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ABSTRACT

The main objective of this study is to create an understanding of the existing niche market
arrangements for high valuegaucts and to determine hasmall scale farmers caapg

into and sustain the niche markets channels. The stegificallyassessed niche market
requirements for fruits and vegetables and the institutional arrangements that develop and
sustain trade relations between buyers and sellers. The asahnalysed the effects of
transaction costs on market arrangements, linkages and relationship among traders, the
benefits of complying with the standards and factors affecting such benefits. Both primary
and secondary data were collected. Primary data was eall¢lstough questionnaires
which were administered to the niche markets, niche market suppliers (NMS) and the open
market sellers (OMS) through stratified simple random sampling technique with
proportionate allocation. Secondary data was collected frome mearkets. By using
SPSS descriptive statistics analysed the data. Qualitative method using structural
theoretical analysis and quantitative methosing ttest and OLS regression were used as
tools for analysing the objectives. The study found out tlthienmarkets demanded high
quality, mature, colourful anlig but uniform size product3.o ensure they obtain such
quality products niche markets were found working on contractual basis with NMS and
pay visits to where NMS source the vegetables. Madtenmarkets paidhe NMS on

credit basis. The study found out that selling vegetables to the niche markets generates
more profit than selling in the open markets while NMS performing other businesses than
fruits and vegetables earn lower profit maggifio earn higher profit margins the study
recommended that farmers and NMS should trade directly with niche markets and
specialise in the fruit and vegetable business respectively. The government, financial
institutions and SACCOS should finance these farmgrsagally those working on credit

basis with niche markets.
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CHAPTER ONE

1.0INTRODUCTION

1.1Background

Fruits and vegetables are among high value products with higher monetary haaue t
staple crops in emerging and expanding local, national, regional and global markets
(CGIAR, 2006). The production of fruits and vegetables is recognised as an engine for
c ount r y-écenonscogmwtla as it employs large and small, rich and poorefarm
(Xinsheret al, 2007. The average annual worldwide production and trade in fruits and
vegetables has grown steadily with Abieing the leading exporter (USED7 million),
followed by Latin America (USDBI08 million). Sub Sadran export value is USB9.6

million (World Bank and MIGA, 2006). Tanzani a6s export share
markets is 0.7% of the total export share of the crop from sub Saharan countries (DTIS,
2005).1n Tanzania the yields of fruits and vegetables is low amounting-&D%0lover

than the yields of similar crops in Europe.

Smallholder production is the main source of vegetables and fruits in niche and open
markets. Niche markets are small, well defined markets whose members share specific
characteristics and whose needs aoé well served (McGaffin, 2008). Niche markets
operate differently from open markets in that they exert high levels of buyer led control in
order to meet consumer demand (Barriegtt@d, 2005).As Ssejjemba (2008) reports, in
Kenya and Uganda better getitomatoes are sold to the niche markets while poorer
grades are sold to the open markets. In Tanzania selling of tomatoes to the dgetes mar
yields gross revenue of USEDO per acre per season while farmers who supply the same

product to hotels obtain&D 1120 for the same quantities (Mafetual, 2007.



Developed countries have incurred a large and growing horticultural trade deficit, which is
now larger than the trade deficit for all food products takbgether (Ali, 2008)There is

also agrowing niche market for dried fruits especially in the European Union and the
United States (Kamau, 2008his indicates a growing demand for horticultural products

in developed countries and hence the growing niche market for exporters in developing
countries Ali, 2008). About 32 @O, 165 000 and 32 000 peopteUganda, Kenya and

Tanzania depend on this export trade for their livelihood (Letggle 2006).

Regi onal high value productsé trade provi
farmers.The totd value of egional trade increased from USD 26 million in 2004/05 to
USD41 million in 2009/10. In 2004about 40, 13 000 and 4®M00 tons of oranges,
tomatoesand onionswith a value of USD 9.20, 1.481d16.32 million respectivelyfrom
Tanzaniawere eported to Kenya. Tanzania produces more than th80sandtons of
tomatoes annuall\80% of thisbeing absorbechithe regional marketsf Kenya, Malawi

and ComorogTAHA, 2009. Oranges fronTanzania have the comparative advantage of
being free from greeng disease which is a serious problem in Kenya (DTIS, 2005). Out
of theaverage ofLl60 tons of oranggzroduced peyear, more than 85 tons aeld in the
Kenyan markets (TAHA, 2009 Unlike Kenya, Tanzania has also a comparative
advantage for onion pdoiction due to lower cost of production (DTIS, 2005). About 50%
of onions consumed in Kenya come from Tanzamd accounts for abo8tout of every

10 tons of onions sold in th&/akulimamarket in Nairobi (TAHA, 2002 Much of the
regional trade has be@tosely related to the extensions of Kenyan export operations for

fresh vegetabledNorld Bank,2005).



1.2 Problem Statement and Justification

Niche markets are markets which are small in size, profitable, homogeneous and aim to
fulfil a specific goal(Cuthbert, 2008). The attraction of the niche markets is that the
product is sold at a premium price and this is passetb the farmers. These markets
offer farmers higher and stable prices than the traditional open markets ghiellin
Higman,2002). Foeign niche markets are willing to pay a significant premium of up to
35% to receive goods that are frgmiocessed and packeth Tanzaniahigh income
consumers shopping in the supermarkets are willing to paylT80 per unit of improved
varieties of magoes as opposed to THOO0 per unit of tradiional varieties of mangoes

(Uliwaetal,, 2011).

Open markets on the other hand, have high marketing and distribution costs, as the
product passes through several intermediaries with little value being addezlireaching

the end consumer making such a product less profitalpeducergJonest al.,2002).

The rapidly growingtourism industry has been one of the major driving forces in the
commercialization of high value producssich as fruits and vegdilesin Tanzania
(Ashimogoand Greenhalgt2007). This industry has an average growth rate of 10% per

annumand in 2010 it attracted 800 000 visit¢vgolfgang, 2010).

Tanzania has the potential to become a key supplier of mangoes to Europe between
November and March. This is an off season period for India and Pakistan whose harvest
season is between April and September (UNCTAD, 2005). This is an opportunity and
hence a niche market to Tanzanian mango producers to shppglyoductvhen the major

exporers to Europe are in off season.



In Tanzaniasupermarkets are regulated to source at least 40% of the goods they sell from
local producers. However, given the undee vel oped state of mu
processing sector, such a goal may be difficulacbieve outside of the fresh produce
category (fruis and vegetables) (Weatherspoon and Rear2io®3). Given the limited
processing capacitgupermarkets becoma potential niche markets that small scale

horticultural producers can capture in their éfdp escape from poverty.

Farmershoweverare constrained by knowledge and informatmm requirements for
quality, quantity and consistency in supplies to securgetiiehe markets (Hubbarand
Delatouche2000). The standards act as barriers and thesd and variable compliance

costs constitute an integral part of the niche market decision of firmsafiRh8chlueter,

2009). For example a vegetable exporter from Tanzania undergoes at least six audits and
certifications apart from the general phyogary inspections required by the importing
countries (GlobalHorti, 2009). Therefore, these standards require a high degree of
information related to factors such as quality, inputs and packaging gdRdyThorat,

2008). Due to lack of this information %% of the fruits and vegetables from local
sources are rejected by the hotels because they do not meet the quality standards (DTIS,
2005).The quality and hygiene deficiencies make stiokels in Tanzaniaource some of

their fresh fruits and vegetabldsom as far away as Kenyand even South Africa
(Berdeguet al., 2008). The quality deficiency forced sonmipermarketdo undergo a
process ofconcentrating their sourcing from commercial farmers rather than offering
smallholders a new market opportun{Barrientogt al, 2005).The import ban imposed

in October 2009 by Angola on bananas from Tanzaniaasharvivid example of the

failure of Tanzanian farmers to comply with thequired standards (TAHA, 20D9

Therefore sustaining the niche markets much more difficult and elusive objective than



gaining initial access to the niche hence a need for farmers to know how to work and relat

with niche markets (Berdegeteal.,2008).

Therefore accessing niche markets involves a knowledgecess which quires
researching, identifying and targeting specific nichmearkets and maintaining a
relationship with them in the face of competition (Novelli, 2005). Developing products for
niche markets also require specific knowledge and technology, market imed#jge
contacts and capital (Westernearal., 2005). However, smallholder farmers lack such
information base (DFIDet al, 2004). Only with this information and skills will
smallholder farmers be able to adapt to niche markets (HetliiHigman,2002). This

study therefore is undertaken to among others develop an understanding of the niche
market arrangements for high value products and determine how smallholders can tap into

and sustain the niche market channels.

1.30Objectives

1.3.1General objective

The general objective of the study is to create umderstanding of the existing niche
market arrangements for high value products tandieterminehow small farners can tap

into and sustaithe niche markets channels.

1.3.2 Specificobjectives
The specific bjectives of this study are:
I.  To assessiche market requirements in terms of type, demand and quality of fruits
and vegetables.
il.  To assessnstitutional arrangementthat develops and sustaimisade relations

between sellers and buyers.



To analyse the eft@s of transaction costs on markets arrangements, linkages and
relationships among traders in the open and niche markets.
To analyse the benedibf complying with the standards identified in this staahygl

the factors affectinghe benefits.

1.3.3Reseach questions

What types of fruits and vegetable® required byiche marketsand what are the
associatedjuality andstandardsequirements?

What are the required forms of delivery services of fruits and vegetables to the
niche markets and what fosnof exchange arrangements take place in niche and
open markets?

Are the transaction costs of market arrangements, linkages and relationship equal
among traders in the open and niche markets?

Is it beneficial to comply with the niche market standards and argathe factors

affecting the profit margins from selling to the niche markets?

1.3.4Hypotheses

Based on the third and fourth specific objectives the following hypothesis are derived and

tested.

The effects of transaction costs on market arrangemarkages and relationship
among traders in the niche and open markets are not significantly different.

Profits gained by traders who comply with niche market standards and hence sell
their products to the niche markets are not significantly differem tiee profits

gained bytraders who sell their products to the open markets.



CHAPTER TWO

2.0LITERATURE REVIEW

2.1Nicheand Open Markets

Niche markets are specialised markets or individuals in a group identifiable by the same
specialized needs or imésts and are defined as having a strong desire for the products on
offer. This market is not seen as some simplistic homogeneous whole with general needs,
but rather as a set of individuals with specific needs relating to the qualities and features of
patticular products (Novelli, 20050pen market on the other hand is the mass market
where undifferentiated products are s@&kgner, 2004). This type of a market identifies
relatively large segments of the market to serve as potential customers. Lasybaien

the ability to identify markets that are large enough to allow them to produce a low cost

high volume product (Bailegind Ward2008).

Successful niche markets are characterised by increased stability. Stability is important as
it decreasessk and uncertainty to the producers and/or suppliers (Goossens, 20thg
markets are also more profitable than the open marketsexample supermarkets offer
higher margins (17%) to the Tanzanian farmers compared to the open nidwmes,

2008). Nithe marketshowever, do not work for a customer group that prioritizes price and

is willing to go out of the way to locate lower cost items (Thilmany, 2008).

The sizes of niche markets vary batbalancebetween being large enough to produce
sufficient busiess but small enough to be overlooked by competitbreecessary
(Novelli, 2005)Niche markethave high growth potential and have nedgligiinterest to
competitors as they providentry barrier for competitors through accumulated customer

good will (Cutbert, 2008).This provides an opportunity to small scale producers to



penetrate this market and thereby improving their social and economic conditions (Helli
and Higman2002).This is becausensall firms give more attention to quality aiésign
of theirfinal products enabling them to supplyroducts to niche markets (Boonzaaed

von Leipzig,2009).

Traditional open markets on the other hand consist of numerous producers and retailers,
generally small in size with little explicit demand and supgmgrdination.The buyers in

the open markets put more attention on price of the products while quality standards are
limited to minimum quality requirementéLeeet al., 2010). The minimum quality
requiremerg are such aproductsnot affected by rottin@r deterioration such as to make

it unfit for consumption (OECD, 2012).

2.2Small versus Large Firms in Niche Markets

Niche marketare moreviable for small and medium sized enterprises based in agriculture
and agrifood sector of the economy (Cuthbert, 800Small firms often find success in
identifying relatively small nichemarkets that large firms ignor&mall firms do not
typically compete with large firms in niche markbtstask of defining thaiche markets

for the products, establishing a diffetiated product and usy the product to compete

against similar products in the market¢snain the sam@ailey and Ward2008).

2.3 Establishing Food Standards

Niche market is an attractive opportunity available to small businesses which provide a
meango use new and untapped resources while creating new revenue streams. The choice
to pursue a niche market strategy requires critical asseséyéhé farmer(Bailey and

Ward, 2008)Farmers need marketformation to help them make informed decisions on

whatto produce with assured quality standgildgatulet al.,2009).Standards to improve



food safety include characteristic of the final products, production practices in the food
supply chain and traceability within the supply chain. These standards\a and are
developed by firms, independent standsetting bodies and NGO(Hammoudet al,

2009; Hobb, 2010). At the international level the discussions on these standards have
focused on harmonisation of the private standards while within the mreina this had

led to changes in regulations at natb levels (Hammoudi al, 2009. However the
argument on private standards is on the burden of compliance costs which creates
competitive disadvantages to some traders. On the other hand when thetsespaindards

are effectively implemented they can reduce the transaction costs by facilitating longer
term supply chain relationship and hence lowering the search costs of finding reliable

suppliers and the monitoring costs of ensuring the quality gliespHobbs, 2010).

2.4Institutional Arrangements to Develop and Sustain Trade Relations

Institutions refer to the wider set of rules, norms and agreemertstthature human
interactions. These areollectively accepted system of rulggocedurs and practices
(Searle, 2005)-ormation of contracts is one of the institutional arrangements between the
trading partnersiNiche markets enter into contracts with suppliers with regards to quality
of products frequencyof supply, certifcation of supplies and paymenschedulesTo
successfully secure tbeniche markets, suppliers must complywihe requirements of
the niche(Ali, 2008). Tourist hoteldor examplerequire a steady supply of fresh and high
quality fruits and vegetables (Badtual., 2007) Howevertourist hotels may choose to
import fruits and vegetables because of limited variety, low quantity and quadikyof
continuity and reliability of suppliers and a failure of delivering the products in time
(DTIS, 2005).0n the other handupemarkets such as Uchumi, a leading supermarket in
East Africa, are known to require top quality fresh produce (MwandiKimathi,2006).

Supermarkets require interested suppliers to bring test samples and subsequent supplies
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depend on the sales of the tesimples (Ashimog@nd Greenhalgh2007). Therefore
significant growth in the share of sales for local foods can only be achieved if the
producers are able to supply competitively priced products with consistence in quality and

volumes that match niche nkat product movement (Kingt al, 2010.

Exporters have a great opportunity of expanding their share in the international niche
markets provided they are able to meet critical requirements. Such requirements include
regular and consistent supply of highality products, strict compliance with the phyto
sanitary regulations imposed by importing countries and to have competitive prices and
quality (Ashimogoand Greenhalgl2007). For example when the exporter supply onions

to Philippines he has to comphith the preferred small size onions, while when exporting

to India he has to comply with the medium size preference and large size onions in Taiwan

(Ali, 2008).

2.5Market Linkages

Market linkage implies a physical connection between the producer endlttmate
consumer and this involves financial transactions. Market linkages facilitate flow of
produce between different levels of the marketing system (THatete, 2005). Linking
farmers with markets should go hand in hand with indentifying the mahkets, finding
appropriate technological solutions and innovating market arrangements to ensure efficient
delivery of output (Ali, 2008).However greater linkage to the markets starts with better
access to market information. Farmers can have accessari@tmnformation through
visiting the markets, using mobile phones or using nearby farmers who visit the market

(Lightfoot and Scheuermeier, 2006).



11

Farmers bwever operate onngll size and dispersed production unikich hinder
thenfrom realisng econanies of scale due to Higransaction costs (Sharma and Sengar,
2012. As smallholder producers lack economies of scale collaboration athengis
necessary for their involvement in high value fruits and vegetable chains (Zoss and
Pletziger, 2007). Thisicludes aggregation of products across different farmers which can

be done through a network of farmers (Keigal, 2010). This technique is favourable in

linking the famers with niche markets. Agaiclose linkages between farmers and the
exporters arenore successful ianabling thdarmersto access$oreign niche market. Such

l inkages can help build up the profession

(Zoss and Pletziger, 2007).

