanzania - BASIC Programme

Contract Package Unit Q.ty

Estimated 

Amount 

(US$)

Proc. 

Meth.

Prior-

Post 

Rev.

Tot. 

Weeks 

req.

Consultancy

PCMU staff pers 24 2 685 000 QCBS Prior (28)* CF

Start-up and AWPB workshop no 4 99 000 LCL_SH Post 8 BD BO BE CF BD BO BE CF

PCMU training ls 4 38 400 LCL_SH Post 8 BD BO BE CF

PCMU Study tours ls 3 28 200 LCL_SH Post 8 BD BO BE CF BD BO BE CF

District trainings ls 144 330 000 LCL_SH Post 8 BD BO BE CF BD BO BE CF

WRWBO capacity building ls 3 240 000 LCL_SH Post BD BO BE CF BD BO BE CF BD BO BE CF

Service Providers:

SP for Village capacity building contr 1 4 273 000 NCB Prior 28 REI TOR/NoSL/No RfP BidO BidE CF

SP for Climate-smart capacity building contr 1 4 720 000 NCB Prior 28 REI TOR/NoSL/No RfP BidO BidE CF

Studies: 

Studies under CRCD (value chain &  techn) ls 1 363 000 QCBS Prior 29 REI TOR/NoSL/No RfP BidO BidE CF

Baseline no 1 86 600 QCBS Prior 29 REI TOR/NoSL/No RfP BidO BidE CF

Policy w ork contr 5 75 000 QCBS Post 29 REI TOR/NoSL/No RfP BidO BidE CF

Annual Audit contr 3 144 300 QCBS Prior 29 REI TOR/NoSL/No RfP BidO BidE CF

Village land use and development plan:

Land survey ls 1 120 000 QCBS Prior 29 REI TOR/NoSL/No RfP BidO BidE CF

VLUPs ls 1 252 000 QCBS Prior 29 REI TOR/NoSL/No RfP BidO BidE CF

VLUPs framew ork contr 1 50 000 QCBS Post 20 REI TOR/NoSL/NoRfPBidO BidE CF

Bagamoyo tow n spatial plan contr 1 30 000 QCBS Post 20 REI TOR/NoSL/NoRfPBidO BidE CF

Bulk infrastructure Design studies:

BI - Design w ater storage + intake ls 1 612 000 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Design drainage canals + conveyance pipes ls 1 348 000 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Design f lood protection dykes ls 1 349 900 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Design haulage roads ls 1 274 000 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI- Design Wami bridge ls 1 206 100 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Design pump station + pow erline ls 2 426 000 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Design additional w ater storage + intake ls 1 120 000 QCBS Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

Sub-tot. Bulk infrastructure Design studies 2 336 000

Sub-total Consultancy 15 870 500

Civil Works

Bulk infrastructure Civil Works:

BI - w ater storage + intake contr 1 5 758 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - drainage canals + conveyance pipes contr 1 1 055 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - f lood protection dykes contr 1 3 499 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - haulage roads contr 1 2 740 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - Wami bridge contr 1 2 061 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - pow er supply (pump station + pow erline) contr 2 3 949 000 TANESCO Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

BI - additional w ater storage + intake contr 1 1 500 000 ICB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

Sub-tot. Bulk infrastructure Civil Works 20 562 000

On-farm Civil Works:

Land preparation ha 375 653 000 NCB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

Roads km 19 224 000 NCB Prior 30 REI TOR/NoSL/No RfP BidO BidE CF

Pow er connection no 3 3 000 NCB Post 30 REI TOR/NoSL/No RfP BidO BidE CF

Sub-tot. On-farm Civil Works 880 000

Village infrastructure ls 1 485 000 NCB Prior REI TOR/NoSL/No RfP BidO BidE CF

HH demonstration for climate-smart practices no 1200 677 000 NCB Prior REI TOR/NoSL/NoRfP BidO BidE CF

Total Civil Works 22 604 000

Goods

Bulk infrastructure Equipment:

BI - Equipment of w ater storage intake ls 1 1 667 000 ICB Prior 16 Spf RfP BidO BidE CF

BI - Equipment of conveyance pipes km 41 1 640 000 ICB Prior 16 Spf RfP BidO BidE CF

BI - Equipment of pumps stations no 5 948 000 ICB Prior 16 Spf RfP BidO BidE CF

Sub-tot. Bulk infrastructure Equipment 948 000

Office Equipment for PCMU ls 1 300 000 NCB Prior 16** Spf BidD BidO BidE CF

Office Equipment for District ls 1 380 000 NCB Prior 16** Spf BidD BidO BidE CF

Office Equipment for WRWBO ls 1 60 000 LCL_SH Post 8** BD BO BE CF

Vehicles and motorcycles for PCMU and Districts:

4x4 Vehicles PCMU no 8 320 000 ICB Prior 16** Spf BidD BidO BidE CF

4x4 Vehicles District 40 1 600 000 ICB Prior 16** Spf BidD BidO BidE CF

Motorcycles for PCMU no 2 6 000 ICB Prior 16** Spf BidD BidO BidE CF

Motorcycles for District no 33 99 000 ICB Prior 16** Spf BidD BidO BidE CF

Minibus for 12 persons no 1 25 000 ICB Prior 16** Spf BidD BidO BidE CF

Sub-tot. Vehicles and M otorcycles 2 050 000

Total Goods 3 738 000

Total 3 year procurement plan 42 212 500

* Recruitment process for PCMU staff starts earlier under the pre-implementation programme. 

** Follow ing immidiatly PCMU recruitment
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Procurement Process (Cons/G/W):

REI - Request for expression of interest TOR/Spf - Prep. Terms of Reference/Specification & IFAD No obj ShL - Short list & IFAD No obj RfP/BD - Request for proposal/Bid docs & IFAD No obj BidO - Bidding prop (invitation & opening) BidE - Bid eval (tech&fin) & IFAD No obj CF - Contract f inal.

Prep/Review  of Terms of Reference/Specification TOR Spfc

IFAD no objection No

Short list ShL

IFAD no objection No

RfP BidD

No - IFAD no obj No

BidO - Bidding proposal (invitation & opening) BidO

Bid evaluation (technical and financial) BidE

IFAD no objection No

Contract f inalisation CF
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Appendix 9: Programme cost and financing 

Main assumptions for cost estimation 

1. Introduction. The Appendix describes the assumptions underlying the derivation of the 
programme costs, presents the summary and detailed cost tables and the financing plan.   

2. Inflation. To provide for price contingencies, local inflation rates have been assumed at 6.5% 
in year 1 dropping to 5% for the remainder of programme implementation. 

3. Exchange rates. Exchange rate has been set at US$1 : TZS 1650. 

4. Taxes and duties. The standard rate VAT in Tanzania is 15.3%. Most works, goods and 
services will attract this VAT and provision has been made in the cost tables. The duties and taxes 
will be financed by the Government together with a cash advance to the programme of US$1.44 
million to cover the National Social Security Fund contributions and training taxes for service 
providers and Programme staff. 

Programme costs 

5. Total programme costs. The total programme investment and incremental recurrent costs, 
including price contingencies, are estimated at US$138.5 million (TZS 265.1 billion). The total 
baseline costs are US$125 million, while physical and price contingencies account for US$13.5 
million, making up 11% of the programme costs. Taxes amount approximately US$13.9 million. The 
foreign exchange component is estimated at US$35.3 million (26%). Table 1 below presents a 
breakdown of the costs by BASIC components and sub-components. The detailed cost tables and 
additional summary tables are presented in Attachments 1 and 2 below.  

6. The investment in Component 1, sugarcane out-grower development, in base costs totals 
US$79.1 million (63% of total base costs) while Component 2, climate resilient community 
development, accounts for US$31.2 million (25% of total base costs). Programme coordination and 
management accounts for 12% of base cost or US$14.7 million. 

 

Table 1. Cost summary by component 

 

 

Financing plan 

7. Financing plan.  The programme is to be financed by: 

 The Government of Tanzania with the equivalent of US$15.4 million (11.1% of total costs) 

 IFAD loan on highly concessionary terms: US$56.6 million (40.9% of total costs)  

 ASAP grant: US$10 million (7.2% of total costs) 

 IFAD country grant: US$ 2 million (1.4% of total costs) 

 The African Development Bank (AfDB): US$ 30.1 million (21.7% of total costs) 

Tanzania (TZS Billion) (US$ Million)

BASIC % % Total % % Total

Components Programme Cost Summary Foreign Base Foreign Base

Local Foreign Total Exch. Costs Local Foreign Total Exch. Costs

A. Sugarcane outgrower development

Bulk infrastructure 45.9 19.1 65.0 29 32 27.8 11.6 39.4 29 32

Outgrower development 48.9 16.5 65.4 25 32 29.6 10.0 39.7 25 32

Subtotal Sugarcane outgrower development 94.8 35.6 130.4 27 63 57.5 21.6 79.1 27 63

B. Climate resilient community development

Village infrastructure and agribusiness development 31.9 10.7 42.5 25 21 19.3 6.5 25.8 25 21

Institution strengthening 7.0 1.9 8.9 21 4 4.3 1.2 5.4 21 4

Subtotal Climate resilient community development 38.9 12.6 51.5 24 25 23.6 7.6 31.2 24 25

C. Programme coordination and management

Programme coordination 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Subtotal Programme coordination & management 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Total BASELINE COSTS 154.1 52.1 206.2 25 100 93.4 31.6 125.0 25 100

Physical Contingencies 8.8 4.1 12.9 32 6 5.3 2.5 7.8 32 6

Price Contingencies 35.6 10.4 46.0 23 22 4.4 1.3 5.7 22 5

Total PROGRAMME COSTS 198.5 66.6 265.1 25 129 103.2 35.3 138.5 26 111
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 Banks and companies: US$19.9 million (14.4% of total costs) 

 Farmers and companies will finance US$4.6 million (3.3% of total costs). The details of 
financing arrangements are shown in Table 2. 

 
Table 2. Financing plan by component 

 

 

8. AfDB and IFAD funds. As can be seen from the financing plan above, the AfDB funds are 
earmarked exclusively for bulk infrastructure construction. Even the AfDB amount shown under 
programme coordination relates to the payment for the bulk infrastructure engineer. Whereas the 
table above may seem to show that IFAD and AfDB will jointly finance the bulk infrastructure 
component, there is no intersection whatsoever. IFAD funds will only be used towards bulk 
infrastructure maintenance together with contributions from Farmers and the Financing sector. For 
out-grower on-farm development the financing rule is set as IFAD loan (20%), Banks (70%), Farmers 
(10%). 

9. IFAD loan vs ASAP grant: These intersect under Component 2, climate resilient community 
development. The financing rule will be 45% ASAP grant : 55% IFAD loan, except where there are 
agribusiness development investments where the financing rule will be IFAD loan (40%), Banks 
(50%) and Farmers (10%). 

 

Tanzania

BASIC IFAD IFAD Local Duties 

Components by Financiers IFAD ASAP Country Banks & Farmers & Total For. (Excl. &

(US$ Million) GOT % AfDB % Loan % Grant % grant % Companies % Companies % Amount % Exch. Taxes) Taxes

A. Sugarcane outgrower development

Bulk infrastructure 5.7 12.9 29.8 67.3 6.4 14.4 - - - - - - 2.4 5.4 44.3 32.0 13.1 25.5 5.7

Outgrower development 5.5 12.5 - - 21.4 48.2 - - - - 16.0 36.2 1.4 3.1 44.3 32.0 11.3 27.9 5.1

Subtot. Sugarcane outgrower development 11.2 12.7 29.8 33.6 27.8 31.3 - - - - 16.0 18.1 3.8 4.3 88.7 64.0 24.5 53.4 10.8

B. Climate resilient community development

Village infrastructure and agribusiness develop. 2.9 10.1 - - 13.0 45.4 8.1 28.4 - - 3.8 13.4 0.8 2.7 28.6 20.7 7.3 18.9 2.5

Institution strengthening 0.4 7.0 - - 3.5 60.0 1.9 33.0 - - - - - - 5.8 4.2 1.2 4.2 0.4

Subtot. Climate resilient community develop. 3.3 9.6 - - 16.5 47.9 10.0 29.1 - - 3.8 11.2 0.8 2.2 34.4 24.9 8.5 23.1 2.9

C. Programme coordination and management

Programme coordination 0.8 5.4 0.2 1.5 12.4 80.3 - - 2.0 12.8 - - - - 15.4 11.1 2.4 12.8 0.2

Total PROGRAMME COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9
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Attachment 1. Summary cost tables 

Table 1.  Components programme cost summary   

Table 2.  Expenditure accounts programme cost summary 

Table 3.  Programme components by year – Totals including contingencies  

Table 4.  Expenditure accounts by year – Totals including contingencies 

Table 5.  Components by financier 

Table 6.  Expenditure accounts by financier 

Table 7.  Disbursement accounts by financier 

Table 8.  Disbursement by semesters and government cash flow 

Table 9.  Procurement account by year 

Table 10.  Procurement account by financier 

Table 11.  Procurement arrangements  

 

Attachment 2. Detailed cost tables 

Table 1.1. Out grower development - Bulk infrastructure 

Table 1.2. Out grower development - Bulk infrastructure operation & maintenance, and additional water 

storage 

Table 1.3. Out grower development - On-farm works 

Table 1.4. Out grower development - Capacity building 

Table 2.1. Climate resilient community development - Village infrastructure & agribusiness development 

Table 2.2. Climate resilient community development - Institutional capacity building 

Table 3.    Programme coordination and management 
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Appendix 9. Attachment 1: Summary cost tables 

 

Table 1.  Components programme cost summary 

 

 

 

 

 

Table 2. Expenditure accounts programme cost summary 

 

 

 

 

 

 

 

Tanzania (TZS Billion) (US$ Million)

BASIC % % Total % % Total

Components Programme Cost Summary Foreign Base Foreign Base

Local Foreign Total Exch. Costs Local Foreign Total Exch. Costs

A. Sugarcane outgrower development

Bulk infrastructure 45.9 19.1 65.0 29 32 27.8 11.6 39.4 29 32

Outgrower development 48.9 16.5 65.4 25 32 29.6 10.0 39.7 25 32

Subtotal Sugarcane outgrower development 94.8 35.6 130.4 27 63 57.5 21.6 79.1 27 63

B. Climate resilient community development

Village infrastructure and agribusiness development 31.9 10.7 42.5 25 21 19.3 6.5 25.8 25 21

Institution strengthening 7.0 1.9 8.9 21 4 4.3 1.2 5.4 21 4

Subtotal Climate resilient community development 38.9 12.6 51.5 24 25 23.6 7.6 31.2 24 25

C. Programme coordination and management

Programme coordination 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Subtotal Programme coordination & management 20.4 3.9 24.3 16 12 12.4 2.4 14.7 16 12

Total BASELINE COSTS 154.1 52.1 206.2 25 100 93.4 31.6 125.0 25 100

Physical Contingencies 8.8 4.1 12.9 32 6 5.3 2.5 7.8 32 6

Price Contingencies 35.6 10.4 46.0 23 22 4.4 1.3 5.7 22 5

Total PROGRAMME COSTS 198.5 66.6 265.1 25 129 103.2 35.3 138.5 26 111

Tanzania

BASIC (TZS Billion) (US$ Million)

Expenditure Accounts % % Total % % Total

Project Cost Summary Foreign Base Foreign Base

Local Foreign Total Exchange Costs Local Foreign Total Exchange Costs

 I. Investment Costs

A. Civil Works 45.6 22.8 68.4 33 33 27.7 13.8 41.5 33 33

B. Vehicles 2.1 2.9 5.0 57 2 1.3 1.7 3.0 57 2

C. Equiment & materials 43.7 15.9 59.6 27 29 26.5 9.6 36.1 27 29

E. Consultancies 25.9 8.9 34.8 26 17 15.7 5.4 21.1 26 17

F. Training & Wshop 6.7 1.6 8.3 19 4 4.1 1.0 5.1 19 4

G. Salaries & allow ancies 14.1 - 14.1 - 7 8.5 - 8.5 - 7

Total Investment Costs 138.2 52.0 190.2 27 92 83.8 31.5 115.3 27 92

II. Recurrent Costs

A. Operating costs 8.6 - 8.6 - 4 5.2 - 5.2 - 4

B. Bulk infra op&m 7.3 0.1 7.4 1 4 4.4 0.1 4.5 1 4

Total Recurrent Costs 15.9 0.1 16.0 1 8 9.6 0.1 9.7 1 8

Total BASELINE COSTS 154.1 52.1 206.2 25 100 93.4 31.6 125.0 25 100

Physical Contingencies 8.8 4.1 12.9 32 6 5.3 2.5 7.8 32 6

Price Contingencies 35.6 10.4 46.0 23 22 4.4 1.3 5.7 22 5

Total PROJECT COSTS 198.5 66.6 265.1 25 129 103.2 35.3 138.5 26 111
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Table 3. Programme components by year – Totals including contingencies 

 

 

 

Table 4. Expenditure accounts by year – Totals including contingencies 

 
 

 

 

 

 

 

 

 

 

 

 

 

Tanzania

BASIC

Programme Components by Year -- Totals Including Contingencies

(US$ Million) Totals Including Contingencies

2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

A. Sugarcane outgrower development

Bulk infrastructure 0.7 13.3 21.9 3.9 0.6 0.8 1.0 1.1 1.1 44.3

Outgrower development 1.7 1.3 5.6 9.8 12.2 10.9 1.3 0.8 0.7 44.3

Subtotal Sugarcane outgrower development 2.5 14.6 27.4 13.7 12.8 11.7 2.3 2.0 1.8 88.7

B. Climate resilient community development

Village infrastructure and agribusiness development 2.3 2.7 4.0 5.1 6.1 5.4 2.1 0.6 0.3 28.6

Institution strengthening 1.5 0.6 0.5 0.5 0.5 0.4 1.1 0.3 0.4 5.8

Subtotal Climate resilient community development 3.8 3.3 4.6 5.6 6.6 5.8 3.3 0.9 0.7 34.4

C. Programme coordination and management

Programme coordination 2.2 1.8 1.8 1.8 1.9 2.2 1.5 1.1 1.2 15.4

Subtotal Programme coordination and management 2.2 1.8 1.8 1.8 1.9 2.2 1.5 1.1 1.2 15.4

Total PROGRAMME COSTS 8.5 19.7 33.8 21.1 21.3 19.7 7.0 3.9 3.6 138.5

Tanzania

BASIC

Expenditure Accounts by Years -- Totals Including Contingencies

(US$ Million) Totals Including Contingencies

2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs

A. Civil Works 0.0 11.7 20.1 8.1 5.2 3.5 0.0 - - 48.7

B. Vehicles 1.6 0.1 0.1 0.1 0.0 0.5 0.6 0.1 - 3.1

C. Equiment & materials 1.0 1.6 7.3 7.4 10.6 10.6 1.5 0.0 - 40.1

E. Consultancies 3.5 3.8 3.7 2.9 2.5 2.0 1.6 1.0 0.9 21.9

F. Training & Wshop 0.7 0.7 0.7 0.7 0.7 0.6 0.5 0.4 0.3 5.3

G. Salaries & allow ancies 1.1 1.1 1.1 1.1 1.1 1.0 1.1 0.7 0.7 9.1

Total Investment Costs 7.9 19.0 33.1 20.3 20.1 18.3 5.3 2.2 2.0 128.1

II. Recurrent Costs

A. Operating costs 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 5.5

B. Bulk infra op&m - 0.0 0.1 0.2 0.6 0.8 1.0 1.0 1.1 4.8

Total Recurrent Costs 0.6 0.6 0.7 0.8 1.2 1.5 1.6 1.6 1.7 10.4

Total PROJECT COSTS 8.5 19.7 33.8 21.1 21.3 19.7 7.0 3.9 3.6 138.5
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Table 5.  Components by financiers 

 

 

 

Table 6.  Expenditure accounts by financiers 

 

 

 

Table 7. Disbursement accounts by financier 

 

 

 

Tanzania

BASIC IFAD IFAD Local Duties 

Components by Financiers IFAD ASAP Country Banks & Farmers & Total For. (Excl. &

(US$ Million) GOT % AfDB % Loan % Grant % grant % Companies % Companies % Amount % Exch. Taxes) Taxes

A. Sugarcane outgrower development

Bulk infrastructure 5.7 12.9 29.8 67.3 6.4 14.4 - - - - - - 2.4 5.4 44.3 32.0 13.1 25.5 5.7

Outgrower development 5.5 12.5 - - 21.4 48.2 - - - - 16.0 36.2 1.4 3.1 44.3 32.0 11.3 27.9 5.1

Subtot. Sugarcane outgrower development 11.2 12.7 29.8 33.6 27.8 31.3 - - - - 16.0 18.1 3.8 4.3 88.7 64.0 24.5 53.4 10.8

B. Climate resilient community development

Village infrastructure and agribusiness develop. 2.9 10.1 - - 13.0 45.4 8.1 28.4 - - 3.8 13.4 0.8 2.7 28.6 20.7 7.3 18.9 2.5

Institution strengthening 0.4 7.0 - - 3.5 60.0 1.9 33.0 - - - - - - 5.8 4.2 1.2 4.2 0.4

Subtot. Climate resilient community develop. 3.3 9.6 - - 16.5 47.9 10.0 29.1 - - 3.8 11.2 0.8 2.2 34.4 24.9 8.5 23.1 2.9

C. Programme coordination and management

Programme coordination 0.8 5.4 0.2 1.5 12.4 80.3 - - 2.0 12.8 - - - - 15.4 11.1 2.4 12.8 0.2

Total PROGRAMME COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9

Tanzania

BASIC

Components by Financiers IFAD IFAD IFAD Banks & Farmers & Local

(US$ Million) GOT AfDB loan ASAP grant Country grant companies companies Total For. (Excl. Duties &

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Exch. Taxes) Taxes

A. Sugarcane outgrower development

Bulk infrastructure 5.7 12.9 29.8 67.3 6.4 14.4 - - - - - - 2.4 5.4 44.3 32.0 13.1 25.5 5.7

Outgrow er development 5.5 12.5 - - 21.4 48.2 - - - - 16.0 36.2 1.4 3.1 44.3 32.0 11.3 27.9 5.1

Subtotal Sugarcane outgrower development 11.2 12.7 29.8 33.6 27.8 31.3 - - - - 16.0 18.1 3.8 4.3 88.7 64.0 24.5 53.4 10.8

B. Climate resilient community development

Village infrastructure and agribusiness development 2.9 10.1 - - 13.0 45.4 8.1 28.4 - - 3.8 13.4 0.8 2.7 28.6 20.7 7.3 18.9 2.5

Institution strengthening 0.4 7.0 - - 3.5 60.0 1.9 33.0 - - - - - - 5.8 4.2 1.2 4.2 0.4

Subtotal Climate resilient community development 3.3 9.6 - - 16.5 47.9 10.0 29.1 - - 3.8 11.2 0.8 2.2 34.4 24.9 8.5 23.1 2.9

C. Programme coordination and management

Programme coordination 0.8 5.4 0.2 1.5 12.4 80.3 - - 2.0 12.8 - - - - 15.4 11.1 2.4 12.8 0.2

Total PROJECT COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9

Tanzania

BASIC

Disbursement Accounts by Financiers IFAD IFAD IFAD Banks & Farmers & Local

(US$ Million) GOT AfDB loan ASAP grant Country grant companies companies Total For. (Excl. Duties &

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Exch. Taxes) Taxes

1. Af-Civil Works 3.2 15.3 17.8 84.7 - - - - - - - - - - 21.0 15.1 7.1 10.7 3.2

2. Af-Equipment & materials 0.9 15.3 4.8 84.7 - - - - - - - - - - 5.7 4.1 1.9 2.9 0.9

3. Af-Pow er 0.9 15.3 4.9 84.7 - - - - - - - - - - 5.8 4.2 2.0 2.9 0.9

4. Af-Consultancies - - 2.4 100.0 - - - - - - - - - - 2.4 1.7 0.5 1.9 -

5. Af-Salaries & allow ancies -0.0 - 0.2 43.0 0.2 31.4 0.1 25.7 - - - - - - 0.5 0.4 - 0.5 -

6. Gvt-Fin 1.5 100.0 - - - - - - - - - - - - 1.5 1.1 0.2 1.3 -

7. IF-Civil Works 2.0 15.3 - - 11.3 84.7 - - - - - - - - 13.3 9.6 4.5 6.8 2.0

8. IF-Vehicles 0.6 17.8 - - 1.9 60.1 0.7 22.1 - - - - - - 3.1 2.2 1.8 0.8 0.6

9. IF-Equipment & materials 1.4 15.3 - - 1.0 11.1 0.3 3.0 - - 6.3 70.6 - - 8.9 6.5 2.3 5.3 1.4

11. IF-Consultancies 0.0 - - - 12.8 77.9 3.6 22.1 - - - - - - 16.4 11.8 3.3 13.1 -

12. IF-Training & Wshop 0.1 1.9 - - 3.9 73.5 1.3 24.6 - - - - - - 5.3 3.8 1.0 4.2 0.1

13. IF-Village infrastructure 1.0 11.3 - - 4.2 48.8 3.5 39.9 - - - - - - 8.6 6.2 2.7 5.0 1.0

14. IF-Climate-smart equity 3.9 15.3 - - 5.9 23.0 - - - - 13.6 53.3 2.2 8.5 25.5 18.4 6.5 15.1 3.9

15. IF-Salaries & allow ancies -0.0 - - - 7.4 93.0 0.6 7.0 - - - - - - 7.9 5.7 - 7.9 -

16. IF-Operating costs - - - - 5.5 100.0 - - - - - - - - 5.5 4.0 - 5.5 -

17. IF-Operating costs BI 0.0 - - - 2.4 50.0 - - - - - - 2.4 50.0 4.8 3.5 0.1 4.8 -

18. IF-Country G 0.0 - - - 0.3 11.5 - - 2.0 88.5 - - - - 2.2 1.6 1.6 0.6 -

Total PROJECT COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9
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Table 8.  Disbursement by semesters and government cash flow 

 

 

 

Table 9.  Procurement account by year 

  

 
 

 

 

Table 10.  Procurement account by financier 

 

 
 

 

 

 

Tanzania

BASIC Financing Available Costs to

Disbursements by Semesters IFAD IFAD be

 and Government Cash Flow IFAD ASAP Country Banks & Farmers & Financed GOT

AfDB loan grant grant companiescompanies Project Cash Cumulative

(US$ Million) Amount Amount Amount Amount Amount Amount Total Costs Flow Cash Flow

1 0.4 2.8 0.8 - - - 3.9 4.2 -0.3 -0.3

2 0.4 2.8 0.8 - - - 3.9 4.2 -0.3 -0.6

3 5.7 2.2 0.7 0.2 - 0.0 8.7 9.8 -1.1 -1.7

4 5.7 2.2 0.7 0.2 - 0.0 8.7 9.8 -1.1 -2.8

5 8.3 4.2 0.9 0.2 1.0 0.1 14.7 16.9 -2.2 -5.0

6 8.3 4.2 0.9 0.2 1.0 0.1 14.7 16.9 -2.2 -7.1

7 0.6 5.1 0.8 0.2 2.3 0.3 9.3 10.5 -1.3 -8.4

8 0.6 5.1 0.8 0.2 2.3 0.3 9.3 10.5 -1.3 -9.6

9 0.0 4.6 0.8 0.2 3.2 0.5 9.4 10.6 -1.3 -10.9

10 0.0 4.6 0.8 0.2 3.2 0.5 9.4 10.6 -1.3 -12.2

11 - 4.3 0.4 0.2 3.1 0.6 8.6 9.9 -1.2 -13.4

12 - 4.3 0.4 0.2 3.1 0.6 8.6 9.9 -1.2 -14.6

13 - 2.3 0.4 - 0.3 0.3 3.2 3.5 -0.2 -14.9

14 - 2.3 0.4 - 0.3 0.3 3.2 3.5 -0.2 -15.1

15 - 1.5 0.2 - - 0.3 1.9 1.9 -0.1 -15.2

16 - 1.5 0.2 - - 0.3 1.9 1.9 -0.1 -15.3

17 - 1.4 0.1 - - 0.3 1.8 1.8 -0.1 -15.3

18 - 1.4 0.1 - - 0.3 1.8 1.8 -0.1 -15.4

Total 30.1 56.6 10.0 2.0 19.9 4.6 123.1 138.5 -15.4 -15.4

Procurement Accounts by Years

(US$ Million) Totals Including Contingencies

2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

1. Civil w orks 0.042 11.720 20.135 8.118 5.169 3.465 0.046 - - 48.695

2. Vehicles 0.989 0.126 0.120 0.057 0.022 0.374 0.626 0.055 - 2.371

3. Equipment & materials 0.871 1.608 7.335 7.384 10.518 10.618 1.497 0.027 - 39.859

5. Consultancies 4.404 3.966 3.872 3.029 2.756 2.342 1.755 1.145 0.933 24.203

6. Training & Wshop 0.483 0.539 0.526 0.554 0.474 0.421 0.363 0.280 0.284 3.925

7. Operating costs 0.592 0.611 0.684 0.836 1.212 1.464 1.647 1.645 1.677 10.367

8. Salaries & allow ancies 1.076 1.088 1.102 1.116 1.130 1.039 1.052 0.739 0.748 9.091

Total 8.459 19.659 33.774 21.095 21.282 19.723 6.986 3.891 3.642 138.511

Procurement Accounts by Financiers IFAD IFAD IFAD Banks & Farmers & Local

(US$ Million) GOT AfDB loan ASAP grant Country grant companies companies Total For. (Excl. Duties &

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Exch. Taxes) Taxes

1. Civil w orks 7.1 14.5 22.7 46.5 15.5 31.8 3.5 7.1 - - - - - - 48.7 35.2 16.2 25.4 7.1

2. Vehicles 0.4 17.2 - - 1.4 59.3 0.6 23.5 - - - - - - 2.4 1.7 1.4 0.6 0.4

3. Equipment & materials 6.1 15.3 4.8 12.0 6.7 16.7 0.3 0.7 - - 19.9 49.9 2.2 5.4 39.9 28.8 10.6 23.2 6.1

5. Consultancies 1.0 4.3 2.4 9.9 14.4 59.6 4.4 18.1 2.0 8.1 - - - - 24.2 17.5 6.3 17.7 0.2

6. Training & Wshop 0.1 2.6 - - 3.1 79.9 0.7 17.5 - - - - - - 3.9 2.8 0.7 3.1 0.1

7. Operating costs 0.0 0.3 - - 7.9 76.5 - - - - - - 2.4 23.2 10.4 7.5 0.1 10.3 -

8. Salaries & allow ancies 0.6 6.7 0.2 2.6 7.6 83.1 0.7 7.6 - - - - - - 9.1 6.6 - 9.1 -

Total PROJECT COSTS 15.4 11.1 30.1 21.7 56.6 40.9 10.0 7.2 2.0 1.4 19.9 14.4 4.6 3.3 138.5 100.0 35.3 89.3 13.9
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Table 11.  Procurement arrangements 

 

Tanzania

BASIC Procurement Method

Procurement Arrangements - Non ICB/LCB Aggregated as OtherInternational National

(US$ Million) Competitive Competitive Consulting

Bidding Bidding Services Other N.B.F. Total

A. Civil w orks 37.760 8.917 - 2.018 - 48.695

 (22.654) (22.654)

B. Vehicles 2.371 - - - - 2.371

 

C. Equipment & materials 6.072 23.841 - 9.946 - 39.859

 (4.798) (4.798)

D. Goods & inputs - - - - -

 

E. Consultancies 16.426 0.211 4.318 2.384 0.863 24.203

 (2.384) (2.384)

F. Training & Wshop - - 1.902 2.023 - 3.925

 

G. Operating costs - - - 10.334 0.034 10.367

 

H. Salaries & allow ancies - - 6.803 1.675 0.612 9.091

 (0.235) (0.235)

Total 62.629 32.969 13.023 28.380 1.509 138.511

 (27.452) - (0.235) (2.384) - (30.071) 

Note: Figures in parenthesis are the respective amounts f inanced by AfDB
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Appendix 9. Attachment 2: Detailed cost tables 

Table 1.1.Out grower development – Bulk Infrastructure 

 

Table 1.1. Outgrower development - Bulk infrastructure

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total (US$ '000) 2016 2017 2018 2019 20202021202220232024 Total

 I. Investment Costs

A. BI civil works & equipment

1. Bulk water supply

Pumps stations no - 2 3 - - - - - - 5 189.7 - 379 569 - - - - - - 948

Conveyance pipes /a km - 21 20 - - - - - - 41 40.0 - 840 800 - - - - - - 1 640

Drainage canals /b km - 12 16 13 - - - - - 41 37.7 - 452 603 490 - - - - - 1 546

Subtotal Bulk water supply - 1 672 1 972 490 - - - - - 4 134

2. Climate proofing

Flood protection km - - 23 - - - - - - 23 152.1 - - 3 499 - - - - - - 3 499

Water storage /c facility - - 1 - - - - - - 1 5,757.6 - - 5 758 - - - - - - 5 758

Water storage intake /d ls - - 1 - - - - - - 1 1,666.7 - - 1 667 - - - - - - 1 667

Subtotal Climate proofing - - 10 923 - - - - - - 10 923

3. Supporting infrastructure

Sugarcane haulage roads /e km - 33 - - - - - - - 33 83.0 - 2 740 - - - - - - - 2 740

Wami bridge expansion /f dam - 1 - - - - - - - 1 2,060.6 - 2 061 - - - - - - - 2 061

Administration off ice /g no - 1 - - - - - - - 1 157.6 - 158 - - - - - - - 158

Subtotal Supporting infrastructure - 4 958 - - - - - - - 4 958

Subtotal BI civil works & equipment - 6 630 12 895 490 - - - - - 20 015

B. Electricity power supply

1. Main supply lines

High voltage grid to factory pow erlines /h km - 39 - - - - - - - 39 51.8 - 2 021 - - - - - - - 2 021

High voltage pow erlines /i km - 15 20 12 - - - - - 47 24.2 - 364 485 291 - - - - - 1 139

Fibre optic data cables km - 15 20 12 - - - - - 47 9.1 - 136 182 109 - - - - - 427

Low  voltage distribution lines /j km - 8 11 - - - - - - 19 20.6 - 165 227 - - - - - - 392

360 KVA transformers /k piece - 2 3 - - - - - - 5 28.7 - 57 86 - - - - - - 144

200 KVA transformers /l piece - 6 7 - - - - - - 13 17.4 - 104 122 - - - - - - 226

Subtotal Main supply lines - 2 848 1 101 400 - - - - - 4 349

C. Studies and supervision

1. Design and supervision /m

Water storage and intake ls 0.33 0.33 0.33 - - - - - - 0.99 618.2 204 204 204 - - - - - - 612

Bulk w ater supply ls 0.25 0.25 0.25 0.25 - - - - - 1 464.5 116 116 116 116 - - - - - 465

Roads, dykes & Wami bridge ls 0.33 0.33 0.33 - - - - - - 0.99 848.5 280 280 280 - - - - - - 840

Pow er supply ls 0.33 0.33 0.33 - - - - - - 0.99 430.3 142 142 142 - - - - - - 426

Total Investment Costs 742 10 220 14 739 1 006 - - - - - 26 707

II. Recurrent Costs /n

Total 742 10 220 14 739 1 006 - - - - - 26 707

\a From pumps to farm boundaries, including excavation, pressurised PVCs, f ittings and accessories and filling.

\b Depth of 1.5 m, bottom 2.0 m w ide w ith slide slope 1:2

\c Earth dam w ith 1.4 cubic m storage capacity, 12 m high dam w all & spillw ay

\d Pump to w ater storage facility conveyance pipe of 600 mm for 1 km.

\e Main haulage 8 m w ide roads from farm companies to EE mill factory

\f Conversion of existing railw ay road bridge to dual purpose from 4 m to 8-10 m w idth for haulage tractors to reach nucleus estate.

\g 250 square meters off ice space to be divided betw een Bulk infrastructure administration and training for capacity building, incuding training center, w ith sanitary and storage facilities and secure fencing

\h From TANESCO grid at Ukuni to EE mill factory

\i From mill to pump stations

\j From the high voltage pow er lines to the farm boundary

\k For each of the 5 pump stations

\l 1 for every 2 outgrow er farms

\m 8% of capital for w ater storage facility and 10% of capital costs for all other infrastructure

\n See Appendix 4 for a discussion of the management of bulk infrastructure and Table 1.2 for the costing.
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Table 1.2. Out grower development – Bulk infrastructure operation & maintenance, and additional 

water storage 

 

 

Table 1.2. Outgrower development - Bulk infrastructure, operation and maintenance, and additional storage

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 20162017201820192020 2021202220232024 Total (US$ '000)20162017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs

A. Additional w ater storage ls - - 1 1 - - - - - 2 1,500.0 - - 1 500 1 500 - - - - - 3 000

B. Equipment

Office furniture no - - 1 - - - - - - 1 20.0 - - 20 - - - - - - 20

Office equipment no - - 1 - - - - 1 - 2 20.0 - - 20 - - - - 20 - 40

Water meter system no - - - - - - - - - - - - - - - - - - - -

Tools for maintenance no - - - 1 - - - - - 1 50.0 - - - 50 - - - - - 50

Minibus for 12 no - - 1 - - - - - - 1 25.0 - - 25 - - - - - - 25

Vehicle 4x4 Double cabin no - - 1 - - - - 1 - 2 40.0 - - 40 - - - - 40 - 80

Motorcycles no - - - 9 - - - - - 9 3.0 - - - 27 - - - - - 27

Total Investment Costs - - 1 605 1 577 - - - 60 - 3 242

II. Recurrent Costs

A. Staff

Manager month - 6 12 12 12 12 12 12 12 90 2.0 - 12 24 24 24 24 24 24 24 179

Accountant month - - - 12 12 12 12 12 12 72 1.8 - - - 21 21 21 21 21 21 129

Clerk month - - 6 12 12 12 12 12 12 78 0.4 - - 3 5 5 5 5 5 5 33

Guard month - - 6 12 12 12 12 12 12 78 0.3 - - 2 4 4 4 4 4 4 23

Foreman month - - - 12 24 24 36 36 36 168 0.8 - - - 10 20 20 30 30 30 141

Plumber month - - - 12 12 24 48 48 48 192 0.5 - - - 6 6 12 23 23 23 92

Pump attendants month - - - 12 24 36 36 36 36 180 0.3 - - - 4 7 11 11 11 11 54

NSSF contribution /a month - - 1 4 4 5 6 6 6 31

Subtotal Staff - 12 29 77 91 101 124 124 124 682

B. Operating costs

Electricty for pumps station no - - 0.1 0.3 0.7 1 1 1 1 5.1 410.0 - - 41 123 287 410 410 410 410 2 091

Water charges no - - 0.1 0.3 0.7 1 1 1 1 5.1 1.5 - - 0 0 1 2 2 2 2 8

Office and vehicles no - - 0.2 0.5 0.7 1 1 1 1 5.4 25.0 - - 5 13 18 25 25 25 25 135

Subtotal Operating costs - - 46 136 306 437 437 437 437 2 234

C. Maintenance Costs

Dam /b ls - - - - 1 1 1 1 1 5 60.0 - - - - 60 60 60 60 60 300

Flood protection /c ls - - - - 0.3 0.75 1 1 1 4.05 68.6 - - - - 21 51 69 69 69 278

Pumps stations /d ls - - - - 0.4 0.6 1 1 1 4 50.0 - - - - 20 30 50 50 50 200

Conveyance pipes /e ls - - - - 0.2 0.3 0.5 0.7 1 2.7 34.0 - - - - 7 10 17 24 34 92

Haulage roads /f ls - - - - 0.3 0.5 1 1 1 3.8 135.0 - - - - 41 68 135 135 135 513

Drainage /g ls - - - - 0.3 0.5 1 1 1 3.8 45.0 - - - - 14 23 45 45 45 171

Total - 12 1 680 1 790 558 779 936 1 003 953 7 711 

\a 5% employer contribution - Gvt f inacial contribution

\b 1% of capital cost

\c 2% of capital cost

\d 6% of capital costs

\e 2% of capital costs

\f 5% of capital costs

\g 3% of capital costs
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Table 1.3.Out grower development – On farm works 

 

 

 

 

 

Table 1.3. Outgrower development - On-farm works

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 201620172018 2019 2020 2021 2022 2023 2024 Total (US$ '000)2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs /a

A. On-farm works and equipments

1. On-farm civil works /b

Land preparation /c ha - - 375 750 1 000 875 - - - 3 000 2 - - 653 1 307 1 742 1 525 - - - 5 227

Roads km - - 18.5 34.3 8.3 - - - - 61.1 12 - - 224 416 101 - - - - 741

Pow er connection /d no - - 3 6 8 7 - - - 24 1 - - 3 5 7 6 - - - 22

Subtotal On-farm civil works - - 880 1 728 1 850 1 531 - - - 5 990

2. Irrigation equipment /e ha - - 375 750 1 000 875 - - - 3 000 3 - - 1 125 2 250 3 000 2 625 - - - 9 000

3. Farm Equipment /f

60kw  4w d agricultural tractor no - - 6 12 16 14 - - - 48 34 - - 202 404 539 471 - - - 1 616

8t drop side tip trailer no - - 3 6 8 7 - - - 24 12 - - 36 72 96 84 - - - 289

Mounted boomspray 10 m no - - 3 6 8 7 - - - 24 10 - - 30 60 80 70 - - - 240

1.8m heavy duty slasher no - - 3 6 8 7 - - - 24 2 - - 7 14 19 17 - - - 58

2 Row  Inter row  shielded sprayer no - - 3 6 8 7 - - - 24 4 - - 12 24 32 28 - - - 96

Knapsac nurse tank and 12 knapsacs no - - 3 6 8 7 - - - 24 14 - - 42 84 112 98 - - - 335

Workshop and off ice equipment no - - 3 6 8 7 - - - 24 4 - - 12 23 31 27 - - - 92

Company off ices /g no - - 3 6 8 7 - - - 24 35 - - 105 210 280 245 - - - 840

Subtotal Farm Equipment - - 446 891 1 189 1 040 - - - 3 566

4. Crop establishment /h ha - - 375 750 1 000 875 - - - 3 000 2 - - 714 1 427 1 903 1 665 - - - 5 709

Total - - 3 165 6 297 7 942 6 861 - - - 24 265 

\a Farm operating and variable costs are fully paid by outgrow er companies and are presented in the f inancial model in Appendix 10

\b Financed by IFAD to provide equity to outgrow er companies

\c Includes land clearing, land formation, preparation, and drainage

\d By company

\e Financing 70% by banks, 10% outgrow er companies,and 20% incremental climate-smart equity contribution from IFAD loan

\f Financed 70% by banks, 10% outgrow er companies, and 20% incremental climate-smart equity contribution from IFAD loan, equipment proposed for no-till and green harvesting

\g 60 m2, including sanitary facilities shed and fertiliser storage area, covered areas for machines and fencing.

\h 100% bank financing
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Table 1.4.Out grower development - Capacity building 

 

Table 1.4. Outgrower development - Capacity building

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total (US$ '000) 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs

A. Village capacity building

1. Village teams /a month 144 144 144 144 144 144 144 96 48 1 152 1.5 216 216 216 216 216 216 216 144 72 1 728

2. Senior team

Manager month 12 12 12 12 12 12 12 12 12 108 4.2 50 50 50 50 50 50 50 50 50 454

Senior Specilaists /b month 36 36 36 36 36 36 18 18 12 264 3.8 137 137 137 137 137 137 68 68 46 1 003

Subtotal Senior team 187 187 187 187 187 187 119 119 96 1 457

3. Office team

Manager/Logistics month 12 12 12 12 12 12 12 12 12 108 2.8 34 34 34 34 34 34 34 34 34 302

Accountant month 12 12 12 12 12 12 12 12 12 108 1.9 23 23 23 23 23 23 23 23 23 207

GIS specialist month 12 12 12 12 12 12 4 - - 76 2.8 34 34 34 34 34 34 11 - - 213

GIS data entry month 12 12 12 12 12 12 4 - - 76 1.2 14 14 14 14 14 14 5 - - 91

Admin - staff /c month 60 60 60 60 60 60 60 60 60 540 0.6 36 36 36 36 36 36 36 36 36 324

Subtotal Office team 141 141 141 141 141 141 109 93 93 1 138

4. Training tax at 4% /d month 23 23 23 23 23 23 19 15 11 183

5. NSSF employer contribution /e annum 29 29 29 29 29 29 24 19 14 228

6. Equipment

Laptops no 25 - - - 10 - - - - 35 1.2 30 - - - 12 - - - - 42

Office equipment /f ls 1 - - - 1 - - - - 2 35.0 35 - - - 35 - - - - 70

Office furniture no 1 - - - - - - - - 1 30.0 30 - - - - - - - - 30

Generator/solar panels no 1 - - - - - - - - 1 25.0 25 - - - - - - - - 25

Double cabin 4X4 no 4 - - - - 2 - - - 6 40.0 160 - - - - 80 - - - 240

Motorcycles no 9 - - - - 9 - - - 18 3.0 27 - - - - 27 - - - 54

Subtotal Equipment 307 - - - 47 107 - - - 461

Subtotal Village capacity building 902 595 595 595 642 702 486 389 285 5 194

B. Regional technical assistance

Water management month 4 4 4 4 4 4 4 - - 28 16.5 66 66 66 66 66 66 66 - - 462

Agri-Business month 3 3 3 3 3 3 3 2 2 25 16.5 50 50 50 50 50 50 50 33 33 413

Irrigation engineer month 4 4 4 4 4 4 4 - - 28 16.5 66 66 66 66 66 66 66 - - 462

Other month 6 6 6 6 6 4 4 2 2 42 16.5 99 99 99 99 99 66 66 33 33 693

Travel & other month 27 27 27 25 25 21 21 6 6 185 3.0 81 81 81 75 75 63 63 18 18 555

Subtotal Regional technical assistance 362 362 362 356 356 311 311 84 84 2 585

C. Support to national sugar institutions

1. SBT ls 1 1 1 1 1 1 1 1 1 9 50.0 50 50 50 50 50 50 50 50 50 450

2. STRIT ls 1 1 1 1 1 1 1 1 1 9 100.0 100 100 100 100 100 100 100 100 100 900

3. TASGA ls 1 1 1 1 1 1 1 1 1 9 50.0 50 50 50 50 50 50 50 50 50 450

Subtotal Support to national sugar institutions 200 200 200 200 200 200 200 200 200 1 800

D. Enviromental monitoring /g ls 1 1 1 1 1 1 1 - - 7 35.0 35 35 35 35 35 35 35 - - 245

Total Investment Costs 1 499 1 192 1 192 1 186 1 233 1 248 1 032 673 569 9 824

II. Recurrent Costs

A. Office operations /h month 12 12 12 12 12 12 12 12 12 108 5.0 60 60 60 60 60 60 60 60 60 540

B. Vehicles month 48 48 48 48 48 48 48 24 24 384 1.0 48 48 48 48 48 48 48 24 24 384

C. Motorcycles month 108 108 108 108 108 108 84 60 60 852 0.2 22 22 22 22 22 22 17 12 12 170

Total Recurrent Costs 130 130 130 130 130 130 125 96 96 1 094

Total 1 629 1 322 1 322 1 316 1 363 1 378 1 156 769 665 10 918

\a Young Tanzanians: sociologist, agriculturalist, engineer, business

\b Including: sociologist, engeneer, business

\c Including: 1 secretary, 1 admin clerk, 3 drivers

\d 4% training tax on local payroll

\e 5% of w ages

\f Includes GIS computer&softw are, 2 desktops, printers, panels, projectors, and 3 GPS handsets

\g Including enviromental audit every 2 yrs, NEMC and district monitoring of ESMP

\h Includes instruments, printing, materials, supplies and communications
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Table 2.1.Climate resilient community development – Village infrastructure & agribusiness 

development 

 

 

 

Table 2.1. Climate resilient community development - Village infrastructure and agribusiness development

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total (US$ '000) 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs /a

A. Village planning

1. Land use & titling

Land surveys no - 6 6 6 - - - - - 18 10.0 - 60 60 60 - - - - - 180

VLUPs /b village 9 6 6 6 - - - - - 27 12.0 108 72 72 72 - - - - - 324

Programme Area VLUP framew ork /c sub-reg 1 - - - - - - - - 1 50.0 50 - - - - - - - - 50

Bagamoyo Tow n Spatial Plan tow n - 1 - - - - - - - 1 30.0 - 30 - - - - - - - 30

Village Land Registries /d village 5 10 6 6 - - - - - 27 7.0 35 70 42 42 - - - - - 189

Motorcycles for villages /e no - 5 10 6 6 - - - - 27 3.0 - 15 30 18 18 - - - - 81

Subtotal Land use & titling 193 247 204 192 18 - - - - 854

B. Climate-smart village investments

1. Village investments

Infrastructure /f no - - 4 6 8 6 - - - 24 121.2 - - 485 727 970 727 - - - 2 909

Afforestation /g no - 5 10 6 6 - - - - 27 60.6 - 303 606 364 364 - - - - 1 636

Demonstration plots for FFS and CA plot - 27 54 54 54 54 54 - - 297 0.5 - 14 27 27 27 27 27 - - 149

Livestock demonstrations no - - 27 27 27 27 27 - - 135 0.5 - - 14 14 14 14 14 - - 68

Household grants /h no - 500 700 700 600 - - - - 2 500 0.6 - 282 395 395 338 - - - - 1 409

Subtotal Village investments - 598 1 526 1 526 1 712 768 41 - - 6 171

C. Agribusiness companies /i

1. Agribusinesses no - - - 3 6 8 5 - - 22 200.0 - - - 600 1 200 1 600 1 000 - - 4 400

2. Small & medium business no - - 50 100 150 200 - - - 500 5.0 - - 250 500 750 1 000 - - - 2 500

Subtotal Agribusiness companies - - 250 1 100 1 950 2 600 1 000 - - 6 900

D. Climate-smart capacity building

1. Village capacity building

Village teams /j ls 1 1 1 1 1 1 0.75 0.75 0.3 7.8 206.8 207 207 207 207 207 207 155 155 62 1 613

Senior team /k ls 1 1 1 1 0.75 0.5 0.5 0.5 0.3 6.55 198.9 199 199 199 199 149 99 99 99 60 1 303

Office team ls 1 1 1 1 0.75 0.5 0.5 0.5 0.3 6.55 135.4 135 135 135 135 102 68 68 68 41 887

Training tax at 4% /l annum 23 23 23 23 23 23 19 15 11 183

NSSF employer contribution /m annum 29 29 29 29 29 29 24 19 14 228

International Techncial Assistance /n ls 1 1 0.75 0.5 0.25 0.1 0.1 - - 3.7 650.0 650 650 488 325 163 65 65 - - 2 405

Subtotal Village capacity building 1 243 1 243 1 080 918 672 491 430 356 187 6 619

2. Equipment /o ls 1 - - - - - - - - 1 287.0 287 - - - - - - - - 287

3. Operating costs-for f ield w ork ls 1 1 1 1 1 1 0.75 0.75 0.3 7.8 167.9 168 168 168 168 168 168 126 126 50 1 309

4. Other consultancies /p ls 2 2 2 2 2 - - - - 10 60.6 121 121 121 121 121 - - - - 606

Subtotal Climate-smart capacity building 1 819 1 532 1 369 1 207 961 658 556 482 237 8 821

E. Institutional capacity building

1. WRWBO

Hydrological monitoring equipment ls 1 - - - - - - - - 1 60.0 60 - - - - - - - - 60

Capacity building ls 1 1 1 1 1 1 1 - - 7 80.0 80 80 80 80 80 80 80 - - 560

Sub-catchment WRWBO /q day 150 150 150 150 150 150 150 150 150 1 350 0.2 33 33 33 33 33 33 33 33 33 295

Subtotal WRWBO 173 113 113 113 113 113 113 33 33 915

Total 2 185 2 490 3 462 4 138 4 753 4 139 1 709 515 270 23 660 

\a All investment are f inanced 55% by IFAD, 45% by ASAP grant, except for agribusiness and SMEs

\b Villages land use and development plans

\c Development of a low er Wami planning framew ork to articulate w ider land use including settlements, grow th points and livestock areas

\d Secure off ice, furnishings and equipment

\e For village council and land registries

\f Water harvesting, livestock infrastructure, access roads, w aste management

\g Community and riverine forestation, hotspots to be identif ied by Forest Department w ith communities

\h Demonstrations for rainw ater harvesting, improved cooking stoves, household sanitation, and other climate-smart practices

\i Financed 50% by banks, 10% by agribusiness companies, 40% by climate-smart equity contribution from IFAD loan

\j 3 teams of 4 young Tanzanians

\k 4 senior Tanzanians

\l 4% training tax on local payroll

\m 5% of w ages

\n Includes travel

\o Includes 4 vehicles, 9 motocycles, laptop and off ice equipment

\p For special studies, ie value chain analyses, research on appropriate technologies, etc

\q Includes per diem for 3 team persons @Sh 70,000 and 1 driver @Sh 60,000 + cost for 1 car @Sh 90,000/day (for 150 days)
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Table 2.2.  Climate resilient community development – Institutional capacity building 

 
 

Table 2.2. Climate resilient community development - Institutional capacity building

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 201620172018201920202021202220232024 Total (US$ '000) 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs /a

A. District institution strengthening

1. Land use Department

District community capacity building /b day 150 150 150 150 150 150 150 150 150 1 350 0.3 39 39 39 39 39 39 39 39 39 352

GIS survey, ploting and printing equipment no 1 - - - - - - - - 1 100.0 100 - - - - - - - - 100

Office space, cabinets, computers and off ice equipment set 1 - - - - - - - - 1 75.0 75 - - - - - - - - 75

Vehicle no 1 - - - - - - - - 1 40.0 40 - - - - - - - - 40

Motorcycles /c no 3 - - - - - - - - 3 3.0 9 - - - - - - - - 9

Training in M&E, planning & business planning no 2 1 1 1 - - - - - 5 10.0 20 10 10 10 - - - - - 50

Subtotal Land use Department 283 49 49 49 39 39 39 39 39 626

2. Agriculture Department

District community capacity building /d day 150 150 150 150 150 150 150 150 150 1 350 0.3 39 39 39 39 39 39 39 39 39 352

Cabinets, computers and off ice equipment no 1 - - - - - 1 - - 2 100.0 100 - - - - - 100 - - 200

Vehicles /e no 4 - - - - - 4 - - 8 40.0 160 - - - - - 160 - - 320

Motorcycles /f no - 30 - - - - 30 - - 60 3.0 - 90 - - - - 90 - - 180

Training /g no 40 40 40 40 - - - - - 160 1.5 60 60 60 60 - - - - - 240

Subtotal Agriculture Department 359 189 99 99 39 39 389 39 39 1 292

3. Other Departments /h

District community capacity building /i day 150 150 150 150 150 150 150 150 150 1 350 0.3 39 39 39 39 39 39 39 39 39 352

Computers and off ice equipment set 7 - - - - - 1 - - 8 15.0 105 - - - - - 15 - - 120

4x4 Vehicle set 7 - - - - - 6 - - 13 40.0 280 - - - - - 240 - - 520

Training in CSA approaches /j No - 5 5 5 5 5 - - - 25 5.0 - 25 25 25 25 25 - - - 125

Farmer to farmer training events - - - 20 20 20 20 20 20 120

Mainstreaming gender and HIV/AIDS /k No - 5 5 5 5 5 - - - 25 5.0 - 25 25 25 25 25 - - - 125

Subtotal Other Departments 424 89 89 109 109 109 314 59 59 1 362

Subtotal District institution strengthening 1 066 327 237 257 187 187 742 137 137 3 279

B. Biophysical monitoring

1. Consultancies

Site-specif ic survey /l ls 1 - 1 - 1 - 1 - 1 5 57.7 58 - 58 - 58 - 58 - 58 289

C. MAFC

1. Policy w ork and w eather info ls 1 1 1 1 1 - - - - 5 30.0 30 30 30 30 30 - - - - 150

2. Communications on climate-smart themes ls - 1 1 1 1 - - - - 4 25.0 - 25 25 25 25 - - - - 100

3. Programme supervision ls 1 1 1 1 1 1 1 1 1 9 10.0 10 10 10 10 10 10 10 10 10 90

4. 4x4 vehicle no 1 - - - - - - - - 1 40.0 40 - - - - - - - - 40

Subtotal MAFC 80 65 65 65 65 10 10 10 10 380

Total Investment Costs 1 204 392 360 322 310 197 810 147 205 3 948

II. Recurrent Costs

A. Operating costs

Office supplies ls 10 10 10 10 10 10 10 10 10 90 4.0 40 40 40 40 40 40 40 40 40 360

Vehicle maintenance & operation ls 10 10 10 10 10 10 10 10 10 90 8.0 80 80 80 80 80 80 80 80 80 720

Total Recurrent Costs 120 120 120 120 120 120 120 120 120 1 080

Total 1 324 512 480 442 430 317 930 267 325 5 028

\a All investments are f inanced 55% by IFAD, 45% by ASAP grant, except for recurrent costs

\b Includes per diem for 2 teams of 2 persons each @Sh70,000 and 1 driver @Sh 60,000 + transport @ Sh 90,000

\c Ward and villages

\d Includes per diem for 2 teams of 2 persons each @Sh70,000 and 1 driver @Sh 60,000 + transport @ Sh 90,000

\e For Agriculture Department, for Irrigation Engineer (bulk infrastructure), and 3 extension

\f Ward and villages

\g In-country training in CS techologies, FFS approach and excel

\h Livestock, Forestry, Environment and cleansing, Community, Gender, HIV/AIDS, Procurement

\i Includes per diem for 2 teams of 2 persons each @Sh70,000 and 1 driver @Sh 60,000 + transport @ Sh 90,000

\j Training in District by specialists, per 3 day course

\k Training in District by specialist for all Departments

\l Biophysical and social survey for assessing impact & climate-smart interventions
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Table 3.  Programme coordination and management 

 

 

Table 3. Programme coordination and management

Detailed Costs Quantities Unit Cost Base Cost (US$ '000)

Unit 201620172018201920202021202220232024Total (US$ '000) 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

 I. Investment Costs

A. PCMU

1. Staff - PCMU

Programme Coordinator pers/m 12 12 12 12 12 12 12 12 12 108 4.2 50 50 50 50 50 50 50 50 50 454

Process Managers /a pers/m 36 36 36 36 36 36 36 36 36 324 4.2 151 151 151 151 151 151 151 151 151 1 361

Planning, Monitoring and Evaluation Officer pers/m 12 12 12 12 12 12 12 12 12 108 3.8 46 46 46 46 46 46 46 46 46 410

Bulk Infrastructure Engineer pers/m 12 12 12 12 12 - - - - 60 3.8 46 46 46 46 46 - - - - 228

On-farm development&w ater management Engineer pers/m 12 12 12 12 12 - - - - 60 3.8 46 46 46 46 46 - - - - 228

Agronomist/ livestock off icer pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Agribusiness off icer pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Community development off icer pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Sociologist (gender, youth&HIV/AIDS) pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Environment Officer pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Communication Officer pers/m 12 12 12 12 12 12 12 - - 84 3.8 46 46 46 46 46 46 46 - - 319

Financial Controller pers/m 12 12 12 12 12 12 12 12 12 108 3.8 46 46 46 46 46 46 46 46 46 410

Procurement Officer pers/m 12 12 12 12 12 12 12 12 12 108 3.8 46 46 46 46 46 46 46 46 46 410

Accounts assistant pers/m 12 12 12 12 12 12 12 12 12 108 2.8 34 34 34 34 34 34 34 34 34 302

Administrative Officer pers/m 12 12 12 12 12 12 12 12 12 108 2.8 34 34 34 34 34 34 34 34 34 302

Drivers pers/m 84 84 84 84 84 84 84 84 84 756 0.6 50 50 50 50 50 50 50 50 50 454

Medical Insurance for Project staff /b ls 33 33 33 33 33 29 29 18 18 259

NSSF contribution /c ls 41 41 41 41 41 36 36 23 23 324

Subtotal Staff - PCMU 895 895 895 895 895 795 795 497 497 7 058

2. Vehicles (PCMU)

4X4 Double Cabin Vehicle no 7 - - - - 7 - - - 14 40.0 280 - - - - 280 - - - 560

Motorcycles no 2 - - - - - - - - 2 3.0 6 - - - - - - - - 6

Subtotal Vehicles (PCMU) 286 - - - - 280 - - - 566

3. Office equipment (PCMU)

Furniture /d set 10 - - - - - - - - 10 17.1 171 - - - - - - - - 171

Desktop Computer no 7 - - - - 7 - - - 14 1.2 8 - - - - 8 - - - 17

Office equipment /e no 25 - - - - 25 - - - 50 3.0 75 - - - - 75 - - - 150

Other off ice equipment /f set 1 - - - - - - - - 1 5.1 5 - - - - - - - - 5

Subtotal Office equipment (PCMU) 260 - - - - 83 - - - 343

4. Studies and technical assistance

Baseline study ls 1 - - - - - - - - 1 86.6 87 - - - - - - - - 87

MTR, impact study and PCR ls - - - - 1 - 1 - 1 3 86.6 - - - - 87 - 87 - 87 260

Stockholm institute /g ls - 1 1 1 1 1 - - - 5 393.9 - 394 394 394 394 394 - - - 1 970

Policy w ork contract 1 2 2 2 2 2 2 2 2 17 15.0 15 30 30 30 30 30 30 30 30 255

Subtotal Studies and technical assistance 102 424 424 424 511 424 117 30 117 2 571

5. Training and Capacity Building

Programme launching w orkshop ls 1 - - - - - - - - 1 21.9 22 - - - - - - - - 22

AWPB review  w orkshop ls 1 1 1 1 1 1 1 1 1 9 25.7 26 26 26 26 26 26 26 26 26 231

Training - PCU Staff no 2 2 - - - - - - - 4 9.6 19 19 - - - - - - - 38

Study tours ls 1 1 1 1 1 1 1 1 1 9 9.4 9 9 9 9 9 9 9 9 9 85

Subtotal Training and Capacity Building 76 54 35 35 35 35 35 35 35 376

6. Annual Audit contract 1 1 1 1 1 1 1 1 1 9 48.1 48 48 48 48 48 48 48 48 48 433

7. Travelling allow ance PCT & Field Visits annum 1 1 1 1 1 1 1 1 1 9 14.4 14 14 14 14 14 14 14 14 14 130

Total Investment Costs 1 681 1 435 1 416 1 416 1 503 1 680 1 009 625 711 11 477

II. Recurrent Costs

A. Vehicle and Equipment Maintenance

Vehicle operation and maintenance annum 7 7 7 7 7 7 7 7 7 63 23.1 162 162 162 162 162 162 162 162 162 1 455

Office equipment operation and maintenance annum 1 1 1 1 1 1 1 1 1 9 20.0 20 20 20 20 20 20 20 20 20 180

Subtotal Vehicle and Equipment Maintenance 182 182 182 182 182 182 182 182 182 1 635

B. General Operating Costs

Miscelaneous expenses (communication etc.) no 2 2 2 2 2 2 2 2 2 18 19.2 38 38 38 38 38 38 38 38 38 346

Routine supervision no 2 2 2 2 2 2 2 2 2 18 1.0 2 2 2 2 2 2 2 2 2 17

Travel expenses month 12 12 12 12 12 12 12 12 12 108 4.8 58 58 58 58 58 58 58 58 58 520

Subtotal General Operating Costs 98 98 98 98 98 98 98 98 98 883

C. Office rental month 12 12 12 12 12 12 12 12 12 108 5.0 60 60 60 60 60 60 60 60 60 540

Total Recurrent Costs 340 340 340 340 340 340 340 340 340 3 058

Total 2 021 1 775 1 756 1 756 1 843 2 020 1 349 964 1 051 14 535 

\a For Capacity Building, Irrigation Development and Wider Community Development

\b 4% of w ages

\c 5% of w ages

\d 1 per person and meeting room

\e Includes laptops, tablets, smartphones, MS project licenses and other off ice equipment

\f 2 printers, 2 scanners, photocopier. video equip., digital camera,

\g External programme monitoring
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Appendix 10: Economic and Financial Analysis 

I. Project context and benefits 
 

1. The inhabitants of all 27 programme villages and surrounding areas will benefit through new 
access to village land use planning, land registries and land tenure. The benefits expected from the 
sugar-cane out-grower development are increased farmers' income, strengthened farmers' 
organization, increased farm employment generation and stimulus to the local economy as a result of 
increased incomes and demand. The benefits expected from agribusiness and SME development are 
increased availability of food and livestock products to supply the nucleus estate and people working 
in the sugar sub-sector. Illustrative financial models have been developed to show the financial 
returns at the company and individual level for sugar cane as well as agribusinesses and SMEs. The 
economic analysis has then been carried using economic prices to assess the economic feasibility for 
Government of implementing the programme. 
 