2.6 Market Arrangement

Market arrangements involve agreertseto exchange goods or servic€ne form of
arrangement isantracts to exchange goods anothegprisducer organisation which is an
agreement among the farmers to deliver the products to clients (Eataln 2008).
Market arrangements are made byasrigations such as food processors or wholesalers by
making an advance contract with a group of farmers to supply a specified product on a
regular basis. The buyer usually provide®ds, extension advice, crealitda guarantee

to procure the produce aatvest at an agreed price. Transport may either be organised by
the farmer or may be supplied by the buyer. For example poultry farmers may develop a
long term relationship with poultry processing companies which may provide baby chicks
but purchase thertiler when they are ready for sale (Trad&¥ite, 2005). Market
arrangements such as contract formation help to stabilises farm gate prices for smallholder
farmers. An example is drawn from West African cocoa farmers who participated in future
markets thaguarantee price for a future delivery of theanticipated crops. By doing this

the farmers form longer term contracts than those found in other products like vegetables.
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The motivation for thiss to earna premiumfor future delivery without the eedto incur
storage cost¢Masters and Abbott, 2000). Interestingly in the fruit and vegetable sub
sector traders sometimbsuy f ar mer 6 s pr oduce oThenarket di t
participants have difficult in overcoming problems related to flustggrices and supply

of fruits and vegetabledue tothe fact that the products aperishableand canrot be
stored and sold during stasor(Eskola 2005. However threats that arise from working
under contracts arack of compliance andffective enbrcement mechanisiof example
Eatonet al. (2007 reportthat default can occubecause of production failure or because
farmers sell their produce tocompeting buyer. He pointed out that the weak legal system
and lack of collateral create a consideraigk to companies entering into contracts with
the farmers. He suggested that to solve these problems companies may form contract with
producer organisation instead of working with individual farmers. However what is
needed is legal ruleand enforcementechanismwhich foster efficient contracting to

both parties (Eatoat al, 2008).

2.7Market Relationship

The best way to achieve bnse s s 6 s 0 b | e cshtisfacgon of &#s ctistomeossu g h
Satisfying customers is to know what customers need andttaneet those needs on
ways that are consistent with businessos
relationship marketing. Relationship marketing is the development of mutually beneficial
long term relationships between a seller and a buyarkéers must build a relationship

with customers and exchange vital information. On the other hand customers view
relationship marketing as an opportunity to share information about their needs and

have those needs fulfillgtNwakanmat al.,2007).
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2.8 Transaction Costs

Transactions are market exchanges between buyers and sellers of commodities. All
transactions involve costs which are the costs of establishing and administering business
relationship within and between firms or individualsthe open markets buyer and seller
negotiate and bargain the terms of exchanges. If the parties enter into contracts where
value is exchanged over time there are additionahre® costs of formulating and
negotiating the terms and condition of contract. Theeealso exposttransaction costs of

monitoring and enfiwing compliance (Holland, 2011

Farmers are price takers and have little bargaining power. This is because they have
limited market options due to high transaction costs. Transaction costs saylae to
asymmetric market information, investments or asset specifioitycompliance with the
contracts and customers search costs. Transaction cost on farmers and suppliers are high
because fruits and vegetables are perishable products and theasfiooe lme stored until
sufficient information on qualitative and quantitative demand has been obtained@Eaton
al., 2007). Eatoret al. (2008) distinguishechtee types of transaction casfa)Search and
information costs which ariskom searching for asuitable party with whom to trade.

They involve visiting the traders or markets, communicatiortebgphone looking for

price, testing and quality controb)Bargaining and decision costs which are costs related

to time and advice that is put into barmgag and negotiating ghagreement between the
parties,€) Qupervision and enforcement costs which are costs related to time put into and

costs made to monitor andenforce the agreement.

2.9Profit Margins



14

Marketing margin is the difference between thiegthe consumer pays for the final good
and the price actually received by the grower of the commodity produced at his/her farm
(Shahet al.,2010). According to Abankwa al (2010) marketing margiis computed as

the difference between the cost of ghasing the products and the revenue ddrivem

the sale of the products.
M,=R,—-Ceéééeecééeeceécecéceececeeeéee. . (1)
Whereby M, = Marketing nargin

R, = Revenue fronsellingthe products

C, = Cost of products

To breakeven the revenue from the saldéhef products should encompass the costs of
purchasing the products, marketingcastsd t he trader s profit n
R,=C,+M,+Péééeceeeceéeéééecee. eceééééeeeee. (2)

Whereby M = Marketing costs

Phb= Trader6s profit margin
Therefore-
P,=R,—C,—M,ééeéééceecééceceéce. eceééeeceée. . (3)

To obtainthe profit marginsthattraders earn we less the marketing costs and the cost of
purchasing the product from the revenue obtained from selling the proMats=ting
costs are the costs incurred during the movementefcdmmodity from one point to
another.Cox (2010 indicated thatsignificant components of marketing costs include
packaging, transportation, energy and advertising.Accordirigrtam and Malik, (2011)
transport costs are the costs incurred due to moveofeptoducts from one place to
another Transport costaredirect payment done by the farmer or trader to the truck owner

or the costs incurred when the farmer or trader hsasvn vehicle
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CHAPTER THREE

3.0METHODOLOGY

3.1Conceptual Framework

This framework identifies the driving force behind compliance with the costs of niche
market standardas shown in Figl. As discussed earlier, there are two types of markets
niche and open markets. Niche markets send signals of the required standardsasfdruits
vegetables from the consumers to the producers. International public and private
organizations set standards which ensure that the products mesgjuied standards. For
example nmimum standards for onns includes intact bulbs, without moatdroting, at
leastwith thefirst two outer skins and the stem to be dry, with no hollow or tough stems
and free from external moisture (OECD, 2012). To secure the niche markets, government

responds to the international standard requirements by settingimpahatandards.

The implementation of the international and national standards requires participation of
key industry players that is, traders and/or farmers. Those who succeed in implementing
the standards are the ones who supply to the niche maaketshose who fail end up
selling the products in the open markets. The decision to participate in the niche markets
depends on the costs of implementation and the expected benefits. The costs of
implementing the standards are the compliance costs whsghfeom investing on capital
assets, certification, safety management and training of human resources. The accruing
benefits can be in terms of premium price and/or reputation which enhance accessibility to
the niche markets for longer periods. On theeothand those selling to the open markets

would only gain the price margins. Traders and farmers selling to the niche and open
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markets incur transaction costs such as costs of contract formation,t reeakeh and

market information
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3.2 Study Areas

The study was conducted in Dar es Salaam and Unguja (Appendix 5). Dar es Salaam hosts
about 20% bthe business travellers and unknown number of leisure travellers (MIGA,
2005). The city also accounts for a large sharemefdium aml high income markets for

fruits (Uliwaet al, 2011)About50% of the marketefruits and vegetablesare consumed in

Dar esSalaamECI Africaand DApesa,2004).

Ungujas an importanttourist destination in TanzanidAbout 88% of the revenue
generated from tourism industry is attributed to hospitality industry including hotel
accanmodation and catering servicBgfclet al, 2010. Unguja is als@an end market for
horticultural producdrom Tanzania mainland=AO, 2007).It is estimated tha80% and
20% of all fruits and vegetables respectively consumed are produced locallye{Steck

2010).

3.3The Study Design
Cross settonal study design was adopted on the basis of short time needed to collect data
from the two study areas. With this study design, the planned sample was contacted and

interviewed on time. Both primary and secondary data were collected.

3.3.1 Primary data

Sources of primary data wereipermarkets, toust hotels, OMSand NMS including
exporters of frug and vegetables. Tweemi structured questionnairas shown in and
were used in data collection. One type of a questionAgipendix 3vas administeretb
the niche markets while the other tymoendix 2was administered to the NMS and

OMS. Questionnaires &re pretested by interviewing three niche markets and tRsES
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located in Morogoro. After preesting some questions were reformulated and data was

then collected by the researcher.

3.3.2 Secondary data
The secondary data collected involved contracted prices of products between niche
markets and NMS. The data was collected from the niche markets in the period between

November 2011 and February 2012.

3.3.3Sample size and sampling procedures

Tourist hotels

A stratified simple random sampling technique with proportionate allocation was used to
obtain the sample from the tourist hotels in Dar es Sal#afrst of all tourist hotels
located in Dar eSalaamncluding their classification was obtained from @igy Council.

The tourist lotels were arranged strata according to thealassification The population

size in each stratum is shown by Table 1. The sample size for tourist hotels in Dar es

Sdaam was then determined using the formula by Yaname 1967 (Israel,-1992):

,,,,,,,,,,,,,,,,,,,,,,

Whereby n = sample size
N = Population size
e = Level of precision.
= 61/ (1+61(0.05%)
= 52.93 4 53
This means in Dar es Salaam a sample of 53 tourist hotels was needed to be included in
the study. However for this sample to be representative the sample ratio in each stratum

was calculated. Theampe ratio was used to calculate how many hotels should be drawn
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from each stratum to makesample of 53 tourist hotelShe sample ratio was calculated

using the formula:

,,,,,,,,,,,,,,,,,,,,,,,,,,

Whereby r = Ble ratio
Ns = Population size in each stratum

N = Population size of tourist hotels in Dar es Salaam

Tale 1 shows the sample ratioesich stratum. The ratios were then used to daterthe

sample size in each stratum. This was done by multiplying the sampldryadind the
required sample size which was 53. Table 1 shows the sample size in each stratum and
ultimately the total sample size which was included in the study. Simplermasampling

was then used to select 22 tourist hotels from 25 unclassified hotels, 11 tourist hotels from
13 three star hotels, 13 tourist hotels from 15 four star hotels and four tourist hotels from
five, five star hotels. The 53 tourist hotels wénencontacted and interviewed@he chef

or storekeeper in each hotel wiasluded in the study.

Table 1: Sample size of tourist hotels in Dar es Salaam

Classification of thehotels N r n
Unclassified 25 0.41 22
One star hotels 1 0.02 1
Two star hotels 2 0.03 2
Three stars hotels 13 0.21 11
Four star hotels 15 0.25 13
Five star hotels 5 0.08 4

Total 61 1.00 53
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In Ungujdslandthe population of tourist hotels and their classificath@s obtained from
Zanzibar Commission foTourism (ZCT). Stratified simple random sampling technique
with proportionate allocation was used to obtain the sample based on Equations 1 and 2.

The total sample size and allocation by hotel classification are presented in Table 2.

Table 2: Sample size ofaurist hotels in Unguja

Classification of the hotels N r n
Unclassified 7 0.35 7
Three Star Hotels 6 0.3 6
Four Star Hotels 7 0.35 7
Total 20 1 20
Supermarkets

The list of all supermarkets located in Dar es Salaa® obtained from Dar es Salaam
Guide (2011) and Dar es Salaam Guide (2012) published by EAM Logistic Ltd and
available athe Dar es Salaaairport, major tourist hotels and supermaskattotal of 13
supermarketsare located in Dar es Salaam. In Unguwgalist of all supermarkets was
obtained by the help of resource person from ZCT. There were only 4 supermarkets in
Unguja and this makesaoverall totalof 17 supermarkets located in Dar es Salaath an
Unguja as shown by Table 3. A stratified simple randsampling technique with
proportionate allocation was used based on Equations 1 and 2. The Dar es Salaam and
Unguja were the two stratén Unguja only two instead of the four supermarkets were
involved in the study. This is because one of the supernsask@pped seltig fruits and
vegetables due teery few customers buying fruits and vegetables from the supermarkets.
The other supermarket declined to be involved in the study. Therefore a sample of 14
supermarkets from Dar es Salaam and Unguja wereviedtah the study.

Table 3: Sample size for supermarkets
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Location N r N Actual n
Dar es Salaam 13 0.76 12 12
Unguja 4 0.24 4 2
Total 17 1.00 16 14
NMS

Niche markets were used as means to get the NMS. At the end of thesimtisithi niche
markets theyvere requested to provide names and contacts of at least one NMS supplying
them with fruit and/or vegetables. nothe niche markets a list of 48MS was
established. This is becauakout 39niche marketslid not useNMS insteadthey obtain

their products from the open markets amght niche markets were not willing to give the
requested information. Among the 40 NMS in the list 10 were from Unguja while the rest
were from Dar es Salaar@tratified simple random sampling techuqwith proportionate
allocation was used based on Equatidraxd5. The total sample size and its allocation
between strata are shown in Table 4. The NMS included in the random saergle w
contacted by phonéo arrange time and place rfaconducting the nterview. e
respondent in Ungugad five respondents from Dar es Salaamwould not be reached
through their mobile phones. Oth#ireeNMS from Dar es Salaandid not want to
participate in the study. Enefore this makes a total of AIMS from Dar es Salam and
Zanzibarwho were available for the intervieas shown in Table.4The interviews took

place in the open markets while others were conducted at the niche markets after the NMS

has delivered the products. Only one NMS had asked to be interviewesl gmotte.
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Table 4: Sample size for NMS

Location N r n Actual n
Dar es Salaam 30 0.75 27 19
Zanzibar 10 0.25 9 8
Total 40 1 36 27
OMS

NMS mentioned the open markets where they source fruits and vegetables. A totall of eig
open markets were obtained whereby six were located in Dar es Salaam and two were
located in Unguja. However thaffices of the market officein both Dar es Salaam and
Unguja could not provide the list of all fruits and vegetable traders presenhimeaket.

This was due to the reason that everyday there were new traders coming to the market. It
was also found outhat fruit and vegetable tradepgrform their businessn separate
locatiors. This provided an opportunitipr the researcher to choogmse to include in the

study. Purposive sampling was used whereby only those traders selling products on the
stall had a chance to be included in the study. Having a stall was an indication that the
traders do business continuousBystematic sampling pcedure was used to select the
traders whereby every trader in the second stall was interviewed. However traders in
Buguruni open market were selling fruits on the ground. Therefore at Buguruni open
market every second trader selling fruits on the groumd imterviewed. A total of 36
traders were involved in the study whereby 28 were located in Dar es Salaam and eight

from Unguja.
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3.4Data Analysis
3.4.1 Asseswg niche market requirements in terms of type, demand and quality of

fruits and vegetables
Descriptive statistics such as cross tabulation was used to show the percentage of fruits
and vegetables demanded by different niche markets while frequencies were used to show
the percentage of fruits and vegetables among other products sold by the arkbés m
and the qualities of fruits and vegetables that niche markets reQuiaditative method

using structural theoretical analysis was used to address this specific objective.

3.4.2 Assesmg institutional arrangements that develop and sustain tradeelations
between sellers and buyers
Institutionalarrangements dhe rules of the gamare the rules or procedures agreed and
practiced by niche markets and NMS during the period of tradiagment arrangements
and contract formation are examples oftitnonal arrangement between the niche
markets and NMS.Descriptive statistics wereused to describe thestitutional
arrangements used by the niche markets and Nivk®juey tables presented the niche
markets which work under contractual agreementskihds of contracts formed and the
demand forconsistent supply of produdhy the niche markets. Cross tabulations describe
the payment arrangements employed by the niche mafdeisn, median, minimum,
maximum and quartile weralso used to describe thigequency niche market receive
products from the NMS per montfio address this objective, qualitative method using

structuraltheoretical analysis was used
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3.4.3 Analysingthe effects of transaction costs on markets arrangements, linkages

and relationships among traders in the open and niche markets
Descriptive statistics such as frequencies and cross tabulations were used to characterize
the traders Asoftware package originallknown asStatistical Package for the Social
Sciences which was later ghied to Statistical Prodit and Service Solutions (SPSS) was
used to analyse this specific objectiVée null hypothesis that transaction costs effects of
market arrangements, linkages and relationship among traders are not significantly
different was ésted using-test. Market arrangements stand for contracts to sell fruits and
vegetables to a particular market therefore; the cost of contract formation was used as a
proxy for market arrangements. Market linkage is the ability of farmers to reach the
market; therefore the costs for market search (the cost of labour time invested to search for
trading partner), transaction frequency, and monitoring exchange (the costs associated
with monitoring agreement to ensure that each paifil its obligations)were used as
proxies for market linkage®©ther variables used as proxies for market linkages are the
costs of assets used for transactional activities and enforcemenfsemstisoning trading
partner that does not perform according to the agreemtamket relationshipnvolves the
establishment and maintenance of a profitable and long term engagement and interaction
with a buyer and this is possible only if
wants andadhere to them accordingly. Therefasts for market information and degree

of uncertainty to market the products were used as proxies for market relationship.

3.4.4 Analysingthe benefits of complying with the standards identified in this study
and thefactors affecting the benefits
Desciptive statistics such as mean, median, maximum and minimum were used to

describe the profit margin earned by traders from selling fruits and vegetables to the niche
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markets.SPSS was used tmaysethis specific objective. e null hypothesis thahere
are no differences irbenefitsgained betweeselling to the niche markeend selling to
the open marketwas tested using ttest Profit margins of six products were calculated
three of them being fruits (mangoes, oranges, and pineapples), and én@ngmroducts
were vegetables (tomatoes, onions, and carrots). These products were chosen due to their
high demand by the niche and open markets. Profit margins cadézelated a shown
below:-

Profitmargins = ux, —y,x,—TCE é 6 é ééééééeééecééecée. . éed

u; = Selling price of product i

¥; = Buying price of product i

x; = Quantity of productiin Kg

TC,= Transport costs of product i

The profit margin model didot includecostssuch as packaging costge to the fact that

no such coswvas incurred by the traders selling to thehe and/oopen markets

OLS regression was used to determine factors influencing the profit margins from selling
fruits and vegetables to the niche markets. The model equation was:

Y, =By + B1Xp1 + BaXpo + 3Kz + BuXps + Xz + Uy U,~iidN (0 a’)é é é é (7)
Where:

¥, = The profit margin foNMS n from selling either vegetables or fruits and vegetables to
the niche market.

X,1(NUNICHE) = Number of niche markets supplied by NMS n.

X,» (CONTRFORM) = Formation of cdract betwee?tNMS n and the niche market
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X,; (VOLFREQ) = Average volume of product qlied by NMS n in each deliveryThis

is a ratio of total volume of products tradada monthto frequency of supplying products
in amonth.

X,2 (PAYSCHE) =Paymentschedule for NMS n.
X,z (OTHBUSI) = Other busineghan fruits and vegetablegrformedoy NMS n.
B:(i=0,1,2,3,4,5)= Parameters to be estimated.

U, = Error term.



28

Table 5: Expected signs of the modedoefficients

Independent

variables

Signs and theoretical justification

NUNICHE

CONTRFORM
1=Yes
0=No

VOLFREQ

PAYSCHE
1=Credit basis
0=Cash basis

OTHBUSI
1=Yes
0= No

The coefficient for the umber of niche markesupplied is expected t
be positive.This is because NMS extend their market basethey
increase the nunaln of niche markets they supp Therefore an
increase in number of niche markets supplied by NMS will increas
profit marginfrom selling fruits and vegetables

The coefficient for contract formation is expected to be positive. Tt
because when NMS womidn contractual terms become assured of
market for the products and reduces the dssslue to produc
deterioration. This will ultimately increase their profit margins fr
selling fruits and vegetables.

The coefficient for the average volenof products supplied in eac
delivery is expected to be positiidigher volume of products trade
lowers per unit transport cost3his means increasing the avere
volume of products supplied in each delivery will lower per t
transport costs and hemincrease the profit margins.

The coefficient for payment schedule is expected to be pos
Paymentsdone on credit basis are associated with higher prices
payments donerocash basisThis is to account fothe time value of
money. Therefore NMS selling fruits and vegetables on credit |
fetch higher prices for their products than those selling on cash
and hence increase their profit margins.

Also NMS who are paid on credit basis do not dependisnbusiness
solely but sell the products on cash basis too. This widens the m;
than NMS who sell on cash basis only.

The coefficient for this variable is expected to be negailVgs is
because NMS will have many businesgesnanageand hence fail tc
pay required attention to the fruit and vegetable busifieiss will

reduce the profit margins from selling fruits and vegetables to the |

markets.

VIF and condition index were used to detect presence of multicollinesighown in

Appendix

1
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CHAPTER FOUR

4.0RESULTS

4.1 Descriptive Characteristics

Niche market channel outlets included in the study were tourist hotels and supermarkets.
A total of 87 niche markets were surveyed, whereby 84% were tourist hotels and 16%
were supermarketss shown in Tablé. This number indicates that tourist hotels dominate
niche market outlets in Tanzania. Again 75% of the niche markets were located in Dar es
Salaam.This is becausd®ar es Salaam is estimated to account for over 50%hef

C 0 u n tonsyrdpsiorof fruits and vegetabld&Cl Africaand DAipesa,2004).

Tourist hotels involved in the study were ranked according to their star levels, from one
star to five gar hotels as shown in Tabte However40% of the tourist hotelswvolved n
the study were not classifiehd out of these 10% welecatedin Unguja Over 56% of
the hotels were ramkl as three to five star hotedsid 18% of these were tdnguja

However inUngujanoneof the hotels was ranked a$i\ae star hotel.
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Table 6: Type and location of niche markets

Location of the niche markets (%)

Type of a niche market (n=87) Dar es Salaam Zanzibar  Total (%)
Tourist Hotes 60.9 23.0 83.9
Supermarket 13.8 2.3 16.1
Total 74.7 25.3 100.0
Tourist hotels ranks (n=73)

Unclassified hotels 30.1 9.6 39.7
One Star Hotels 1.4 .0 1.4
Two Stars Hotels 2.7 .0 2.7
Three Stars Hotels 15.1 8.2 23.3
Four Stars Hotels 17.8 9.6 27.4
Five Stars Hotels 5.5 .0 5.5
Total 72.6 27.4 100.0

A total of 63 traders were involved in the study where by 75% of them were from Dar es
Salaam and the remaining from Ungujasdswn by Table&r. Out of the63 tradergt3%

trade with niche market&\mong those séhg to the niche markets only % trade with
foreign export market This shows that only a few traders who deal with high value
products have access to the foreign niche mahked. study by Nevest al (2005) only

10% of the traders were found exporting the products. This observaatso®supported

by ECI Africa and DAipesd2004)that there is very limited export of fresh vegetables

from Tanzania.

Table7 shows thatwo thirdsof traders have at most 10 years since they started business.
This group is dominated by OMS forming 65% of the traders. ae half of NMS also

belong to this group. NMS dominate the group of traders who started business at least 10
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years ago, but none of them had more than 20 years of doing business. This shows that

business performed by the NMS has existed fong time.

The traders were found selling either fruits or vegetables while some were selling both
fruits and vegetablesSelling of either fruits or vegetables is mostly practise®MS

while selling both fruits and vegetables is mostly practised by ld&Shown bylable7.

This indicates that in the open markets there could be restrictqpuosed by the traders
themselvedo engage in both types of the produand thus specialization is encouraged.
However, if one has to become a NMS he or she has to be readgdmn both fruits and
vegetables. Again, all exporters were dealing with vegetables alone, and this reflects that
there is a highedemand for vegetables in the foreign niche markets than therefigiter

Other probable reasons for this could beyeagpply of vegetables to the foreign niche
markets throughout the year than it is for fruits and ability of the traders to meet the

required quality standards for vegetables than for fruits.



32

Table 7:The traders, years they star business and products they se(h=63)

Types of traders(%)

Location of the traders NMS Exporter OMS Total (%)
Dar es Salaam 254 4.8 44.4 74.6
Zanzibar 12.7 .0 12.7 25.4
Total 38.1 4.8 57.1 100.0
Years the business started (years)

17 5 9.5 3.2 23.8 36.5

6 -10 11.1 .0 20.6 31.7
117 15 7.9 .0 7.9 15.9
167 20 9.5 .0 3.2 12.7
Above 20 .0 1.6 1.6 3.2
Total 38.1 4.8 57.1 100.0
Types of products sold
Selling fruits only 4.8 .0 33.3 38.1
Selling vegetables only 4.8 4.8 222 31.7
Selling both fruits and vegetables 28.6 .0 1.6 30.2
Total 38.1 4.8 57.1 100.0

4.2 Types Demand and Quality of Fruits and Vegetables

Table8 shows that 93% of the niche markets demanded both fruits and vegetables. None
of the local niche markettemanded vegetables alone while among 14 supermarkets, 43%
demanded fruits alone. Supermarkets in Zanzibar concentrated on selling fruits, mainly

grapes and apples and have not diversified to locally produced fruits.

Table 8: Demand for high value products by niche marketgn=387)

Products used/sold by niche market (%)

Type of a niche market Fruits Both Fruits and Vegetables Total (%)

Tourist Hotel .0 83.9 83.9
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Supermarket 6.9 9.2 16.1
Total 6.9 93.1 100.0

Over 13 and 23 diérent types of fruits and vegetables were traded by the traders involved

in the study. However common fruits and vegetables traded by these traders include
mangoes, oranges, pineapples, tomatoes, onions and carrots. About 68% of the traders sell
one or moe of these products plus other fruits and/or vegetables to the niche or open
markets as shown in Tab® The remaining 32% sell other fruits or vegetables such as

apples, passion fruit, watermelon, lettuce, amaranths and cabbage.

The proportion®f vegetables in a dish vary from one hotel to another. Aba% 8f the
hotels reported to have been serving dishes with at least 208gefableqTable 9.
However, only 6% of the hoteserve dishes with at leas®% ofvegetablesOn the other
hand the sha of fruits and vegetables of all products stocked by supermarket isitmst.
supermarket sales of fruits and vegables account for abou®bof the total business.
Nishiura (2010) recons that Shoprite the first supermarket in Tanzania stocks 15r@00 ite

among them only 600 items (4%) are fresh fruits and vegetables.
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Table 9: Fruits and vegetables sold by niche markets and traders

Fruits and vegetables traded Frequency Percent (%)

Traders selling mangoes, oranges, pineape

tomatoes, onions and/or carrots

Yes 43 68.3
No 20 31.7
Total 63 100.0
Percentage of vegetables in a dish tourist hotels (%)

Upto 10 5 6.8
111 20 9 12.3
211 30 36 49.3
311 40 3 4.1
411 50 16 21.9
511 60 2 2.7
61 70 1 14
71 80 1 1.4
Total 73 100.0

Percentage of fruits and vegetables sold in

supermarkets (%)

Upto5 12 85.7
6-10 2 14.3
Total 14 100.0

Niche markets have mentioned several qualities of fruits they require. Qualities such as
big and medium size, fresh fruitspe and half ripe fruitsno scarspruises or damages
were mentioned byhe niche marketslt can be seen from TablE) that of all qualities

niche markets consided, the freshness of the fruits scored higher (59%) followed by

fruits with no scars, bruiseor damage from pest attack (40%).
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Table 10: Qualities of fruits considered by the niche markets

Qualities considered by niche markets Frequency Percent(%)

Size of the fruits

Yes 32 36.8
No 55 63.2
Total 87 100.0
Freshness of the fruits

Yes 51 58.6
No 36 41.4
Total 87 100.0
Fruits with no scars, bruises or damages from pest

attack

Yes 35 40.2
No 52 59.8
Total 87 100.0
Ripeness of the product

Yes 26 29.9
No 61 70.1
Total 87 100.0
M aturity of the fruit s

Yes 10 11.5
No 77 88.5
Total 87 100.0

Qualities of vegetables required are fresh vegetables including greenish colour in leafy
vegetables, ripe vegetabliéke tomatoes, clean and vegetables with no spots from pest
attack. About 85% of the nichmarkets consider freshness of the vegetable while 31%

consider spotlesgegetables as shown in Taldlg
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Table 11 Qualities of vegetables considered by niche markets

Qualities considered by niche markets Frequency Percent (%)

Freshness of the vegetables

Yes 74 85.1
No 13 14.9
Total 87 100.0
Ripeness of the vegetables

Yes 7 8.0
No 80 92.0
Total 87 100.0
Cleanness of the vegetables

Yes 9 10.3
No 78 89.7
Total 87 100.0
Spotless vegetables

Yes 27 31.0
No 60 69.0
Total 87 100.0

Only 18% of the niche markets do consider whether or not fruits and vegetables are
organically produced while the rest of the niche markets reported to haemsideration
as shown byTable 12. This means that many niche markéts Tanzania do not
concentrate much on organic nature of the products but concentrate more on outward

appearance of the products.

Table 12 Consideration of organically produced products by niche market$n=87)

Consideration of organic products (%)

Types of a niche meket Yes No Total (%)
Tourist Hotels 13.8 70.1 83.9
Supermarkets 4.6 115 16.1

Total 18.4 81.6 100.0
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4.3 Trade Relations between Sellers and Buyers

Niche markets source fruits and vegetables mainly from NMSudoah open markets.
Niche markets generally prefer sourcing products from the NMS (55%) compared to
sourcing from the OMS (45%)l'able 13 shows that the percentage of tourist hotels
sourcing fruits and vegetables from NMsirpasses the percentage of tduhstels
sourcing from open markets by 4%. On the other hand supermarkets sourcing from NMS
exceed those sourcing from open markets by 42%. This implies that it is less likely for
supermarkets unlike tourist hotels to source fruits and vegetables froorhidue open

markets.

Table 13: Sources of fruits and vegetables by the niche market channels

Purchase of fruits and

vegetables
Typesof niche markets NMS OMS Total
Tourist Hotels 38 35 73
43.7% 40.2% 83.9%
Supermarkets 10 4 14
11.5% 4.6% 16.1%
Total 48 39 87
55.2% 44.8% 100.0%

It is important to knowwhere the NMS source fruits and vegetables since most niche
marketsdepend on them. From Tabld it can be seen that only 11% of the NMS are
farmers meaning that they soa fruits and vegetables from their own farms. The rest
source fruits and vegetables directly from the farmers, from other traders and even from

the open market3his showghatfew benefits acquired by the NM8ach the farmers.
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Table 14: Whether NMS source fruits and vegetables from own farra or not

Frequency Percent (%)
Yes 3 111
No 24 88.9
Total 27 100.0

Table 15 shows that, among the niche markets sourcing fruits and vegetables from NMS,
only 10% do change NMS froseason to season otherwise 90% maintain their NMS.
This means that NMS are required to consistently supply niche markets with fruits and
vegetables throughout the year. However some of these NMS fails to supply the niche
markets throughout the year duestveral reasons such as seasonality of the products and
delayed delivery of the products causing some of these niche markets to go to the open

markets.

It is shown from Tabld.5 that anong the 48 niche markets sourcing fruits and vdxeta

from the NMS58% sometimesesort to gao the open market$Scarcity of the products

which also results to increased price of the products cause 21% of the niche markets to go
to the open markets seeking for fruits and vegetables. Again 21% of thenmackets

obtan their products fronthe open markets due to unreliability of the NMS and this is

despite offering them premium price for the products.

To lessen the problem of unreliable NMS 73% of niche markets decided to work on
contractual basis with NM8s shownn Tablel5. Most often the contracts involve fixing
prices of the products, stipulating terms of payments and the required quattes
guantitiesof fruits and vegetables. However ord§% of the contracts formed are formal

while the rest are informal raaing that they are formed layword of mouthOn the other
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hand, only 33% of th@7 sampled NMS form contracts with niche markets while the rest
form no contract with niche markets.