2. For sugarcane outgrower development, the programme aims to develop outgrower companies 
producing irrigated sugar cane and another crop if company members choose. The companies will be 
using modern irrigation and mechanised farming technologies of their choice, in line with the soil 
characteristics, water availability and sugar crop varieties to achieve high levels of land and labour 
productivity.  Sensitivity analysis has been calculated for the different sized farms, and for the impact 
of variations in sugar price and the factors influencing the price for cane paid to farmers.  
 

3. The investments for climate-smart agribusiness and SME developments in the wider 
community will be demand driven and location-specific, based on needs and natural resource 
characteristics of the villages in the wider communities. The financial analysis is based on six 
indicative models, with assumptions being made about their likely size and numbers being 
implemented. Thereafter, the same financial analysis has been developed in the models as has been 
done for sugarcane outgrowers.  
 

4. The forgone income or without project situation for both the sugar-cane and agribusiness 
development is the income derived from existing low-input low-output agricultural and pastoral 
activities. The programme will support livelihood activities of entire communities, which are currently 
very poor, to achieve sustainable prosperity. It is not an incremental approach to poverty alleviation, 
but a transformation process that will result in wealth creation for the entire district.  
 

5. In addition to the direct impact on economic activities and income, the programme will also 
bring substantial benefits including: secure land titles, improved village and household infrastructure, 
human skills development, knowledge about climate-smart agricultural technologies, sustainable 
resource management, and district institutional strengthening.  
 

II. Financial analysis 
 

Sugar cane outgrower development 

 

6. The programme aims to develop outgrower companies producing irrigated sugar cane and 
another food crop if company members choose. The companies will be using modern irrigation and 
climate-smart mechanised farming technologies of their choice, in line with the soil characteristics, 
water availability and sugar crop varieties to achieve high levels of land and labour productivity. 
Illustrative models for farms of different sizes with different areas of sugarcane and rice have been 
developed. These four illustrative company models have been developed to show the expected 
financial returns per ha of crop cultivated, the investments required per ha, as well as the scope of the 
estimated financial outlay per company, the type and source of financing obtained, and the financial 
returns to the company, without and with financing, as well as the internal financial rate of returns.  
The first three models show the variance of returns for three different areas covered by sugarcane, 
and the fourth model shows the returns for a greater area of rice cropping. The four models are: 
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Model 1.    80 ha of sugarcane with 10 ha of irrigated rice 

Model 2.  125 ha of sugarcane with 10 ha of irrigated rice 

Model 3.  150 ha of sugarcane with 10 ha of irrigated rice  

Model 4.  125 ha of sugarcane with 40 ha of irrigated rice 

 

7. Company management and overheads. Each company will be operated and managed by a 
professional management and technical staff that will be directed by the board elected by the 
shareholders of the company. The cost of company management covers staff costs for: the 
management committee, a farm manager, clerical staff, permanent skilled and unskilled labour; as 
well other operating overheads such as insurance, clothing and equipment, soil tests communication, 
accounting and auditing feeds, water and electricity, maintenance of irrigation and farm equipment, 
the cane growers levy and the annual charge for bulk infrastructure. The staff costs are largely fixed 
irrespective of the farm size, while the other overheads vary as a function of the size of the farm (see 
Attachment 1).  
 

8. Company investment costs. The investment cost for the four models of outgrower companies 
for cane and rice cropping has been developed on the basis on information collected by the mission 
from a variety of sources, including from EcoEnergy (with the actual costs from its completed 
procurements) and Illovo in Kilombero which has purchased new irrigation equipment in 2012-13 for 
about one quarter of its cane operations. The assumptions for the investment costs are broken down 
in four categories 
 

 Civil works for land preparation on land which is not currently utilised for farming, which 
include land clearing, stump removal, ploughing, construction of on-farm drain networks 
and farm roads, and bringing power from the farm boundary to where it is required 
(US$2,000/ha); 

 

 Irrigation Investment for the installation of either modified drag-lines (MDLs) or pivot, 
including the pipes and equipment, farm-specific water storage and electrical pumping 
stations, the construction of a farm office, agrochemical storage area, shed(s) and 
fencing. The cost of MDLs is estimated at about US$2,300/ha, while pivot is about 
US$3,300/ha. Companies will determine the type of irrigation they wish to install 
depending of the area covered.  An average irrigation investment cost of US$3,000/ha 
has been used as a proxy in the illustrative models.   

 

 Farm equipment including tractors, tip trailer, accessories for no till cropping, a cane 
harvester and other miscellaneous equipment. Some of the farm equipment items are of a 
specific size, so the larger the farm, the lower the per ha cost for farm equipment 
investment (see Attachment 1 for a list of the farm equipment costs). The equipment for 
sugar cane is more costly than that for rice, mainly due to the green harvester cost. 

 

 Sugarcane crop establishment is an investment cost, because of the 7 year duration of 
the crop.  The cost of crop establishment is US$1,889 and includes ridging, the purchase 
of seed cane from EcoEnergy, agricultural chemicals, and planting. There is no 
“establishment” cost for rice as these costs are included in the crop budget.  

 

9. The cost per ha cost by type of investment by model is presented below in Table 1.  It assumes 
that most of the costs are scalable, except for those for on-farm equipment.  
 

Table 1. Estimated investment costs/ha by type of investment 

Type of investment Mod 1 (80+10 ha) Mod 2 (125+10 ha) Mod 3 (150+10 ha) Mod 4 (125+40 ha) 

Land preparation $ 2,000 $ 2,000 $ 2,000 $ 2,000 

Irrigation Equipment $ 3,000 $ 3,000 $ 3,000 $ 3,000 

Farm Equipment-Sugar $ 2,330 $ 1,592 $ 1,373 $ 1,592 

Farm Equipment-Rice $ 1,000 $ 1,000 $ 1,000 $ 1,000 

Sugarcane Crop Est. $ 1,900 $ 1,900 $ 1,900 $ 1,900 
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10. Total company investment costs. The total investment costs (civil works, irrigation and farm 
equipment and sugarcane establishment) for establishing each of the four model companies, 90 ha, 
135 ha, 160 ha and 165 ha are summarised below in Table 2. Civil works for land preparation will be 
undertaken as part of on-farm construction works and directly paid from the IFAD loan; the cost of 
these works will be included in the companies balance sheets so they have a positive financial 
position when requesting bank loans, and can ensure that the incremental costs associated with the 
climate proofing of the investments are well covered in the business plans. The total investment cost 
and estimated financing amounts by company size are shown below. 
 

Table 2. Cost of investments by type of investment and financing requirement 

Type of investment (sugar & rice) Mod 1(80+10) Mod 2 (125+10) Mod 3 (150+10) Mod 4 (125+40) 

Civil works (equity) $ 180 000 $ 270 000 $ 320 000 $ 330 000 

Irrigation & farm equip (8 yr loan) $ 466 400 $ 614 000 $ 696 000 $ 734 000 

Cane establishment (3 yr loan) $ 151 120 $ 236 125 $ 283 350 $ 236 125 

Total company investment $ 797 520 $ 1 120 125 $ 1 299 350 $ 1 300 125 

Company fin (irr&farm equip +cane) $ 617 520 $ 850 125 $ 979 350 $ 970 125 

 

11. Financing. IFAD will provide finance land preparation as a contribution to company equity as 
well as making a climate-smart financing grant contribution to offset the increased cost of equipment 
and farm operating costs associated with implementing climate-smart cropping practices and green 
harvesting. The purchase of farm and irrigation equipment is expected to be financed with a 
commercial loan from the banking system for 70% of the cost, with a 10% financial contribution by 
farmers, and a 20% grant financing contribution by IFAD, with repayment over 8 years at 12% 
interest.  The cost of cane establishment will be financed 100% through commercial loans, as banks 
are already providing this type of financing to smallholder sugar cane outgrowers, repayable over 3 
years at 12% interest. The table below summarises the investment costs and the financing share of 
each investment. Short-term bank financing will also be obtained to cover the variable and operating 
costs of cane and paddy production, for an average of four months costs.  Table 3 summarises the 
financing percentages: 

 

Table 3. Financing of company investments by type 

Type of investment Financing Percentage 

 IFAD Loan Farmers 

Civil Works (equity) 90%  10% 

Irrigation & Farm Equipment 20% 70% 10% 

Sugarcane Crop Est.  100%  

Variable & Operating Cost  100%  

 

12. Depreciation (Capital replacement costs). The provision for depreciation is crucial for farm 
sustainability. Without it, the farm companies will gradually erode their capital and eventually fail. With 
proper provision for depreciation, companies would not need to borrow to replace capital items when 
their replacement is due, thus ensuring sustainability of the investment. The deposit of depreciation 
into a capital savings account is critical to the long term sustainability of the companies, and there will 
be intensive training and monitoring of this aspect of financial management. Companies will be 
encouraged and enabled to deposit these provisions into savings accounts, preferably with the banks 
financing their loans, from year 2 of operations, so these depreciation savings accounts can be 
considered can be used as a form of security for later bank financing for expansion.  
 

13. Crop budgets. Two crop budgets for the outgrower companies have been developed, one for 
irrigated sugarcane and one for irrigated paddy. The crop budgets present the total annual gross 
revenue and costs, to show the gross margin earned for each of the crops.   
 

14. Sugarcane gross margin analysis. The analysis has been developed from the information 
provided by EcoEnergy based on their cane financial model for the nucleus estate, and adapted to the 
specific conditions and costs expected for the outgrower companies. The crop budget is based on the 
following assumptions: 
 

 Irrigated sugar cane is establish in year 1 and harvested for 7 years, when the cane is 
replanted.  The model assumes cane yields of 120 t/ha the first year after planting, which 
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declines to 91 t/ha by year 8.Cane is replanted in year 9, with yields starting at 103 t/ha 
reaching 111 t/ha and gradually declining until the end of the second planting cycle. The 
average yield is 95 t/ha 
 

 The base case assumptions for the four models are (a) an international sugar price of 
$367/ton with a 100% tariff being applied by GOT to imports for a national price of $735/t, 
and (b) a sucrose content estimated at 13.5%, the percentage achieved by the nucleus 
estate, because the outgrower company will be using the same cane varieties, irrigation, 
cropping and harvesting technologies as those used by the nucleus estate, with substantial 
capacity building.  
 

 The price paid to outgrower companies for their cane is based on the division of proceeds 
formula (based only on sugar production which represents 87% of the proceeds from cane 
processing), with 53% for outgrowers and 47% for the miller.  
 

 The unit costs for sugarcane production for one ha, which include annual land preparation, 
the purchase and application of agricultural chemicals, weeding, and irrigation are shown 
in Attachment 1, along with the variable costs, which include harvesting and transport 
based on the level of yields achieved each year for two sugar crop cycles over a 15 year 
period. 

 

15. Gross annual revenue for sugarcane over a 15 year period averages US$5,360 per ha per 
year; variable costs for production, harvesting and transport fluctuate due to the gradual decline in 
yields, averaging US$1,980 per ha per year, resulting in an gross margin per ha of cane of US$3,380 
per year for 15 years, shown in Attachment 1.   
 

16. Gross margins for rice. The analysis is based on the experience gained with irrigated rice in 
Tanzania and similar areas in southern Africa. The crop budget is based on the following 
assumptions: the expected yield is a conservative 5 tonnes of paddy/ha per crop and a farm gate 
price of US$ 350/t. The average variable costs include fertiliser, the application of agricultural 
chemicals, manual harvesting and transport. The gross margin is present in Attachment 1, and shows 
the gross annual revenue per crop/ha is US$1,750, the variable cost is US$1,110, resulting in a gross 
margin of US$ 640 per ha.  
 

17. Cropping patterns for both crops. The company cropping pattern is assumed to be 80 per 
cent of the total area for sugarcane planted in year 1 and the balance of 20 per cent planted in year 2. 
The cropping pattern for paddy, with a cropping intensity of 1 in year 1, rising to 2 in year 2, and 2.5 in 
year 3 and continued for the duration of the model. 
 

18. Results of company models. The financial model brings together all of the above investments 
and operating costs, to show the company cash flow over a 15 year period, with and without 
financing. The charges for bulk infrastructure for the first two years have been reduced because of 
lower initial demand for water and no initial need for bulk infrastructure maintenance and capital 
replacement.  Full depreciation has been included in the model. The cost of sales is a most important 
indicator of the robustness of the investment. The model is based on farmers being paid only for the 
sugar processed from their cane, but it is expected that all proceeds will be included in the DOP, so 
farmers will earn about 10-13% than project in the model.  With a cost of sales of 68-74%, the 
analysis demonstrates that company cane and rice production can withstand even substantial 
increases in costs or reductions in prices received or yields obtained. Table 4 below summarises the 
returns by size of company, and shows the internal rate of return, with and without financing.  
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Table 4. Summary of sugarcane company models financial analysis 

 
 

19. Analysis. The above table shows that on a per ha basis, annual operating costs and 
depreciation are more expensive the smaller the company, while the average cash flow per ha is 
higher the bigger the company. Cash flow for the 90 ha company after loan repayment in years 2-9 is 
US$361 ha, which about 45-50% less than the average cash flow of US$ 718-895 of the three other 
larger companies. These differences are clearly brought out of the internal rate of return calculations 
without and with financing, which show that the 90 ha company has a financial internal rate of return 
(FIRR) of 16% without financing, but this drops to only 3% with financing.  The larger companies are 
more robust, with FIRRs of 25-28% without financing and 11-14% with financing. While all four 
companies are financially viable, the smaller the company the great the challenge to achieve and 
maintain financial viability.  
 

20. Earnings per shareholder. Table 5 below shows the company debt divided by the number of 
shareholders. It also shows the earnings of 50 farmers each owning a 2% share of the company. Not 
surprisingly, the estimated annual earnings per shareholder for the 90 ha company is US$ 2,090 
compared to US$ 4,631 for the 165 ha company and US$ 5,203 for the 160 ha company cultivating 
150 ha of cane. This difference shows why villagers should be encouraged to establish farms that are 
as large as possible relative to their social cultural affinities.   

 
Table 5. Shareholder debt levels for sugarcane outgrower models 

 
 

21. Sensitivity analysis. In order to determine the robustness of the model by size of company an 
IRR analysis has been carried out without and with financing using: a lower and higher price of sugar 
(US$ 800/t and US$ 680/t), together with DOP of 53% and 60%, and a sucrose content of 13.5% and 
11%. The results of the analysis are shown below in Tables 6 and 7. 
. 

 

 

 

 

 

 

Sugarcane+Rice Mod 80+10 Mod 125+10 Mod 150+10 Mod 125+40

Crop budget

average cane gross revenue ($/ha) - 15 yrs $5,354 $5,354 $5,354 $5,354

average cane gross margin ($/ha) - 15 yrs $3,374 $3,374 $3,374 $3,374

average rice gross revenue ($/ha) - 15 yrs $1,750 $1,750 $1,750 $1,750

average rice gross margin ($/ha) - 15 yrs $587 $587 $587 $587

Company investment costs

Cost irrigation equip/ha $3,000 $3,000 $3,000 $3,000

Cost farm equip/ha $2,330 $1,592 $1,373 $1,592

Seed cane/ha $1,889 $1,889 $1,889 $1,889

Total cost/ha - sugar $7,219 $6,481 $6,262 $6,481

Total cost/ha - rice $4,000 $4,000 $4,000 $4,000

Company annual operating costs

Annual overhead operating costs $106,301 $130,016 $143,191 $140,906

Per ha average $1,181 $963 $895 $854

Annual depreciation $55,209 $74,732 $85,579 $82,832

Per ha average $613 $554 $535 $502

Company returns

average cash flow cane ($/ha)-15 yrs $1,320 $1,700 $1,742 $1,554

average cash flow rice ($/ha) -15 yrs, 2.5 crop intensity $1,446 $1,446 $1,467 $1,577

cost of sales % 74% 68% 66% 69%

average yr 2-9 incl loan repayment ($/ha) $361 $790 $895 $718

average yr 10-15 after loan repayment ($/ha) $1,161 $1,515 $1,626 $1,403

IRR without financing 16% 25% 28% 26%

IRR with financing 3% 11% 0% 14%

Sugarcane+Rice Mod 80+10 Mod 125+10 Mod 150+10 Mod 125+40

Level of indebtiness by individual 2% shareholder in 50 members

Debt/2% member -$13,200 -$18,072 -$20,839 -$17,681

Average earning/2% member yr 2-15 $1,268 $2,134 $3,865 $3,339

Average earning/2% member yr 2-9 $650 $2,134 $2,863 $2,370

Average earning/2% member yr 10-15 $2,090 $4,091 $5,203 $4,631
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Table 6. Comparative analysis, sucrose content 13.5% 

 
 

 

Table 7. Comparative analysis, sucrose content 11% 

 
 

22. The above analysis shows that the model is far less sensitive to a change in the DOP than in 
the sucrose content of the cane sold by the outgrower companies, and clearly brings out how 
vulnerable the 90 ha company will be relative to the three larger companies (135 ha, 160-165 ha). The 
base model with a sucrose content of 13.5%, a cane price of US$ 735 with a DOP of 53% is quite 
robust for the three large companies and is satisfactory for the smaller company, though there is a 
greater risk if sugar prices fall under a lower DOP scenario. With the 13.5% sucrose content and a 
rise in sugar prices to US$ 800 and a DOP of 60%, all of the companies do well, reaching FIRRs of 
33-45%. With a sucrose content of 11%, using the base model assumption of US$ 735 with a DOP 
of 53%, the companies are more vulnerable, and the IRR with financing turns negative for all of the 
companies. With the 11% sucrose content, together with an increase of the DOP to 60% with a cost of 
sugar of US$ 800, the companies are viable. The analysis clearly shows the importance of achieving 
the planned sucrose content rate of 13.5%. The likelihood of this outcome is greatly enhanced by 
using the proposed green conservation based technology for production.  
 

Climate resilient community development 

 

23. The overall objective is the establishment of profitable agribusinesses and SMEs that use 
climate-smart techniques to achieve increased stable production and incomes. This component will 
support communities located beyond the area suitable for irrigated sugarcane production to take 
advantage of the incentives and synergies created by the sugar project. Investment in climate-smart 
village planning and infrastructure development, and the establishment of about 22 larger climate-
smart agribusinesses along with 500 supporting small-medium climate-smart enterprises will raise 
incomes and fulfil the demand for food, fuel and services from the nucleus estate, outgrower villages 
and the wider community. 
 

Sugar 

price $/t cane DOP

Mod 1 

(80+10)

Mod 2 

(125+10)

Mod 3 

(150+10)

Mod 4 

(125+40)

$800 $57.24 0.53 without financing 23% 32% 36% 32%

0.53 with financing 10% 18% 21% 21%

$735 $52.59 0.53 without financing 16% 25% 28% 26%

0.53 with financing 3% 11% 14% 14%

$680 $48.65 0.53 without financing 10% 19% 21% 20%

0.53 with financing -3% 5% 7% 8%

$800 $64.80 0.60 without financing 33% 36% 47% 42%

0.60 with financing 20% 22% 32% 32%

$735 $59.54 0.60 without financing 26% 44% 39% 35%

0.60 with financing 13% 29% 24% 25%

$680 $55.08 0.60 without financing 20% 29% 32% 29%

0.60 with financing 7% 15% 18% 17%

Sugar 

price $/t cane DOP

Mod 1 

(80+10)

Mod 2 

(125+10)

Mod 3 

(150+10)

Mod 4 

(125+40)

$800 $46.64 0.53 without financing 6% 15% 18% 17%

0.53 with financing -8% 1% 4% 4%

$735 $42.85 0.53 without financing -3% 7% 10% 10%

0.53 with financing -20% -7% -4% -3%

$680 $39.64 0.53 without financing -18% -1% 3% 4%

0.53 with financing … … .. …

$800 $52.80 0.60 without financing 17% 26% 28% 26%

0.60 with financing 4% 12% 14% 14%

$735 $48.51 0.60 without financing 10% 18% 21% 20%

0.60 with financing -4% 5% 7% 7%

$680 $44.88 0.60 without financing 2% 12% 15% 14%

0.60 with financing … -2% 0% 1%
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24. Two larger-scale indicative agribusiness investment models have been prepared, namely, 
Rainfed conservation agriculture (RCA) and Integrated Conservation agriculture and livestock (ICAL). 
These production scenarios are considered the most likely means of responding to the induced 
increased demand for food products using climate-smart techniques. A further four indicative models 
for enterprise development have been prepared, one which is relatively large scale, and three small-
and-medium enterprises (SMEs) to show the kind of investments which can undertake preliminary 
processing at the local level and make direct sales to the nucleus and/or local consumers, while 
supporting the emergence of new value chains in the district. The models which have been developed 
are: 
 

 The Rainfed conservation agriculture (RCA) model uses advanced conservation agriculture 
techniques to produce larger volumes of crops already familiar to the farmers and population 
in the area, including maize, pulses and oilseeds. These products would find ready markets 
within the workforce employed by Eco Energy and outgrower companies, and farmers now 
engaged as shareholders in the outgrower companies; 

 

 The three SME models for maize processing, oilseed processing and transportation 
businesses illustrate how opportunities for value adding and provision of services in response 
to both the improved rainfed production and the new markets for food in the area can be 
realised for beneficial outcomes. The maize and oilseed processing businesses are markets 
for RCA produce; 

 

 The Integrated conservation agriculture and livestock (ICAL) model will produce grain and 
fodder crops, as a means of greatly improving productivity of livestock production through an 
intensive zero grazing system. This model will produce high quality beef cattle and dairy 
products as well as grain and oilseeds, some of which for own-use and some will supply the 
new markets for food. 

 

 The abattoir model demonstrates how value addition would be made to the high quality beef, 
for sale to supply Eco Energy and other new buyers with enhanced cash incomes, and is the 
market for the ICAL beef cattle. This would be complemented by the other enterprises, with 
oilseed processing (also a market for ICAL) providing edible oil for sale as well as a bi-product 
(oilseed cake) for sale back to the ICAL business as a feed, the maize mill providing 
processed maize, and the transport business providing a means of getting these items to their 
intended markets.  

 

25. Expected yields. A substantial “yield-gap” has been observed. The yields used in programme 
projections have been based on in-country trials and advice received from locally-based scientists and 
adapted to what could be reasonably achieved long term at the farm level. The yields expected from 
improved climate-smart mechanised practises are substantially higher than those achieved under the 
manual labour-based techniques currently employed. The yields used in models are well within the 
physical capacity of the natural resources (soil, climate, terrain) to produce, so long as introduced 
techniques are applied with reasonable diligence and skill. The model foresees achieving full 
development yields over a three-year start-up period.  A summary of the yields is present below. 
 

Table 8. Crop and livestock yields under conservation agriculture 

 
 

BASIC:	CROP	AND	LIVESTOCK	YIELDS	UNDER	CONSERVATION	AGRICULTURE

CROP YIELD	W/O	PROGRAMME YIELD	WITH	PROGRAMME

KG/HA KG/HA

MAIZE 1,500										 4,000										

SESAME 400														 800														

PIGEON	PEA 600														 1,000										

GROUNDNUT 1,000										 2,500										

FORAGE	SORHUM N/A 10,000								

LABLAB	FORAGE N/A 20,000								
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26. The financial analysis for the agribusinesses and the SMEs follows the same approach as used 
for the outgrower models, and includes each of the following elements, and the details are provided in 
Attachment 2: 
 

 Company overheads: Each entity will incur overhead costs for management and technical 
staff, as well as fixed costs such as administration and communication.  

 

 Depreciation (capital replacement) costs: The provision for depreciation is crucial for 
sustainability. Without it, the enterprises will gradually consume their capital and eventually 
fail. With proper provision for this expense companies will not need to borrow to replace 
capital items when their replacement is due, thus ensuring sustainability of the investment. 
The deposit of the depreciation into a capital savings account is critical for the long term 
sustainability of the enterprises. 

 

 Commercial bank financing: All the model assume bank financing for capital expenditure of 
up to 50%, with 40% equity contribution from IFAD for covering the incremental cost needed 
for the purchase of climate-smart machinery, and 10% from shareholders own funds. The 
enterprises will require either a four or an eight-year loan for 50% of the capital costs. 

 

27. Agribusiness Model 1. Rainfed conservation agriculture (RCA). This is a 300 hectare 
farming unit involving 50 farmers (shareholders) organised in a company in a similar modality to that 
of the sugarcane outgrower companies.  The representative crops used in the model are pigeon pea, 
maize and sesame, each 100 hectares on annual rotation basis, thus a three year rotation. 
 

 Capital costs and financing.  The farming unit will have an indicative capital expenditure 
totalling US$105,000. The capital items are zero-till planters, boom spray, tractors 75 Hp, 
trailers 5 tonne, farm buildings/sheds and other miscellaneous equipment. Given IFAD equity 
contribution for the purchase of climate-smart equipment, the company will access a loan of 
US$52,500 (being 50% of the total capital expenditure of US$105,000), repayable over 8 
years. The annual loan repayment instalment will be US$ 9,841 inclusive of both interest and 
principal repayments.  Details are provided in Attachment 2.  

 

 Crop budgets and company annual gross income. Crop budgets have been developed for 
maize, pigeon pea and sesame, with a gradual uptake in yields to achieve 4 t/ha of maize, 
800 kg/ha of sesame and 1 t/ha of pigeon pea by year 3. Aggregating the results of the three 
crops models for the 300 ha shows the company generating an annual turnover of 
US$212,880 from selling 400t of maize, 80t of sesame and 100t of pigeon peas per annum. 

 

 Company returns. The model shows that after financing, including direct overheads and 
depreciation, the company will have positive cash flow after loan repayment from year 2. The 
financial model shows that the company will generate a profit of US$ 129,592 by year 3. After 
debt is repaid, the profit is US$152,263 thereafter. This translates into earnings per 
shareholder of US$ 3,045, per year compared to base line situation of about US$ 362.  

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of  
US$ 351,964 at 12% opportunity cost of capital and financial rate of return of 59% as shown 
in Attachment 2, table 7. 

 

28. Agribusiness Model 2: Integrated conservation agriculture and livestock (ICAL). This is a 
200 hectare farming unit involving 50 farmers (shareholders) organised in a company in a similar 
modality to RCA. The representative crops used in the model are maize, lablab, forage sorghum and 
groundnuts, to enable a sound crop rotation that can provide for livestock fodder and crop sales or 
home consumption. The core livestock breeding herd is 160 cows and 3 bulls, managed in a zero 
grazing feedlot system. There will be a cow replacement of 10% per annum, which is 16 animals per 
year (average animal productive life overall is taken as ten years).  
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 Capital expenditure. The ICAL total capital expenditure totals to US$ 287,000. The capital 
items are two 85 HP 4WD tractors, 3PL sprayer, forage harvester, 6x30" row-crop planter, 
two trailers for seed, fertilisers, water tanker trailer and pump, office and Admin Equipment, 
two motorcycles, boreholes and pumps, livestock yards, 160 Heifers and 3 bulls. The 
company will require an 8 year loan of US$143,500 (being 50% of the total capital 
expenditure of US$ 287,000). The company will service the loan with annual loan repayment 
instalment of US$ 26,898 inclusive of both interest and principal repayments.   

 

 Crop budgets. Crop budgets have been developed, maize (75 ha), fodder lab lab (25 ha), 
fodder forage sorghum (25 ha) and groundnuts (75 ha) and sesame.  A gradual increase in 
yields is foreseen for groundnuts and maize to achieve full development by year 3.  

 

 Livestock parameters. The herd of 160 cows will be maintained through internal 
replacement while bulls will be replaced through purchases financed from depreciation. No 
distinction between male and female calves has been done because these will be held for two 
years for fattening for sale as prime beef animals. The projection of the herd composition is as 
follows: 

 
Table 9. Cattle herd projection 

 

 
 

 Potential turnover, costs and income.  The company will be able to generate a turnover of 
US$ 186,821 from cropping and US$169,033 from livestock production per annum by the 
third year, giving an aggregate turnover of US$355,836. The variable costs are projected to 
reach US$ 140,306 by the third year. The total overheads amount to US$50,118 per annum 
and depreciation to US$22,830 per annum. The analysis shows that the company has the 
potential to post a profit of US$ 127,649 by the third year the net cash flow is positive after 
financing from year 3 (US$ 78,573) increasing to US$ 105,471 after long term loans have 
been fully paid off. This translates into earnings per shareholder of US$ 2,109, per year. 

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of 
US$ 181,338 at 12% OCC and financial rate of return of 23%. 

 

29. Agribusiness Model 3: Small-scale abattoir. This business would be organised as a 
company with 50 shareholders. This model that illustrates a small abattoir that with a capacity to 
slaughter 100 animals per month. Live weight of slaughtered animals is assumed to average 500kg 
based on purchase of high quality beef cattle from the ICAL production. The carcass weight would be 
275 kg and by-products at 100 kg per animal. Illustratively, this translates into the sale of four 
carcases per day to EcoEnergy, which will be providing one meal a day for about 2300 employees.  
 

 Capital costs. The capital items are buildings, abattoir equipment, delivery vehicle and a cold 
room, with a total cost of US$350,000. The company will, therefore, require a 4 year loan of 
US$ 175,000 (being 50% of the total capital expenditure of US$ 350,000). The company will 
have ability to service the with annual loan repayment instalments of US$ 55,207. 

 

Year 1 Year 2 Year 3 Year 4 Year 5

Parent stock- Heifers 160 160 160 160 160

Parent stock- bulls 3 3 3 3 3

Calving/a 136 136 136 136 136

Herd for fattening 0 127      257       257       257       

Replacement to maintain parent stock (10%) 16       16        16         16         16         

Sale of beef cattle- after two years of fattening 0 0 127       127       127       

Sale of replaced cows 16       16        16         16         16         

Deaths (2%) 3         6          8           8           8           

Closing 296      420      421       421       421       

a/ split between females not neccessry because these are for fattening 

as beef cattle and not milk production
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 Costs. Cattle purchase is the highest cost. Consistent with the ICAL model above, the 
financial analysis has assumed a 500kg live weight animal at an average price of US$ 900. 
Such animals would be of high quality due to enhanced feeding over a two year period. The 
volume of cattle purchases is projected to reach 1,200 animals per year at full production 
capacity. Other costs factored into the analysis include water, electricity, marketing and 
distribution costs, depreciation, insurance and capital maintenance. 

 

 Potential turnover from livestock processing is estimated to reach US$ 1.878 million per 
annum by the third year starting at US$ 751,200 in the first year and gradually increases as 
efficiency in use of existing capacity improves. The price used in the analysis of US$ 5.00 kg 
is lower than supermarket rates of about US$ 8.8/ kg but slightly higher than the local 
butchery prices because with this investment the quality of the cuts and meats is expected to 
be superior. 

 

 Profit or loss and cash flow analysis. The analysis shows a first year a loss of 
US$135,221, turning to a profit in the second year and reaching a net profit of US$ 228,531 
per annum while the loan is being repaid. The cash flow reaches US$283,738 per annum 
when loan repayments are completed. This translates into earnings per shareholder of US$ 
5,675, per year. 

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of 
US$197,883 at 12% OCC and financial rate of return of 25%. 

 

30. Summary of agribusiness models. The analysis shows that all the models would be 
profitable, and that debt repayment can easily be achieved. The cost of sales for the farming models 
is low, while that for the abattoir is relatively high, reflecting the higher proportion of variable costs 
borne by this business due to its need to purchase cattle for throughput. All models produce strong 
earnings per shareholder, and all have viable financial rates of return.  
 

Table 10. Summary financial results: Agribusiness 

 

 
 

SME Models 

 

31. SME Model 1: Maize processing. This is a model that illustrates a typical micro-enterprise 
relevant to a village, in the form of a small maize processing unit. It would have a capacity to 
process12,000 kg per month.  There could be many of these small scale units to process the 
production of the RCA and ICAL agribusinesses. 
 