Table 15: Failure of NMS to supply the productsconsistently and ways to combat the

problem
Frequency Percent (%)

Niche markets change suppliers seasonally
Yes 5 10.4
No 43 89.6
Total 48 100.0
Niche markets buying from both NMS and OMS
Yes 28 58.3
No 20 41.7
Total 48 100.0
Driving factors to buy from OMS despite having
NMS
Market survey price comparison 10 35.7
Unavailability of products especially during the Ic 3 107
season
NMS are not reliable, they may fails to deliver the 5 014
products or bring them late
When the price of product is higher than normal 3 10.7
Emergence orders 5 17.9
Enhance choosing the quality standards we reqt 1 3.6
Total 28 100.0
Types of contractsformed by niche markets
Formal 7 14.6
Informal 28 58.3
No contract formation 13 27.1
Total 48 100.0
NMS forming contracts with niche markets
Yes 9 33.3
No 18 66.7

Total 27 100.0
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Contract formation between niche markets and NMS influences their payment
arrangements. It was observed that niche markets working with contracted NMS mostly
paythese NMSon credit basisvhile other NMS with no contracts are paid on chahis.
Table16 shows tha?1% and 32% of all niche markets with formal and informal contracts
respectively pay their NMS itihree to foumweeks aftedelivering the products wiai 626

of the niche markets with no contracts pay their NMS on cash tadislivery. However

6% of the nthe markets with informal and withocntracts pay NMS after 4 weeks. This
implies that NMS must be wetlagtalized in order to meet the demands tbe niche
markets. To facilitate this Berdegeieal. (2008) reports that the presence of SACCO in
Kenya has allowed the farmer organization to pay the farmers upon delivery despite the
supermarketsd del ayed paymentCCOhdvearaeimr e f i

influencing contract formation between NMS and niche markets.

Table 16:Relationship between types of contracts and payment arrangemenis=438)

Types of contracts(%)

No contract Total
Payment arrangements Formal Infor mal formed (%)
Payment on cash basis 0 18.8 16.7 35.5
Payments between2 weeks 4.2 18.7 4.2 27.1
Payments between 8 weeks 104 18.8 2.1 31.3
Payments after 4 weeks 0 2.1 4.2 6.3
Total 14.6 58.3 27.1 100.0

Despite the fact that most pagnts by the niche markets are done on credit HdMS
still haveto meet the frequency of supply as per niche market requiremestbée 17

shows the frequency niche markets receive fruits and vegetables from the THBIS.
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lowest frequency per month oéaeiving products from NMS is one. This means in a
month niche markets receive fruits and vegetables from the NMS only©@ndke other
hand, the maximum frequency of receiving products from NMS is 30 days implying every
day of the monthHalf of the nidhie markets receive products from NMS between nine
days per month and every day of the moasishown by the first and third quartile.

However omaveragefrequency of supply per month is 20 days.

Table 17:Niche markets frequency 6 receive products from NMS(days/month)

Valid 48
Missing 0
Mean 19.81
Median 30.00
Mode 30
Range 29
Minimum 1
Maximum 30
Percentile®5 9.00
50 30.00
75 30.00

NMS are rationathey look for more markets and even other businesses to inchease t
profits. It is seen from Tabl&8 that 33% of the NMS supply fruits and vegetables to more
than 3 different niche markets. This is the way to enlarge the market base for the NMS.
Again 70% of the NMSselltheir products to both niche and open markataong them

32% reported to sell products to both niche and open markets so as to widen the markets
especially during the high season for fruits and vegetables when the demand in niche

markets is lowDuring the high season most niche market consumergtid products
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from the open markets because at this moment quality and price of the products are both
favourable in the open markefBhis is comparable to a study by Berdegjual., (2008)

who reports that tomato producers in India who had successéailigdjaccess to a major
supermarket chain opted to divert some of the produces to traditional markets so as to
improve cash flowHowever53% of the NMS started business in the open markets and
these places currently act as their offices. All the prodeets to the niche markets pass
through these offices firdor sorting and cleaning. Agaie% of the NMSreported to

have been selling low quality products to the open markets while selling higher quality
products to the niche markets. This was also reddsy Emongoand Kirsten(2006) who
contends that poor quality products that do not meet specified grades and standards of

niche markets are taken to alternative markets such as traditibokesale market.

It was observed that 30 of the NMS involveliemselves in activitiesther than trading of
fruits and vegetables as a means to get more prAfjitscultural related activities such as
processing agricultural products, selling agricultural products and livestock keeping are
practised by 88% of the N® Only 13% of the NMS involved himself in non agricultural

activities.
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Table 18 Ways used byNMS to increase thér profits

Ways to increase profit Frequency Percent (%)
Number of niche markets supplied by a single NMS

Suplying upto three different niche markets 18 66.7
Supplying to more than three niche markets 9 33.3
Total 27 100.0
Selling to both niche and open markets

Yes 19 70.4
No 8 29.6
Total 27 100.0
Reasons to sell at both niche and open markets

Convertional market was the first place to start the

business and acts as the office 10 °20
During thelow season, demand is very low in the niche 4 11
market hence channel through conventional markets

The low quality after sorting the productsisannelle to 3 158
the conventional markets

To find more markets for the products 2 10.5
Total 19 100.0
Any other business performed by NMS

Yes 8 29.6
No 19 704
Total 27 100.0
Kind of business performed

Agricultural activities 7 87.5
Non agricultwal activities 12.5
Total 8 100.0
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4.4Market Arrangement, Linkages and Relationship

Niche markets incur some costs during the formatiothe contracts. Tabl&9shows that
80% of the niche markets incur an average of lessTsarnb0 000in forming acontract
with the NMS.About 9% of the niche marke reported to use at least T4i@0 000 in
forming the contracts with NMSontract formation costs include the manpower used to
train NMS the qualities of fruits and vegetables required and somesinoegng them

where exactly to source them.

When the contracts are formed they specify ftequency NMS deliveproducts to the

niche marketsThis variesfrom one niche maket to another. From Tablkd, 67% of the

NMS deliver products to the niche matkat least three times a week. Among them 48%
supply fruits and vegetables to the niche markets everySigplying products every day
increases transaction frequency arsdtr@nsaction frequency increase transaction costs
also increaseOn the other hah 33% of the NMS supplyiche marketsiot more than

twice per week and hence have to search for more niche markets to supply the products to

maximise their profits.

Searching for new markets or new customers involve some costs with it. These costs
include the costs of moving from one niche market to another including visiting newly
opened niche markets. However this costs of searching for new custonmertsriisd by

only 30% of the NMSThe rest of the NMS reported to incur no costs in getting new
custoners or markets for their products. Reasons for this include the fact that some of
these NMS get their new markets through their existing custowtaie others do not

bother looking for new niche markets to supply the products.
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Table 19: Transaction costs and frequency

Costs incurred by niche markets and NMS Frequency Percent(%)

Costsincurred by niche markets informing contracts (Tshg

17 49000 28 80.0
50 0001 99 999 4 11.4
100 00Gi 149 999 5.7
150 000 199 999 1 2.9
Total 35 100.0
Transaction frequencyamong NMS

Everyday 13 48.1
4 days / week 2 7.4
3 days / week 3 11.1
2 days / week 3 11.1
1 day / week 3 11.1
Twice / month 1 3.7
Once / month 1 3.7
3times/ year 1 3.7
Total 27 100.0
Costs incurred by NMS for searching for new markets (Tshs)

No costs involved 19 70.4
171 9999 4 14.8
20 0001 29 999 3.7
40 0001 49 999 1 3.7
50 000 and above 2 7.4
Total 27 100.0

From Table20only 13%, 2%, 10%, 18%, 5% anécf traders selling mangoes,amges,
pineapples, tomatoes, onions and carrots respectively have succeeded to sell at least 500
kilograms or pieces of fruits and vegetables per week. Among traders who succeeded to
sell at least 500 kg or paf mangoes, oranges, pineapples, tomatoesnsrand carrots

only 8%, 0%, 5%, 3%, 0% and 0% are OMS respectively. This shows that most of the

traders who sell at least 500 kg or pieces of fruits and vegetables per week are NMS. This
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is with exception of mangoes. Out of 13% of traders who succeedsd &t least 500 kg
of mangoes per week 8% are OMS.

Table 20: Volumes of products tradedper week(n=63)

Types of traders (%)

Quantities of products NMS OMS Total (%)

Mangoes in kg

0 12.7 38.1 50.8
17 500 254 111 365
50171 1 000 4.8 3.2 7.9
1001 and above 4.8 4.8
Total 42.9 57.1 100.0

Orangesin kg

0 17.5 47.6 65.1
17 500 23.8 9.5 33.3
5017 1 000 1.6 1.6
Total 42.9 57.1 100.0

Pineapplesin kg

0 15.9 49.2 65.1
17 500 22.2 3.2 254
5017 1 000 16 3.2 4.8
1 001 and above 3.2 1.6 4.8
Total 42.9 57.1 100.0

Tomatoesin kg

0 111 50.8 61.9
17 500 175 3.2 20.6
5017 1 000 12.7 1.6 14.3
1 001 and above 1.6 1.6 3.2
Total 42.9 57.1 100.0
Onionsin kg

0 14.3 49.2 63.5
17 500 23.8 7.9 31.7
5017 1 000 4.8 4.8
Total 42.9 57.1 100.0

Carrots in kg

0 14.3 47.6 61.9
17 500 23.8 9.5 33.3
50171 1 000 4.8 4.8

Total 42.9 57.1 100.0
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Most traders are certain on markets for their products. About 78% of the traders are more
than 804 certain that they will sell their produas shown in Tablgl. Only 10% of the

traders had certainty below 61% that they will sell their products.

Table 21: Certainty of traders to market their products

Certainty to market the products (%) Frequency Percent (%)
2171 40 2 3.2
417 60 4 6.3
6171 80 8 12.7
8171 100 49 77.8
Total 63 100.0

4.5Benefitsof Selling to the Niche Markets

Table 22 showsprofit margins earned by traders from sellingituand vegetableEhe
medianfor vegetables is TsH15 240 higher than that for fruits. The minimum profit
margin earned by a trader per week from selling vegetables is 13 400. This is still higher
thanthe minimum profit margin (Tsh6700) earned by a trader per week from selling
fruits. However the maximum profit margin earned by the trader selling fruits per week is
higher than the maximum profit margin earned by the trader selling vegetables per week
by Tsh 1 608 000.The sum of the profit margin earned bytedders selling nits is Tsh.

9 208 133 higher than the sum of the profit margin earned by all traders selling vegetables.
This might be due to large number of traders selling fruits than those selling vegetables.
The combined profit margins earned from selling fruits eagetables per week from the

63 traders sums to TsB4 711 617.
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Table 22 Profit margins from fruits and vegetables

Profit margin from vegetables  Profit margin from fruits

n 26 35
Missing 37 28
Mean 490451.60 627425.01
Median 369840.00 254600.00
Minimum 1340000 670000
Maximum 241200000 402000000

Sum 1275174200 2195987500
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CHAPTER FIVE

5.0DISCUSSION

5.1 Niche Market Requirements for Fruits and Vegetables

5.11 Types of fruits and vegetables demanded by nicheamkets

A total of 13 different types of fruits and 23 types of vegetables were mentioned by NMS
as the major products supplied to the niche markets. These range from fruits and
vegetables commonly useddaavailable in the open markets suchnzngoes, orages,
pawpaws, amaranths, tomatoes and white cabbage. Few additional products demanded by
the niche markets and yet rarely found in the open markets include zucchini, broccoli,
cauliflower, red cabbagegbtroot, red and yellow peppeasd lettuceAlthough they are

exotic vegetables they are grown in the country by the farmers such as those located in
Lushoto and MwanzaNiche markets consume even the indigenous vegetables such as
okra, amaranthgfrican eggpant, potato and pumpkin leaves and night shédeveverit

was observethatniche markets ilngujaconsume less diversified vegetables than niche
markets found in Dar es Salaam. Vegetables such as Ethiopian mustard, pumpkin leaves,
potato leaves and night shadergvearely used by niche marketsUmguja. Most of these

niche marketsise exotic vegetables such as broccoli and zucchini.

Foreign niche markets on the other hand, concentrate more on vegetables than on fruits as
none of the exportersampled sells fruito the foreign niche markets. Expens reported

to have been facing high competition at the foreign niche markets despite sorting and
grading of the productdue to low quality of the products coming from our farmé&ier

example, exporters of onions reported to have been exporting theshgyade of onions
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to Seychelles but these onions are still of low quality compared to those coming from
Madagascar and South Africa.

5.1.2Imported versus locally produced fruits and vegetables

Niche markets were found selling different types of préesluanging from manufactured
products to fresh fruits and vegetables. The study found out that fruits and vegetables
contributes 5% of the total supermarket s
other processed/manufactured products. It evitable that most of these manufactured
products are 1 mported. This is because o
processing/manufacturing sector. On the other hand the 5% share of fruits and vegetables
consist of locally produced and importesgucts. Supermarkets reported to import fruits
such as apples and grapes from South Africa. Such imported products are preferred to
locally produced products due to the quality attributes that are demanded by customers.
For example the imported apples dnigger in size than the locally produced apples.
Therefore the little share of fruits and vegetables sold in the supermarkets and the
imported products hinder NMS to supply more products to these niche markets and hence

impede them from earningore incone from the high value business.

5.1.3Quality standards of fruits and vegetables for niche markets

Niche markets are known to demand high quality fraitgl vegetableas compared to

open market as shown in Appendix Miche markets involved in the studgported to
demand fresh fruits and vegetables, meaning that, vegetables have to be harvested the
previous night or early in the morning of the day of delivery. This is consistent with the
study by Neveet al (2005) that the Kenyan farmer supplying te fupermarket deploys

his entire workforce early in the morning to the vegktaarvesting activity and in two

hours they have picked and bunched enough leaves to meet the order and have loaded

them on a truck. Other required qualities identified by nroaekets involved in the study
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include mature and ripe but firm produetspecially fotomatoes, mangoes apdwpaw
which are used for vegetable and fruit salads. However, other niche markets reported to
demand half ripe products which can stay for twdht@e dayswithout going bad. For
examplebananas should have some greenish yellow colour indicating that they are half

ripe.

Other qualities reported by niche markets are colourfuisfrand vegetables for example
greenish colour in leafy vegetablesdabroccoli, white colour in cauliflower, greenish
cabbage and reddish colour in watermelon. Niche markets require big size fruits and
vegetables although others prefer medium size products such as zucchini and watermelon.
Supermarkets specifically repadtéo require big but uniform size product®is is to

avoid competition within the same kind of produdigche markets also look at the shape

of the productdor examplelettuce are preferred when the leaves are fully closed just like

in cabbage.

Niche markets stated that fruits and vegetables should have no damages or spots from pest
attack, a problem especially found at the lower side of the leafy vegetables. Fruits and
vegetables should be clean and some niche markets require organically produced
vegetales. Tourist hotels for exampteported that inorganic vegetables lose taste to the
extent that spices must be used to improve the taste. Qualities of onions preferred by
foreign buyers include onions with completely dry outer skins and shotiloe double or

multiple onions meaning that they should not be two or more bulbs joined at the base.

Niche markets reported to consider variety as important aspect in fruits and vegetables.

For instance tourist hotels prefer juicier watermelon varietigstfbreign niche markets
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prefer Hybrid F1 cabbages. This breed produces cabbage whose outer leaves are strong

enough to be transported to foreign niche markets.

According toZossand Pletzige(2007)there has not been practical and systematic quality
control in the vegetable s@r for most African countriegus qualityjudgmentsare still

based on visual appearanoaly.In these countrieshere are no standards that laid a
foundation on such requirements as tomatoes shsutitlivered in plastic ci@sor there
should be documentation of pesticides application and water analysesiidiadainville,
2006).In African countries the main qualitative losses observed include sensory attributes
such as colour, ovelipening, size and shape defectagimiaet al, 2001). This is
different from the OECD country membesho publisted and disseminatewidely the

standards agredyy its members (OECD, 2011

5.1.4Discounting and rewarding standards

When products do not meet the required standards, nicheetmiadnd to return the
products to the NMS. This is identified through inspection done immediately as the
products reackhe niche markets. For examptewn discolouration of an apple as a result

of damage during transportation when watermelon is foundith white rather than red
colour when cut. Wen such qualities are identifiettie fruit is returned to the NMS. A
study by Janand Mainville(2006) reveal that supermarket has a tolerance level ofr2% o
the producdut if the share of the produce that wegcted rose to more than 2% then the
supermarket would not pay for the rejected portion of the produce. Again cooperatives in
India that exported grapes to Europe faced high rates of rejecdanking up tdB80%

during the first five years of export ¢ et al, 2006.
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In some supermarketshen the produst stay without being sold for lorfpey lose the

quality denanded forcing NMSo replace the at their own costs. This discourages many
NMS as they bear the total loss of the products something vehiglrmarkets do not
experience.

On the other hantiMS who meet quality standards of fruits and vegetables benefit from
market assurance and connections to other niche markets. NMS reported to have started
with a single niche market but then got linkedbtber niche markets by their customers.
This shows that NMS have been able to meet the required qualities of fruits and vegetables
to the extent of winning confidence of their customers who link these NMS with other
niche market3.herefore without formaland informal mechanisms that punish defect
behaviour or reward desired behaviour the traders cannot make credible commitments

which leads to an undersupply of the prod¢¥slini and Fischer, 2012

5.2 Transactional Arrangements

5.2.1 Contracts betweemiche markets and suppliers

Unlike buyers in the open marketsche market buyers form contracts with NMS of fruits
and vegetables. The contracts formed are either formal or informal. According to the niche
marketsbefore drawing a formal contraciche narkes normally advertise a tender for
the supply of fruits and vegetables and end up receiving large numbgeropbsaldrom
different NMS. Theproposal is composed applicationletter, the price list oproducs to

be suppliecandproductsamplego verify quality standardsAfter choosing the right NMS
niche market buyers and NMS agree on terms and conditenthe supply of the
products which includeconsistency of supply andsupply schedulérough formal
contractNMS are assured of the market tbeir producs throughout the year. However
niche markets are alied to purchase any prodidMS fails to bring. When this happens

the NMS has to pay back the money to the niche market. NMS complained that the prices
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they pay back to the niche marketsedwo failure of supplying the products are always
twice or thrice the market priceghis isalso used athe strategy by the niche markets to

make sure that the NMS stick to the agreements according to the contract formed.

Informal contracts on the othédand, are made between buyers and NM% byord of
mouth. In this studgome NMS reported to form informal contracts with the niche market
buyersby agreeing on quality of productsamb st often it i s NMS wl
price lists to the niche mieets. The NMS reported to stick to their prices as stipulated on
the price list This means every product is sold according to the agreed pheeagreed

price is always above the market price to cater for the seasonality of the products. When it
is high season NMS gain more prafibecause market prices are low but when it is low
season NMS3et no profit at all or might face losskst hoping to gain the profit during

the high seasorHoweverduring the high season niche market buyers end up buying the
products from street vendors at lower than the price agreed with the NMS. Hence NMS do
not receiveorders for particular products and because of thisNdSo compensate for

the loss incurred during low seasoii$is shows that informal contract givedocmphole

for the nichemarkets to oppress the NMS and at the same time lethengMS uncertain

of the market for their products.

These observations are consistent with the study by Briones (2009) who found out that a
formal contract in Philippines reqes tomato farmers to sign a marketing contract over a
specific weekly volume and price brand. Informal contract with no written contract in
South Africa is seen bgeen Freshmark and 300 groweisweverfarmers are informed

of the volume requirements amgiality attributes such as size and colour (Paoeteal,

2004). When supplies meet the standards, the hotels pay the priceagsga@ between

farmers ad hotels (Berdeget al, 2008). Other studies reveal that the prices are agreed in
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advance for @ps such as bananas and pineapples where market prices fluctuate very
little, while market based prices are paid for other crops where price fluctuations are very

common (Shepherd, 2005).

In Ungujaniche market buyers form a close relationship with OM® wupplythem with

fruits and vegetables. This relationship is an outcome of repeated exchanges with OMS
and which result into contracts based on reputation amstl ffuom the contracts OMS
supplyniche markets with the producS8imilar relationships Is&d on trust were observed
between farmers and Freshmark, a subsidiary of Shoprite supermarket chain in Zambia as

a result of the reputation built over many years (EmangbKirsten2006).

However 27% of theNMS are not ready to work on contractual egnents with niche
markets. This is because of price instability of fruits and vegetables in the markets. This
observation is supported by Shepherd (2005) who reports that Foodworld supermarket in
India had no contractual relationship with farmers whotheemajor suppliers of fresh
products. This study found out thatvorking without contractual agreements create
loophole used by the woist hotels to oppress the NMSorFexample NMS reported that
when new hotemanagement come to power existing Nsii® teminated and the hotel

obtain their supplies from the open market or from a different NMS.

5.2.2 Exchange arrangement

About 70%of the NMS sdling to the niche markedlso channel their products to the open
markets. These NMS reported to have been usinge market as a means to save
money. Niche markepgay 65% of theNMS on credit basiafter an agreed period of time
sayweekly or monthly after delivery while open market buyers pay these NMS on cash

basis at deliveryNMS reported to have been recetyihigher prices when the payments
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are on credit basis than when the payments are on cash basis and this is to account for the
time value of moneyThe money obtained from niche markets is directly deposited in the
banks and hence facilitate savings while money obtained from open market buyers is
seldom depositedlhis shows that it is very easy for the NMS to save their money than
OMS. NMS reported that their savings have increased as they rarely withdraw money
from the bankout use the money obtainetbm the open market buyers to purchase other
products to bring to the markets and for other uses.This observation is supported by
Jan@nd Mainville(2006)who report that the incentive to sell to the traditional markets is
augmented by the fact that operankets pay in cash on the day of delivery unlike

Hortifruti supermarket which pay after eight days friima day of delivery.

5.2.3 Ensuring quality and standards of fruits and vegetables

Niche markets reported to have been visiting the places where HW& s/egetables.

This was don#o ensure that vegetables are grown in places with good sanitation and with
clean irrigated water. The same observatimese reported by Nyoet al (2004) that

tourist hotels in Kenya make impromptu visits to the suppliesce promoting the
production ofquality and hygiene products. NMS from Lushetbo were also farmers
reported that some niche markets especially supermarkets visit them to make sure that
products are grown organically.Such organically produced prodacksde broccoli,
lettuce, cauliflowerzucchini and pepper&@n the other handfMS maintain their markets

by watching one another to make sure none produce the products inorganically

Quality attributes associated with where the products are gmawthe production
procesesare not observed in the operarkets due to the nature thiis kind of market.
OMS themselvesmay not know where exactly the products are coming from or the farmer

who grew the products and hence make it even more difficult faptie market buyer to
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check on quality standards of the produ@tsis is quite different from the niche markets.

At least ondourist hotelhas reached an extent of sending samples of fruits and vegetables
to Superintended General Supplies (SGS) and Hafaaatysis and Critical Control Points
(HACCPs) to check the qualities of fruits and vegetabléss niche market isormally
advised as to what temperature conditions the ptedilould be stored and identifid®
presence of microbial contamination. Ap&om that the same niche market reported to
store samples of fruits and vegetables for a month before disposing them so that they
remain for reference in case any customer faces a problem after eating food from them.
This shows that niche markets in Zania have started to understand the importance
ofsending products for verifying the quality standards of products although their number is
still low. A study by Nyoret al (2004) reveals that hotels and supermarkets in Kenya had
not yet started laboratprbased analysis to test the levels of chemical residues and

microbial contamination.

5.2.4 Amount of products decaying

NMS benefit from market assurance and hence minimise the amounts of fruits and
vegetables which go bad. When the NMS receive ordeysdfree assured of selling the
products. They reported to go to the market at eleven in the morning and buy the products
and by twelve noon they have either sold or delivered all of their products to the niche
market buyers. This reduces the rate of postdstrlosses of fruits and vegetables when

still in the hands of the NMS. This is quite different from OMS who stay with the products
from morning to evening and sometimes would remain with the products without selling
all of them within a day. Similar obsations are reported by farmers selling to
supermarkets in Kenya that the time spent in selling vegetables wasdadtn a day to

an hour (Neveet al, 2005).
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5.2.5 Market levies

About 30% of the NMSwvho sell to the niche markets only do not pay farket levies.

This is unlike the case with OMS who pay various market levies. For example, OMS from
a famous Kariakoo market reported to have been paying two different market levies.
These include market fee of about T80 paid daily and the productstemce fee which
ranges from Tsh800 to Tsh. 1000 per bag depending on the size of theVizaget fees
cover for the stallused by the traders, cleanness of the market and security of their
products during the night. Market entrance fee is for unloath@groducts to the market

as the trucks bringing in the products are not alloteednter the market. Therefoom
averge OMS pay a minimum of Tsh. 4300 per month as market levieghis is
supported by Eatoet al (2007 that in Tanzania the tradersust be registered to be
granted permission to trade at the market. They pay a daily fee to the market authority for

cleaning and security.

5.2.6 Market search

NMS must develop techaues to search for new markébs their products. For instande

was bund out that NMS pay multiple visits to newly opened niche markets. This is in
order for niche market buyers to grant them opportunity to supply fruits and vegetables.
This is a technique used by NMS in searching for new markets for their products. As
Newveret al (2005) state some entrepreneurial farmers took samples of their produce to the
supermarket in order to get a trial order. The fasmveho are successful in meetitige

guantity, quality and delivergcheduleare linked to the supermarkets.

Another technique used by NMS was to send price lists of the products to the existing
niche marketswhen the prices are favourabiehe markets tend to acceporking with

these NMS. Howevesome NMS repded to lose their niche markethrough this
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techniqe. This happens when one NMS knows the price lists of the products of another
NMS supplying to a particular niche market; using this information, this NMS may lower

down his prices to win over this market.

5.2.7 Enforcing agreements

NMS incur enforcemet costs where agreements are not fulfilled by the parties. Dilvéng
course of their activitiesome niche market buyers fail to pay NMS on time, leading the
NMS to break business relationship withgbeniche market buyers. Howewveputation

can only vork if niche markets are scared of losing customers when publicly known to
avoid paying suppliers. Other NMS report that when the agreed prices for the products
change it becomes their obligation to make sure that the changes are also made in
compute sysems of the niche marketgherwise they will be paid according to the prices
previously recorded. In Zambia, the procurement system is also computerised and this
helps the niche markets to keep track of inventory for example, how much was supplied

and soldthe buying price anthe remaining amounts (Emongod Kirster2006).

5.2.8 Access taredit

Fruits and vegetable business requadset of capital torealise the profitThis is because
fruits and vegetables are seasonal. Their perish ability ddesllow traders to stock
products and sell thet a higher price during the logeason. Therefore the traders are
left with only one option of searching for the products and buying titemhigher price
during the lowseasons. This situation make thaders look for credits to support their
businesses. These traders reported to have access to credits throiagmahénancial
institutions whereby the traders receive group lodhss is a loan obtained from the bank
but have to be divided to sevetedders. However the traders do not prefer this kind of

loan due to difficulty in making surthat every trader in a group repays the loan. This
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leads the traders to take loans from individual persons. However these loans are
characterised by very high erest ratesThe interest rates paid by the traders are higher
than the interest rates chargeddaynks. Therefore fruits and vegetable traders incur heavy
burdens to repay these loans. This is supported by MAFS (2002) that access to formal
credit facilities by the horticultural traders was vaelificult hence the tendencyas to

borrow from the informal credit facilities at a higher price.

An example is drawn from the OMS who borrowed from individual persons. The OMS
took more than oneoln due to smabizes of loans. ThOMS took a loan of TsH300

000, Tsh500 000 and Tst600 000 which all together sums to T& million. The OMS

repays the loan for fivemonths whereby every Monday he repays Tsh. 40 500 and Tsh. 43
000 every Wednesday. This meanseryweekthe OMS repays Tsl83 500 and hence

Tsh. 334 000per month Repayinga loan of Tsh. 1 400 000 for fiv@months with equal
instalments of Tsh. 334 000 per month is equivalent to a loan payable at an interest rate of
75%. At the end ofive months the total interest paid by the OMS is equal to Tsh. 273
092.45. When the same amount of loan (Tsh. 1 400 000) is obtained from CRDB Bank for
an interest rate of 14% payable in 5 months, the OMS would have paid the equal
instalments of about Tsh. 289 878.per month. At the end of 5 months the total interest
pad by the OMS would be TsH9 378.88. If CRDB Bank would raise the interest rate to
about 20%, the OMS would have paid the equal instalments of about Tsh. 294 154.26 and
five months interest ratef @sh. 70 771.28f CRDB Bank would raise theterest raté¢o

22%, the OMS would have paid equal instalments of about Tsh. 295 586.49 monthly.
Total interest paid at the end of fimeonths would have been Tsh. 77 932 fberefore

the actual interest palgy the OMS is 3.5 times the interest he would pay if at all the loan
would have been taken from tf@mal financial instituton and hence a need to link these

OMS withformal financial institutions.
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5.2.9 Information and communication

Niche markets remve both local and foreign customers while open marketswith exception
of those found in the city centre rarely receive foreignausts. Niche markets therefore
struggle to serve both types of customers better through emplogapepwho can speak
foreign languages especially English and Frenefth the aim of facilitating
communication between the niche market and their customers. Conversely OMS
particularly from Kisutu market were found communicating in foreign languages with
their customers. The langges metly used were English, Chineard Hindi. These OMS
were ableto at least identify names of fruits and vegetables and to tell the prices of the
products in those languageThus a grasp of foreiganguages facilitates the exchanges
between the OM&nd the foreigrbuyers. The use of foreiganguages is also a sign of

the presence of foreign buyers in the open market.

NMS sometimes fail to acquire all the required qualities and/or quantities of fruits and
vegetables as per requisition ersl. In cae of shortageshe NMS inform niche market
buyers about the shortage of the products at least a day before in order for the niche
markets to find alternative sources of supply of the products. For example tourist hotels

prefer to get the supplies as gaak possible for them to effect changes in their menus.

5.2.10 Fresh fruits and vegetables losses in supermarkets

The selling of fresh fruits and vegetables in the supermarkets require cold shelves and
reliable power in order to maintain the qualitiédresh fruits and vegetables and extend

the shelf life of the products. Some supermarkets stopped selling fresh fruits and
vegetables because of unreliable power supply. They used to incur losses from selling

fresh fruit and vegetables and decided toelitss business. Other supermarkets, knowing
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the impotance of fruits and vegetablen their shelves but yet could not bear the losses,
decided to leave this business to independent persons. These people were allocated spaces
in the supermarkets and thenere allowed to bring in their own shelves and sell fruits and
vegetables. They pay rent to the supermarkets for the space they use. However individuals
selling fruits and vegetables in supermarkets operate without cold shelves and thus
catalysing deteri@tion of fruits and vegetables. These individuals are forced to this kind

of shelves due to small space provided by supermarkets, high costs of buying the cold

shelves and high electric costs.

To support these observations, a study by Kasahah (2001) report that a major cause

of fruits and vegetables losses is unavailability of cold storage fagilitiehe production
areas and ithe markets in urban areas. Similar observations were made in the study by
Shepherd (2005) who reveals that supermarketndia lacked cool chain so losses were
high, although significantly less than in the traditional supply chains. According tetRoy

al. (2006) insallation of cold chains and pedoling facilities lower the rejection rate of

grapes from 80% to 10% drater to less than 1%.

5.2.11 Suppliers of fruits and vegetables to niche markets

About 55% of the ithe market buyers work with several NMS of fruits and vegetables. A
single type of fruit or vegetable may have several NMS who take turns in britiging
products to the niche markets. These NMS may eibeetraders or farmers. However
common NMS(89%) are traders or agents. These are the middlemen buying the products
from the farmers while others buy the products from urban open markets and channel
these products to the niche markets. Very fewfarr(tet8o) have been able to supply the
products directly to the niche markets. Other niche markets reported using shareholders

producing fruits and vegetables as their NMS. These are the people who owrotHaees
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tourist hotels. Shareholders bring in the products to the hotels whenever the produce is

harvested. They do not supply the hotels regularly but only do so seasonally.

Similar to the findings is the study by Newtral (2005) which indicates thregpes of

FFV suppliers to supermarkets in Kenya where by 14% of supplies come from importers,
43% from agents and other middlemen while farmers supply the remaining 43% of the
products directly to the supermarkets. In Zambia farmers supply fresh frudts an
vegetables directly to the localdependent supermarkets (Emoragat Kirsten, 2006 In

India small farmers play an important role as suppliers in gigwnodern supply chains
(Swinneret al, 2010). These examples reveal that farmers in Kenya, Zambidndia

have succeeded in tapping into theha market channels. As Emongod Kirsten(2006)

report when Freshmark started centralization of its procurement system, they dropped all
small scale farmers who used to supply them. These farmers endelingptgeiaditional

wholesale and open markets.