 Capital cost. This is a modest investment estimated to require about US$ 7,500 for the 
engine, grinding mill and building. The proprietor would obtain a loan of US$ 3,750, to be 
repaid over 4 years. The annual loan repayment instalment will be US$ 1,183 inclusive of 
both interest and principal. 
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 Operating costs. For this small operation, they consist of hired labour, fuel and maintenance. 
Charges for milling are based on a typical 20 kg quantity, set at US$ 2 per unit. This 
translates in annual turnover of US$ 14,400. 

 

 Cash flow and earnings. This business shows a positive cash flow before loan repayment is 
complete of US$ 5,140 increasing to US$ 7,110 when the repayments are completed. 

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of 
US$ 18,996 at OCC of 12% million at and financial rate of return of 70%. 

 

32. SME Model 2: Transport Business. This is a model that illustrates a village level transport 
business with a 5 tonne capacity truck.  
 

 Capital cost. The projected capital expenditure is US$45,000 for a truck and related tools. 
The proprietor would obtain a loan of US$ 22,500, to be repaid over four years at a rate of 
US$ 6,848 per year.  

 

 Operating costs. These will include some hired labour (a driver and assistant), fuel, 
maintenance, insurance and licences, and total US$ 33,960 per annum. There would also be 
a depreciation charge of US$ 5,000 per year, bringing total costs to US$ 38,960 per year. 

 

 Cash flow and earnings: The charges for transport would be a rate of US$ 0.45 per tonne/ 
per km. It is estimated that this business has a potential to generate annual turnover of US$ 
54,000. The business shows a positive cash flow before loan repayment is complete of US$ 
4,524 increasing to US$ 11,372 when the repayments are completed. 

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of 
US$ 19,349 at OCC of 12% at and financial rate of return of 29%. 

 

 SME Model 3: Oilseed processing. This model that illustrates oilseed processing unit with a 
capacity to process 1,400 litres of sesame oil per month. It could also process other oilseeds 
such as groundnuts and sunflower. This could be owned individually or a group of individuals, 
probably youth. 

 

 Capital costs.  Capital expenditure is projected to be US$15,000, the capital items are 
Engine, Press, Filters, Storage and Building. The company will, therefore, require a four year 
loan of US$ 7,500, with annual loan repayment instalments of US$ 2,366 inclusive of both 
interest and principal. 

 

 Operating costs.  For this small operation, these consist of hired labour, sesame seed, fuel 
and maintenance. This would total to US$ 60,480 per annum. The prices for oil are at US$ 3 
per litre and US$ 1 for sesame oil cake respectively.  This translates in annual turnover of 
US$ 81,600. 

 

 Cash flow and and earnings. This business shows a positive cash flow before loan 
repayment is complete of US$ 9,772 increasing to US$ 12,128 when the repayments are 
completed. 

 

 FIRR and NPV. The investment has a potential to generate a positive net present value of 
US$ 22,016 at OCC of 12% with a financial rate of return of 28%.  

 

33. Summary of SMEs returns.  These businesses are all strongly profitable, with very good 
returns for their proprietors. All can afford debt repayment according to schedule, and all have 
relatively low cost of sales. The financial rates of return are high because revenue and profit is high 
relative to capital costs, although this is offset by higher variable costs. See Table 11 below for a 
summary of the results. 
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Table 11. Summary financial results for SMEs 

 

 
 

III. Economic analysis 
 

34. For the economic analysis, financial prices have been converted into economic prices using 
varied Conversion Factors (CF) and taking into account taxation.  
 

35. Sugar prices. For the financial analysis the prices used are actual prices prevailing in the 
country, so the sugar cane crop model has a sugar price of US$ 735 per ton; which includes a tariff of 
100%.  The economic price has excluded the tariff and has used the international price landed in Dar 
es Salaam, on a cost, insurance and freight (cif) basis. The World Bank forecasts a year 2015 price of 
US$ 380 per tonne (FOB). To this FOB price, an amount of US$ 90 per tonne for freight and 
insurance costs to Dar es Salaam has been added. This gives a price of US$ 470 per tonne that has 
been used in the economic analysis. The model of 150 ha of sugar cane plus 10 ha of rice has been 
used with the economic price of sugar to generate the benefit stream for sugar cane development. 
Furthermore, all of the by-products have been valued in the economic analysis. 
 

36. Cost of labour. Unemployment rate is reported at 12% and, therefore, CF = 0.88 has been 
used to convert labour financial rates into economic rates. 
 

37. Taxes on key inputs and overheads: The financial prices being the prevailing actual prices 
include various tariffs and taxes. For example, there is a fuel levy of Tshs. 263/= per litre and in 
addition an excise duty of Tshs 217 per litre. This in total is about 20% of the price of fuel of US$ 1.35 
used in the financial analysis. Therefore, as a minimum, CF = 0.80 has been used to convert financial 
fuel prices to economic prices.  There are also various tariffs and taxes imposed in the importation 
and sale of inputs. The Value Added Tax (VAT) rate in Tanzania is 18% and is a key ingredient of 
prices for inputs, and also applies to key elements in overhead costs and utilities. A CF at 0.82 has 
been applied to the key costs that are not tax exempt in order to arrive at economic prices. 
 

38. Fiscal and financing conditions. These are based on:  (i) the normal tax rate in Tanzania of 
30%; (ii) an estimated interest rate of 12% on the US$; (iii) medium-term commercial loans for capital 
expenditures for 8 years without grace period; (iv) medium-term loan for crop establishment for 3 
years without grace period; (v) a short-term credit line for operational expenses prior to sales of sugar 
cane; and (vi) farm development investments funded by the programme, which represent 22% of total 
investments. 
 

39. Without programme.  Households in Bagamoyo are very poor, and have been estimated as 
living on about 40% of the national average per capita income, which was estimated by the World 
Bank at US$ 1,760 in 2013, which would mean a per capita income of about US$ 704 for the district 
as a whole.  The recently completed socio-economic study for nine villages in the programme area 
has found that living standards are very low, yields are also low, and estimated income for households 
close to the river producing maize and rice on 1.2 ha would give an income of about US$ 360 while 
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households further away would earn somewhat less cultivating only maize, at US$ 360 per year.  
Bagamoyo district, which is in the Puani region, is one of the poorer regions in the country.  In order to 
reconcile the earnings estimate of the socio-economic study with the per capita income figures of the 
World Bank a WOP programme annual household income of US$ 500 per year has been used in the 
economic analysis. 
 

40. Benefit stream. The economic analysis is based on a benefit stream generated from the 24 
outgrower companies cultivating about 3000 ha, of which 2760 are sugar cane and 240 are irrigated 
rice.  A similar approach has been used to estimate the benefit stream for agribusinesses and SMEs, 
using 11 rainfed conservation agriculture and 11 integrated conservation agriculture and livestock 
business; with 220 maize mills and 220 oil seed mills being used as proxies for a variety of other 
SMEs, and 50 rural transport businesses. The WOP annual household income multiplied by the 
number of benefiting households has been subtracted from the benefit streams for the businesses. 
 

41. Additional incremental benefit steam for sugar development: There are induced benefits of 
economic growth from the spending associated with the earnings of farmers. In Tanzania, it has been 
confirmed that for each shilling earned in the sugar sub-sector, an additional 3.2 shillings are 
generated by other businesses.  Because the relative short period of the analysis (15 years) and the 
fact that programme is actively supporting the development of non-sugar businesses, this multiplier 
has been reduce to 2.  
 

42. Economic costs. The economic costs have been generated from costab, and combined with 
the benefits stream from the companies and the multiplier for sugar investments. None of the costs 
included in the costab economic costs are have been included in the crop and company gross margin 
models, therefore, there is no double counting of costs. The Economic rate of return (ERR) is 
estimated at 14% in economic prices and justifies the investment.  

 

 
Table 13: Overall Economic rate of return 

 
 

43. Sensitivity analysis: In order to determine the robustness of the economic analysis, the 
sensitivity analysis has been linked to the risk analysis. The key risk is the availability for water for 
irrigation and rainfall for the agribusiness, and a significant drought year could lead to a drop in 
benefits. The sensitivity analysis shows a drop in the ERR to 6% for a 1 in 10 years drought with a 
total wipe out of yields and recovery over two year, and a drop to 9% for a 1 in 5 years drought, with 
achievement of 50% of yields and recovery the next year. This analysis shows that the programme is 
viable at both financial and economic levels.  
 

IV. Additional Non Financial Benefits 
 

44. The most important non financial benefit accruing to families will be the increase of their wealth 
because they will hold bankable and tradable titles to their farm land. This major benefit, which can 
become a financial benefit to those who use their land as collateral, or who ultimately sell their land, 
will accrue as a direct result of the issue of CCROs. There will also be a number of quality of life 
improvements associated with the development of village infrastructure, including better access to 
clean water and greater water availability for households, improved sanitation and waste disposal at 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6+

Unit of measure Size/ Area

A: Agribusiness/ SMEs

Rainfed Conservation Agriculture Companies 11 -            -              (350,324)      504,926       1,428,531    1,428,531    

Integrated Cons Agric& Livestock Companies 11 -            -              (586,384)      (179,066)      1,604,222    1,604,222    

Oilseed processing Business 220 -            -              (757,962)      (1,046,285)   2,817,830    4,696,384    

Maize processing Business 220 -            -              (43,889)       343,533       687,066       1,145,110    

Rural transport Business 55 -            -              (76,373)       216,381       498,333       721,271       

Small Abattoir Business 10 -            -              (89,228)       (62,102)       866,535       1,752,281    

Total agribusiness/ SME benefits -            -             (1,904,159)  (222,612)     7,902,518   11,347,800  

B:  Total Irrigated Sugar and Rice net benefits -            -             (288,111)     1,559,827   5,974,217   12,061,398  

Total net benefits -            -             (2,192,270)  1,337,215   13,876,735  23,409,197  

Total programme economic costs (including sunk and capacity building costs) 7,959,492  17,370,202  28,823,893  18,011,521  17,938,922  16,360,414  

Net benefits stream (7,959,492) (17,370,202) (31,016,163) (16,674,306) (4,062,188)   7,048,783    

ERR 14%

NPV (12% OCC) 7,483,383        
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both the village and household levels, and reduced labour burden for women and youth. These 
investments will also stimulate their own employment, in terms of need for artisans and maintenance.  
 
45. Climate-smart technology and better spatial land use planning are expected to bring a number 
of non-quantifiable benefits. Because of village infrastructure and household level investments, 
households will have more secure access to water during the drier periods of the dry season. 
Together with careful use of water, this should help households to withstand these periods. Through 
the introduction of climate-smart agricultural technologies, production will increase thus improving 
incomes and making them be more resilient to extended dry periods. With improved incomes, 
households will be better able to cope with extreme weather events. 
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Appendix 10: Attachment 1 

 

This attachment presents the detailed tables for the company Model 3, 150 ha sugarcane and 10 ha 

of rice: 
 

 

Table 1. Company overhead operating cost (Model 3, 150+10) 

 
 

 

Table 2. Investment costs for on-farm civil works (all models) 

 
 
  

Item

At full 

development

annual 

cost/ha

Staff Salaries

Management Committee $2,160

Supervisor/Farm Manager $6,600

Clerical $3,528

Permanent Skilled Labour (Tractor driver/pump attendant) $5,568

Permanent Unskilled Labour (Security etc) $10,512

Sub Total Salaries $28,368 $177

Insurance $1,500

Protective clothing and equipment $500

Consumables $200

Plant hire $1,000

Soil Testing Costs $2,000

Communications (telephone,fax,cell) $3,600

Printing & Stationary $1,200

Accounting Fees $1,000

Audit Fees $1,000

Water & Lights $3,000

General transport $3,500

General Maintenance $2,000

Machinery maintenance @ 5% of capital cost $32,800

Cane growers levy $1,000

Miscellaneous $2,443

Sub Total Other Operating Overheads $56,743 $355 Bulk Infrastructure per farm Cost

Year 1 Year 2 Year 3

Bulk Infrastructure Annual Cost $58,080 $363 $22,920 $27,529 $58,057

Total Overhead Costs $143,191 $895 Based on $363 ha/yr, see App 4. Att 1.

Assumption: Bulk Infrastructure  Annual Costs Total for 3,000 ha

Sugar Cane Area Cost/ha ha Cost

Land Clearing, Formation & Preparation $1,720 150 $258,000

Land Preparation $280 150 $42,000

Total $300,000

Per Hectare $2,000

Rice Area

Land Clearing, Formation & Preparation $1,720 10 $17,200

Land Preparation $280 10 $2,800

Total $20,000

Per Hectare $2,000

Total company $320,000
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Table 3. Company capital investments and depreciation (Model 3, 150+10) 

 
 

 

 

 

Table 4. Sugarcane establishment (all models) 

 
 

 
  

Company Equipment

Total 

Capital 

Cost

  Deprec 

rate

Annual 

Depreciation at 

maturity

Farm area of Sugarcane ha 150

Irrigation Equipment $450,000 5% $22,500

60kw 4wd Agricultural Tractor X 2 $70,000 12% $8,400

8t Drop side tip trailer X 1 $12,500 10% $1,250

Mounted boomspray 10 m $10,000 10% $1,000

1.8m heavy duty Slasher $2,500 10% $250

2 Row Inter row shielded sprayer $4,000 10% $400

Knaspack nurse tank & 4 Knapsacks $6,000 10% $600

Workshop Equipment $4,000 10% $400

Cane Harvester $55,000 10% $5,500

Shed, office, fencing $42,000 5% $2,100

Farm equipment (sub-tot) $206,000

Total equipment $656,000

Farm Equipment cost/ha $1,373

Tot equipm cost/ha $4,373

Seed Cane & Planting $283,350 14% $40,479

Seed cane /ha $1,889

Total $939,350 $82,879

Tot cost/ha $6,262

Farm area of Rice ha 10

Irrigation Equipment $30,000 5% $1,500

Implements $10,000 12% $1,200

Total $40,000 $2,700

Tot cost/ha $4,000

Seed Cane & Planting Unit Q.ty Unit Cost Cost/ha

Land Preparation hrs/ha 7 $30 $210

Hand Planting mday/ha 20 $7 $140

Cultivation Labour mday/ha 12 $7 $84

Chemicals avg lump 1 $100 $100

Fertilizer (Planting) N120kg P60kg K130kg ha 1 $480 $480

Fertilizer (Top dressing) N120kg P60kg K130kg ha 1 $300 $300

Cultivation Tractors hrs/ha 3 $25 $75

Seed Cane (including transp) t/ha 10 $50 $500

Total cost of Seed Cane & Planting/ha $1,889
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Table 5. Sugarcane crop budget (all models) 

 
 

  

Sugarcane Crop Variable Costs ($/ha)

Item Unit Qty/ha

Unit 

cost Cost/ha Comment

Fertilaser basket 1 $480 $480 Basket refers to a blend of products

Herbicide basket 1 $60 $60

Sub-tot inputs $540

Labour fertilaser application day 6 $7 $42 6mday/ha 

Hand weeding day 2 $7 $14 2mday/ha 

Rogueing day 2 $7 $14 2mday/ha 

Herbicide application day 1 $7 $7 1mday/ha

Irrigation day 10 $7 $70 10mday/ha (Based on mod drag-line)

Sub-tot labour $147

General tractor costs unit 5 $10 $50 5hrs/ha of tractor @ $ 10/hr (fuel only)

Irrigation pumping kwh 3000 $0.16 $480

Irrigation equipment maintenance ha 1 $75 $75

Sub-tot equipment $605

Tot variable costs except harvest $1,292

Summary Variable Costs and Revenue Sugarcane

Var costs & Revenue Sugarcane Unit

Unit 

cost Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

Yield/ha tonne $/t 120 116 110 101 91 92 95 103 111 106 101 91 92 95 103

Harvesting tonne 0.75 $90 $87 $83 $76 $68 $69 $71 $77 $83 $80 $76 $68 $69 $71 $77

Loading tonne 2.25 $270 $261 $248 $227 $205 $207 $214 $232 $250 $239 $227 $205 $207 $214 $232

Transport tonne 3.75 $450 $435 $413 $379 $341 $345 $356 $386 $416 $398 $379 $341 $345 $356 $386

Tot harvest & transport $810 $783 $743 $682 $614 $621 $641 $695 $749 $716 $682 $614 $621 $641 $695

Var cost excl harvest & transport $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292 $1,292

Total var cost $2,102 $2,075 $2,035 $1,974 $1,906 $1,913 $1,933 $1,987 $2,041 $2,008 $1,974 $1,906 $1,913 $1,933 $1,987

Sales price $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59 $52.59

Gross revenue/ha $6,311 $6,100 $5,785 $5,312 $4,786 $4,838 $4,996 $5,417 $5,837 $5,574 $5,312 $4,786 $4,838 $4,996 $5,417

Gross margin/ha $4,209 $4,025 $3,750 $3,338 $2,879 $2,925 $3,063 $3,429 $3,796 $3,567 $3,338 $2,879 $2,925 $3,063 $3,429
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Table 6. Rice crop budget (all models) 

 
 

 

 

Table 7. Cropping pattern for sugarcane and rice (same structure for all models, area changes) 

 
 

  

Item Unit Qty/ha Unit cost Cost/ha

Inputs

Land preparation

Disc harrowing ha 1 $60 $60

Levelling ha 1 $60 $60

Planting

Planter hire ha 1 $32 $32

Seed kg 120 $0.66 $79

Fertilizer-NPK 12:24:12 kg 400 $1.05 $422

Fertilazer-Nitrogenous Urea kg 300 $0.89 $134

Herbicide application ha 1 $4.54 $5

Herbicide (Atrazine) kg 4 $6 $24

Weeding manual days 5 $7 $35

Pesticide ha 1 $17 $17

Harvesting

Manual days 5 $7 $35

Thresher hire kg 5000 $0.04 $178

Tranport hire bag 56 $1.00 $56

Bags bag 56 $0.50 $28

Total cost/ha $1,163

Yield & revenue kg 5,000   $0.35 $1,750

Gross margin $587

Sugar - Crop year

Year

1 120

2 30 120

3 30 120

4 30 120

5 30 120

6 30 120

7 30 120

8 30 120

9 30 120

10 30 120

11 30 120

12 30 120

13 30 120

14 30 120

15 30 120

Assumptions for Sugar: Farm companies establish sugarcane over 15months

Rice - Crop year

Year

1 10

2 20

3 25

4 25

Assumption: Rice initially one crop in yr1, two crops in yr 2, 2.5 crops in yr 3 and onwards

Hectares

Hectares
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Table 8. Outgrower company cash flow 

 
 

 

 

 

Table 9. Outgrower company cash flow after financing 

 
 

Outgrower farm Crop Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

Sugarcane 252,240$    312,060$    306,390$    297,885$    287,963$    286,748$    289,380$   296,468$    304,568$    302,138$    297,075$    287,963$    286,748$    289,380$    

Rice 11,632$         23,263$      29,079$      29,079$      29,079$      29,079$      29,079$      29,079$     29,079$      29,079$      29,079$      29,079$      29,079$      29,079$      29,079$      

Total var costs 11,632$         275,503$    341,139$    335,469$    326,964$    317,041$    315,826$    318,459$   325,546$    333,646$    331,216$    326,154$    317,041$    315,826$    318,459$    

Total overhead costs 108,031$       112,641$    143,191$    143,191$    143,191$    143,191$    143,191$    143,191$   143,191$    143,191$    143,191$    143,191$    143,191$    143,191$    143,191$    

Total depreciation costs 85,579$      85,579$      85,579$      85,579$      85,579$      85,579$      85,579$     85,579$      85,579$      85,579$      85,579$      85,579$      85,579$      85,579$      

Sugarcane 757,285$    921,364$    877,189$    810,926$    733,620$    724,154$    744,664$   799,882$    862,990$    844,057$    804,616$    733,620$    724,154$    744,664$    

Rice 17,500$         35,000$      43,750$      43,750$      43,750$      43,750$      43,750$      43,750$     43,750$      43,750$      43,750$      43,750$      43,750$      43,750$      43,750$      

Total annual revenue 17,500$         792,285$    965,114$    920,939$    854,676$    777,370$    767,904$    788,414$   843,632$    906,740$    887,807$    848,366$    777,370$    767,904$    788,414$    

Net annual revenue (102,163)$      318,563$    395,205$    356,700$    298,942$    231,559$    223,308$    241,185$   289,316$    344,323$    327,821$    293,442$    231,559$    223,308$    241,185$    

Cost of sales (%) 60% 59% 61% 65% 70% 71% 69% 66% 62% 63% 65% 70% 71% 69%

Annual Variable Costs and Overheads per farm (150 ha sugarcane & 10 ha rice) 468,021$    

Annual Variable Costs and Overheads per farm/ha 2,925$        

Note: Sugarcane revenue 1yr lag after investment, rice revenue in same yr as investment

Cash Flow inc Capex (1,081,513)$   318,563$    395,205$    356,700$    298,942$    231,559$    223,308$    241,185$   289,316$    344,323$    327,821$    293,442$    231,559$    223,308$    241,185$    

IRR Without Financing Costs 28%

Var costs

Annual revenue

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

Capital costs

Farm equipment $656,000

Sugarcane establishment $283,350

Outgrower farm Crop

Sugarcane $252,240 $312,060 $306,390 $297,885 $287,963 $286,748 $289,380 $296,468 $304,568 $302,138 $297,075 $287,963 $286,748 $289,380

Rice $11,632 $23,263 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079 $29,079

Total var costs $11,632 $275,503 $341,139 $335,469 $326,964 $317,041 $315,826 $318,459 $325,546 $333,646 $331,216 $326,154 $317,041 $315,826 $318,459

Total overhead costs $108,031 $112,641 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191 $143,191

Total depreciation costs $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579 $85,579

Sugarcane $757,285 $921,364 $877,189 $810,926 $733,620 $724,154 $744,664 $799,882 $862,990 $844,057 $804,616 $733,620 $724,154 $744,664

Rice $17,500 $35,000 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750 $43,750

Total annual revenue $17,500 $792,285 $965,114 $920,939 $854,676 $777,370 $767,904 $788,414 $843,632 $906,740 $887,807 $848,366 $777,370 $767,904 $788,414

Loan repayment

Amortised capital equip loan $93,558 $93,558 $93,558 $93,558 $93,558 $93,558 $93,558 $93,558

Amortised sugarcane establishm loan $109,716 $109,716 $109,716

Var cost & overheads loan interest $419 $13,973 $17,436 $17,232 $16,926 $16,568 $16,525 $16,619 $16,875 $17,166 $17,079 $16,896 $16,568 $16,525 $16,619

Annual cash flow with financing (1,041,932)$   $101,316 $174,495 $136,194 $188,459 $121,432 $113,225 $131,008 $178,884 $327,157 $310,742 $276,545 $214,990 $206,783 $224,565

FIRR 14% 894.54$    

Financing assumptions

1. Bank finance for 70% of capital equipment costs @ 10% real rate of interest Capital equipment loan: sugarcane & rice farm $487,200

2. Repayments for capital equipment amortised over 8 years Amortised annual capital equipment loan repayment $93,558

3. Bank finance for 100% of sugarcane establishment @ 10% real rate of interest Sugarcane establishment loan $283,350

4. Repayment for sugarcane amortised over 3 years Amortised annual sugarcane establishment loan repayments $109,716

5. Matching grants at 20% for capital equipment but not for sugarcane establishment Total capital loan repayments $1,187,327

6. Payment for capital loans made monthly from deduction from crop sale

7. Bank finance for 90% of variable and overhead costs @ 12% real rate of interest

8. Monthly repayments for crop variable costs made from deduction from crop sale

Var costs

Annual revenue
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Appendix 10: Attachment 2 

 

Table 1. RCA Capital costs and depreciation 

 
 

 

Table 2.  Summary of the crop gross margins  

  
 

 

Table 3. Gradual increase in yield levels  

 
 

Table 4. RCA company overhead costs 

  

ITEM
Unit Cost Quantity Total Cost Rate Amount IFAD equity Bank Farmers 

Zero till Planters $15,000 1 $15,000 10% $1,500 $6,000 $7,500 $1,500

Boomspray $10,000 1 $10,000 10% $1,000 $4,000 $5,000 $1,000

Tractors 75 Hp $25,000 2 $50,000 12% $6,000 $20,000 $25,000 $5,000

Trailers 5 Tonne $5,000 1 $5,000 10% $500 $2,000 $2,500 $500

Farm Buildings/Sheds $20,000 1 $20,000 5% $1,000 $8,000 $10,000 $2,000

Miscellaneous Equipment $5,000 1 $5,000 10% $500 $2,000 $2,500 $500

TOTAL $105,000 $10,500 $42,000 $52,500 $10,500

Financing share 40% 50% 10%

DepreciationCost (US$) Financing

Gross margin 

per ha ($)

Farm 

size- ha

Total company 

annual gross 

margin($)

Yields per 

ha (kg)

Farm size- 

ha

Total company 

annual annual 

harvests (Kg)

Maize $875 100 $87,492 4,000 100 400,000

Sesame $807 100 $80,669 800 100 80,000

Pigeon Pea $447 100 $44,719 1,000 100 100,000

300 $212,880 300

Gross margins (US$) Yields / aggregated harvest (Kg)

Farm year 

1 Kg/ ha

Farm 

year 2 

Kg/ha

Farm year 

3/Kg/ha

Maize 2,000 3,000 4,000

Sesame 400 600 800

Pigeon Pea 500 750 1,000

Item

At full 

development

annual 

cost/ha

Staff Salaries

Management Committee $2,160

Supervisor/Farm Manager $6,600

Clerical $3,528

Permanent Skilled Labour (Tractor driver/mechanics) $5,568

Permanent Unskilled Labour (Security etc) $10,512

Sub Total Salaries $28,368 $95

Insurance $1,500

Protective clothing and equipment $500

Consumables $200

Soil Testing Costs $2,000

Communications (telephone,fax,cell) $3,600

Printing & Stationary $1,200

Accounting Fees $1,000

Audit Fees $1,000

General transport $3,500

General Maintenance $2,000

Machinery maintenance @ 5% of capital cost $5,250

Total Overhead Costs $50,118 $167
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Table 5. 300 ha RCA projected profit and loss statement 

 

 
 

 

Table 6. Cash flow statement for the RCA 300 ha farming Company 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Year 1 Year 2 Year 3 Year 1 Year 2 Year 3 USD Year 1 Year 2 Year 3

Total Income

Fram 

size/ ha

Selling 

price

Maize 2,000 3,000 4,000 100 200,000 300,000 400,000 0.33 $66,497 $99,746 $132,994

Sesame 400 600 800 100 40,000 60,000 80,000 1.50 $60,000 $90,000 $120,000

Pigeon Pea 500 750 1,000 100 50,000 75,000 100,000 0.80 $40,000 $60,000 $80,000

Total Income $166,497 $249,746 $332,995

Direct Costs

Maize $455 $455 $455 100 $45,503 $45,503 $45,503

Sesame $393 $393 $393 100 $39,331 $39,331 $39,331

Pigeon Pea $353 $353 $353 100 $35,281 $35,281 $35,281

Total direct costs $120,115 $120,115 $120,115

Company gross margin $46,383 $129,631 $212,881

Company overheads $50,118 $50,118 $50,118

Depreciation $10,500 $10,500 $10,500

Net profit before financing -$14,235 $69,013 $152,263

Interest- capital loan $0 $5,250 $4,286

Interest- direct costs and overheads $18,385 $18,385 $18,385

Net profit after financing -$32,620 $45,378 $129,592

Net earnings per shareholder -$652 $908 $2,592

Cumulative earnings -$32,620 $12,758 $142,350

Total company harvest/ Kg Company total revenueYields- kg/ha

USD/ha Total company direct costs

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

I. Cash flow from operating activities

Profit and loss before financing ($32,620) $45,378 $129,592 $129,592 $129,592 $129,592 $129,592 $129,592 $129,592 $129,592

Add back Depreciation $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 $10,500

Cash flow from operating activities ($22,120) $55,878 $140,092 $140,092 $140,092 $140,092 $140,092 $140,092 $140,092 $140,092

II. Cash flow used investing activities

As per capital expenditure requirements ($105,000) ($50,000) ($45,000)

III. Cash flow from financing activities

Long term loan for capex $52,500

Equity contribution from project $42,000

Owners funds-capex $10,500

Capex loan repayments ($9,841) ($9,841) ($9,841) ($9,841) ($9,841) ($9,841) ($9,841) ($9,841)

Net cash flow ($22,120) $46,037 $130,251 $130,251 $130,251 $130,251 $130,251 $80,251 $130,251 $95,092

Cumulative cash flow ($22,120) $23,917 $154,168 $284,419 $414,670 $544,921 $675,172 $755,423 $885,674 $980,766
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Table 7. Financial rate of return and net present value  

 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

I. Cash flow from operating activities ($3,735) $79,513 $162,763 $162,763 $162,763 $162,763 $162,763 $162,763 $162,763 $162,763

II. Cash flow used in investing activities ($105,000) ($50,000) ($45,000)

III. Cash flow from financing activities/a

Interest on both capex and operating/ overhead loans ($23,635) ($23,176) ($22,671) ($22,116) ($21,505) ($20,832) ($20,093) ($19,280) ($18,385) ($18,385)

Net cash flow ($132,370) $56,337 $140,092 $140,647 $141,258 $141,931 $142,670 $93,483 $144,378 $99,378

Less: Proxy for WOP income levels/ b $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100

Incremental cash flow ($150,470) $38,237 $121,992 $122,547 $123,158 $123,831 $124,570 $75,383 $126,278 $81,278

FRR 59%

NPV at 12% OCC $351,968

a/ excludes principal loan repayments already accounted for under as part of capex and/ or operating activities

b/USD 382 WOP income times the 50 shareholders
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Table 8.  Loan amortisation schedule  

  
 

 

Table 9. RCA Pigeon pea crop budget 

   
 

 

Loan Amount $52,500 Down Payment 0

Percent Down 0% Loan Amount $52,500

Interest Rate 10% Annual repayment -$9,841

Years 8 Optional Payment

Total Interest $26,226 Number of Payments 6

Total Principal $52,500 Disbursement date 10/21/2018

Total of Payments $78,726

Date

Total 

Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $52,500

Year 2 ($9,841) $5,250 $47,909 $4,591

Year 3 ($9,841) $4,791 $42,859 $5,050

Year 4 ($9,841) $4,286 $37,304 $5,555

Year 5 ($9,841) $3,730 $31,194 $6,110

Year 6 ($9,841) $3,119 $24,473 $6,721

Year 7 ($9,841) $2,447 $17,079 $7,394

Year 8 ($9,841) $1,708 $8,946 $8,133

Year 9 ($9,841) $895 $0 $8,946

Totals ($78,726) $26,226 $52,500

Loan Variables Calculated Variables

Loan Results

Payment Schedule

Unit

Cost/ 

Unit Qty/ HA Cost/ HA Cost/ HA Cost/ HA

INPUTS YEAR 1 YEAR 2 YEAR 3+

HERBICIDE APPPLICATION

BOOMSPRAY FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

ROUNDUP LITRE $6.00 2.50 $15.00 $15.00 $15.00

PRE-PLANTING HERBICIDE APPPLICATION

BOOMSPRAY FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

PENDIMETHALIN LITRE $10.00 2.50 $25.00 $25.00 $25.00

PLANTING FUEL $1.35 9.00 $12.15 $12.15 $12.15

SEED KG $5.00 15.00 $75.00 $75.00 $75.00

FERTILIZER-SUPERPHOSPHATE KG $0.65 150.00 $97.50 $97.50 $97.50

PESTICIDECHEMICALS LITRE $30.00 1.00 $30.00 $30.00 $30.00

BOOMSPRAY APP/FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

WEEDINGLABOUR DAY $5.00 5.00 $25.00 $25.00 $25.00

HARVESTING

LABOUR DAY $5.00 10.00 $50.00 $50.00 $50.00

TRANSPORT FUEL LITRE $1.35 2.25 $3.04 $3.04 $3.04

BAGS $1.00 10.00 $10.00 $10.00 $10.00

TOTAL COST/HA $352.81 $352.81 $352.81

YIELD & REVENUE KG $0.80 1000.00 $400.00 $600.00 $800.00

GROSS MARGIN $47.19 $247.19 $447.19
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Table 10. RCA Maize crop budget 

  
 

 

Table 11. RCA Sesame crop budget 

  
 

 