Again some niche markets reported to have been working with NMS seasonally. There are
seasons when niche markets go to the open markets on their own and there are times when
niche marketaise NMS. During tgh seasons for tourists some niche markets reported to
have been using NMS but during low seasons they do not use them. High season months
for tourists inUngujaare December to February and July to September. These are the
months some niche markets reedrto have been using NMS while the remaining months

they go to the urban open market on their own.

5.2.12 Delivering products to the niche markets
Two major options are available for the NMS to deliver products to the niche markets.

NMS reportedtodelier t he products to niche markets
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market buyers pick the products by themselves. Niche markets in Dar es Salaam prefer
NMS who deliver the produstto their premises. In Ungugme niche markets pick the
products from WS. As Hillbom (2011) reports the strategy of customers picking the
products by themselves is advantageous because it serves time as well as costs of
transportation. Agai n, delivering the pr
products more expend. A less common strategy observed was ferrying of fruits and
vegetables by NMS in public transports and niche market buyers picking up the products.

This was more frequently observed when niche markets are located far from the town.

5.3Market Arrangement and Transaction Costs

5.3.1 Cost incurred by niche markets tdorm formal versus informal contracts

A total of 35 niche markets usermal or informalcontracts to work with NMSDuring

the formation of contracts there are some costs niche marketsaiticunean of Tsh. 32

857 and Tsh. 21 786 for formal and informal contracts respectaglshown inTable
23.These costs arise from activities such as niche markets visiting the NMS to ensure that
vegetables are sourced from good sanitation, time takeanchg markets to clarify and
show NMS the kinds andualities of products demandadd sometimes niche mnigat
buyersshow NMS where exactly to source the products. These activities have some
associatecbsts with themA test was undertaken t@e whethetthere is adifference
between theostsincurred byniche markets to form formal versugormal contracts with

NMS.

Table 23: Mean cost of forming contracts

Cost of forming contracts n Mean

Formal Contracts 7 32857.14
Informal contracts 28 21785.71
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The test results support the null hypothesis5% level of significanceéhat contract
formation costs are ndtifferent between niche markets using formal versus those using
informal contracts with the NMS. This means that nicheketarusing informal contracts
incur equivalent costs as niche markets using formal contracts with the(NAb&: 24).

This is due to the fact thatame markets forming formal versugormal contract under go
more or less the same procedures during confioamation.Niche marketgorming either
formal or informal contractake time to clarify and show NMS the kinds and qualities of
products demandednd agree on price and quality of the produtdsbe suppliedand
payment and delivery schedsléloweverin informal contractheseagreements are made
by the word of mouth onlyTherefore the costs incurred by the niche markets to form
formal or informal contract are tharme. Thoseinhe market®pting for informal contract

do soas a result of thiear oflaw when they fail to perform according to the contract.

Therefore gven thd the costs incurred are not differemliis result suggests that it is
beneficial for niche markets to use formal rather than informal contracts withNNGAS.
markets using fonal contracts enjoy benefits such as assurance of qumabijucts,
payment on credit basis and fixed prices of proddathe markets sing informal
contract do not get these benefits although they incur similar costs as those forming formal
contract.Again since contract formation costs are not different then it mgansaction

costs which arise from formation of contracts are similar between niche markets using
formal versus thosasinginformal contracts with NMS. Hence niche markets should opt

for formal contracts rather than informal contracts with NMS.

Table 24: Contract formation costs when using formal versus informal contracts

Levends Test
for Equality of
Variances t-test for Equality of Means
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Sig. (2 Mean Std. Error
F Sig. t df tailed) Difference Difference

Cost of forming
.005 944 807 33 425 11071.429 13713.513

contracts

5.3.2 Contract formation costs to NMS

Most NMS reported to have incurred no costs during formation of contihabsly
needed consensus beenNMS and the niche marketa pen and a paper and samples of
fruits and vegetables for quality verificatiohll these have some associated costs but the
NMS could not account them to tangible cosisly three out of nindNMS forming
contracts with nibe markets could quantify these costs. Té& reported that the time
taken to negotiate until consensus is reached and the costs of the sample pr@ducts
insignificant. As Sexton (2009) observes, the costs of control and use of contracts are

difficult to measure in quantitative way as vertical relationships exist on a continuum.

Among the threeNMS who could quantify the cost of forming contracts oggorted to

have been usingboutTsh. 500000 annuallyThe NMSsupply a total of seven tons of
produds per week to nindifferent niche markets. Howevthis was not an ordinary NMS

for example, he is the one producing the products under green house while no any other
NMS was doing this. The mondgr forming contractcovers costsuch adransport to
different niche markets during forming contracts #éind involved paying regular visib

niche markets before a contract was drawn. The money was also spent on samples taken to
each niche market as none of the niche markets paid for the sample produés an
preparing the company profile as most niche markets required the NMS to submit a

company profile.
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Other NMS used Tsh. 20000 antksh 10000annually for contract formatiorThe cost

items include transport to and from the niche market and sampiieigis.It was also

found out that these NM8upply the products to the same niche mattketigh they incur
different annubcosts for contract formatiomhe differentannual contract formation costs
account for the different transport costs incurred by NMS and different kinds of
products they sell to the niche market. The NMS who incur Tsh. 20 000 annually for
contract formation sells both fruits and vegetables to the niche market and hence incur

more costs for sample products while the other ons esly fruits to the niche market.

5.4Market Linkages and Transaction Costs

5.4.1 Transaction volume of NMS versus OMS

Transaction volume is the amount of fruits and vegetables sold to the niche and open
markets for a given period of timklean volume bproducts traded by the NM&r week

was 2015 kg while that tradedoy the OMS wa &82 kg as shown by Tabl@5. These

mears are obtained from amowdf mangoes, oranges, pineapples, tomatoes, onions and

carrotsold by the traderger week

Table 25: Status of the traders and the volume of products traded

Status of the traders n Mean
Total volume of products NMS 25 2014.64
sold in kg OMS 18 6282.22

A test to see whether NMS and OMS tradguivalent volumes of products vea
undertaken as shown in Tal®26.The testresults show that &% level of significance we
fail to reject the null hypothesis that volumes of products traded by NMS versus OMS are

not different. This means NMS and OMS trade equivalent volumes of fruits and
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vegetables per week. Thisresidtdue to the fact that about 70% of the NMS sell their
products to both niche and open market. Therefore even if volumes of products taken to
the niche markets per week are smaller in size compared to those sold by the@©OMS th
NMS still compensate the transacted volumes through selling to the open markets. Other
reason could be due to the fdloat fruits and vegetables are highly perishable products
and hence each trader avoids handling too many products. Traders of tluregatables

do not handle large stocks of products due to the perish ability nature of the products.
This makes both NMS and OMS to transact equivalent volumes of fruits and vegetables.
Since comparable volumes of fruits and vegetables are traded byviBeand the OMS

then transaction costs which arise out of the volume of products transacted are similar

between NMS and the OMS

Table 26:Transaction volumes of products by NMS and OMS

Levendgs Test

for Equality
of Variances t-test for Equality of Means
Sig. (2 Mean Std. Error
F Sig. t df tailed) Difference Difference

Total volume
of products 7.383 .010 -1.480 41 .146 -4267.582 2883.117
sold in kg

5.4.2 Costs of searching for new customers
Major customers of the NMSra touist hotels, supermarketnd foreign niche markets
notwithstanding the fact that other NMS sell products to the open markets as well.

Whether NMVB sell to the niche markets alometo bothniche and open markets they incur
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some coss to search for newudomers with means of TsH250 and Tsh71 053

respectivelyas shown in Tablg7.
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Table 27: Cost to search for new customers incurred by the NMS

Selling to both niche

and openmarkets N Mean
Costs incurred to search for Yes 19 71052.631¢€
New cusomers No 8 1250.0000

A test to determine whether NMS selling to the niche markets alone incur similar costs of
searching for new customers as those NMS selling to both niche and open markets was
undertaken. The test results showt tvéth 5% level of significance we fail to reject the

null hypothesis that there is no difference in new customers search costs incurred by the
NMS selling to the niche markets only and those selling to both niche and open raarkets
shown in Table28. This is because about 168bthe NMSsendlow quality products to

the open markets and 21% send the products to the open markets seasonally when demand
in the niche is low.This means it is not worthwhile to invest money to search for
customers while the prodts are of low quality and one brings the products to the market
only seasonally. The only search cost these NMS incur is the cost to search for more niche
markets similar to those NMS who do not sell to the open markets. Again 52% of the
NMS send the pructs to the open markets because it is their custom to deeswaps

11% of the NMS who send quality products to the open markets incur cussmasth

costs and this can be through having several hawkeratohstor the customers and sell

the products

Therefore since search cost incurred by the NMS selling to the niche markets and those
selling to both niche and open markets e same then it means the transaction costs

arising from searching for new customers are the same. However NM8lsdsell their
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products to both niche and open markets incur higher transaction costs than those selling
to the niche markets only as the former incur extra charges for using the open foarkets

example paying for market fees

Table 28:Search costs incurred by NMS selling to the niche markets only versus

NMS selling to both niche and open markets

Levendgs Test
for Equality
of Variances t-test for Equality of Means
Sig. (2 Mean Std. Error
F Sig. t df tailed) Difference Difference

Costs incurred to
search fornew 4.251 050 1.043 25 .307 69802.636 66919.42%

customers

5.4.3 Other related costs

Monitoring and enforcing agreements between NMS and niche markets foster market
linkages. The costs of monitoring and enforcing agreemeotdribute to the total
transactional costs NMS incur. However, NMS could not quantify these costs. For
exampleaccording to NM3f there is a breach of atract such as delayed paymetits

NMS can only stop supplying the products to the niche markéis is one of the ways

NMS use to enforce contract@ther NMS reported to have been receiving demand orders
that differ from those stipulated in the contraotg these NMS still have to deliver the
products to the niche markets. Some NMS reported to bese spending time to make

sure that if there are any changes in the prices of their products, the same should be

adjusted in the computer systems of the niche markets for these NMS to be paid
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accordingly.There are some costs associated with these @diviut NMS could not
guantify them.

5.5Market Relationships and Transaction Costs

5.5.1 Market certainty between NMS working with and without contracts

Market certainty is the assurance of selling products. It is the confidence that the traders
have b the markets of their products. Market certainty is the percentage attached to the
confidence NMS have on market for their products. The mean certainty of NMS operating
on contractual basend those operating without contragis 90%as shown in

29.

Table 29 The mean certainty of NMS to market their products

NMS forming Std.

contract with the Std. Error

niche markets N Mean Deviation Mean
Certainty to Yes 9 90.00 20.000 6.667
market products No 18 90.28 20.035 4.722

A testto find out if market certainty is the same between NMS working with and without
contract was carried oand shown by Tabl80. The test result shows that at 5% level of
significance the null hypothesis thaertainty to market products is not signifidgnt
different between NMS operatingith and without contractsannot be rejected. This is

due topoor monitoring and enforcemenf agreemenby the NMS which make them
more or less like those with no contracts. Alhds of contractswhether formal or
informal are enforceable by lafccording to the Law of Contract Acth@pter 345
number 37 the parties to a contract musfque their respective promiséumber 73 of

the Law of Contract Act states that when the contract has been broken, the party who

suffers by such breach is entitled to receive, from the party who has broken the contract,
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compensation for any loss or damage caused to him thereby which naturally arose in the
usual course of things from such breddbwever NMS are ignorant of the power bét
contract. Theycamot exerciseenforcenent ofthe contract in order for niche markets to
abide by contractual agreements. For example some niche markets delay paying the NMS.
These NMS supplied products for sirmonths without receiving any payment whiles
contract stipulatethat payments are to beade after one month of delivering products

This force NMS to stop gplying the products and walbr othertwo or three months

before receiving theipaymentsAccording to Swinneet al. (2010) contract eforcement
problems can significantly inhibit contractual agreements to come into eBeudt.
penalties encourage partago comply with the agreemeparticularly when market or
physical conditions have changed during the time between the siging ontract and

delivery of the produ¢Bijmanret al,2009)

Table30: NMSsO6 mar ket certainty when working

Levendgs Test

for Equality of

Variances t-test for Equality of Means
Std.
Sig. Mean Error
F Sig. t df (2-tailed) Difference Difference
Certainty to
market .036 .850 -.034 25 973 -.278 8.175
products

5.6 Profit Margins
5.6.1 Profit margins in the niche versus open markets
Profit margin is the difference between gross income and the costeds gold. Much of

the literature presents niche markets as having higher mahgingrt the case witbhpen
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markets. This implies that NMS earn higher profits than what OMS €his study tests
whether or not this is also the case in the fruits and abbpst suksector.Table31 shows
the mean profit margins earned by the NMS and the OMS from selling fruits and

vegetables to their respective markets.

Table 31.The mean profit margin earned by NMS and the OMS

State of the Std. Error
traders n Mean Std. Deviation Mean
Margin vegeéables NMS 27 357538.06 499897.164 96205.254
OMS 36 86061.50 305617.377 50936.229
Margin fruit NMS 27 412246.86 710987.961 136829.697
OMS 36 300811.39 771685.602 128614.267

The testresults reveathat at 5% level of significance the null hypothesis tpabfit
margins earneddy NMS andOMS from selling vegetables are not different was rejected.
The mean profit margiearned by NMS per week was T4Y1476 higher than the ones
earred by OMS(Table 32). This means selling vegetables to the niche markets generates

more profit than selling vegetables in the open market.

On the other hand, thestresults show thait 5% level of significanceve fail to rejecthe
null hypothesis which stagthereis no difference in profit margin earned by NMS and
OMS from selling fruits. This means profit margiarned from selling fruits in niche and

open markets are the safi@able32).

The test results imply that selling of fruits in the niche or open magestsrates similar

profit margins while selling vegetables in the niche markets yield higher profit margins
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than selling vegetables in the open markets. This situation might be a result of having
short supply chains for vegetables channelled to the nichekets as opposed to
vegetables channelled to the open markets. Niche markets require very fresh vegetables.
To facilitate this, vegetables pass from the farmer to the NMS and ultimately to the niche
markets. This is to ensure freshness and prolong sieetiflvegetables while at the same

time reducingthe supply chains. Longesupply chais with little value being added at

each point results to loweaarofit margins of the products. Again, the supply chains of
fruits channelled to the niche and open mexkare similar. Most often fruits pass from

farmers to one or more agents before they reach the NMS or OMS.

Table 32 Comparison of profit margins in niche and open markets

Levendgs Test

for Equality of

Variances t-test for Equality of Means
Sig. (2 Mean Std. Error

F Sig. t df tailed) Difference Difference
Margin

4.530 .037 2.665 61 .010 271476.55€ 101868.377
vegetables
Margin
it 170 .682 586 61 .560 111435.475  190028.79C
rui

5.6.2 Profit margins of fruits versus vegetal#s in niche market

It is important to identify which of the two products, fruits or vegetables yields higher
profit margirs than the dter in the niche markets. Againcomparison of profit margins
earned by selling different types of fruits and vegetalslestal in identifying which of

these two products, fruits and vegetables fetch higher margins. This is intended to inform
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farmers and traders who are interested in tapping into the niche markets the kinds of fruits

and vegetables they need to diversifsther.

The mean profit margins earned per week from selling fruits and vegetables in e nich
markets are shown in TabR8. Across all 27 suppliers, the mean difference between
selling vegetableand selling fruits was Tsh. 5408.8 while the mean ffierence between

selling mangoes argklling pineapples was Tsh. B21.