Unit

Cost/ 

Unit Qty/ HA Cost/ HA Cost/ HA Cost/ HA

   YEAR 1 YEAR 2 YEAR 3+

Herbicide Appplication

Boomspray Fuel Litre $1.35 2.25 $3.04 $3.04 $3.04

Roundup Litre $6.00 2.50 $15.00 $15.00 $15.00

Pre-Planting Herbicide Appplication

Boomspray Fuel Litre $1.35 4.50 $6.08 $6.08 $6.08

Atrazine And Dual Litre $10.00 5.00 $50.00 $50.00 $50.00

Planting

Fuel $1.35 9.00 $12.15 $12.15 $12.15

Seed Kg $2.00 30.00 $60.00 $60.00 $60.00

Fertilizer-Npk kg $0.65 250.00 $162.50 $162.50 $162.50

Pesticide

Chemicals Litre $30.00 1.00 $30.00 $30.00 $30.00

Boomspray App/Fuel Litre $1.35 4.50 $6.08 $6.08 $6.08

Weeding- Labour day $5.00 5.00 $25.00 $25.00 $25.00

Harvesting- Fuel Litre $1.35 9.00 $12.15 $12.15 $12.15

   Labour day $3.00 10.00 $30.00 $30.00 $30.00

   Tranport- Fuel Litre $1.35 2.25 $3.04 $3.04 $3.04

Bags $1.00 40.00 $40.00 $40.00 $40.00

Total Cost/Ha $455.03 $455.03 $455.03

Yield & Revenue Kg $0.33 4,000 $664.97 $997.46 $1,329.94

Gross Margin $209.95 $542.43 $874.92

Unit

Cost/ 

Unit Qty/ HA Cost/ HA Cost/ HA Cost/ HA

INPUTS YEAR 1 YEAR 2 YEAR 3+

HERBICIDE APPPLICATION

BOOMSPRAY FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

ROUNDUP LITRE $6.00 2.50 $15.00 $15.00 $15.00

PRE-PLANTING HERBICIDE APPPLICATION

BOOMSPRAY FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

PENDIMETHALIN LITRE $10.00 2.50 $25.00 $25.00 $25.00

PLANTING FUEL $1.35 9.00 $12.15 $12.15 $12.15

SEED KG $5.00 15.00 $75.00 $75.00 $75.00

FERTILIZER-NPK KG $0.70 200.00 $140.00 $140.00 $140.00

PESTICIDECHEMICALS LITRE $30.00 1.00 $30.00 $30.00 $30.00

BOOMSPRAY APP/FUEL LITRE $1.35 2.50 $3.38 $3.38 $3.38

WEEDINGLABOUR DAY $5.00 5.00 $25.00 $25.00 $25.00

HARVESTING

LABOUR DAY $5.00 10.00 $50.00 $50.00 $50.00

TRANSPORT FUEL LITRE $1.35 2.25 $3.04 $3.04 $3.04

BAGS $1.00 8.00 $8.00 $8.00 $8.00

TOTAL COST/HA $393.31 $393.31 $393.31

YIELD & REVENUE KG $1.50 800.00 $600.00 $900.00 $1,200.00

GROSS MARGIN $206.69 $506.69 $806.69
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Table 12.  ICAL capital expenditure 

 
 

Table 13. ICAL cash flow statement 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Year 1 Total

ITEMS NO US$/unit US$ Rate Amount

85 HP 4WD tractors 2 $41,000 $82,000 0.12 $9,840

3PL sprayer 1 $35,000 $35,000 0.12 $4,200

Forage Harvester 1 $25,000 $25,000 0.12 $3,000

6x30" row-crop planter 1 $16,000 $16,000 0.1 $1,600

Trailer for seed, ferts, etc 2 $5,000 $10,000 0.05 $500

Water tanker trailer + pump 1 $7,000 $7,000 0.12 $840

office and Admin Equipment 1 $10,000 $10,000 0.1 $1,000

Motorcycles 2 $2,000 $4,000 0.2 $800

Boreholes and pumps 1 $10,000 $10,000 0.05 $500

Livestock Yards 1 $5,000 $5,000 0.05 $250

Livestock: Heifers 160 $500 $80,000 0 $0

Livestock: Bulls 3 $1,000 $3,000 0.1 $300

TOTAL: $287,000 $22,830

Depreciation

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 & beyond

Capital Expenditure

Agriculture $189,000

Livestock $83,000

Other Equipment $15,000

Total $287,000

Variable Costs

Agriculture $117,175 $117,175 $117,175 $117,175 $117,175 $117,175 $117,175 $117,175 $117,175 $117,175 $117,175

Livestock $16,266 $23,095 $38,064 $38,064 $38,064 $38,064 $38,064 $38,064 $38,064 $38,064 $38,064

Total Variable Costs $133,441 $140,270 $155,239 $155,239 $155,239 $155,239 $155,239 $155,239 $155,239 $155,239 $155,239

Overhead Costs $50,118 $50,118 $50,118 $50,118 $50,118 $50,118 $50,118 $50,118 $50,118 $50,118 $50,118

Depreciation $22,830 $22,830 $22,830 $22,830 $22,830 $22,830 $22,830 $22,830 $22,830 $22,830 $22,830

Total overhead costs $72,948 $72,948 $72,948 $72,948 $72,948 $72,948 $72,948 $72,948 $72,948 $72,948 $72,948

Total Annual Cost $206,389 $213,218 $228,187 $228,187 $228,187 $228,187 $228,187 $228,187 $228,187 $228,187 $228,187

Revenue

Cropping $80,625 $124,483 $186,803 $186,803 $186,803 $186,803 $186,803 $186,803 $186,803 $186,803 $186,803

Livestock- Prime animals $0 $0 $114,143 $114,143 $114,143 $114,143 $114,143 $114,143 $114,143 $114,143 $114,143

                   - Milk $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000

                   - Old cows $4,890 $4,890 $4,890 $4,890 $4,890 $4,890 $4,890 $4,890 $4,890 $4,890 $4,890

Total Revenue $135,515 $179,373 $355,836 $355,836 $355,836 $355,836 $355,836 $355,836 $355,836 $355,836 $355,836

Net Profit (loss) -$70,874 -$33,845 $127,649 $127,649 $127,649 $127,649 $127,649 $127,649 $127,649 $127,649 $127,649

Financing Repayment Costs

Total payment as per amortisation schedule $26,898 $26,898 $26,898 $26,898 $26,898 $26,898 $26,898 $26,898

Seasonal Finance Interest $19,824 $20,562 $22,179 $22,179 $22,179 $22,179 $22,179 $22,179 $22,179 $22,179 $22,179

Net Cash Flow -$377,698 -$81,305 $78,573 $78,573 $78,573 $78,573 $78,573 $78,573 $78,573 $105,471 $105,471

Cumulative financing -$377,698 -$459,004
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Table 14. ICAL amortisation schedule 

 
  

Loan Amount $143,500 Down Payment 0

Percent Down 0% Loan Amount 143,500

Interest Rate 10% Annual repayment (26,898)

Years 8 Optional Payment

Total Interest 71,686 Number of Payments 6

Total Principal 143,500 Disbursement date

Total of Payments 215,186

Date

Total 

Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $143,500

Year 2 ($26,898) $14,350 $130,952 $12,548

Year 3 ($26,898) $13,095 $117,149 $13,803

Year 4 ($26,898) $11,715 $101,965 $15,183

Year 5 ($26,898) $10,197 $85,264 $16,702

Year 6 ($26,898) $8,526 $66,892 $18,372

Year 7 ($26,898) $6,689 $46,683 $20,209

Year 8 ($26,898) $4,668 $24,453 $22,230

Year 9 ($26,898) $2,445 $0 $24,453

($26,898) $0 $0 $26,898

Totals ($215,186) $71,686 $143,500

Loan Variables Calculated Variables

Loan Results

Payment Schedule
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Table 15.  Cattle abattoir capital expenditure 

 
 

 

Table 16.  Cattle purchases 

 
 

 

Table 17. Potential abattoir turnovers  

 

Investment (USD)

Year 1 Year 2 Year 3 Year 4 Year 5

Depreciation 

Rate

Buildings 50,000    10,000          10,000    10,000    10,000    10,000    20%

Abbatoir Equipment 200,000 20,000          20,000    20,000    20,000    20,000    10%

Delivery vehicle 40,000    3,200            3,200      3,200      3,200      3,200      8%

Cold Room 50,000    5,000            5,000      5,000      5,000      5,000      10%

Working capital 10,000    

Total Investments Cost 350,000 38,200          38,200    38,200    38,200    38,200    

Annual depreciation

Year 1 Year 2 Year 3 Year 4 Year 5

CattlePurchase price (USD)/ a $900 $900 $900 $900 $900

Carcass Weight (kg) $275 $275 $275 $275 $275

purchase Price  per  kg  USD $3 $3 $3 $3 $3

Purchase cost

Projected cattle purchases (No) $480 $1,056 $1,200 $1,200 $1,200

Purchase price ($) $900 $900 $900 $900 $900

Total purchase costs ($) $432,000 $950,400 $1,080,000 $1,080,000 $1,080,000

Transport costs- purchase of animals

Average transport and handling costs Tsh 25,000 per animal/b $6,667 $14,667 $16,667 $16,667 $16,667

Total purchase costs plus transport and handling charges ($) $438,667 $965,067 $1,096,667 $1,096,667 $1,096,667

a/ based on 500 kg live weight animal; carcuss weight 275kg which will be more priced than current prevailing prices

b/ sourced from heifer international reports. This includes a slaughter charge and other levy's of Tsh. 7,500

Year 1 Year 2 Year 3 Year 4 Year 5

Beef sales

Animals slaughtered $480 $1,056 $1,200 $1,200 $1,200

Carcass Weight (kg) $275 $275 $275 $275 $275

Beef quantity- Kg (50% capacity in first year) $132,000 $290,400 $330,000 $330,000 $330,000

Price per kg- USD/ a $5 $5 $5 $5 $5

Beef sales $660,000 $1,452,000 $1,650,000 $1,650,000 $1,650,000

By-product sales (offals)

By-product volume-Kg $48,000 $105,600 $120,000 $120,000 $120,000

Price- USD $2 $2 $2 $2 $2

Total by-products (e.g offal) $72,000 $158,400 $180,000 $180,000 $180,000

Skins- one per animal $480 $1,056 $1,200 $1,200 $1,200

Price per skin- USD $40 $40 $40 $40 $40

Total skin-sales $19,200 $42,240 $48,000 $48,000 $48,000

Grant total turnover (beef, by-products and skin sales) $751,200 $1,652,640 $1,878,000 $1,878,000 $1,878,000

a/ Heifer international report:  red meat retail price per kg various from Tsh 8000 to as high as Tsh 24000 per kg depending 

the cut and grade of the carcases in super markets which are importing beef. The local prices other than .

super markets average Tsh 6,500 ($ 4/kg). A price of USD 5 has been used as a middle groun.

0.5 % capacity in first year
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Table 18.  Abattoir profit and loss statement  

 
 

 

Table 19. Abattoir Cash flow statement  

 
 

 

Table 20. Financial Rate of Return 

 
 

 

Production Levels Year 1 Year 2 Year 3 Year 4 Year 5

Number of Animals 480             1,056          1,200          1,200          1,200          

Turnover $751,200 $1,652,640 $1,878,000 $1,878,000 $1,878,000

Variable costs

Cattle purchases $432,000 $950,400 $1,080,000 $1,080,000 $1,080,000

Cattle transport and handling costs $6,667 $14,667 $16,667 $16,667 $16,667

Per animal

Utilities: US$

Water 2,000 lites per animal 11.11    $5,333 $11,733 $13,333 $13,333 $13,333

Electricity 3.70      $1,778 $3,911 $4,444 $4,444 $4,444

14.81    

Unskilled labour (2 animals: 1 staff) $175,900 $175,900 $175,900 $175,900 $175,900

phytosanitare expenses and waste management costs (Tsh 30,000 per animal) $8,000 $17,600 $20,000 $20,000 $20,000

Total variable costs $629,678 $1,174,211 $1,310,344 $1,310,344 $1,310,344

Gross profit $121,522 $478,429 $567,656 $567,656 $567,656

Marketing costs (10% of sales) $75,120 $165,264 $187,800 $187,800 $187,800

Overhead costs

Maintenance cost @ 5% Capital $17,000 $17,000 $17,000 $17,000 $17,000

Depreciation $38,200 $38,200 $38,200 $38,200 $38,200

Insurance @ 2% of Capital Cost $6,800 $6,800 $6,800 $6,800 $6,800

Licenses $24,000 $24,000 $24,000 $24,000 $24,000

Manager $6,600 $6,600 $6,600 $6,600 $6,600

Administration/ cashier $3,518 $3,518 $3,518 $3,518 $3,518

Total overheads and marketing costs $171,238 $261,382 $283,918 $283,918 $283,918

Net profit before financing -$49,716 $217,047 $283,738 $283,738 $283,738

Interest on loans $17,500 $13,729 $9,581 $5,019 $0

operating cost loan intest $68,005 $126,815 $141,517 $141,517 $141,517

Net  after financing -$135,221 $76,503 $132,639 $137,202 $142,220

Variable Personell Costs (1 staff: 2 catlle per week although staff may work in combination this is a good average)

Year 1 Year 2 Year 3 Year 4 Year 5

Number of animals month 100             100 100 100 100

Average variable workers projected (based on 1:2 ratio) 50               50               50               50               50               

Average salary- USD/a $3,518 $3,518 $3,518 $3,518 $3,518

Total  variable payroll Payroll- USD $175,900 $175,900 $175,900 $175,900 $175,900

Variable personnel costs/ Kg- USD $1.33 $0.61 $0.53 $0.53 $0.53

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

I. Cash flow from operating activities

Net profit as per profit and loss -$135,221 $76,503 $132,639 $137,202 $142,220 $142,220 $142,220 $142,220 $142,220 $142,220

Add back Depreciation $38,200 $38,200 $38,200 $38,200 $38,200 $38,200 $38,200 $38,200 $38,200 $38,200

Cash flow from operating activities -$97,021 $114,703 $170,839 $175,402 $180,420 $180,420 $180,420 $180,420 $180,420 $180,420

II. Cash flow used investing activities

As per capital expenditure requirements $350,000 -$40,000 -$250,000

III. Cash flow from financing activities

Long term loan for capex -$175,000

Equity contribution from project -$140,000

Owners funds-capex -$35,000

Capex loan repayments -$55,207 -$55,207 -$55,207 -$55,207 $0 $0 $0 $0 $0

Net cash flow -$97,021 $59,495 $115,632 $120,194 $125,213 $180,420 $180,420 $140,420 $180,420 -$69,580

Cumulative cash flow -$97,021 -$37,526 $78,106 $198,300 $323,513 $503,933 $684,354 $824,774 $1,005,194 $935,615

Financial rate of return Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Cash flow from operating activities -$97,021 $114,703 $170,839 $175,402 $180,420 $180,420 $180,420 $180,420 $180,420 $180,420

Capital expenditure -$350,000 $0 $0 $0 $0 $0 $0 -$40,000 $0 -$250,000

Net cash flow -$447,021 $114,703 $170,839 $175,402 $180,420 $180,420 $180,420 $140,420 $180,420 -$69,580

WOP income USD 362 times 50 members $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100 $18,100

Incremental cash flows -$465,121 $96,603 $152,739 $157,302 $162,320 $162,320 $162,320 $122,320 $162,320 -$87,680

Financial Rate of Return (FRR) 25%

NPV @ 12 % OCC $197,883
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Table 21. Amortisation schedule (US$) 

 
 

 

Table 22. Maize processing mill gross margin 

 
 

 

Table 23. Maize processing mill Financial Rate of Return 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

Loan Amount $175,000 Down Payment 0

Percent Down 0% Loan Amount 175,000

Interest Rate 10% Annual repayment (55,207)

Years 4 Optional Payment

Total Interest 45,830 Number of Payments 4

Total Principal 175,000 Disbursement date

Total of Payments 220,830

Date

Total 

Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $175,000

Year 2 ($55,207) $17,500 $137,293 $37,707

Year 3 ($55,207) $13,729 $95,814 $41,478

Year 4 ($55,207) $9,581 $50,189 $45,626

Year 5 ($55,207) $5,019 $0 $50,189

Totals ($220,830) $45,830 $175,000

Loan Variables Calculated Variables

Loan Results

Payment Schedule

COSTS Unit

Unit 

Cost/ 

Value

Cost/ 

month

Cost/ 

month Cost/ year

Hired Labour Day $7.00 $20 $140 $1,680

Miscellaneous Value $20 $20 $240

Fuel Value $1.35 $100 $135 $1,620

Maintenance cost @ 5% Capital Value $313 $3,750

Total Cash Cost $608 $7,290

Production & Value PER 20kg $2.00 $600 $1,200 $14,400

GROSS MARGIN $593 $7,110

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

CAPITAL COST $7,500

OPERATING COST $7,290 $7,290 $7,290 $7,290 $7,290 $7,290 $7,290 $7,290 $7,290 $7,290

CAPITAL REPLACEMENT $5,500 $6,500

REVENUE $7,200 $14,400 $14,400 $14,400 $14,400 $14,400 $14,400 $14,400 $14,400 $14,400

OPERATING COST LOAN INTEREST $787 $787 $787 $787 $787

NET CASH FLOW -$8,377 $6,323 $6,323 $6,323 $823 $7,110 $7,110 $7,110 $7,110 $610

IRR 70%

NPV at 12% OCC $18,996
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Table 24. Amortization schedule for maize grain 

 
 

 

Table 25, Transport Business model - Gross margin 

 
 

 

Table 26. Transport Business model- cash flow and loan repayment 

 
 

 

 

 

Loan Amount $3,750 Down Payment 0

Percent Down 0% Loan Amount $3,750

Interest Rate 10% Annual repayment ($1,183)

Years 4 Optional Payment

Total Interest 982 Number of Payments 4

Total Principal 3,750 Disbursement date

Total of Payments 4,732

Date

Total 

Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $3,750

Year 2 ($1,183) $375 $2,942 $808

Year 3 ($1,183) $294 $2,053 $889

Year 4 ($1,183) $205 $1,075 $978

Year 5 ($1,183) $108 $0 $1,075

Year 6 $0 $0

Totals ($4,732) $982 $3,750

Loan Variables Calculated Variables

Loan Results

Payment Schedule

COSTS Units

Unit 

Cost/Value

Amount/ 

month

Amount/ 

month

Amount/ 

year

Hired Labour Day $7.00 $40 $280 $3,360

Fuel Value $1.35 $500 $675 $8,100

Maintenance cost @ 5% Capital Value $1,875 $22,500

Insurance @ 5% of Capital Cost Value $0.00 $2,250

Licenses Value $500

Total Cash Cost $2,830 $33,960

SERVICES VALUE

Produce and Inputs Transport @ 0.45 tonne/km $54,000

GROSS MARGIN $20,040

Depreciation $5,000

Interest on loan

Net profit $15,040

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

OPERATING COST $33,960 $33,960 $33,960 $33,960 $33,960

PROVISION FOR DEPRECIATION $5,000 $5,000 $5,000 $5,000 $5,000

REVENUE $27,000 $54,000 $54,000 $54,000 $54,000

$0 $0 $0 $0

LOAN REPAYMENT CAPITAL $6,848 $6,848 $6,848 $6,848

OPERATING COST LOAN INTEREST $3,668 $3,668 $3,668 $3,668 $3,668

NET CASH FLOW -$22,476 $4,524 $4,524 $4,524 $11,372 $11,372 $11,372 $11,372 $11,372 $11,372

LOAN AMOUNT CAPITAL $22,500

LOAN AMOUNT OPERATING COST $30,564

NPV at 12% OCC $19,349

IRR 29%

FINANCING

BANK LOAN FOR 50% OF CAPITAL @ 10% INTEREST OVER 4 YEARS

EQUITY CONTRIBUTION FOR 40% OF CAPITAL

OWNERS EQUITY 10% OF CAPITAL

BANK LOAN FOR 90% OF OPERATING COST @ 12% INTEREST

REVENUE FOR FIRST YEAR ONLY 50% OF LONG TERM AVERAGE
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Table 27. Amortization schedules for transport business 

 
 

Table 28. Oilseed crop gross margin potential 

 
 

Table 29. Oilseed crop financial Rate of Return 

 
 

 

 

 

 

 

 

 

 

 

Loan Amount $22,500 Down Payment 0

Percent Down 0% Loan Amount $22,500

Interest Rate 10% Annual repayment -$7,098

Years 4 Optional Payment

Total Interest 5,892 Number of Payments 4

Total Principal 22,500 Disbursement date

Total of Payments 28,392

Date

Total 

Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $22,500

Year 2 ($7,098) $2,250 $17,652 $4,848

Year 3 ($7,098) $1,765 $12,319 $5,333

Year 4 ($7,098) $1,232 $6,453 $5,866

Year 5 ($7,098) $645 $0 $6,453

Year 6 $0 $0

Totals ($28,392) $5,892 $22,500

Loan Variables Calculated Variables

Loan Results

Payment Schedule

COSTS Units

Unit 

Cost/Value

Amount/ 

month

Amount/ 

month

Amount/ 

year

Hired Labour Day $7.00 $40 $280 $3,360

Sesame Kg $1.50 $4,000 $4,000 $48,000

Fuel Value $1.35 $100 $135 $1,620

Containers Value/20 $2.00

Maintenance cost @ 5% Capital Value $625 $7,500

Total Cash Cost $5,040 $60,480

Production & Value

Sesame Oil @ 35 lt/100kg pressed per lt $3.00 $1,400 $4,200 $50,400

Sesame Oil Cake per kg $1.00 $2,600 $2,600 $31,200

Total Revenue $6,800 $81,600

GROSS MARGIN $1,760 $21,120

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

CAPITAL COST 15,000$    

OPERATING COST 60,480$    60,480$    60,480$    60,480$    60,480$    60,480$    60,480$    60,480$    60,480$    60,480$    

CAPITAL REPLACEMENT 11,000$    13,500$    

REVENUE 40,800$    81,600$    81,600$    81,600$    81,600$    81,600$    81,600$    81,600$    81,600$    81,600$    

OPERATING COST LOAN INTEREST 6,532$      6,532$      6,532$      6,532$      6,532$      6,532$      6,532$      6,532$      6,532$      6,532$      

NET CASH FLOW -41,212 $   14,588$    14,588$    14,588$    3,588$      14,588$    14,588$    14,588$    14,588$    1,088$      

IRR 28%

NPV at 12% OCC $22,017
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Table 30. Cash flow and loan repayment for oilseed  

 
 

Table 31. Amortisation schedule for oil seed processing 

 
 

 

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

OPERATING COST 60,480$    60,480$    60,480$    60,480$    60,480$    

PROVISION FOR DEPRECIATION 2,450$      2,450$      2,450$      2,450$      2,450$      

REVENUE 40,800$    81,600$    81,600$    81,600$    81,600$    

-$          -$          -$          -$          

LOAN REPAYMENT CAPITAL 2,366$      2,366$      2,366$      2,366$      

OPERATING COST LOAN INTEREST 6,532$      6,532$      6,532$      6,532$      6,532$      

NET CASH FLOW -31,028 $   9,772$      9,772$      9,772$      12,138$    12,138$    12,138$    12,138$    12,138$    12,138$    

LOAN AMOUNT CAPITAL 7,500$      

LOAN AMOUNT OPERATING COST 54,432$    

COST OF SALES/REVENUE 85%

FINANCING

BANK LOAN FOR 50% OF CAPITAL @ 10% INTEREST OVER 4 YEARS

EQUITY CONTRIBUTION FOR 40% OF CAPITAL

OWNERS EQUITY 10% OF CAPITAL

BANK LOAN FOR 90% OF OPERATING COST @ 12% INTEREST

REVENUE FOR FIRST YEAR ONLY 50% OF LONG TERM AVERAGE

Loan Amount $7,500 Down Payment $0

Percent Down 0% Loan Amount $7,500

Interest Rate 10% Annual repayment -$2,366

Years 4 Optional Payment

Total Interest $1,964 Number of Payments 4

Total Principal $7,500 Disbursement date

Total of Payments $9,464

Date Total Payment Interest paid

Balance of 

loan

Principal 

paid

Year 1 $7,500

Year 2 ($2,366) $750 $5,884 $1,616

Year 3 ($2,366) $588 $4,106 $1,778

Year 4 ($2,366) $411 $2,151 $1,955

Year 5 ($2,366) $215 $0 $2,151

Year 8 $0 $0

Year 9 $0

Totals ($9,464) $1,964 $7,500

Loan Variables Calculated Variables

Loan Results

Payment Schedule
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Appendix 10: Attachment 3 

 

Table 1a. Maize- WOP crop model 

 

Table 1b. Paddy rice- WOP crop model 

 

 

Table 1c.  WOP income for farmers near river 

 

 

Table 1d. WOP income for farmers elsewhere 

 

 

 

UNIT COST/UNIT AMT/HA COST/HA

CASH INPUTS

PLANTING KG $2 $30 $60

TRANSPORT $2 $12 $24

BAGS $1 $12 $12

TOTAL CASH COST/HA $96

LABOUR INPUTS

LAND PREPARATION DAY $10

PLANTING DAY $15

WEEDING DAY $20

HARVESTING DAY $25

TOTAL LABOUR COST/HA DAYS $70

YIELD & REVENUE/ a KG $0 $1,200 $399

GROSS MARGIN $303

Item Sales unit

Units 

produced Unit price

Total 

income

Paddy Rice Kgs 741 $0.36 $258

$258

Input costs per ha per cycle

Item Purchase unit Units used

Unit cost 

(USD) Total cost

Land Preparation

Farm Clearing Ha 1 $24.24 $24

Seeds Kg 3 $0.91 $3

Weeding p/day(s) 1 $6.02 $6

Paddy Storing Bags Bag 3 $0.48 $1

Bags for Harvesting Bag 3 $0.61 $2

Paddy Harvesting p/day(s) 2 $6.02 $12

Paddy Winnowing p/day(s) 2 $6.02 $12

$60

Net income $197

Farmers near river

Crops Farm-size Gross margin

Total Gross 

margin

Ha US$ US$

Maize 1.19         $303 $362

Paddy rice 0.1 $197 $20

$382

Farmers elsewhere

Crops Farm-size Gross margin

Total Gross 

margin

Ha US$ US$

Maize 1.19         $303 $362

$362
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Appendix 11: Outline for draft programme manuals and guidelines 

IMPLEMENTATION GUIDELINES AND PROCEDURES 

Introductory comments.  

1. The following are some notes and outlines to guide the preparation of Programme 
Implementation Guidelines and Procedures for the BASIC Programme. Some of the main principles 
for these guidelines are: 
 

 They should be “User-friendly”. They should be checked and verified with personnel 
knowledgeable of requirements for implementation of externally financed projects in Tanzania 
within the Government system.  

 Guidelines should be simple and easily understood.  

 The guidelines would not be in one large volume. Small volumes specific for the use of 
particular officials or for specific circumstances would be produced.  

 Guidelines should be updated at least annually.  
 

2. The first working draft of detailed guidelines will be produced during the pre-programme period, 
between loan approval and loan effectiveness. The process of preparation would be undertaken with 
support from a consultant with experience and expertise in preparation of project implementation 
guidelines and manuals. 
 
3. Each of the following would need its own concise manual.  

 

Programme Operations and Financial Management Manuals 

I. Administrative Procedures Manual/PCMU 

A. Human Resources management for PCMU Staff  

1. Job descriptions for key staff of PCMU 

2. Recruitment procedures: 

i. Management of recruitment, including timeframe 

ii. Advertisement and publicity 

iii. Eligibility 

iv. Assessment procedures 

v. Engagement process and timeframe 

 

3. Contract Management 

i. Contract duration 

ii. Termination: causes and procedures 

iii. Reporting, leave, conflict of interest  

 

4. Internal Rules for Personnel 

i. Duty periods 

ii. Duty stations 

iii. Reporting and Seniority 

iv. Travel and allowances 

B. Correspondence Organisation 

 PCMU to Government 

 PCMU to District and Villages 

 PCMU to Eco-Energy 
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 PCMU to Contractors 

 PCMU to Programme Clients (Companies and SMEs) 
 

C. Communication Organisation 

D. Logistics 

 Office Location and size 

 Access rules 

 Electricity (including emergency), water, other utilities 

E. Asset management 

F. Stock management 

G. Code of conduct 

 Conflict of interest 

 Gender policy 

 Seniority 

 

II. Financial and Disbursements Procedures For PCMU 

A. Financial Arrangements and Flow of funds 

B. IFAD Disbursements procedures 

C. BASIC Disbursements procedures: Especially involving Eco Energy and Bagamoyo 
District 

D. Accounting system and procedures 

E. Audit procedures 

 

III. Financial and Accounting Procedures: EcoEnergy 

a. Contract Management Arrangements 

b. Invoicing and Flow of funds 

c. Accounting system requirement and procedures 

d. Audit procedures for contracts 

 

IV. Financial and Accounting Procedures:  Main Service Providers and Bagamoyo 
District Council 

a. Contract Management Arrangements 

b. Invoicing and Flow of funds 

c. Accounting system requirement and procedures 

d. Audit procedures for contracts 

 

V. Procurement Procedures: BASIC 

A. IFAD basic procurement principles 

B. National rules and regulations 

C. Main methods of procurement for goods and works 

D. Main methods of selection of consultants & services providers 

E. Specific procurement arrangements: EcoEnergy on Behalf of  BASIC 

 

VI. AWP&B  

A. AWPB Preparation, timing, process, including annual targets (RIMS+) 
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B. Role of partners, role of specialists, clients in AWPB preparation 

C. Role of Self Evaluation and M&E reports 

D. Planning of M&E 

E. Follow-up of outputs 

F. Evaluation of results 

G. Evaluation of Impact 

H. Elaboration of progress reports 

 

ANNEXES 

 

I. Checklist for withdrawal application 
II. Draft M&E Plan 

 

Guidelines on Outgrowers Sugarcane Development 

I. Description of activities to be financed 
II. Implementation arrangements, including roles and responsibilities of partners 
III. Criteria for selecting farmers and farmer groups 
IV. Targeting mechanisms 

a. Engagement with women, including female headed households 
b. Engagement with youth 

V. Engagement with Commercial Banks for Lending arrangements, including provision of 
IFAD equity support  

VI. Cross-cutting issues: Environmental, Gender, HIV/AIDS 
VII. Requirements for physical and financial reporting 
VIII. Relationship between Companies and Programme M&E 

 

Guidelines for the development of agribusiness companies and small & medium enterprises 

I. Description of activities to be financed 
II. Implementation arrangements, including roles and responsibilities of partners for: 

a. Village Investments 
b. Trials and Demonstrations 

III. Criteria for selecting farmers and farmer groups for: 
a. Agribusiness investments 
b. SME investments 

IV. Targeting mechanisms  
a. Engagement with women, including female headed households 
b. Engagement with youth 
c. Provision for pastoralists 

V. Engagement with Commercial Banks for Lending arrangements, including provision of 
IFAD equity support  

VI. Cross-cutting issues: Environmental, Gender, HIV/AIDS 
VII. Requirements for physical and financial reporting 
VIII. Relationship between Companies/SMEs and Programme M&E 
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Appendix 12: Compliance with IFAD policies 

 The programme complies with IFAD’s policies on: targeting, gender, the private sector, rural 1.

finance, climate change, environment and natural resource management. 

 Targeting. The programme complies with IFAD's targeting policy of 2006 in its commitment to 2.

reach the rural poor, men and women, and to reduce their vulnerability. The programme area has 

been selected on the basis of its high poverty and vulnerability. The programme will tailor its activities 

to the specific situation of individual villages and will give priority to improving those that are poorer. 

 Gender. The targeting unit is the village, and social inclusion of women, youth (men and 3.

women) and resettled households will be promoted during village planning. IFAD's GALS and 

household mentoring methodologies will be used to promote a more equitable distribution of labour 

and earnings at the household level, and associated empowerment of women.  

 Partnerships. The programme will establish partnerships with a wide range of organisations 4.

such as: the private sector partner, EcoEnergy; institutions operating in the sub-subsector; 

government ministries and district technical departments; non-state actors and national NGOs; and 

farmer organisations. Communication and awareness building about roles and accountabilities of 

outgrower companies, district government and the private sector partner will be supported as part of 

the programme. 

 Multi-stakeholder dialogue and transparent and accountable independent monitoring. 5.

The programme will support multi-stakeholder dialogue and long-term independent monitoring of 

environmental and social impacts by Stockholm Environment Institute (SEI) with involvement of 

district and other national and local nongovernmental and civil society partners (e.g. the Agricultural 

non State Actor Forum, ANSAF) interested in improving understanding, monitoring and analysis of 

challenges, opportunities and requirements associated with large-scale land-based investments and 

4Ps in Tanzania and beyond. SEI has been chosen as it is a reputable organization with a track 

record of independence, accountability and transparency for leading the external monitoring. The 

programme will also support multi-stakeholder dialogue and monitoring by stakeholders interested in 

the development of 4Ps work. Both types of monitoring will be mainstreamed as part of BASIC M&E 

strategy. 

 Private sector. The partnership with EcoEnergy complies with IFAD's Private sector policy, as 6.

the company has a strong commitment to social and environmental standards, and is aiming to obtain 

BONSUCRO certification. Outgrowers will benefit as producers and the partnership with EcoEnergy 

will be characterised by transparent seed cane purchase and cane supply agreements. In line with 

IFAD Private sector strategy, BASIC will support private sector investment promotion and incentives 

aimed at establishing 4Ps. Component 2 has been designed to align scalable 4Ps capable of 

leveraging commercial borrowing and other private sector resources for inclusive agribusiness 

investments. 

 Rural financing. BASIC partnership with the financial sector will be key to the sustainability 7.

and scaling-up of the programme's economic benefits in the wider community. It will ensure that 

businesses can grow and advance to commercial scale based on expanded finance from commercial 

banks and the private sector well beyond the programme’s timeframe and financial resources.  

 Climate change. The goal of IFAD's climate change strategy is to ensure a systematic focus 8.

on the implications of climate change for its investment activities at the country level. Tanzania has 

recognised its vulnerability to climate change, and developed specific recommendations for making 

agriculture more climate resilient. The programme will provide investments in support of climate-smart 

technologies, which will be integrated into good business practices.   

 Environment and natural resource management policy. The aim of IFAD's ENRM policy is 9.

to enable poor rural people to escape and remain out of poverty through more productive and resilient 
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livelihoods and ecosystems. These principles have underpinned the design of all programme 

activities. The low-input low-output subsistence systems in the programme area will be replaced by 

water-efficient irrigated green sugar cane production and integrated conservation agriculture and 

livestock agribusinesses, as well as enterprises focusing on service provision. 
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Social, Environmental and Climate Assessment Procedures (SECAP) Review Note 

 

I. Major landscape characteristics and issues (Natural resources, social and climate) 

 

 The programme area is located in the Bagamoyo district, 100 km north of Dar es Salaam and 1.

30 km north of Bagamoyo town
108

.  The Bagamoyo district is located in the Wami-Ruvu basin, one of 

the nine major basins of Tanzania. The proposed Bagamoyo sugarcane nucleus estate and 

outgrowers programme are located between the estuaries of the Wami and the Ruvu Rivers, with the 

Wami River as a source for irrigation water. From the coast in an inland direction, the land rises gently 

up to an elevation of around 300 meters, where the undulating Maasai steppe starts. 

 The programme is geographically targeted to respond to the social and commercial incentives 2.

that are expected to emerge because of the investments for sugar. The area is subject both to 

flooding and drought, and is being impacted by climate change. The programme area covers 27 

villages, containing 20,173 households (91,448 people), within a radius of 40 km from the future sugar 

mill, following the administrative boundaries of the villages. The programme will cover about one third 

of the land area of the Bagamoyo district and provide support to about 30% of the villages and 30% of 

the population in the district109. 

 The main livelihood activity in the wider community around the Bagamoyo sugar investment is 3.

agriculture (88% of household) but there is also a range of livelihoods, from coastal fisheries-based 

villages (including shrimp farming) while inland agriculture-based communities growing a mix of food 

and cash crops, and some pastoralism is practiced. The area is ethnically diverse, and includes the 

Doe, Kwere and Zaramo, the largest sub groups, who are the original inhabitants of Bagamoyo. Other 

tribes in the district include Maasai, Barbaig, Ndengereko, Yao, Nyamwezi, Zigua, Pogoro, Ngindo 

,Konde, Sukuma, Ha, Gogo, Luguru, Nyasa, Sandawe, Nyaturu, Ndali, Pare, Mwera, Ngoni, Makua, 

Sambaa, Iraq, Rangi, Tumbi, Tatuu, Kame, and Bena. Some livelihoods are linked to ethnic origin. 

 Subsistence rainfed agriculture dominates inland, with the majority of households currently 4.

farming between 0.75 and 1.5 hectares, depending on their household labour pool and proximity to 

the newly constructed road from Bagamoyo to the Morogoro-Dar es Salaam road. Yields are generally 

low due to the poor level of development in agricultural systems, with poor practices which result in 

nutrient depletion and deforestation
110

. Dependence on remittances is also an important source of 

income for some households in some villages. Households supplement their incomes through 

exploitation of the wider natural resource base, including forest products. These activities, along with 

the demand for firewood and charcoal from Dar es Salaam, have resulted in widespread localised 

deforestation and degradation in throughout the catchment area. Tourism has been growing over 

recent years attracted by the Saadani National Park. Bagamoyo has recently been designated a 

World Heritage Site
111

.  

 Climate change scenarios developed during the National Communications and NAPA 5.

processes in Tanzania indicate that Tanzania is likely to undergo an increase in mean daily 

temperature as well as in the temperature of the warmest and coolest months. Mean annual 

temperatures are also projected to rise by 2.2 C by 2100, with somewhat higher increases (2.6 °C) 

over June, July and August, and lower values (1.9 °C) for December, January, and February. Analysis 

of rainfall data reveals various trends: for example, from 1996 to 2003, there has been an observed 

decline in rainfall of 50-150 mm per season (March to May) and a corresponding decline in yields of 

long-cycle crops (e.g., slowly maturing varieties of sorghum and maize) across most of eastern Africa. 

                                                      
108

 Map of the programme area is presented in main text of PDR. 
109

 See Table 1, main text of PDR and Appendix 2 sections on targeting. 
110

 Bagamoyo Council District Development Plan 2011/12-2015/2016, Ministry Of Regional Administration and Local 

Government. 
111

 Socio-economic profile of villages surrounding Bagamoyo Eco-Energy Project Site, August, 2014 Space & Development 

Co. Ltd. 
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 The groups that are most vulnerable to the impact of climate change are women, children and 6.

the disabled. Women and girls are the ones that are involved in fetching water, thus water scarcity 

associated with drying up of water sources poses more stress to these groups, especially during the 

dry season. Moreover, women form the majority of rural dwellers who are depending on subsistence 

rainfed agriculture as their major source of livelihood. With less rain, fewer crops will be produced, 

thus negatively affecting household food security112. The programme’s will address the distance 

women now need to walk to collect water through the promotion of village level water points, 

household grants for rainwater harvesting from roofs, and well as village water infrastructure 

development.  

 Rainfall patterns in Bagamoyo district are characterized by bimodal rainfall. Although there 7.

is some inter-annual variation in the onset of rainfall, dry periods typically occur during July-October. 

The basin receives bimodal rains, with short rains (Vuli) occurring during November-December while 

the long rains (Masika) in March-June.   Historical records from the Bagamoyo Salt works Station 

show a decreasing trend for mean annual rainfall between 1949 and the present day, and also show 

high variability between annual rainfall cycles (see Appendix 2. Attachment 8).  

 Temperatures. Average monthly minimum and maximum temperatures are almost the same 8.

throughout the basin. The coldest and hottest months are August and February, with long term mean 

temperatures of 18 and 32ºC respectively. The annual average temperature is approximately 26ºC. 

Evaporation is estimated at 2500 mm/yr., a value that exceeds the average annual rainfall in the semi-

arid region of Dodoma. However, in Morogoro and the coastal regions, evaporation is estimated to be 

1800 mm/yr., with relative humidity of 50% and 62%, respectively (WRBWO 2007). A value that 

exceeds the average annual rainfall observed at the Salt works.  

 Soils, vegetation and topography.  The Bagamoyo District Profile (2006)
113

 classified land 9.

cover and the vegetation into two ecological zones. The coastal strip is characterized by savannah 

and bush; in contrast to the East North and Western up country which is covered with natural dense 

forest. The coastal strip usually receives relatively more precipitation than the upcountry part 

(Bagamoyo District, 2006). The general district topography is characterized by gentle undulating 

plains covered by a mosaic of coastal forest, coastal bushland, thicket, grassland, degraded 

Brachystegia spp (Miombo) woodland, fallow and cultivated areas. Of these, the remaining patches of 

coastal forest contain most of the rare and endemic plant species found in the district. The closest 

relatively intact coastal forest fragment is the Zaraninge Forest in Saadani National Park that shares 

boundaries with the proposed sugar production areas. The programme's strategy takes cognisance of 

these biodiversity issues, with its emphasis on village use management plans that will include areas 

that require protection by villagers. 

 The land’s resources are very considerable, and in many areas in good condition, with little 10.

change in vegetation. This constitutes a very important foundation to underpin development in the 

area. Many of the villages have active Environmental Committees that are conserving many of the 

undisturbed wooded hilltops. In addition there is evidence of fallowed fields – but as yet unclear if this 

is part of a fertility management strategy or due to shortages in farm power for crop production. 

 Addressing these issues and emerging opportunities are key targets outlined in the district 11.

development plans and will be addressed through investments of the programme in the wider 

community. 

II. Potential programme social, environmental, and climate change impacts and risks 
  

 Resource conflicts between pastoralists and crop farmers. Communities directly benefitting 12.

from the programme practice various livelihoods, depending on the topography, access to the paved 

road and the river, and their ethnic origins. However, there are cross-cutting issues that impact them 

                                                      
112

The 
Role

 of Women in Adapting to Climate Change in Tanzania, Tanzania 2009. 

http://www.gendercc.net/fileadmin/inhalte/Dokumente/news/Tanzania.pdf.  See also National Climate Change Strategy, 2013. 
113

 Bagamoyo District. (2006). The Bagamoyo District Profile. Bagamoyo District, Tanzania. 

http://www.gendercc.net/fileadmin/inhalte/Dokumente/news/Tanzania.pdf
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all: for example livestock movement along traditional stock routes, and land and water access, 

especially in the light of the outgrower programe that will take place along the Wami. Pastoralists from 

outside Bagamoyo district are often found in the district in search of water and grazing land, a 

challenge highlighted in the Bagamoyo Development Plan. This causes conflicts over land and water, 

exacerbated by the fact that the livestock often trespass into cropland. It was reported that the District 

has been involved in trying to resolve major conflicts between livestock and crop farmers in about 17 

villages of 91 villages since 2009. Conflict between pastoralist and farmers can disrupt economic 

growth as well as pose a threat to peace and security. Land-use planning that does not adequately 

provide for pastoralists can jeopardize harmony. Pastoralists, furthermore, have an important role to 

play in bringing economic returns from land that is otherwise unused. And there is often a symbiotic 

relationship where pastoralists look after farmers’ livestock in return for grazing and water supply (as 

well as a share of the selling price). 

 Boundary disputes. Disputes around boundary delimitation have also increased in order to 13.

access the Wami and be part of the sugarcane outgrower programme. For instance, Kiwangwa has 

split into three villages (Kiwangwa, Mwavi and Bago), with all three wanting access to the Wami. This 

dispute is in the process of being resolved.  More serious is however the boundary dispute between 

the Gama/Kitame and Matipwili villages and Saadani National Park (SNP), which dates back to 2005 

before the granting of the ‘land for equity’ lease to EcoEnergy and the proposal for an outgrower 

programme. The SNP boundary dispute with EcoEnergy and land conflict with the villages would have 

a key bearing on the viability of both the nucleus estate and the outgrower farms, since the land in 

question contains approximately 3,000 ha of the best soils for growing sugarcane. EcoEnergy 

considers the resolution of the dispute with SNP a condition for reaching financial close with GOT. In 

April 24, 2015, the MAFC informed IFAD, AfDB and EcoEnergy that the boundary issued had been 

resolved (EA 10/10/01). However, IFAD has established as a condition precedent to withdrawal of 

loan funds that the GOT publish the amended government notice ("GN"), which updates the 

boundaries of the SNP, as indicated in MAFC's letter.  

 Land speculation. In the past two years it appears that a portion of what was considered un-14.

allocated village land has been transferred, possibly illegally to outsiders. This includes both land 

being considered for outgrower production and also large areas used for grazing. The District 

Executive Director and District Lands Office, with the support of the Ministry of Lands is currently 

undertaking an audit of these land sales. Subject to their findings the sales may be reversed and 

ownership may revert to the original owners, which may include land reverting to the village as 

unallocated village land.   

 Village land use management plans and land registration. The strategy of the programme 15.

is to strengthen district institutions and structures that work to resolve these conflicts. The programme 

will also provide incremental financial support covers land registration, which will lead to land 

certification in all 27 villages. This will confer security, and enable villagers to focus on production and 

resilience issues. However, these land ownership disputes in the outgrower villages need to be 

resolved before the programme can begin implementation. Addressing these issues and emerging 

opportunities are key objectives outlined in the District Development Plan and will be addressed in 

part through BASIC investments in the wider community
114

. The programme strategically supports 

village land-use planning, which will include community engagement in participatory forest 

management (especially in the ‘outer circle’ villages) through existing Environmental Committees. 

Furthermore, the development of climate-smart households, includes promotion of improved 

agricultural practices through “climate-smart agriculture
115

 which includes agroforestry. Ensuring the 

implementation is essential: it may be that these plans are not respected leading to conflict, or 

resource degradation – or sugarcane planted outside the zone for which it was planned. BASIC will 

                                                      
114

 See Component 2 in Appendix 4 for full details. 
115 

Climate-smart agriculture is defined as production systems that sustainably increase productivity, resilience (adaptation), 

reduce/remove GHGs (mitigation), and enhances achievement of national food security and development goals. 
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ensure that adequate capacity is developed at District and Village level as well as for independent 

monitoring to ensure that village land use and land registration plans are implemented. 

 Biodiversity loss. Currently the biodiversity status of the natural forest and grasslands in both 16.

the inner and the outer circle appears good, despite evidence of slash and burn as people return to 

their traditional cropping areas. Maintaining the current biodiversity status will be difficult in the face of 

increasing demand for charcoal and fuel wood (associated with people moving into the area). In this 

case, the risk is over-exploitation of indigenous trees to make charcoal, at rates that do not match 

their natural regeneration. During the development of outgrower farms biodiversity hotpots will be 

identified and protected as appropriate, with special consideration given to the ox-box lakes. 

 Natural resource depletion. BASIC envisages a boost to agricultural production in both the 17.

inner and ‘outer circle’ using climate-smart technologies and practices. It is critical that the programme 

ensure the purchase of machines and equipment for conservation agriculture, to avoid the risk that 

intensification accelerates erosion and the depletion of the land’s resources. If suitable technologies 

are not used, then there is the risk of inadequate conservation and declining soil fertility. With regard 

to outgrower areas, there is also the risk of increased riverbank erosion – if the riverine tree planting 

plan is not put into practice as proposed.
116

 

 Human-wildlife conflict. There have been several incidences of elephants and other wildlife 18.

raiding farms in villages adjacent to the SNP. Discussions with the wildlife officials of the Ministry of 

Environment and Natural Resources pointed out that there will be challenges to preventing wildlife 

from raiding neighbouring farms, especially sugarcane areas adjacent to the park. However, this has 

been successfully done elsewhere, for example at Mount Kenya in Kenya. In the event that crops are 

damaged, livestock is killed, villagers are injured or killed, TANAPA is required to pay compensation or 

consolation, as the case may be.   

  Floods/droughts. Floods are both a threat and an opportunity for farmers, as excess water 19.

can destroy crops but at the same time deposit nutrient-rich silt in the area. In recent years the 

droughts of 1993, 1996, 1998, 2000-2004, 2008, 2009, 2012 and 2013 have had a severe impact on 

agriculture, energy and business sectors, with alarming environmental and ecological effects. 

Particularly in the semi-arid areas, agriculture was crippled and livestock and wildlife perished due to 

starvation and lack of water. Livestock moves closer to coastal areas during droughts, where water 

use conflicts can occur. Recent major floods have occurred in 1997, 2006 and 2014 causing physical 

damage to infrastructure. Climate change will increase the intensity and frequency of these extreme 

events, creating even deeper impacts and reducing the time available for recovery. 

 To counter this risk, the BASIC programme proposes flood protection measures including the 20.

construction of 30 km-long dikes along the Wami river. These are to be combined with river bank 

afforestation, which is consistent with proposals in the district development plans from both 

Bagamoyo and WRWBO in terms of riverine protection. JICA (2013) proposed, in its long-term plan 

(2026-2035), to install a telemetric measurement system for flood forecasting, although this may pose 

a challenge given the complexity of the basin. Regulating reservoir dams along the Wami river are 

proposed to manage water resources, reducing the risks of floods and droughts.  

 Detailed design for the outgrower programme, including bulk infrastructure and on-farm 21.

development will be prepared once the programme is approved by IFAD and AfDB Boards. This 

means that while an estimate of the number of people affected can be made, the actual number may 

be less or more. In some areas, sacred forests that constitute cultural, traditional, religious, historical 

or even personal importance may lie within the alignment of the infrastructure. Thus, a compensation 

framework will be developed during implementation, in line with national policies.   

 Although a number of river basin studies (JICA, USAID) of the Wami-Ruvu river basic have 22.

been carried, there is a need to up-date this work particularly with regard to the river at Matapwili to 

determine scouring, flood levels, etc. Attention should also be given to determining environmental 
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flows especially for the section of the river downstream of Matipwili which supports the prawn fisheries 

in the Wami estuary as well as the National Park. BASIC will work on these issues with the WRBWO, 

and support institutional strengthening for the organisation to undertake better water resource 

management and risk reduction planning exercises. 

 Competition for irrigation water. The demand for irrigation water to grow sugarcane, both by 23.

the nucleus estate and outgrowers is high. However, there will certainly be other withdrawals by 

farmers entering the commercial sector, for other crops, including vegetable, upstream. Unregulated 

withdrawals could lead to competition and potential shortages. These shortages would not only 

threaten directly productive uses of river water, but also environmental flows, necessary for supporting 

estuarine biodiversity and other ecological functions at the coast. 

 While investments in the sugar sector will create development opportunities for the surrounding 24.

villages, they could also pose a series of other social and environmental challenges in terms of 

access to water, sanitation, maintaining water quality and social services such as schooling, health 

care and waste disposal. Other social impacts could include increased HIV/Aids infection rates and 

household tensions due to increased income. Moreover, the population groups that are most 

vulnerable to the impacts of climate change are women, children and the disabled. Women and girls 

are responsible for fetching water; thus water scarcity associated with drying up of sources poses a 

greater direct threat to women and children than to men. Women form the majority of rural dwellers 

dependent on subsistence rainfed agriculture as their major source of livelihood. With less rain, fewer 

crops will be produced, thus negatively affecting their household food security.   

 A summary of the environment impacts, both positive and negative of the proposed AfDB and 25.

IFAD programme investments is presented in Attachment 1, which also identifies the key measures 

required to mitigate the negative impacts. Similarly, Attachment 2 summarizes the institutional 

capacity building investments contemplated to reduce potential social risks. 

III. Environmental and social category  

 

 AfDB has classified the outgrower programme as Category 1 which is in line with IFAD's 26.

requirements for Category 'A' projects in its Social, Environmental and Climate Assessment 

Procedures (SECAP). BASIC involves external and internal risks of varying degrees, as a result of the 

interlinkages between investments by EcoEnergy and AfDB. The potential significant adverse 

environmental and social impacts of the programme are related to: (i) development in ecologically 

sensitive areas; (ii) potential loss of natural habitats and biodiversity; (iii) wetland development 

including ox-bow lakes; (iv) potential loss of physical cultural resources; and (v) probability of physical 

resettlement.  IFAD intervention focusses on supporting smallholders to better utilize their primary 

assets to leverage climate-smart technologies, markets, and capital from the private investor and the 

financing sector, without putting their assets at risk and building their climate resilience. Emphasis on 

participatory land-use planning and improved land governance, external monitoring, and multi-

stakeholder dialogue and learning will also ensure that local communities can prosper from their 

natural resource base while managing risks and maximizing benefits. 

 EcoEnergy carried out a full Environmental and social impact assessment (ESIA) in 2012, 27.

prepared a draft Environmental Social Management Plan and has produced the associated 

Resettlement Action Plan (RAP) for the EcoEnergy nucleus estate, which are an integral part to 

programme design. 

  

IV. Climate risk category - High 

 Major floods have occurred in the Bagamoyo area in three out of the last 22 years, and drought 28.

has occurred in nine out of the last 22 years. The impacts of climate change in the district in the 

coming decades are difficult to predict but these are likely to cause an increase in the intensity and 

frequency of extreme events, creating even deeper impacts and reducing the time available for 

recovery. Villagers describe both flood and drought events as having a dramatic impact on their 
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livelihoods. Floods damage local infrastructure, particularly along the main inundation and water flow 

routes, as well as homes and vegetation, and harm livestock. Drought cripples agriculture and 

livestock and wildlife perish due lack of food and water. Without predictable precipitation patterns, 

planning for rainfed crops using existing technology is uncertain with food security put at risk. A 

climate risk screening note has been completed for the programme. 

V. Further information required to complete screening, if any  

 The safeguard requirements of AfDB, IFAD and GOT have required that an Environmental, 29.

Social and Management Framework (ESMF) and Resettlement Action Framework (RAF) be 

undertaken for the infrastructural activities (construction of dam, dykes and roads) associated with the 

outgrower programme. The ESMF and RAF for BASIC have been prepared and recommended key 

issues, namely, support to training, capacity building and monitoring mechanisms. It also 

recommended that: (i) specific site ESIAs be prepared for the dam, dykes and associated 

development of ox-bow lakes; (ii) a RAP be prepared; (iii) updated assessment of hydrology and 

hydraulics of the Wami river flows be conducted; (iv) proof of land ownership be established; and (iv) 

resolution of the boundary dispute between SNP and Razaba EcoEnergy (which includes 

Gama/Kitame outgrower scheme) be formalized through issuance of the corresponding GN. The 

ESMF will be updated to an ESIA once the programme has financed the necessary detailed design 

studies, and then submitted to NEMC in line with national regulations.  

 The proposed bulk infrastructural development, on-farm development and some of the village 30.

investments may lead to: (i) potential relocation or loss of shelter; (ii) potential loss of assets or access 

to assets; and (iii) potential loss of income sources or means of livelihood, whether or not the affected 

people must move to another location.  Although BASIC will strive to minimize resettlement needs, 

they may not be entirely excluded or ruled out. The RAF for the outgrower development has been 

undertaken by AfDB with cost sharing by IFAD and will be finalized once the preliminary infrastructure 

designs, certainty of the final footprint of the construction work, socio-economic surveys, and surveys 

of the existing land ownership become available during programme implementation.  

 During the RAF process, the principles of free, prior and informed consent and do-no-harm will 31.

be followed and agreement reached with existing owners/users of the land used for the water storage 

facility, main canals and for rights of way and servitudes for the pipes. The GOT will establish a fair 

and accessible grievance redress mechanism (with representation from the local communities and 

from the Village and Ward) at the project level, to receive complaints and facilitate timely response in 

a transparent manner.  AfDB and IFAD safeguard procedures require that the ESMF/ESIA reports and 

RAF/RAP be publicly disclosed in a timely manner, accessible place, and in a form and language 

understandable to the affected people and other stakeholders. 

VI. Project design and implementation  

 The programme will support the outgrower portion of the BASIC 4 Ps investment for green 32.

sugar cane development in Bagamoyo district, and aims to leverage the tremendous increase in 

demand and wealth activities to benefit communities in the wider surrounding area (see Appendix 2).  

The introduction of a “green growth approach” from the start will aim to address some of the 

consequences that can emanate from uncoordinated growth and future changes in climate. The 

outgrower programme will enable households/families of three to five villages north of the nucleus 

estate who are now subsistence farmers to become commercial irrigated farmers growing both sugar 

cane and food crops. In addition, the programme will enable the adoption of improved climate smart 

agricultural practices and management of the lower catchment as well as non-agriculture livelihood 

opportunities in the surrounding villages of the district not directly participating in the outgrower 

programme. The strategy underpinning the programme will be to promote a private sector driven 

approach for all economic activities, while facilitating local government to play an enabling role in 

creating vibrant rural economy able to respond to green growth opportunities. The IFAD programme 

has two parts: “core activities” focused on developing sugarcane outgrower companies, and a 

“wider community activities” aimed at promoting a green growth pathway in the outgrower villages, 

surrounding villages, and possibly Bagamoyo town.  
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VII. Monitoring and evaluation 

 A series of participatory baseline surveys (see Programme Life File) have been undertaken with 33.

both outgrower and non-outgrower villages during the design phase to gain a qualitative 

understanding of the environmental and socioeconomic situation prior to the start of the project. 

These findings will be complemented through the projects formal M&E systems that will make use of 

MPAT and a comprehensive multi-disciplinary baseline survey by the Stockholm Environment Institute 

(SEI) that incorporates environmental baseline data and will assess the success of the programme in 

making villages climate resilient, along with social data and information for assessing GHGs 

emissions.  SEI will undertake a comprehensive baseline study for the whole sugar investment (i.e. 

nucleus estate, mill and outgrower programme) as well as the investments in the wider community.  

SEI is to be provided with a grant from IFAD for long-term external monitoring once the initial baseline 

have been completed.  

 The programme will also support multi-stakeholder dialogue and external monitoring by a 34.

network of non-state actors in agriculture (ANSAF) with involvement of district and other national and 

local nongovernmental partners interested in improving understanding, monitoring and analysis of 

challenges, opportunities and requirements associated with large-scale land-based investments and 

4Ps in Tanzania. With these initiatives, BASIC will be instrumental to strengthen civil society 

engagement in multi-stakeholder dialogue and independent monitoring of ‘land for equity’ and 

associated community-based agricultural investments in Tanzania. With the support for a country 

grant, these activities are expected to generate incentives for the programme to align itself with the 

international code of conduct for “responsible investments” that respect rights, livelihoods and 

resources by developing and piloting a monitoring framework that would build the capacity of key 

stakeholders to evaluate such large-scale investments. The challenge for the PCMU will be 

integrating the work of these two IFAD grants with its own M&E work. The completed ESIA and RAP 

will provide mechanisms for periodic monitoring of environmental and resettlement issues at the levels 

of participating villages and communities, commensurate with both the likely impacts and the 

capacities involved. Project start-up will be used as a platform to establish a timetable for periodic 

monitoring of ESIA/RAP effectiveness by GOT, AfDB and IFAD. 

VIII. Next steps 

 The information currently available needs to be completed during programme implementation, 35.

so that location of the infrastructure is identified, including detailed designs, land ownership status and 

updated hydrological and hydraulic assessment of the Wami river flows. Better data on the 

environmental flow to base decisions on what would be the impact of programme activities on water, 

ecosystems and livelihoods is needed. The iWASH 2014 study mentions this has already been 

compromised upstream due to unregulated abstraction of water. In regard to the RAP, since the exact 

alignments or layouts of infrastructure are not yet known, valuation of property or land cann only be 

done during programme implementation. Hence, as indicated, the ESMP and RAF for the 

infrastructural activities (construction of dam, dykes and roads) associated with the outgrower 

programme were prepared on the basis of available information and will be upgraded to ESIA/RAP 

once the above missing data, infrastructure alignments and layouts become available during 

programme implementation.  

 The draft ESMP and RAF have been disclosed on IFAD and AfDB websites in June/July 2015. 36.

GOT will submit to IFAD the following endorsed documents to disclose on the IFAD SECAP website 

(http://www.ifad.org/climate/SECAP/index.htm): (i) the final ESMF and RAF; (ii) the final ESIA or any 

new ones prepared (i.e. dam and dyke development); and (iii) the final RAP upon completion. To meet 

IFAD requirements, the above-mentioned documents will be disclosed in a timely manner, accessible 

place, and in a form and language understandable to the affected people and other stakeholders.   

IX. Record of consultations with beneficiaries, civil society, general public, etc.  

 In January/February 2014, consultations were held with key stakeholders in Dar es Salaam, 37.

followed by key meetings in Bagamoyo with the regional, district, ward and village authorities, and 
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focus groups representing women, elders, youth, farmers, and fishermen.  Tools were developed to 

guide discussions held with village governments and with focus groups. Informal and formal 

interviews were held with outgrower communities. In order to develop a social profile of the outgrower 

communities, a household survey was conducted on a sample of members from the outgrower 

communities. Data from the household survey was inputted into the SPSS programme to assist with 

the analysis of socio-economic data. Refer to the ESMP and RAF for a record of all the consultations.  
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Attachment 1: Measures for mitigating negative impacts 

 

Programme 
interventions 

Environmental Impact Measures included to mitigate 
negative impacts in programme 

design Positive impact Negative impact 

1. Sugar haulage 

roads and on-

farm access 

tracks 

 Reduced erosion 

caused by improper 

drainage and lack of 

access diversions as 

road designs will be 

enhanced to manage 

larger storm water 

flows. 

 Innovative use of 

culverts under 

floodway’s significantly 

reduces construction 

costs compared to 

bridges, allowing more 

culverts to be installed 

to prevent small 

perennial or storm 

streams damaging the 

community roads and 

stopping traffic flows. 

 Increased access to 

markets and income 

from production 

 Soil displacement 

during construction 

or rehabilitation 

 Inappropriate 

management and 

disposal of 

construction material 

off-cuts and debris.  

 Protect slopes and vegetation 

along road alignment. 

 Upgrade road designs to take 

climate extremes into consideration 

(e.g. severe rainfall), for drainage 

systems. 

 Ensure road design specifications 

and contract documents specify 

necessary preventative and 

remedial actions to minimise long 

term exposure of exposed, 

unstabilised soil during 

construction. 

 Provide technical support to the 

Ministry of Works to upgrade 

construction standards in light of 

climate change 

 Backfill and conservation of gravel 

borrow pits after the works 

completion. 

 Incorporate agreed maintenance 

and operating processes into 

community and local government 

agreements for programme road 

and market activities. 

2. Farmland 

clearing and land 

preparation 

 Reduced soil erosion 

and improved water 

use efficiency;  

 Stabilisation of existing 

terraced lands  

 Reduced clearing 

(opening) of timbered 

areas. 

 Soils erosion during 

implementation; 

 Decrease in 

vegetative cover, 

particularly close to 

perennial and 

seasonal water 

courses 

 

 Avoid implementation in rainy 

season; 

 Limit tree cutting and maintain anti-

erosive structures 

 Promote climate-smart 

conservation farming using low-till 

or no-till practices to retain crop 

residues on the surface to slow 

rainfall infiltration and over surface 

flows. 

 Encourage farmers not to cultivate 

natural drainage lines so vegetation 

is retained to slow water flows and 

prevent erosion. 

 Encourage contour planting or use 

of systematic planting holes (‘zia’) 

to retain more water for plant 

production and reduce overland 

water flows after heavy rain or 

storms  

 Production systems will be partly 

intensified allowing increased 

productivity and higher net incomes 

from the same areas being farmed, 

reducing the area of land that is 
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Programme 
interventions 

Environmental Impact Measures included to mitigate 
negative impacts in programme 

design Positive impact Negative impact 

cleared. 