Table 33: Fruits and vegetables samples statistics

Std. Error

Mean n Std. Deviation Mean

Pair 1 Margin vegetables 357538.1 27 499897.2 96205.3
Margin fruit 412246.9 27 710988.0 136829.7

Pair 2 Margin tomatoes 197401.9 27 461699.0 88854.0
Margin onions 93899.3 27 156251.9 30070.7

Pair 3 Margin tomatoes 197401.9 27 461699.0 88854.0
Margin carrots 66236.9 27 113466.1 21836.6

Pair 4 Margin mangoes 145040.9 27 265856.7 51164.1
Margin oranges 39654.1 27 63230.6 12168.7

Pair 5 Margin mangoes 145040.9 27 265856.7 51164.1
Margin pineapple 227551.9 27 602937.0 116035.3

The mean colummiTable34 displays the average diffarees between profit margins of
fruits and that of vegetables. For example, the total pnoditgin of all vegetables was
Tsh.54 708.8, which is lower than that of all fruits while the profit margin ohdtoes

was Tsh. 103 502.6 higter than that of oniondHoweverthe average differences of the
profit margins were not statistically significant with the exception of that of mangoes and

oranges. This implies that the mean profit margin obtained from selling mangoes is
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significantly different from that of skehg orangedor the season between November and
February NMS selling mangoes earn Tsh05386.9 higher than those selling oranges in
niche markets per week.

Generally, selling either fruits or vegetables in niche markets yields similar profit margins.
However, looking at individual types of fruits it can be observed that selling mangoes
yields higher profit margins than selling oranges while other fruits and all types of

vegetables yield similar profit margins.

Table 34: Profit margins of fruits compared to vegetables

Paired Differences

Std.
Std. Error Sig. (2
Mean Deviation Mean t df tailed)

Pair Marginvegdableg
_ _ -54708.8  786092.0 1512835 -.362 52 721
1 Margin fruit

Pair Margintomatoeg
o 103502.6 500296.6 96282.1 1.075 52 292
2 Margin anions

Pair Margintomatoes
_ 131164.9 463874.2 89272.6 1.469 52 154
3 Margin carrots

Pair Margin mangoes
_ 105386.9 229716.6 44209.0 2.384 52 .025
4 Margin oranges

Pair Margin mangoes
o -82510.9 628508.9 1209566 -.682 52 501
5 Margin pineapple

5.7 Factors Influencing Profit Margins in Niche Markets
5.7.1 Empirical analysis
The empirical model analyses factors influencing profit margins of fruits and vegetables in

the niche markets. Two separate analyses are made wherelnywolves identification of
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factors influencing profit margin of vegetables while the other analyses factors influencing
combined profit margins of fruits and vegetabl€se dependent variable the profit
margins obtained from selling vegetables to theh@imarkets othe profit marginfrom

selling both fruits and vegetables to the niche markets. Profit margins were obtained from
the NMS response on quantities of the products sold to the niche market per week, buying
price of the products, sell price dfet products and transport costs incurfi@dthe period

between November 2011 and February 2012

5.7.2 Resultsfrom the regression model

Table 35 shows that variables that are statistically significant include the number of niche
markets supplied (NUNICH), average volume of the products traded in each delivery
(VOLFREQ) and other businesses performed apart from fruits and vegetables

(OTHBUSI).

The number of niche markets supplied (NUNICHE)

The coefficient associated with the number of niche marketplisdpis positive and
significant in the profit margin model for vegetables but insignitidanthe combined
profit margirmodel for fruits and vegetables. This indicatéisat an additional niche
marketsupplied increases profitargins of vegetables by M.s159 268maintaining other
variables constant An increase in the number of niche markets to supplyptbducts

widens the market base for the NMS.

Formation of contracts (CONTRFORM)
The results suggeshat forming contract between niche markets BMIS will increase
the profit margins from selling fruits and vegetables to the nicakets. This is because

formation of contracts assures the NMS with the markets of their products. Market
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assurance lead NMS to buy products according to the demand rieeluces the loss of

the products. This will result to increased profit margins as losses due to product
deterioration are eliminated.

Average volume of products supplied in each delivery (VOLFREQ)

The coefficient of this variables positive and signifignt. A one kilogram increase in
vegetables sold to the niche markets increases pnafigins for vegetables by Tsh. 1143
maintaining other factors constaht one kilogram increase in the quantitiesfrofits and
vegetables traded to the niche marketsdases profit margins of fruits and vegetables by
Tsh. 4744 maintaining other factors constarEvery time the products are delivered,
transport costs and personnel resource time are used, regardless of the volume of the
products. To minimise these costglahence increase profit margin, each delivery should

have sufficient volumes of products.

Payment schedule (PAYSCHE)

The result suggests that payments done on credit basis increase profit fnangisaslling
vegetablesThis is due to higher prices efed when payments are made on credit basis.
However the results shothat payments done on credit basis reducectimebinedprofit
margins from selling both fruits and vegetables to the niche market may be due to
the fact that trading on fruits anegetables requires a fast flow of money to enable the

trader to purchase other products to bring to the market.

Other businesses performed (OTHBUSI)

Coefficient of this variable is negative and significant in a combined profit margie!
for fruits ard vegetables. However, the variable is insignificant in profit margdel for
vegetables. When NM§@erform other businesses than fruits and vegetables tiaeyr lo

their profit margins by Tsh661 269maintaining other factors constafthis is because
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seling products to the niche markets is time consuming as the markets are sparsely

distributed and a lapse of time is required to deliver the products to these niche markets.

Table 35: Parameter estimates for multiple linear regres®n models

Profit margins from selling Combined profit margins

vegetables to the niche of fruits and vegetables
markets sold to the niche markets
NUNICHE 159 268 -32 248
(0.000)* (0.65)
CONTRFORM 235 825 502 577
(0.057) (0.069)
VOLFREQ 1143 4744
(0.004)* (0.000)*
PAYSCHE 218 215 -697 799
(0.182 (0.083)
OTHBUSI -95 582 -661 269
(0.496) (0.046*
CONSTANT -560 526 811 239
(0.009* (0.079
R? 85% 78%

* Significant at P< 0.05

5.7.3 Other benefits of selling to the niche markets

NMS reported to enyp market assurance and better price from selling to the niche
markets. Similarly horticultural farmers in Senegal reported that guaranteed market access
is the most important motivations for farmers to engadegh value markets (Swinnen

al., 2010). NMs reported that selling fruits and vegetables to the niche markets involves
selling large quantities of products at once and receiving money from a single source
point. This lowers transaction costs as less time is spent in selling the products. Again the

environment in the niche markets is conducive than the environment in the open markets.
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This is supported by Kenyan farmers who observe that the ease of selling products to the

supermakets is a key attraction (Nevetnal, 2005).

Exporters selling to th foreign niche markets reported to have gained experience in
international trade and foreign currency. However, during the start of their businesses,
exporters reported to have been intgrosses. For examplexporter of onions reported

to have incured losses three times during the start of his business. During the course of

doing business he gained experience and started to make profit out of his business.

The higher profit margin earned by the NMS selling vegetables is contributed by high
price ofproducts offered by the niche markets as opposed to the price offered by the open
market price. As Balsevich (2006) reports Hortifruit pays a price 10% higher than the
traditional market hence boosting profit margins of farmers. A study by Heae(2005)
reported that farmers selling to the supermarket channels and those selling to the
traditional market channels produce vegetables at an average cost of about 3.5 Ksh/kg.
However, farmers selling vegetables to the supermarket channels receive pricaswhic
more than three times the farm gate price, resulting in a gross profit of about 40% higher
than is the case with farmers selling to the traditional channel. As Swinagn(2010)
observe, high value chains offer higher prices thereby generatog paofits on high

value production.
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CHAPTER SIX

6.0 CONCLUSIONS AND RECOMMENDATIONS

6.1 Conclusiors

6.1.1 Niche market requirements for fruits and vegetables

Generally the share of fruits and vegetables of all products stocked in supermarkets is very
little (5%) and some supermarkets especially in Unguja have not diversified to locally
produced fruits. Mhe marketsvere found tgout more consideration on freshness of the
fruits and vegetables among other qualities while very few of them considerechtnic

nature of the products. Thimeansthat niche markets in Tanzania concentrate more on
outward appearance of the produdttkose NMS who meet required quality standards of
fruits and vegetables win confidence of their customers who in turn lemk thith other

niche markets. On the other hand, when the products do not meet the required standards

niche markets return the products to the NMS.

6.1.2 Institutional arrangement in trade relations

Generally farmersare left behind in acquiring the benesf of niche markets. This is
because mogB9%) of the NMS were not famers by themselves but source the products
mainly from the open markets, middle men and sometimes from other farmers.It was also
found out that nick markets sometimes resortth@ op@ markets despite using NMS due

to scarcity of the pmbucts,increased price of the products and unreliability of the NMS.

To lessen the problems niche markepd to work on comactual basis with NMS. Re

study found out that niche markets have develapastrategy to make NMS conform to

the contract. This is a strategy whereby niche markets purchase any product that NMS

fails to supplyand NMShave topay back the moneygowever the money paid by the
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NMS is always twice or thricehe market priceOn theother hand the study reveals that
informal contract left loopholes for the niche markets to oppress the NMS for example by
purchasing the products from street vendors when prices areHmmever nost of the

contracts demanded payments on credit basi®@nce NMS need to be well capitalised

6.1.3 Transaction costs

The study found out that transaction costs arising from forming contracts are the same
between niche markets using formal and informal contratis. was due to the fact that
niche marketsforming formal and informal contrasindergo more or lessame
procedures during contract formatiblowever the niche markets using formal contract
enjoy benefits such as assurance of quality products while their counterparts do not get
such benefitsTransaction costs arising from volumes of products traded by NMS and
OMS werealsofound to be the same. This was due to the fact that volumes of products
traded by those tradeper weekwere not differentHowever the NMS should search for

more niche market® supply the products so as to increase their market base.

6.1.4 Benefits of complying with niche market standards

It wasfound out that selling products especially vegetables to the niche markets generates
more profits than selling to the open markdike higher pofit margins earned by the

NMS arenot due to volume of trade since NMS and OMS trade similar volume of
products per week. Instead the higher profit margin is due to the higher per unit price of
products offered by the niche marke®Benerdly increasing number of niche markets to
supply vegetables and increasing average volume of fruits and vegetables supplied in each
delivery will increase profit margin®f NMS. On the other hand performing other
business different from fruits and vegetablewer the combined profit margins earned by

NMS from selling fruits and vegetables to the niche markets. This is because selling
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products to the niche markets is time consuming as the niche markets are sparsely

distributed.

6.2 Recommendations

6.2.1 Reommendationsto the niche markets

Niche markets especially supermarkets shaultise more fresh fruits and vegetables.
This is the way to support thdMS and ultimately the farmers in the countNiche
markets should also considetilisingorgani@lly producedfruits and vegetableghis is
possible if niche markets wilitop trading with NMS who fetch the products frone th
open markets and middle mdnstead niche markets shoukrk directly with farmers.
Working directly with farmers will lower th@rice of the productso consumerst the
same timancrease the margins farmers receive as intermediaries are dropped out of the
chain.However, he study recommends niche markets to work on contractual basis with
these farmersThe contract should be fmal meaning that the contract should be written.
This is becausthis study found out that althoudje cost of forming formal and informal
contract are the samthose with formal contracts benefit more from fixed price of the

products and consistency sxfpply.

6.2.2 Recommendations to the farmers

More farmers should trade with niche markets direictigead of sellinghteir productsd

the open markets or to other tradéerhis is because niche markets offer higher prices of
the products than open rkats and hence earn more profit margins. However in order for
them to winthe niche marketsfarmers should know the qualities fodiits andvegetables
demandedby the niche markets such as fresh, mgtwolourful and uniform size
products Alternatively farmers can conduct &imple surveyof outlets such as

supermarkets to get information on the qualities and quantities they deviied.
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knowing the qualities demanded the farmers shoelgbtiate with niche markets to start
supplying directly to themHowever, farmers should be aware and ready to work on
contracts with niche markets. This is becausast niche markets prefer to work on
contractual basig-or the farmers to benefit from the contracts they should find ways to
enforce the contracEor examfe the contract can specify that whenever payments by the
niche markets are delayed for one month then the payments shall increase by a certain
percentageThis shall serve as a strategy to make sure that niche markets stick to the

contract.

6.2.3Recomnendations to the government and NGOs

The governmentshould make sure that more local products are stocked on the
supermarket shelves. However our industrial sector isustierdevelopetherefore this

will force the niche markets to stock more locallypguced fresh fruits and vegetables.
This will create mre demandencestimulate more production of fruits and vegetables.
To meet thisdemand throughout the year, the government should develop small scale
irrigation systems for the vegetable farmerbe government, financial institutions and
SACCOSalso have a role to finance these farmers especially those working on credit
basis with niche markets. The government and NGO shssilstthese farmerso enter

into foreign markets for much more expanded raeark

6.2.4Recommendationto the NMS

NMS should try to specialise in fruit and vegetable business. This implies that NMS
should stop performing other businesses different from fruits and vegeitaditesd they
should increase the number of niche markbesy supply This will allow them to be
effective and efficient in meetindgpé demands of the niche markets at the samegehe

more profits margins from the fruits and vegetables business.
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APPENDICES

Appendix 1: Coefficients of profit margin model for vegetables with multicollinearity

diagnostic test

Standar
dized
Unstandardized Coeffici Collinearity
Coefficients ents Correlations Statistics
Zero- Tolera
B Std. Error Beta t Sig. order Partial Part nce VIF
(Constant) -560526.2  193469.4 -2.897 .009
OTHBUSI -95582.2 137551.7 -.081 -695 496 .279 -.157  -.062 594  1.683
CONTRFORM  235824.6 116203.7 224 2.029 .057 .419 422 .182 .659 1.517
PAYSCHE 218214.5 157436.6 140 1.386 .182 .020 .303 124 783 1.277
VOLFREQ 1142.9 351.0 414  3.256 .004 774 .598 .292 497 2.012
NUNICHE 159267.8 31277.9 .589 5.092 .000 .768 .760 .456 .600 1.667
Collinearity Diagnostics
Dimension Eigen value Condition Index
Constant 4.210 1.000
OTHBUSI .849 2.226
CONTRFORM 409 3.209
PAYSCHE .299 3.752
VOLFREQ .200 4.585
NUNICHE .032 11.425
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Coefficient of profit margin of fr uits and vegetables with multictlinearity diagnostic

Standar
dized
Unstandardized Coeffici Collinearity
Coefficients ents Correlations Statistics
Zero- Partia Tolera

B Std. Error Beta t Sig.  order | Part nce VIF
(Constant) 811239.4 434568.1 1.867 .077
OTHBUSI -661269.0 308966.6 -.297 -2.140 .046 .268 -.441 -.229 594 1.683
CONTRFORM 5025774 2610150 254 1925 .069 451 404 .206 .659 1.517
PAYSCHE -697799.2 3536319 -.238 -1.973 .063 -093 -412 -211 783 1.277
VOLFREQ 47444 788.5 913 6.017 .000 .826 .810 .644 497  2.012
NUNICHE -32247.9 702559 -.063 -.459 651 .454 -.105 -.049 .600 1.667
test
Collinearity Diagnostics
Dimension Eigen value Condition Index
Constant 4,210 1.000
OTHBUSI .849 2.226
CONTRFORM .409 3.209
PAYSCHE .299 3.752
VOLFREQ .200 4,585
NUNICHE .032 11.425
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Appendix 2: Structured questionnaire administered to Dar es Salaam and Zanzibar
traders
General Information
1. Name of the respondent ééeééééeééeeééeée. . écéc

2. Sex of the respondent (1=Mal e, 2=Femal

4. Mar i t al status of the business owner (:
5. What is the size of the business in terms of three years turnovers?

1= Less than 10 million.

2=11- 30 million

3= 31- 60 million

4= 617 90 million

5= more that 91 million.

6. Education level of the business owner (1=No formal education, 2=Primary
education, 3=Secondary education, 4= College a&tut, 5= University education)
eéeéeéeéeéeéeceecéeéeéed
7. How Il ong (in years) have you been doi ng
8 Do you have any other work experience?
9. Is the business owner employed elsewhere? (1. Not employed else where 2. by the
Government, 3. NGO) eéeéeéeéeéeeéeéeéetéd
10. Other 3 major sources of income and percentage contribution
1. éeéeéeée.
2. éeéeéeée.