3. Small-scale 

water harvesting 

pilots at 

household levels 

 Increased household 

resilience to climate 

change impact and 

variations 

 Improved capacity in 

coping with drought 

and rainfall variability 

 Improved food security 

and income when 

conserved water is 

used for house gardens 

 Minor soil 

displacement for 

construction 

 

 Conduct technical feasibility 

assessment prior to 

implementation; 

 

4. Crop 

cultivation, tree 

plantation 

 Increased coverage of 

vegetation by perennial 

crops and trees; 

 

 Potential 

unsustainable use of 

chemical fertilisers 

for crop production 

and polluting 

downstream water 

bodies 

 Training of beneficiaries on 

environmental-friendly production 

practices; 

 Promotion of organic farming 

(where labour is available and upon 

request from farmer groups, 

integrated pest management (IPM), 

conservation agriculture, agro-

forestry 

 Use of bio-fertilisers and pesticides 
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Attachment 2: Institutional capacity building benefits 

Activity and benefits Reason Household  typology 

Training and empowering Environmental 

Committee 

ECs are the obvious hub of ‘climate-smart villages’ and are clearly 

in the position to promote climate resilient knowledge and 

practices 

HH1, HH2, HH3, HH4, 

HH5
117

 

Alternative Energy To avoid unsustainable charcoal production, which is expected to 

increase 

HH1, HH2, HH3, HH4, 

HH5 

Community Environmental Awareness 

Activities 

To enable the creation of a climate smart community. The 

communities need to be more aware of environmental and climate 

change issues 

HH1, HH2, HH3, HH4, 

HH5 

Sustainable charcoal production Demand for charcoal is certain to increase HH1, HH2, HH3, HH4, 

HH5 

Sustainable Climate Resilient Cropping 

Systems 

To face the impacts of climate change. No training on CC has 

been done so far 

HH1, HH2, HH3, HH4, 

HH5 

Climate-smart agriculture and 

environmental management guidelines 

The current land use planning guidelines have a section on 

technologies, but this is basic and weak 

HH1, HH2, HH3, HH4, 

HH5 

Establishment of tree nurseries There are no tree nurseries in the BASIC area. The demand for 

trees is certain to rise enormously 

HH1, HH2, HH3, HH4, 

HH5 

Update of Land Use Plans and 

development plans 

They are outdated and don’t consider climate change nor have an 

ecological framework 

HH1, HH2, HH3, HH4, 

HH5 

Climate-smart agriculture and 

environmental management guidelines 

The current land use planning guidelines have a section on 

technologies, but this is basic and weak 

HH1, HH2, HH3, HH4, 

HH5 

Introducing and promoting appropriate 

mechanization 

HH4 and 5: The area is lacking proper mechanization ; HH1: risk 

of resources exploitation 

HH1, HH2, HH3, HH4, 

HH5 

Training of Farmers and Specialized 

Committee Members 

Farmers and committees member have not received any training 

yet 

HH1, HH2, HH3, HH4, 

HH5 

Sustainable Climate Resilient Livestock 

Systems Zero-Grazing 

To protect livestock from extreme weather events and increase 

productivity 

HH2, HH3, HH4, HH5 

Rainwater Harvesting To increase crop production HH2, HH3, HH5 

Riverine Afforestation To avoid river bank erosion HH1, HH2, HH4 

Participatory Forest Management Natural forests need to be managed sustainably HH4, HH5 

Beekeeping To protect the forest and have an income HH4, HH5 

Woodlots Woodlots as potential livelihood supplement HH4, HH5 

Dam afforestation Dam protection HH5 

Participatory dam/ reservoir management Improvement of dam used for sustainable fishing and irrigation HH5 

Establishment and empowerment of 

Farmer Companies 

Currently there are commodity focused production groups in 

Bagamoyo district 

HH1, HH2, HH3, HH4, 

HH5 

  

                                                      
117

 HH1: Outgrowers hholds in outgrowers villages; HH2: Non-outgrowers hholds in outgrowers villages; HH3: Hholds 

living within 20 km radius in a non-outgrower village; HH4: Hholds living between 20 and 40 km radius with access to 

the river; HH5: Hholds living between 20 and 40 km radius with no access to the river. 
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Attachment 3: Guiding questions for climate risk screening 

Question Yes No Additional Explanation of 'Yes' response 

Is the target group of the project 

dependent on climate-sensitive natural 

resources (such as drought-prone crops, 

rainwater-fed agricultural plots, migratory 

fishstocks)? 

Yes  
Appendix 2 (Attachment 8) and the RRA provide full 

details of the current rainfed cropping systems and the 

challenges households face.  Current systems are 

predominately subsistence oriented with limited 

access to improved crop varieties or management 

practices. 

Has the project area been subject to 

extreme weather events in the past, such 

as flooding, drought, tropical storms, or 

heat waves?  

Yes 
 

Appendix 2 (Attachment 8) provides the dates for 

extreme flood events and droughts and that are 

recurrent feature in Bagamoyo district.  To ensure that 

the 4Ps investments in sugar cane are made more 

climate resilient, flood protection dykes and drainage 

systems among other infrastructure, will be developed 

to ensure irrigation schedules can be maintained. 

Could changes in temperature, rainfall, or 

extreme weather affect the project impact, 

sustainability or cost over its lifetime?  

Yes 
 

Land use changes further up the catchment of the 

Wami have major impacts on runoff and river flows. 

There is a need to explore complementary 

investments for improved catchment management in 

the district bordering Bagamoyo. 

Will climate variability likely affect 

agricultural productivity within the project 

(crops/ livestock/fisheries) or incidence of 

pests and diseases?  

Yes 
 

For sugar cane yes, as the district rainfall is already 

marginal for rainfed production. In the rainfed 

systems, adaptation measures will include the 

introduction of adapted varieties and improved 

production practices 

Would weather-related risks or climatic 

extremes adversely impact upon key 

stages of identified value chains in the 

project (from production to markets)? 

Yes 
 

Localized runoff from the wider catchment, if not 

managed might damage infrastructure developed in 

the outgrower villages 
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Does the project have potential to 

integrate climate resilience measures 

without extensive additional costs (such 

as applying improved building codes; 

expanding capacity building programmes; 

or including climate risk issues in policy 

processes)  

Yes 
 

The investments required are an integral part of the 

cofinancing being provided by AfDB 

Would the project benefit from a more 

detailed climate risk and vulnerability 

analysis to identify the most vulnerable 

rural population, improve targeting and 

identify additional complementary 

investment actions to manage climate 

risks? 

 
No A series of rapid rural appraisals have been 

undertaken across a sub set of villages that will be 

targeted by BASIC investments.  The activities 

planned reflect the general lack of development in the 

district and will target all 27 communities in a phased 

manner.  Baseline surveys using MPAT will further 

identify which if any villages are most vulnerable and 

require more intensive support. 

 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 12: Compliance with IFAD policies 

 

 252 

Attachment 4: Summary of relevant legislation 

 ESIAs: ESIAs in Tanzania are governed by the Environmental Impact Assessment and Audit 1.

Regulations No. 349 of 2005 which were made pursuant to the Environmental Management Act No. 

20 of 2004. The Regulations provide the basis for undertaking ESIA and environmental audits for 

various types of development projects with significant environmental impacts. Regulation 5 requires 

the applicant for an Environmental Impact Assessment Certificate to submit a project brief to the 

National Environment Management Council (NEMC). NEMC convenes a technical review following 

which clarifications and amendments may be requested. Subject to a review of the response NEMC 

may approve or reject the ESIA or request further revisions. the National Environment Management 

Council (NEMC) is required to notify and invite the general public to comment on the ESIA. The EMA 

provides for the Environmental Impact Statement (which includes a summary of the RAP) to be made 

available to the general public, relevant public agencies, environmental NGOs, community-based 

organizations and the local communities within the project area for their comments and suggestions. 

Based on comments received, NEMC may decide to appoint a panel to preside over a public hearing. 

AfDB and IFAD safeguards require that both the BASIC ESMP/ESIA and RAF/RAP be publicly 

disclosed on their respective websites with a view to elicit comments from the public with regard to the 

programme. 

 The Tanzania Environmental Management Act (EMA, 2004) provides for Environmental 2.

Impact Assessments (EIAs) for different types of development and projects, including roads. The Vice-

President’s Office is indirectly involved in issues of compensation and resettlement through the 

process of supervising; reviewing and approving Environment Impact Assessment (EIA) reports. 

Other National Laws and Regulations that govern the ESIA include: 

 Land Act, Act 4 of 1999; 

 Water Resources Management Act, Act 11 of 2009; 

 Water Supply and Sanitation Act, Act 12 of 2009; 

 National Irrigation Act, 2013 

 Irrigation Regulations, 2014 

 Urban Water Supply Act, Act 7 of 1981; 

 Water Act Amendments, Act 8 of 1997; 

 Water and Sewerage Authority Act, Act 12 of 2001 

 Water Utilization (Control and Regulations), Act 42 of 1974; 

 Water Utilization Act Amendments, Act 10 of 1981; 

 Forestry Act of 2002; 

 Plant Protection Act and Regulations of 1997 and 1998; 

 Companies Act, Act 12 of 2002; 

 Industrial and Consumer Chemicals (Management and Control) Act, Act 3 of 2003; 

 Public Health Act of 2009; 

 Occupational Health and Safety Act of 2003; 

 Transport Licensing Act, Act 1 of 1973; 

 Workmen’s Compensation Act (2008); 

 Pensions Act (1947 and amendments in 1978, 1981 and 2002) 

 Employment and Labour Relations Act, Act 6 of 2004; and 

 Labour Institutions Act, Act 6 of 2004. 
 

 African Development Bank’s Requirements. In addition to considering the national 3.

requirements, the project is being developed in line with AfDB’s environmental and social 

requirements, specifically the following: 

 African Development Bank Policy on the Environment (February 2004) 

 Environmental and Social Assessment Procedures for African Development Bank´s Private 
Sector Operations (June 2001) 
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 Handbook on Stakeholder Consultation and Participation in AfDB Operations (July 2009) 

 Involuntary Resettlement Policy (November 2003) 

 Information Note on the Checklist for Mainstreaming Gender and Climate Change in Projects 
(April 2010) 

 Bank Group Policy on Poverty Reduction (February 2004) 

 The Gender Policy (June 2001) 

 Policy for Integrated Water Resources Management (April 2000) 
 

 International Conventions and Treaties The Government of Tanzania is a signatory and has 4.

acceded to a number of international/ regional treaties as follows: 

 Convention on Biological Diversity ratified on 8 March, 1996; 

 Convention for the Protection, Management and Development of the Marine and Coastal 
Environment of the Eastern African Region and Related Protocols ratified on 1 March, 1996; 

 United Nations Convention to Combat Desertification ratified April, 1997; 

 United Nations Framework Convention on Climate Change ratified in April, 1996; 

 The Vienna Convention on the Protection of Ozone Layer and Montreal Protocol on 

 Substances that Deplete the Ozone Layer acceded on 7 April, 1993 and 16 April, 1993 
respectively; 

 Basel Convention on the Control of Transboundary Movements of Hazardous 

 Wastes and their Disposal acceded on 7 April, 1993, and, 

 Bamako Convention on Ban of the Import into Africa and the Control of Transboundary 
Movements of Hazardous Wastes within Africa, ratified on 30 January 1991. 
 

 Resettlement and compensation: There is no one direct law or legal provision on 5.

resettlement in Tanzania. It is generally guided by the 1977 Constitution, the 1967 Land Acquisition 

Act 1967, 1995 National Land Policy 1995, 1999 Land Act its Regulations and the 1999 Village Land 

Act and its Regulations. The Constitution states that that if a property is either acquired or 

nationalized, the affected individual must be fully, fairly and promptly compensated. The procedures 

for valuation are set out in the Land Act No.4 and Village Land Act No.5 of 1999. Compensation is to 

include the market value of the property less depreciation, a disturbance allowance, a transport 

allowance, loss of profits and loss of accommodation. Compensation usually entails a cash payment. 

The 2001 Land (Compensation Claims) Regulations, (deriving from Section 179 of the Land Act) 

states that compensation shall take the form of monetary compensation but Section 2 of the 

Regulations states that compensation may, at the option of the government, take the form of all or a 

combination of the following: a) a plot of land of comparable quality, extent and productive potential to 

the land lost; b) buildings of comparable quality extent and use comparable to the building or building 

lost; c) plants and seedlings; d) regular supplies of grain and other basic foodstuffs for a specified 

time. Section 12 of the Land Act states that the person entitled to compensation can be given a grant 

on public land of equal value “in lieu or in addition to any compensation payable.” The 1967 Land 

Acquisition Act gives power to the President to acquire land from private occupants for public purpose 

when it is in the public interest to do so. The Ministry of Lands, Housing and Human Settlements 

Developments Development is responsible for land use planning, surveying and demarcating 

land/parcel/farms, and the provision of land ownership and tenancy. 

 AfDB’s Involuntary Resettlement Policy, the World Bank’s Operational Policy 4.12 and the IFC’s 6.

2012 Performance Standard 5 generally provide guidance on how to treat people who have been 

displaced or suffered other losses as a result of various projects. Whereas there is synergy between 

Tanzanian Law and AfDB’s Involuntary Resettlement Policy, there are some key differences. AfDB’s 

Involuntary Resettlement Policy states that persons are eligible for compensation whether or not they 

have legal rights over the land but the GoT only recognizes those deemed to be legal residents or 

users of the land eligible for compensation for land.  

 With regards to compensation, AfDB states that it should be based on replacement value and 7.

where possible there should be a demonstrable improvement in people’s lives whereas Tanzanian law 

stipulates that compensation value should be assessed at the ‘open market rate’ with depreciation. 
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AfDB places emphasis on the improvement of PAPs’ lives following displacement and prefers ‘in-kind’ 

forms of compensation rather than in cash, including special assistance to vulnerable peoples and 

gender sensitivity. There are also specific guidelines with regards to the consultation process which 

should be participatory, culturally appropriate and ensure informed consent. Further sections of 

AfDB’s Involuntary Resettlement Policy relate to the host communities, support to relieve stress from 

public services and efforts to ensure benefits for the Host community to reduce conflict. AfDB also 

insists on continual monitoring and evaluation of the resettlement process.  
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Appendix 13: Draft Environmental and Social Management Plan 

Parameter Activity Performance 

Indicator 

Baseline data Responsibility 

for monitoring 

during design, 

construction  

Responsibility 

for monitoring 

during scheme 

operation  

Monitoring 

means  

 d) = design 

(c) = 

construction 

(o) = operation 

Recommende

d frequency of 

monitoring 

Estimated 

Monitoring Costs 

ENVIRONMENTAL MONITORING  

Water 

availability 

Monitor water levels in 

Wami River 

 

 

 

Gauge reading 

 

 

 

 

Zero reading on 

gauge (average 

flow) 

 

 

 

PCMU, 

Outgrowers 

Scheme 

management 

PCMU, 

Outgrowers 

Scheme 

management 

(c) (o) 

inspection, 

Monitoring 

records 

(c) (o) daily Included in O&M 

costs 

Monitor abstraction 

rates 

Volume of water 

abstracted l/s 

Permitted 

abstraction rate 

(from WRBWO) 

 

 PCMU, 

Outgrowers 

Scheme 

management 

(c) (o) 

inspection, 

Monitoring 

records 

(c) (o) daily Included in O&M 

costs 

Water quality 

in Wami River 

Monitor water quality 

at given sample sites 

downstream of 

abstraction points 

pH, salinity, EC, 

suspended solids, 

nitrates, phosphates, 

POPs, heavy metals 

concentrations in river 

water 

Results of sampling 

of these 

parameters at 

given sites as ESIA 

baseline 

 PCMU, 

Outgrowers 

Scheme 

management 

(d) baseline 

sampling 

(c) (o) test 

results 

(d) once to set 

baseline  

(c) 2 samples 

per year 

(dry/rainy 

season) 

(o) 2 samples 

per year 

(dry/rainy 

season) 

$10,000 per year 
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Parameter Activity Performance 

Indicator 

Baseline data Responsibility 

for monitoring 

during design, 

construction  

Responsibility 

for monitoring 

during scheme 

operation  

Monitoring 

means  

 d) = design 

(c) = 

construction 

(o) = operation 

Recommende

d frequency of 

monitoring 

Estimated 

Monitoring Costs 

Agrochemical 

releases into 

irrigation 

drains 

Monitor water quality 

at given sample sites 

along drainage 

network, at collection 

pond, and point of 

discharge to river 

pH, salinity, EC, 

suspended solids, 

nitrates, phosphates, 

POPs, heavy metals 

concentrations in river 

water 

Results of sampling 

of these 

parameters at 

given sites as ESIA 

baseline 

 PCMU, 

Outgrowers 

Scheme 

management 

(d) baseline 

sampling 

(c) (o) test 

results 

(d) once to set 

baseline  

(c) 2 samples 

per year 

(dry/rainy 

season) 

(o) 2 samples 

per year 

(dry/rainy 

season) 

As above 

Agrochemical 

concentration

s in fish 

populations 

Monitor levels of 

pollutants from 

agrochemicals in fish 

POPs, heavy metals 

concentrations in fish 

and shellfish in 

estuary 

Results of sampling 

of these 

parameters of fish 

and shellfish at 

given points as 

ESIA baseline 

 PCMU, 

Outgrowers 

Scheme 

management 

(d) baseline 

sampling 

(c) (o) test 

results 

(d) once to set 

baseline  

(c) 1 samples 

per year 

(o) 1 samples 

per year 

$5,000 per year 

Soil erosion Monitor erosion  

 

 

 

Amount of siltation in 

drains (access roads 

and irrigation canals) 

 

 

Zero siltation 

 

 

 

Contractor, Site 

Supervisor 

PCMU, 

Outgrowers 

Scheme 

management 

(c) (o) visual 

inspection, 

records 

      

(c) (o) monthly 

in dry season, 

weekly during 

rains 

Included in O&M 

costs 

Monitor efficiency of 

erosion control 

measures 

Amount of erosion in 

drains (access roads 

and irrigation canals) 

 

Zero erosion 

 

Contractor, Site 

Supervisor 

PCMU, 

Outgrowers 

Scheme 

management 

(c) (o) visual 

inspection, 

records 

      

(c) (o) monthly 

in dry season, 

weekly during 

rains 

Included in O&M 

costs 

Soil quality Monitor quality of soil 

for nutrient depletion 

and loss in structure 

Carbon content,  

Soil cohesiveness 

Results of sampling 

of these 

parameters as 

ESIA baseline 

PCMU Outgrowers 

Scheme 

management 

(d) baseline 

sampling 

(c) (o) test 

results 

(d) once to set 

baseline  

(c) 1 samples 

per year 

(o) 1 samples 

per year 

$5,000 per year 
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Parameter Activity Performance 

Indicator 

Baseline data Responsibility 

for monitoring 

during design, 

construction  

Responsibility 

for monitoring 

during scheme 

operation  

Monitoring 

means  

 d) = design 

(c) = 

construction 

(o) = operation 

Recommende

d frequency of 

monitoring 

Estimated 

Monitoring Costs 

Elephant 

migration 

Monitor elephant 

movements, frequency 

of migration and times 

of year 

Elephant sightings Last recorded 

sighting – date, 

location, number of 

elephants and 

direction of 

movement. 

Records at 

SANAPA and 

District Wildlife 

Office 

PCMU,  

SANAPA 

District Wildlife 

Officer 

PCMU, 

SANAPA 

District Wildlife 

Officer 

(d) baseline 

study 

 (o) 

Independent 

study 

(d)(c)(o) 

continuously 

for 5 years, 

extendable 

$100,000 

SOCIAL MONITORING 

Economic 

activity in 

project area 

Monitor changes in 

agricultural production 

and marketing 

 

 

 

Crop yields 

- % sold  
- % consumed at 

home 
 

 

Data from ESIA 

baseline study  

Records from 

District Agriculture 

Office 

n/a PCMU 

District Agriculture 

Office 

 

(d) baseline 

study 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

$50,000 for 

baseline 

$50,000 for follow 

up 

Farming methods 

- % farmers adopting 
new farming 
methods 

Data from ESIA 

baseline study. 

Records from 

District Agriculture 

Office 

n/a PCMU 

District Agriculture 

Office 

 

(d) baseline 

study 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

Food security 

- No. of times villages 
receiving food aid 

- Amount of food 
received as aid 

Records from 

VEO/WEO  

n/a PCMU 

VEO, WEO 

District Agriculture 

Office 

 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 
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Parameter Activity Performance 

Indicator 

Baseline data Responsibility 

for monitoring 

during design, 

construction  

Responsibility 

for monitoring 

during scheme 

operation  

Monitoring 

means  

 d) = design 

(c) = 

construction 

(o) = operation 

Recommende

d frequency of 

monitoring 

Estimated 

Monitoring Costs 

Monitor changes in 

trade and commercial 

activities 

 

- No. of people 
involved in trade 
and commerce 

- New industries and 
enterprises 
established 

Data from ESIA 

baseline study 

District Trade 

Officer 

n/a PCMU 

District Trade & 

Industry Officer/ 

District Planner 

(d) baseline 

study 

 (o) 

Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

Socio-

economic 

status 

Monitor changes in 

poverty levels 

- Monthly income 
earned 

- Monthly 
expenditure 

- Assets in 
households 

- Materials used for 
house structures 

Data from ESIA 

baseline study, 

National Household 

Survey 

n/a PCMU (d) baseline 

study 

 (o) 

Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

$50,000 for 

baseline 

$50,000 for follow 

up 

Monitor changes in 

health status 

 

- No. of people 
visiting health 
facilities 

- Morbidity rates 
- HIV/AIDS infection 

rates 

Data from ESIA 

baseline study, 

Records from 

district Health 

officer, District HIV 

Coordinator 

n/a PCMU 

District Health 

Officer 

District HIV 

Coordinator 

(d) baseline 

study 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

Monitor changes in 

education levels 

- Literacy levels 
- School enrolment 
- Dropout rates 

Data from ESIA 

baseline study, 

Records from 

district education 

officers 

n/a PCMU (d) baseline 

study 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 

Monitor changes in 

crime rates/prostitution 

- % increase in 
number of incidents 
reported  

Records at the 

police stations in 

the project area 

District Police 

Officer  

PCMU  

Police 

Village 

government 

(o) Independent 

studies 

(o) at start of 

scheme 

operation,  then 

once in 5 years 
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Parameter Activity Performance 

Indicator 

Baseline data Responsibility 

for monitoring 

during design, 

construction  

Responsibility 

for monitoring 

during scheme 

operation  

Monitoring 

means  

 d) = design 

(c) = 

construction 

(o) = operation 

Recommende

d frequency of 

monitoring 

Estimated 

Monitoring Costs 

Monitor changes in 

employment levels for 

both women and men 

- Number of men and 
women employed 
on outgrowers 
schemes 

Records from the 

EcoEnergy and the 

out growers 

companies 

n/a PCMU 

Outgrowers 

scheme 

management 

(o) employment 

contracts, 

records 

(o) quarterly 
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Appendix 14: Commercial finance for outgrowers and 
agribusinesses 

A. Tanzanian banking sector 

1. The financial sector environment in Tanzania is characterized by a comparatively small number 

of banks. Very few of these have a wider branch network and the financial deepening ratio is relatively 

low indicating a comparatively under-developed financial sector. The Bank of Tanzania (BoT), the 

central bank, has been facing comparatively high inflation rates of 7 to 9% over the past recent years. 

The aim of reducing inflation rates to just 5% at the end of 2014 may be achieved as recent indicators 

of inflation are favourable, reaching a multi-year low of 5.6% in December 2013. The good 2013 

harvest, moderate global commodity prices and resulting lower energy costs are chiefly responsible. 

While price pressures appear to be under control at present, the forthcoming election season may 

result in some loosening of monetary policy and price increases as a result. However, even reductions 

in the BoT policy rate are unlikely to be passed on in full by the commercial banks in the current retail 

banking environment. There are initiatives to deepen financial markets and to increase the availability 

of funds with a longer term nature. To this end, BoT is planning the issue of a sovereign bond worth 

up to US$1 bn in 2014.  

2. Table 1 lists a few key financial indicators and their development over a recent 24-month period. 

The table shows the generally high interest rate environment that is also reflected in fairly high deposit 

rates. These are positive in real terms indicating sound market orientation even against the 

background of comparatively high inflation rates as compared with those of other countries of the East 

African Community. With its export commodities and free floating exchange rate, the table also shows 

that the Tanzanian Shilling holds steady against the US Dollar, a major consideration for export 

commodities such as sugar and its price formation.  

Table 1. Key financial indicators 

 2011 
Q4 

2012 
Q1 

2012 
Q2 

2012 
Q3 

2012 
Q4 

2013 
Q1 

2013 
Q2 

2013 
Q3 

Consumer prices (% change, 
year on year) 

2000=100 

19.0 19.4 18.1 14.7 12.3 10.4 8.5 6.8 

Exchange rate TSh: US$ (av) 1,649.0 1,589.1 1,584.7 1,579.4 1,578.8 1,591.3 1,583.9 1,618.4 

Deposit rate (av; %) 7.83 8.73 8.84 10.03 10.45 10.09 9.62 9.91 

Lending rate (av; %) 14.37 14.98 15.20 15.77 15.89 15.71 15.84 15.67 

 

3. The sector is characterized by the absence of credit information and management institutions at 

meso level. There are none of these facilities either public or privately owned and managed operating 

at scale at present. Identifying delinquent borrowers with NPLs from other banks or other financial 

institutions such as the emerging microfinance institutions or Savings and Credit Cooperative 

Organizations (SACCOs) is therefore near impossible, even though the major retail oriented 

commercial banks attempt to collect borrower information through direct correspondence with 

competitor banks for new and unknown clients. The absence of a central borrower database 

compromises the ease of market entry of new and smaller agricultural clients, such as outgrowers 

moving into the formal financial sector. 

B. Relevant Banks and Other Financial Institutions 

4. Commercial banks have recognized the growth potential and income generating possibilities of 

export and processing oriented agricultural commodities, and there are promising precedents in 

particular from the Kilombero Sugar Factory. The two major banks  (CRDB and NMB) have been 

financing cane outgrowers in this location and are offering short and medium term financing to groups 

of small farmers. 
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5. CRDB is publicly owned. DANIDA has recently divested a remaining stake in the bank and the 

institution is now fully owned by Tanzanian institutional and individual investors. With its dense 

country wide branch network and its overall mix between retail orientation and financing of small and 

medium sized on and off farmer entrepreneurs, the bank is principally well placed for collaboration. 

The bank states that half of the overall lending for agriculture in Tanzania is processed through CRDB 

Bank. The total loan portfolio of CRDB Bank as of end March 2014 amounted to THs 2 trillion. Within 

the bank, larger loans (>Tsh 500 million, in future TSh 750 million) are financed through a special 

Agribusiness Unit in the corporate department. Smaller loans for agriculture are processed through 

the SME Department. The bank has the procedures in place to immediately finance large ticket sizes 

for a sugar factory as well as smaller loans for associated outgrowers. 

6. During a site visit in the Kilombero Sugar Factory operated by the Illovo plant, the CRDB was 

visited and its financial services to outgrowers were assessed.  This bank finances both the working 

capital requirements of small groups of outgrowers, and their investment needs specifically for the 

establishment of the sugar cane plot. CRDB operates a branch in Bagamoyo in anticipation of 

forthcoming business related to the expected construction of the sugar mill and the works on the port 

of Bagamoyo since November 2011. The branch has been operating with 12 staff since its opening; 

30 months after establishment, the branch reached break even in June 2014. 

7. NMB  the previous National Microfinance Bank, is majority locally owned. Similar to the BPR in 

Rwanda, the Dutch Rabo Bank has a share in NMB of 34 per cent. One third of the shares are listed 

and the final third is owned by the GoT. The total assets total more than 2 billion USD or 3 trillion TSh. 

They are mainly composed of total loans outstanding of about 2.4 trillion TSh. NMB operates through 

154 branches with at least one bank in each district of the country. In Kilombero, NMB has been 

operating with a branch since before the sugar mail was established. Loans to outgrowers are a major 

portfolio exposure in this branch, these loans finance mostly working capital to outgrowers. In 

Bagamoyo, the NMB branch has the first mover advantage and is the oldest bank branch in the 

vicinity. Branch opening pre-dated the consolidation of NMB out of the erstwhile National Bank of 

Commerce in 1997. 

8. There are other banks and development financial institutions that could be considered in 

providing financing for the programme. These are the Tanzania Investment Bank, the Tanzania 

Agricultural Development Bank and the Kenya Commercial Bank, the latter an example of a smaller 

specialized bank.  

9. The Tanzania Investment Bank (TIB) is a government-owned development bank. The bank is 

the first development finance institution established by the Government of Tanzania. TIB is a 

Registered Financial Institution and supervised by the Bank of Tanzania, the national banking 

regulator. The bank was established by Act of Parliament in 1970. At that time, the main objective of 

TIB was to provide "medium and long-term loans to investors in commercial agriculture, 

manufacturing, processing, construction, transport, tourism and mining sectors". However due to 

economic hardships, including a war with neighbouring Uganda and foreign currency exchange 

fluctuations within the Tanzanian economy, the bank became unable to service its financial 

obligations. To mitigate financial losses, TIB resorted to making short-term loans and to function like a 

commercial bank. The Tanzanian government, the sole shareholder in TIB, has re-capitalized the 

bank, re-vamped its strategic development plans and re-structured its management. The bank has six 

branches at the following locations: Dar es Salaam, Mwanza, Arusha, Dodoma, Mbeya, and Zanzibar. 

The nearest branch to Bagamoyo is therefore in the capital Dar es Salaam.  As of December 2010, 

TIB had a total asset base of only about USD 62 million (TZS 93 bn.). The government intends to 

raise that figure to USD 265 mn (TZS 400 bn), in the next few years.  

10. TIB has a significant portion of its portfolio in the Tanzanian agricultural sector. Through its 

“Agricultural Lending Window” the TIB has been lending for large scale agricultural projects. About 

TSh 46 bn are in circulation but the available lending funds are fully committed and any further lending 

out of this facility can be realized only through reflows out of the outstanding THs 46 bn. loan portfolio. 
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These loans were advanced at different levels of subsidization, generally for large scale investment 

projects.  

11. By the time outgrowers and agribusinesses are ready to borrow from the banking system 

(probably by 2018), the Tanzania Agricultural Development Bank (TADB) may be up and running. 

TIB will be handing over to TADB lending and funding from its Agricultural Lending window. TADB 

aims to enhance growth in the agriculture sector by offering loans and credit finance deals to farmers, 

many of whom do not have access to financial services. Specifically, the objectives of TADB are: 

 To catalyze credit delivery to the agricultural sector and thereby accelerate agricultural 
growth; 

 To lead, as an apex agricultural financing bank, in capacity building strategies and 
programmes to strengthen the agriculture financial value chain;  

 To be an important initiative in the implementation of the Government’s Second Generation 
Financial Sector Reforms (FSAP) and supporting agricultural development in the country;  

 To catalyze existing agro-financing activities through provision of short, medium and long-
term facilities through the following institutions: commercial banks, community banks, 
savings and credit cooperative societies (SACCOS) and microfinance institutions (MFIs) 
that are active in lending to the agricultural sector.  

12. These key objectives indicate a renewed emphasis of GOT to accelerating the growth of the 

agricultural sector, an apex function for TADB, possibly for SACCOs or production oriented 

cooperatives, and a focus of term financing facilities. Notably, the language does not constrain the 

banks to only lines of credit, but also to more modern financing techniques such as credit guarantees 

for agriculture and other modern value chain financing instruments. It is probable that the rural off 

farm sector, the many agro allied and small and micro enterprises will continue to look at existing 

financial institutions, SACCOs and MFIs to meet their financial services requirements.  

13. There are several other smaller banks that could be considered for participating in financing 

outgrowers and agribusinesses. These banks do not, however, have the balance sheet strength nor 

the branch presence or business volume that would make it possible to “go it alone” with them. 

Instead, these banks could be included or possibly lead a syndicated lending transaction that brings 

together the know-how of these banks together with the financial muscle and branch presence in situ 

of large domestic banks that are less specialized and experienced in modern value chain and agri-

processing types of lending programmes. One of these smaller banks with considerable experience in 

their home country in financing the agricultural sector in general and the sugar sector in particular is 

the Kenya Commercial Bank (KCB). 

14. The Kenya Commercial Bank was established in Tanzania only recently. Total lending of the 

Tanzania subsidiary is still small and the branch network constrained to the main urban centres. The 

KCB can quickly pool resources and make available liquidity from headquarters in Kenya, but locally 

mobilized resources would be less than what is required for the Bagamoyo 4Ps.  On the other hand, 

the experience of KCB in modern agricultural financing and in financing the sugar sector in Kenya is 

significant. For this reason, a syndicated loan could be considered for the larger and investment 

requirements of the outgrower groups to be formed. KCB management in Tanzania showed its 

interest in principle but awaits specifics of financing models and volumes projected for the Bagamoyo 

4Ps.  

In sum, the term structure of both loans and deposits in the Tanzanian financial sector is mainly short 
term, banks with sizeable branch presence are few and the depth of the financial sector not yet at a 
level that permits transparent information systems on borrowers and defaulters. The choice of banks 
able to transact annual lending of US$ 4-7 million for a total $20-30 million is limited.  The total branch 
lending of even larger rural branches is less than USD 5 million equivalent per year. 

C. Bank lending and the sugar sub-sector 
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15. Current financing of the agricultural sector is not commensurate with its employment and export 

potential and the banks met by the IFAD design mission are all keen to increase their market share in 

agriculture and are adjusting their lending policies and procedures to strengthen focus on this area. 

The capacity to lend in rural areas is constrained mainly by the limited branch presence of the major 

commercial banks.  

16. There are branches in all the major sugar cane producing sites in Tanzania. However, it is 

important to note that the financing function in most of these locations extends only to the corporate 

client segment providing liquidity support and financing to the factories. Only in Kilombero have the 

two major retail banks in Tanzania, the NMB and the CRDB Bank, developed their products and 

service to cater specifically to the sugarcane outgrower segment of the market. NMB in Kilombero is 

the older and more established branch. Their financing extends to short term loans for input financing 

only. CRDB Bank is the more recent market entrant in Kilombero and provides a more complete 

range of input supply and also investment loans (for crop establishment) to the outgrowers in 

Kilombero. Table 2 below summarizes the branch details of CRDB Bank in Kilombero and its 

outgrower financing: 
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Table 2. Outgrower financing of CRDB Bank in Kilombero District
118

 

Opened 2007 

Loan portfolio structure Tsh 100 bn, of which 

a) corporate Tsh  80 bn 

b) SACCOs Tsh  10 bn. 

c) SMEs and Sugar 

Associations (incl 

outgrower financing) 

Tsh  6 bn. 

d) Employee loans Tsh  3 bn. 

OUTGROWER FINANCING  

a) Input supply loans Associations operate on the basis of the cane supply agreement 

with the sugar factory, specifies Kilombero Sugar Factory as the 

sole buyer of cane. Not done in cash any more, and credited into 

the farmer accounts. Bank monitors whether farmer uses for 

fertilizer, for 1st and 2nd cultivation, but the farmer themselves 

select the input suppliers. 

CRDB Policy: 50% of the working capital is financed. 

b) Investment loans Guarantee from Association, Letter of instruction as comfort to the 

banker, no additional collateral, but CRDB gets guarantees also 

from donors, such as the Danish agricultural sector programme. 

The loans for crop establishment run up to three years, on reducing 

balance with three instalments per loan and one instalment per year 

to match the harvesting proceeds. Interest rates between 18 – 21%, 

plus a processing fee of 0.5% 

Capital requirements 1 million - 1.25 mn TSh per acre. 

Delivery methodology For working capital loans, within the association groups of 10 

farmers are formed. Initially SACCOs were organized out of 

outgrowers. CRDB gave wholesale loans to SACCOs and they 

retailed to farmers. This up to 2006, then problems with leaders of 

SACCOs emerged, they were not trustworthy, did not distribute 

equally among members. When recoveries dropped, CRDB branch 

was started and CRDB transacted loans directly with farmers with 

the Associations providing a guarantee. Then farmers were 

organized into blocks, mostly 10 people per block. These small 

groups have to elect a President, Treasurer, and again the 

Association guarantees them. The block group is not, however a 

legal entity, which is a constraint for large loans. 

Repayment methodology Kilombero Sugar Factory deducts loan repayments from sugar 

earnings at the source and pays CRDB on behalf of the group 

  

 

17. CRDB estimates that 50% of all lending to agriculture in Tanzania goes through its offices. There 

is a slowdown to some extent because of the slump in cotton prices, with a similar situation in coffee. 

For CRDB, the total loan book at the end of December 2013 stood at US$ 2 billion equivalent. At 

present, this bank has more than 200 clients in corporate agricultural lending, translating to a 

combined loan portfolio of about USD 61 million equivalent. With the smaller agricultural lending 

segment housed in the SME department, the total loan book for agriculture could reach US$ 100 

million, which makes it a credible potential partner for the programme.  

18. In Kilombero CRDB loans are provided to informal groups of 10 farmers, formed within existing 

outgrower associations. The group is manageable and serves as a filter for associations with single 

defaulting members.  Repayment to the bank is made by Kilombero Sugar Factory and deducted from 

                                                      
118

 NMB has only provided input supply loans, but as part of implementing the new Lending Policy of NMB, the bank 

expected to start with financing investment loans which are in high demand in the near future. Details would have to be 

collected from NMB Kilombero once the new lending policies are applied and the service structure of the two bank 

branches becomes comparable. 
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members’ cane earnings, thus ensuring loan recovery, unless the factory has difficulty selling its 

sugar. 

D. Lending for Bagamoyo sugarcane companies 

19. NMB and CRDB are the only two commercial banks with a presence in Bagamoyo town.  

Comparative details of the two branches are presented in the following Table 3:  

Table 3. Commercial bank branch presence in Bagamoyo (as of mid May 2014) 

BAGAMOYO BRANCHES: National Microfinance Bank CRDB Bank 

Date of branch establishment 1997 (previously NBC) November 2011 

Number of staff 12 staff / 2 Loan Officers 12 staff / 2 Loan Officers 

Loan book outstanding 

SME and corporate 

Employee loans 

TOTAL 

Around THs 500 million 

(US$ 305,000)  

Around 5.5 bn. 

6 bn, 

3.3 bn. 

 

1.3 bn 

4.8 bn 

Deposit totals 46 bn. 2.6 bn. 

Agricultural loans  In NMB, only a few loans for 

pineapples in Bagamoyo. The 

general loan portfolio does not 

support input or other loans, but 

warehouse receipt financing in 

cashew nuts 

Loan portfolio still building up, up to 

now no agriculture, but awaiting 

Sugar Factory and Port to increase 

branch turn over 

Agriculture terms and conditions 

 

17 – 24%, on reducing balance, 

monthly repayments 

17 – 24%, on reducing balance, 

monthly repayments 

Non performing loans in branch 8% (exceptionally after the floods 

in Bagamoyo) 

8% (exceptionally after the floods in 

Bagamoyo) 

Bagamoyo branch profit / loss Profitable past three years Reached break-even 30 months 

after branch opening 

 

20. Discussions have been held with the head offices of both institutions, and the approach will be 

finalized during early implementation as it is expected that the cane and agribusiness companies will 

not be ready to borrow until 2018-19.  The banks have raised the following issues: (a) there is an 

absence of central borrower and defaulter information; (b) the short-term structure of incoming 

liquidity was highlighted as a major supply constraint; and (c) bank branch liabilities are mostly short 

and very short term. The two commercial banks also noted that their readiness to provide medium-

term lending to agriculture is conditioned by the viability of the investment and the measures which 

has been taken to cope with the well-known erratic climate of Tanzania and to ensure repayment.  

21. Site specific lending products. Each bank stressed that once the Bagamoyo sugar factory is 

operational, they will lend to both the corporate segment and outgrowers. The two banks stressed the 

need to work out site-specific solutions in terms of products and services. Once the precise models 

and financial proposals are on the table, including the relevant technical specifications, then the banks 

will work out their own services to respond to the expected demand. While their experience gained 

elsewhere will be useful, their lending products for Bagamoyo will be developed to respond to the 

local market.  

22. Commercial terms. Outgrower operations of the two banks are carried out based on market 

terms and conditions. This ensures a reliable and robust supply of financial services beyond a limited 

project time horizon and as a profit proposition for the participating banks. Discussions with different 

banks and other domestic resource persons clearly showed that there are no major structural barriers 

to financing the outgrower and corporate segment of the cane supply market and that market based 

banking solutions are proving resilient also in repeated periods of market uncertainty and shrinking 

profits. The Kilombero operations of CRDB for short and medium term loans and NMB for short term 

loans confirm this point. 
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23. No liquidity barriers. There are no major structural barriers or shortcomings in supplying 

financial services to the sugar sector. In designing the financial services arrangements, successful 

and fully market based precedents from Kilombero can be taken as a guide. It is important to note that 

the market based terms and conditions of inputs supply and crop establishment loans in Kilombero 

finance non-irrigated sugar cane with its much lower earnings potential per hectare as compared to 

the irrigated sugar cane proposed for the outgrowers of the Bagamoyo factory. 

24. Challenges of the sugar market.  The key uncertainty for financing sugarcane development 

originates from a volatile and non-predictable domestic market environment for sugar
119

.  

25. Promoting savings together with loans. The banks would both like to be invited to participate 

in the capacity building activities of the programme early on. Initially the focus will be on promoting 

savings to improve household financial management and assets mobilization, and farmer’s financial 

contribution to the companies. There is a different view on savings deposits in Tanzania, compared to 

the “western” approach. Most adults (39%) regard saving as “putting money somewhere to stop you 

from spending it immediately”. This concept and the concept of putting money aside as a protection 

against demanding friends and relatives is rather different from the conventional thrust on savings as 

a means of accumulating financial assets and financial wealth
120

. 

E. Commercial loans for outgrower and agribusiness development 

26. The mission has agreed on the following approach for developing financing arrangements for the 

outgrowers supplying to the Bagamoyo Sugar Factory and eventually agribusinesses in the inner and 

outer circle villages.  

 The estimate gross credit requirement is about US$ 5-7 million per year, or about US$ 25-

30 over a given year time span, with a net financing requirement of about US$ 20 million or 

US$4 million per year. 

 Initially the banks have requested a line of credit or a financial guarantee, such as those 

received from the European Investment Fund and Swedish SIDA.  

 The banks have subsequently accepted that the heavy investment in bulk infrastructure for 

ensuring water availability during drought and flood events for irrigated cane combined with 

the close capacity building for farm companies, and a direct repayment by EcoEnergy gives 

adequate assurance to the banks.  

27. IFAD has developed financial models for sugar cane and two illustrative agribusiness
121

. For 

outgrower development, there are three types of investment costs for on-farm development: (a) civil 

works, (b) medium term credit (7-8 years) for irrigation and on-farm equipment, and (c) 3 year credit 

for sugar cane crop establishment. Farm companies will prepare detailed business plans, so farmers 

will clearly know their investment and variable costs. IFAD will be financing on-farm civil works on 

behalf of the outgrower companies, and the full amount will be reflected on each company’s balance 

sheet as their equity share of company financing for requesting financing from the commercial 

banking system. Farm companies will contribute at least 10% in-kind to civil works.  

28. Loans from the commercial banking system will finance the investment in irrigation and on-farm 

equipment. The equipment loans will be 70% financed by the banks on commercial terms, with a 10% 

cash contribution by companies, and with a climate-smart grant financing contribution of 20% from 

IFAD to cover the incremental cost of purchasing climate-smart mechanisation equipment. The 20% 

                                                      
119

 See Appendix 1. Country and rural context, for a brief discussion of the latest policy measures being put in place to 

stabilize the regional and national sugar markets.  

120
 FinScope study on financial services, Tanzania, 2013.  

121
 See Appendix 10. Financial and economic analysis for the details of the financial models.  
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IFAD contribution will come at the end of the loan repayment period once the company has already 

paid off its obligation and established a good repayment track record. The 3-year crop establishment 

credit will be fully financed using the existing lending products from commercial banks. The cane 

supply agreements signed with EcoEnergy will be the collateral provided to the commercial banks by 

the outgrower companies, and the banks will retain ownership of the equipment financed until it is fully 

paid off. The contribution of farm companies to on-farm development when their loans are fully repaid, 

including their in-kind contribution to civil works, will thus be about 80 per cent of the total investment 

cost.   

29. For agribusiness development, the process will be similar to that for outgrower companies. The 

agribusiness companies will prepare detailed business plans showing their investment and variable 

costs and their integration in and support to relevant value chains. There is only one type of 

investment expenditure, which is medium-term financing for equipment and materials. Commercial 

banks will finance the loan part of financing costs .  

30. For agribusiness development, the process will be similar to that for outgrower companies.  The 

agribusiness companies will prepare detailed business plans showing their investment and variable 

costs. There is only one type of investment expenditure, which is medium-term financing for 

equipment and materials. Commercial banks will be the only source of financing, plus with a climate-

smart grant contribution from IFAD to cover the incremental cost of purchasing climate-smart 

equipment. Equipment and materials purchase will be 50% financed by commercial banks, 10% 

farmer contribution and 40% financed by IFAD. The same process will be followed for individual loans, 

with the same percentage share of financing
122

.  

31. Risks. There are two principal risks: 

 The total volume of lending required by the programme may be higher than one bank can 

finance. To reduce the risk to the individual banks and to address branch office capacity 

issues, CRDB and NMB will be encouraged to consider forming a consortium for working with 

the programme in Bagamoyo.  

 There could be a re-occurrence of the sugar “overhang” of 2011, and the Bagamoyo mill is 

not able to sell its sugar locally.  The investor, EcoEnergy, has considered this risk and 

expects that the measures currently being put in place by the Government will be adequate. 

The investor expects to be producing in a non-protected market in Tanzania by 2025.   

  

                                                      
122

 See Attachment 1. Lending for outgrower and agribusinesses companies for a more detailed description. 
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Appendix 14. Attachment 1: Lending for outgrower and agribusiness companies 

1. Only a few members’ rural communities living adjacent to the proposed EcoEnergy sugarcane 
plantation and sugar mill currently use rural financial services. Access to financial services is limited 
by poor bank representation in the area, as well as by a paucity of demand due to low levels of 
commercial activity. Most farmers have few financial transactions, and they and the small enterprises 
present in the area are constrained from access to formal finance due to lack of acceptable collateral. 
One positive factor, however, is that many in these communities are now familiar with systems of 
funds transfers through the mobile phone networks, the so-called “mobile money”. Many community 
members receive remittances through this system.  There will be a need for greatly enhanced rural 
financial services to provide for expected project needs. The envisaged needs are: 

 Financing for farm investment costs for sugarcane outgrowers; 

 Financing for farm operating costs for sugarcane outgrowers; 

 Financing for new service providers in the sugarcane production value chain, such as 
transport and harvesting service providers; 

 Financing for agribusiness investments in the wider community; 

 Financing for agribusiness operating costs in the wider community; and 

 Provision of enhanced access savings schemes, as well as other banking and insurance 
products, for all villages.  

 
2. Early engagement with banks as part of a value chain development strategy. The 
commercial banks have begun to collect relevant experience with lending to different actors in the 
sugar value chain. What BASIC will catalyse is the progression to the next step in this emerging 
important role of commercial banks as chain actors and chain facilitators. This requires specific skills 
and precise knowledge of the banks not just of contract farming as the basic value chain instrument, 
but also on other actors and interactions within the value chain and the market and regulatory 
environment. For the successful provision of rural financial services, especially for provision of 
working capital and investment loans to different actors in the chain, it is important that the borrowers 
are known to the staff of the financing institutions. This reinforces the importance of initial engagement 
of the banks that are present in Bagamoyo.  Moreover, the programme will make it possible for these 
financial institutions to engage with potential borrowers from the outset of implementation. This will 
help ensure that there is an existing relationship between bankers and borrowers in advance of the 
requirement for borrowing. It is recommended that encouragement would be provided for potential 
borrowers to establish savings and operating accounts from the start.   

3. For the successful provision of rural financial services, especially for provision of loan financing, 
it is important that the borrowers are known to the staff of the financing institutions. This reinforces the 
importance of initial engagement of the banks that are present in Bagamoyo.  Moreover, the 
programme would make it possible for these financial institutions to engage with potential borrowers 
from the outset of implementation. This will help ensure that there is an existing relationship between 
bankers and borrowers in advance of the requirement for borrowing. It is recommended that 
encouragement would be provided for potential borrowers to establish savings and operating 
accounts from the start.   

4. Outgrower investment costs. Sugar is a structured value chain with good organization and 
vertical integration. The outgrower companies producing cane for EcoEnergy will require investment 
in irrigation equipment, buildings, climate-smart farm machinery, vehicles and related equipment. 
There would also be need to finance initial sugarcane crop establishment (sugarcane is replanted 
every 6-8 years). These items would be financed by local commercial banks, with some equity 
contribution from the farm companies. The programme will provide a climate-smart grant contribution 
to cover the incremental cost of purchasing equipment for the implementation of climate-smart 
practices. In order to enable these companies to become bankable, a number of pre-conditions and 
enabling actions would need to be in place. These are:  
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 EcoEnergy sugar mill construction is commenced and a firm and realistic date for it to be 
operational in the forthcoming 12 months is available (so that it would be ready to receive and 
process cane produced); 

 Farm “bulk infrastructure” for delivery of water, electricity and road access is in place;  

 On-Farm infrastructure constructed (land clearing, drainage, flood protection); and 

 Outgrower companies formed and properly registered, holding CCROs, water permits and 
Sugar Board of Tanzania registration. 

5. Thereafter, the basis of loan provision would come from a sound and credible business plan 
presented by the outgrower company. The main elements of this would be:   
 

 Outgrower company have a signed seed cane purchase agreement and cane supply 
agreement with Eco Energy; 

 As part of the cane purchase and cane supply agreements, EcoEnergy and the outgrowers 
have both committed to a system where payments to the banks are paid directly to the banks 
by EcoEnergy; 

 As far as possible, loans to be provided on a cashless basis, with funds provided directly from 
the bank to suppliers of inputs, equipment and services; 

 Outgrower company and its members are receiving technical support for sugarcane 
production and business management;  

 Specific advice provided to farmers that there are no circumstances under which full loan 
repayment is not required; and 

 Appropriate specialist staff for Outgrower Company in place.  

6. Collateral and Loan Security. In line with emerging good practice in agricultural value chain 
finance development, the programme will base its principal financing strategy on existing relations and 
contracts between the outgrower farmers and EcoEnergy as the lead firm. The commercial banks 
have confirmed that a cane supply agreement with EcoEnergy will be considered collateral for loans 
to outgrowers. The inclusion of the commercial bank as a provider of funding into the chain is 
facilitated by the emerging and innovative experience of Tanzanian commercial banks with the sugar 
value chain. The programme will enable several formal complementary forms of collateral and loan 
security to be made available to financial institutions to facilitate commercial lending to the outgrower 
companies. These are: 
 

 The commercial value of the land being used. The programme will invest in bush clearing, 
levelling, land preparation to transform currently non-arable land to being potentially 
productive arable land. When combined with the issuance of CCROs as title to the owners of 
the land, the land will acquire a commercial and tradable value which can be used as 
collateral;  

 The value of the moveable equipment being financed, such as irrigation equipment, tractors 
and other farm implements, and vehicles. The use of equipment leasing or hire purchase, 
where the ownership of the equipment is retained by the financial institution until the final 
payment has been received, is a well understood system; and 

 The supply contract for companies to provide sugarcane to EcoEnergy, which can be used to 
ensure payment for farm companies repayment obligations. It is proposed that a repayment 
schedule is designed to enable a proportion of all payments to be made direct from 
EcoEnergy, on behalf of the farm companies, to service outstanding loans.   

7. It is expected that the farm equipment loans (for irrigation equipment and climate-smart farming 
machinery) would be repaid over 7-8 years, while the crop establishment loans would be repaid over 
several successive seasons, probably no more than three years after initial establishment.  
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8. Operating capital. The sugarcane companies producing for EcoEnergy will also require 
seasonal finance to cover their variable cost and overheads. Both CRDB and NMB have indicated an 
interest in providing such finance. The finance would be required each season for a period of four 
months.  

9. Security and repayments. Crop receipts for sugarcane farmers will accrue and be paid on a 
regular basis, for ten months a year that the sugar mill is operating. However, it is also pertinent that 
both interested banks have substantial and mostly positive experience in seasonal lending to 
sugarcane outgrowers. They are confident that the procedures and capacity building measure being 
put in place by the programme would lead to sustainable lending experiences.  

Agribusiness and small-medium enterprises development in the wider community  

10. The investment in sugarcane production and processing by EcoEnergy and outgrowers will 
stimulate demand for agricultural produce and services in the surrounding wider community. There is 
a major shortage of investment in viable enterprises in these communities, leading to low productivity 
and low incomes. Substantial investment is required to enable these communities to take advantage 
of the opportunities, and this will be supported by the programme. Members of farming communities, 
acting individually and in groups (companies) will require investment in climate-smart farm machinery, 
livestock facilities, improved livestock and equipment and facilities for agricultural value chain 
enterprises such as transport, processing, inputs supply and rural services. There would also be need 
to finance initial variable costs and overheads. It is expected that a major proportion of these items 
would be financed by local commercial banks, supplemented with programme support and some 
private equity contribution from the proprietors of the enterprises.  

11. It is recognised that the vast majority of potential proprietors of enterprises in the wider 
community would not be currently considered “bankable”. The programme will thus make 
considerable efforts in capacity building at this level to improve this status to the point where banks 
will consider such nascent entrepreneurs to be viable and bankable. The main activities in support of 
this would be:  

 Village land-use plans completed, and land surveys concluded, enabling issue of CCROs to 
farmers; 

 Village Development Committees (VDCs) to guide the overall development of the community 
is in place and functional; 

 Substantive training in business methods and procedures, including business plan 
preparation, enterprise management and marketing, is commenced and on-going; 

 Specific trials and demonstrations of relevance in place in the community; and 

 Where required, investment in critical village/community infrastructure is approved. 

12. The sugarcane companies, the basis of loan provision would come from a sound and credible 
business plan presented by the enterprise proprietor and clearly stipulated contracts between the 
different actors in the sugar value chain. Loan repayments could then be discounted against the sale 
of gross proceeds to the lead firm. The main elements of this would be:   

 The proposal is both technically sound and financially viable; 

 Where relevant, that the production enterprise has a signed supply agreement with a 
reputable off-taker, and that as part of the supply agreement, the growers and the offtaker 
have both committed to a system where loan re-payments are paid directly to the banks by 
the off-taker on behalf of the producer; 

 As far as possible, loans to be provided on a cashless basis, with funds provided directly from 
the bank to suppliers of inputs, equipment and services; and 

 Specific advice provided to farmers that there are no circumstances under which full loan 
repayment is not required. 
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13. There is good interest from CRDB and NMB in providing this finance to the rural enterprises. 
Both banks already have some exposure to agricultural enterprises in the area. As for sugarcane 
production, it is expected that the financial institutions would bear the risks associated with this 
finance, but that these risks would be greatly ameliorated by the factors noted above as well as 
intensive training and mentoring for the borrowers provided through project support.  

14. For investment loans, risks would be further reduced for both borrowers and lenders through 
the provision of a climate-smart grant financing contribution to cover the incremental costs associated 
with the purchase of machine suitable to implementing climate-smart crop technologies of 
agribusiness operations are well covered in the business plans. The IFAD loan financing will be key to 
support the low carbon investments that may not show short-term financial benefits but will contribute 
to longer term adaption to climate change. These would cover up to 40% of the investment cost, with 
the balance being covered by a combination of bank lending (50%) and proprietor equity (10%). IFAD 
climate-smart grant financing contribution would be paid directly to the bank once it had agreed to the 
loan package.  

15. IFAD loan financing will be addressing climate issues not typically included in a loan 
assessment process, thus an important activity for the programme will be to sensitise the lending 
organisations providing most of the financial capital to the importance of climate-smart financing as a 
part of the overall investment package and longer time horizon required to ensure investment 
sustainability. Ensuring that the financial sector will be prepared to gradually internalize the full cost of 
climate resilience investments is critical for BASIC since it is unlikely that IFAD funding will be 
sufficient to address all climate risk management costs in all supported business plans, especially in 
view of the programme goal to leverage substantial resources in commercial borrowing and other 
private sector resources for scaling up agribusiness investments in the wider community. 

16. In addition, the programme will enable formal complementary forms of collateral and loan 
security to be made available to financial institutions similar to those developed for the sugarcane 
outgrower companies. These are: 

 The commercial value of the land being used for production, combined with the issuance of 
CCROs as title to the owners of the land;  

 The value of the moveable equipment being financed, which would be enhanced through the 
use of the IFAD climate grant contribution (i.e. the financial institutions would retain 100% 
ownership of the asset for which they only financed 60%); 

 If livestock is being financed, it would also need to be pledged to the lender; and 

 The supply contract for enterprises to supply produce to offtakers. 

17. Working capital. Similarly to the sugar outgrower companies, there will be a need to provide 
finance for the operating expenses (variable costs) of the enterprises being supported. This would be 
done on a fully commercial basis. However, there would be on-going training and mentoring provided 
by the programme to continue the development of the technical and financial skills of the proprietors. 
Wherever relevant, some security would be provided to the lending organisations through channelling 
of sales proceeds from supply contracts through the lenders to ensure repayments.   
 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 15: Contents of the programme life file 

 

 272 

Appendix 15: Contents of the programme life file 

Land use planning 

 Bagamoyo District Land Use Framework Plan (DLUFP), volume three, the National Land Use 
Planning Commission, June 2011 

 Guidelines for participatory village land use planning, administration and management in 
Tanzania, Second edition, National Land Use Planning Commission, April 2013 

 Aligning and harmonizing the livestock and land policies of Tanzania, Dr Furaha Lugoe, 
Economic and Social Research Foundation, Dar es Salaam, 2011 

 Village land use planning: a potential tool for greening landscapes in Mbarali district, Mbeya 
(Tanzania), sponsored by ILC, October 2014 

 Community and government: planning together for climate resilient growth, Ally Msangi, 
Joseph Rutabingwa, Victor Kaiza and Antonio Allegretti, iied, September 2014 

SECAP 

 Environmental and Social Management Framework for BASIC programme, March 2015 

 Resettlement Action Framework for BASIC programme, March 2015 

Documents on sugar sub-sector 

 Task force report on improved sugar importation system, optimal sugar tariffs, setup of 
independent sugarcane laboratory and rationalization of local government authorizes cess, 
Sugar Board of Tanzania, October 2013. 

 Cane supply agreement between Kilombero Sugar Company and 14 outgrower associations, 
27 June 2013. 

 Tanzania sugar industry and market, executive summary, LMC International, London, 
November 2012. 

 Sugar Board of Tanzania, annual report and accounts for the ended 30 June 2012, Sugar 
Board of Tanzania. 

 Study report for development of governance structures, instruments, financing models, 
negotiating forums for present and future outgrowers societies and organization structures for 
sugarcane outgrowers societies in Tanzania, Research on Poverty Alleviation (REPOA), 
Sugar board of Tanzania, 2010. 

 Tanzania Sugar Producers Association, pamphlet, no date 

 Tanzania Sugarcane Growers Association, pamphlet, no date 

AfDB documents 

 Executive Summary of the Environmental and Social Assessment of the Bagamoyo Sugar 
Project, Tanzania, AfDB September 2013. 

 Executive Summary of the Resettlement Action Plan for the Bagamoyo Sugar Project, 
Tanzania, AfDB September 2013.  

 Bagamoyo Sugarcane Outgrowers’ Scheme Project. Project Concept Note. 17 AfDB 
September 2013. 

 Environmental Social Impact Assessment, AfDB, March 2014. 

Legal documents relative to nucleus estate 
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 MOU signed between EcoEnergy and GOT, 2006 

 NEMC certificate, 3 April 2009 

 99 years Certificate of Occupancy for EcoEnergy, signed 8 May 2013 

Feasibility and other documents prepared by EcoEnergy 

 EcoEnergy Code of Conduct, August 2011 
 

 Social Sustainability Management Plan, EcoEnergy, revised 16 Sept 2012, which includes:  
 Food security strategy 
 Stakeholder engagement management plan 
 Health and medical management plan 
 Housing and influx management plan 
 Recruitment Plan (under preparation) 
 Education Plan (under preparation) 
 Capacity building Plan (under preparation) 

 

 Environment and Social Impact Statement of the Proposed Sugar Cane production processed 
into Sugar, Ethanol and Power on the former Razaba Ranch, Bagamoyo District, Tanzania, 
(ESIA Report) Arhdi University, Final Report, May 2012 
 

 Environmental Management Plan (EMP), EcoEnergy, October 2011 which includes: 
 Environmental Management Manual 
 Control plan for compliance with applicable environmental legal requirements 
 Hazardous materials control plan 
 Oil and pollutant spill plan 
 Control Plan for the management of biodiversity (including wildlife) 
 Erosion and watercourse management control plan 
 Solid and liquid waste management plan 
 Workplace emergency preparedness plan 
 Vinasse management plan 
 Control plan for carbon emissions 
 Archaeological and historical management plan 
 Forest management plan 
 Bush clearing management plan (prevention of conflict with wildlife and conservation of 

unusual flora) 
 Environmental monitoring plan 

 

 Draft Resettlement Action Plan (RAP) for the Proposed Sugar Cane Plantation and 
Processing Plant on the former Razaba Ranch, Bagamoyo District, Tanzania, April 2012. 

 Safety Management Plan, to meet the requirements of OHSAS 18001:2007, Tanzania OHSA 
Act 2003, BEEs ́ general safety rules and regulations, prepared by EcoEnergy and the African 
Development Bank, Oct 2011. 

 Integrated Water Resources Management Plan, EcoEnergy, Version 1.0. January 2012.  

 Reconnaissance Soil Survey of the Bagamoyo Smallholder Irrigated Sugarcane Sites, A. 
Hungwe, 2012. 

 Outgrowers Conceptual Irrigation Design - Bagamoyo EcoEnergy Project, Agricultural 
Development and Management Consultants (2012). 14 May.  

 Bagamoyo Community and Outgrower Development Programme, verision 3, EcoEnergy Sept 
2012. 

 Demographic and social characteristics of Mwatipili village, photocopy, no date or source, 
providing information from the Matiwili Village Council, 2013. 

 Outgrower Development Programme, Field activities, August 2012-November 2013, 
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November 2013. 

 Socio-economic survey of villages surrounding the EcoEnergy Project, Space & 
Development, Co, Dar es Salaam, August 2014. 

Related documents 

 

 Environmental and Social Impact of the Proposed BioEthanol Production from Sugar Cane on 
the former Razaba Ranch, Bagamoyo District, Tanzania. Draft Report. SEKAB BioEnergy (T) 
Limited, July 2008. Dar es Salaam. 

 Biofuel, land and environmental issues – the case of SEKAB’s biofuel plans in Tanzania. 
Nordic Africa Institute, University of Agder, Norway and Sokoine, Univesity of Agricultural 
Sciences, Tanzania, March 2011. 

Financial documents 

 Due Diligence Brief Report on the Bagamoyo EcoEnergy Project (Tanzania), BEE sugar, 
ethanol &electrical energy project, Stanbic Bank 24 September, 2013 (a summary of the 
Lenders Technical Advice (LTA) for the consortium) 

District documents 

 Strategic Development Plan 2012-2016, Bagamoyo District Council, Ministry of Regioal 
Administration and Local Government, July 2011 

 Bagamoyo area economic and social briefing, H. Sosvele, University of Dar es Salaam, no 
date 

 Guidelines for district agricultural development planning and implementation, Agricultural 
Sector Development Programme, July 2007 

 Assessment of agricultural extension services in Tanzania: a case study of Kyela, Songea 
rural and Morogoro rural districts. Wageningen University and Research Centre, Elifadhili 
Daniel, February 2013 

Water, agriculture and environment 

 Study On Water Resources Management And Development In Wami/Ruvu Basin  In The 
United Republic Of Tanzania, Water Resources Division (Wrd) Ministry Of Water (MOW) 
Japan International Cooperation Agency (Jica). 

 Tanzania Climate Resilience Plan 2014-19, MAFC June 2014. 

Poverty, gender and youth 

 Key findings, 2011/12 Household Budget Survey Tanzania Mainland, Bureau of Statistic, 
Ministry of Finance, Dar es Salaam, Nov. 2013. 

 Key Findings on Gender Data from the 2010 Tanzania, Demographic and Health Survey 

 Gender and Economic Growth in Tanzania: Creating Opportunities for Women, World Bank, 
2007  

 Tanzania HIV/AIDS and Malaria Indicator Survey, 2011/12, National Bureau of Statistics, 
March 2013 

 Tanzania: productive jobs wanted.  World Bank, Country economic memorandum. September 
2014 

 Assessment of vision of opportunities and bottlenecks for youth in rural Tanzania, Swiss 
Agency for Development and Cooperation (SDC) July 2014. 

Various 

 Finscope study of access to financial services, September 2013. 



United Republic of Tanzania 

Bagamoyo Sugar Infrastructure and Sustainable Community Development Programme (BASIC) 

Final project design report 

Appendix 15: Contents of the programme life file 

 

275 

 Review of smallholder linkages for inclusive agribusiness development, Lisa Paglietti and 
Roble Sabrie, FAO, 2013. 

 Country Assistance strategy for Tanzania, World Bank, May 2011 

 Tanzania Economic Update Report, World Bank, 2013 

 National strategy for growth and reduction of Poverty, March 2006, World Bank 

 Innovative financing, Sida 

 Financial management review report – May-June 2014, World Bank, Tanzania country office. 

 

 