3.eeeééeee.
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Business information

1.

2.

3.

8.

9.

What is the name of the business? ééeeéeé
Is the business formal or informal (registered or NOt)?..........ccoeeeviiiiiiiiiiiiiiinnnnns
Where are your customers mgdticated? (1. Dar es Salaam 2. Zanzibar 3.

/////////////

Foreign countries) éééééeececeecececé
Type of a business (1. Fruit 2. Veget a

///////////

Years the business existed eéeéeeééeeée
Capital invested in the businessééééeéé
How many peom are employed in the business? ............ccccevvvvinnnnes

Has the business ever borrowed from th

What was the highest amount ever borro

10.1s there any other business you perform apart from the fruit/vegetaldaess?

/////////////////

(1= Yes 2= No) ¢ééééeececececeecééeeceeccece

111 f yes mention the name of the busines:

12Are you a member of any organization?
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1. How much if kg) fruits and vegetables do you source from the followist§ |

Fruits

Own

farm

Contracting

farmers

Village
spot

market

Urban
open

markets

Agents

Mangoes

Oranges

Pawpaw

Pineapple

Avocado

Grapes

Guava (Mapera)

Passion

Watermelon

Cucumber

Bananas

Lemon

Apples

VEGETABLES

Tomatoes

Onions

Carrots

Sweet paper

Okra (Bamia)

African Eggplant
(Ngogwe)

Amaranth

Spinach

Pumpkin leaves (Majani

ya maboga)

Night shade (Mnafu)

Ethipian mustard (sukumag
wiki)

Potato leaves (matembelg
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Jute mallow (Mlenda)

2. Own farm:-
I.  If you source the products from own farm, where is the farm located?
ii.  What is the size of your farm? ...
iii. Do you irrigate your farm? ...
iv.  How many people are permanently employadiee farm? ..........ccccccoiviiiinnnns
v. Do you normally wash, sort and grade fruits and vegetables before selling to your

customers? Explain what you actually do.

-
-
-
-
-
-
-
-
-
-
-
-
-
-

ceéeceéeeéeeéeecéecée

-
-
-
-
-
-
-
-
-
-
-
-
-
-

ceéeceéeeéeeéeecéecée

D
D
D
D
D
D
D
D

eéeéeéeéeceéeceeéeéed
vi. Do you separate your products into grades? If yes, how many grades?

vii.  Explain which grade goes to what market:

-
-
-
-
-
-
-
-
-
-
-
-
-
-

éeeeééeeeceééeeceececeéee

D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééeeeceééeeceececeéee

D
D
D
D
D
D
D
D

eeééeééeecéecéeecéecée
viii.  Are your customers picking the products themselves or you deliver the products to

their premises?

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

éeeéeéee

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D~
D~
D~
D~
D~
D~
D~

éeeéeéee

3. Contract formation with farmers: -
i.  Are there contracts formed between you and the niche marKgét$zormal, 2.

Informal, 3=NO CONtract? .......coooviiiiiiiiiieeeeeee e,
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ii.  What are the contracted qualities of fruits and \e&lges?

D
D
D
D
D
D
D
D
D

eeeeééeéeeceééeeceeceééeecececcee

D
D
D
D
D
D
D
D
D

eeeeééeeeceééeeceeceééeececece

D
D
D
D
D
D
D
D
D

eeeeééeeeceééeeceeceééeececcee

D~

eeeeééeeeceééeeceeceééeececece

iii. Do you normally set up price of products during contract formation? (1= Yes

v. Do you supply credits to the farmers in exchange of assured supply of produces?
(1=Yes, 2=No)ééééécécéeeceeeeeeecté

vi.  From the contract, how much is the farmer supposed to supply you per
MOMN/SEASONT? ..o

vii.  What happens when there are defaults in the contract? Explain

D
D
D~
D~
D~

eeeeééeeceeceééeeceeceeééeeeceéeéeeccece

D
D
D
D
D

eeeeééeececeééeececeééeeceeceéeéeeccece

D
D
D
D
D

eééeécéeeééeecéeecééeeéeéecéeceée
eééeecéeeceééecéeecéeéecéeeceée
viii.  After receiving the products from the farmers, do you process them any how, for

example, storing them in refrigerators? (1= Yes, 2= No)

D
D
D
D
D
D
D

eeeeééeeceeceééeceeceeéeeecceccectee

D
D
D
D
D
D
D
D

eeeeééeeceeceééeceeceeéeeecceccectee

D~
D~
D~

eeeeééeeceeceeééececeeceéeeceececcctee
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4. Village spot market
I.  What is the name of the village spot market? ..........ccccocveeeiiiiinnnnnnn.

i. How far is it | ocated from the end marl

iii.  How do you ensure required quality of your products from the spot market?
eéeéeéeéeceéeéecéeecéeéeéeéeéecececcee
eéeéeéeéecéeéecéecéeéeéeéeéecececcec
eéeéeéeéeceéeéeéeececéeéeéeéeé.

iv.  After receiving the products from the village spot market, do you process them any

how, for example, packing and labelling them? (1= Yes, 2= No)

-
-
-
-
-

eeeeééeéeceééeececeééeeceeceééceece

D
D
D
D
D

eeeeééeéeceééeececeééeeeceééceecece

[N
[N

éeeceééeéeceééeececeéeée.  eééee.

5. Those who buy from the agents:

i.  What means of transport do you normally use? Explain

D
D
D
D
D
D
D
D

eeééeeéecéeecéeceéeéceecéecéee

D
D
D
D
D
D~
D~
D~

eeeeééeceeceééeceeceeceeéeeceecececectee

D~
D~

eéeéeéeéeéeéececceeceeéecetd
ii.  What fom of payment arrangements do you normally undertake? Explain (1.

immediate, 2. on weekly basis, 3. per month)

D
D
D
D
D

eeeeééeececeééeececeééeeceeceéeéeeccece

D
D
D
D
D

eeeeééeececeééeececeééeeceeceéeéeeccece

iii.  How do you ensure required qualities of the products? Explain

D
D
D
D
D

eeeeééeeceééeececeeééeeceeceécéeeccece
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D~

eeeeééeeeceéeeececcet

D~

eeeeééeeeceéeeececcet

What value do you add to your products, for example,

processing and packing and labelling?

N

eeeeééeeeceééeecececeé

D~

eeeeééeeeceéeececet

[N
[N

eee

D~

eeeecé

[N

eee

[N

é

D~

[N
[N

eee

D~

eeeecé

[N

eee

[N

é

D~

|l s the agent sourc

[N

[N

N

[N

[N

[N

D~
D~

D~
D~

D~
D~

D~
D~

D~
D~

D~
D~

ng

[N

[N

[N

[N

[N

[N

D~

D~

D~

D~

D~

é

[N

[N

[N

[N

[N

é

D~

D~

[N

[N

[N

D~
D~

[N

D~

[N

D~
D~

through, sorting, grading,

D~

D~

D~

é

N

[N

[N

N

[N

[N

produ

N
N

D~
D~

D~
D~

ct

D~

D~

D~

S

[N

[N

[N

If not sourcing from farmers where exactly does he/she source from?

D~
D~

D~
D~

D~
D~

di

rect
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Fruits

Contracting
farmers
(Tsh)

Village spot
market
(Tsh)

Urban open
markets
(Tsh)

Agents

(Tsh)

6. What is the unit price of the products (how much do they cost)?
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Mangoes

Oranges

Pawpaw

Pineapple

Avocado

Grapes

Guava (Mapera)

Passion

Watermelon

Cucumber

Bananas

Lemon

Apples

VEGETABLES

Tomatoes

Onions

Carrots

Sweet paper

Okra (Bamia)

African Eggplant (Ngogwe)

Amaranth

Spinach

Pumpkin leaves (Majani ya maboga]

Night shade (Mnafu)

Ethipian mustard (sukuma wiki)

Potato leaves (matembele)

Jute mallow (Mlenda)
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7. What is per unit price of yoyroducts before and after preparing (grading, sorting,

packing and labelling)?

Before | After Before | After
(Tsh) | (Tsh) (Tsh) (Tsh)
Fruits Vegetables
Mangoes Tomatoes
Oranges Onions
Pawpaw Carrots
Pineapple Sweet paper
Avocado Okra (Bamia)
Grapes African Eggplant (Ngogwe)
Guava (Mapera) Amaranth
Passion Spinach
Watermelon Pumpkin leaves (Majani ya
maboga)
Cucumber Night shade (Mnafu)
Bananas Ethipian mustard (sukuma
wiki)
Lemon Potato leges (matembele)
Apples Jute mallow (Mlenda)

Market information

1. How many markets do you channel your product? (in numbers)

1

2

forei

Touri st

Super mar ket

Convent.i

gn

hot el

mar ket

,,,,,,

eeeeeeecece.

,,,,,,,

eeeeeeeee.

eeeeeeeee

onaé é mar ket .

s 7z oz

7z

s s s 7

7

7

ééé.
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Do you supply the markets1 . Regul arly 2. Il rregul ar |y
How much did it cost you searching for a trading partner mentioned above?
eééeeééeééeecééecéeecéée

What percentage of your products goes to-the:

N
N
N
N
D
D

1 touri st hot el

-
-
-
-
-

2

supermar ket é

M-
M-
M-
M-

3

foreign mar ket

([N
([N
([N

4 conventional mar ket

If you are selling to the foreign markets mention the end markets :

D
D
D
D
D
D
D
D
D
D

eeéeeéeecéecéeeéeceéecéecté

D
D
D
D
D
D
D
D
D
D

eeééeeéeecéecéeceeeceéecéect

D
D
D
D

Eééeéééecécéceéeeeeeeeeeeeé
What is your export intensity Xport as percentage of total sales)?
1 = Less than 20%
2 = 20650%
3 = Over 50%

What motivates you to sell to that particular market mentioned above?

([N
([N

eeééeeéeeéeecéecéeceéecececeececéececéecee

([N
([N

Eééeééécécécéeeéeéeéeceécéecéeceececece
Eééeééeéecécécécéceéeeeeeeéeeeeceté
Eééééécécécéceéeéeéeéeéeceécécecececece
How different are your produsfrom those sold to the niche/conventional market?
Eééééécécécéceéeéeéeéeéeceécécecececece

eeééeeéeecéeecéecéecéecececececéeecéeecteée
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eéeéeéeéeceéeéeecéecéeéeéeéeéecececcec
eéeéeéeéeéeéeécececéecéeéetd
8 How |l ong have you been selling to the

9. If you are selling to the niche markets, why do you also channel the products to the

conventional markets? Give reasons.

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééeeeceéeececet

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééee

D
D
D
D
D
D
D
D
D

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééee

D
D
D
D
D
D
D
D
D

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééeeece

D
D
D
D
D
D
D
D
D

10.How certain are you that you will be able to market your products?
1=Less than 20%
2= 2150%
3=5080%

4= 81-100%

Tourist Hotel | Supermarket | Export market | Conventional
market

Percentage (%

11.Mention four major products that you are selling:
. éééeééeéecécée
i. éééeééeéeéceée
iil. cééeéeéeéecée
iv. ééééééeéeéeé
12.What percentage of the above mentioned products is not marketed because of
deterioration (per week/month)? 1=Less than 20%

2= 21-50%
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3=5080%

4= 81-100%

iii. eeeéeéeéeée
iv. eééeééeéeéeé
13. For each of the product mentionedab, explain if there are any special

provision, for example, cold rooms and packaging.

D
D
D
D
D
D
D
D
D
D

eeeeééeeceeceééeeceeéeecececcet

D
D
D
D
D
D
D
D
D
D

eeeeééeeceeceééececeéeéeceeccet

-
-
-
-
-
-
-
-
-
-

eeeeééeeceeceééececeéeéecececcet

[N
[N

eéeéeéeéeéeéeceecéeéeéed
14.What means of transport do you normally tes&ansport your products? (1= road,
2= train, 3=water, 4=air)
eééeeéeeééecéeecééecéecécée.
15.Does the business own a car/truck? (1
16.1s there any contract formed between you and the buyer of your products? (1=Yes,
2=No) éééeéeéeéeéeéxéece.
17.1f yes, how much does the contract cost the business?
eéeéeéeéeéeéeéecée.
18.What forms of payment arrangements do you normally use? .........ccccccooceeeee
1. Immediate payment
2. Payment after a day

3. Payment on a weekly basis

4. Payment on monthly basis.
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19.How many times per week/month do you supply your customers with your

products (transaction frequency)?

rrrrr

eeeeeeeee.

20.What is the selling price of your products?

s 7z oz oz

rrrrrrrrrrrrr

eeeeeeeeeeeee.

Fruits

Tourist Hotel
(Tsh)

Supermarket
(Tsh)

Export market
(Tsh)

Conventional
market (Tsh)

Mangoes

Oranges

Pawpaw

Pineapple

Avocado

Grapes

Guava (Mapera)

Passion

Watermelon

Cucumber

Bananas

Lemon

Apples

VEGETABLES

Tomatoes

Onions

Carrots

Sweet paper

Okra (Bamia)

African Eggplant
(Ngogwe)

Amaranth

Spinach

Pumpkin leaves

(Majani ya maboga)

Night shade (Mnafu)

Ethipian mustard

(sukuma wiki)
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Potato leags

(matembele)

Jute mallow (Mlenda)

10. What benefits (compared to others) do you get from selling to the:

1. Tourist hotel

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

eeéeeé

-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

eeéeeé

-
-
-
-

2. Suprmarket
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-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

eeéeecée

-
-
-
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-
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-
-
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-

eeéeecée

-
-
-
-

3. Export market

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

eceéeeéee

-
-
-
-

-
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-
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-
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-
-
-
-
-
-
-
-
-
-

eeéeeéece.

-
-
-
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4. Conventional market

-
-
-
-
-
-
-
-
-
-

eceéeeéee

M-

ceéeeéeeéeecéececté

([N
([N

-
-
-
-
-
-

ceéeeéecéecéeece. écecéeecée

([N
([N

11. Are there resources (physical or human) specifically employed for transaction
activities and has little or no value in other activities?
Mention and rank their values in other activities. 1= Very valuable in atlisities
2= Valuable, 3=Moderate, 4= Not Valuable 5= completely no value in other activities
céeéeéeéeéeé. (1 2 3 4 5 6 7)
céeéeéeéeéeé. (1 2 3 4 5 6 7)
12. How much are these resourcests per month?
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Quiality and Standard

1. Describe the productsd standards t hat
eéeéeéeéeceéeéeecéecéeéeéeéeéececéeccece
eéeéeéeéeéeéeecéecéeéeéeéeéececéeccece

2. How did you come up to kmothe standards you have mentioned above?

4. How do you make sure that you purchase what is of required standards demanded

by your customer? Explain.

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeééeeéecéecté

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééeececeé

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeééeececeé

D
D
D
D
D
D
D
D
D
D
D
D

eééeéeéeeééecé
5. How much do you spend per unit to implement the standards required by your
customer? é€éééeééeééeeéeeééecéecéée
6. Do you implement the standards required by your customer?
1= All times

2 = Some times

3 = Never.
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7. Are there any problems in meeting or assessing the products (supplier assessment

vs. buyer acceptance)?

é

é

é

é

é

é

é

é

é

é

8. How d

é
é
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D~
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é

é
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D~

D~

u

D~

D~

D~

r

D~
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products?

D~

D~

D~

D~

D~

D~

D~

9. What is the quality of the packaging materials? 1=Excellent, 2= Very good

3=Good 4= Poor 5= Very poor.

Circleone:1 2 345

10.How do you receive ordg from your customers? (1= mobile phone, 2nail)

é

é

é

é

é

é

é

é

é

é

é

é

é

é

é .

é

é

é

é

é

é

é

é

é

é

é .

11.How much does it cost you to get the orders for your products (a bus fair to pick an

order/ a phone call)?

é

é

é

é

é

é

é

é

é

é

é
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é

é

é

é

é

é

é

é

é

é

12.By how much are you able to meet the ma n d

1. 100%

2. 75%

3. 25%

4.

0%

13.What do you

é

é

é

é

é

é

é

é

é

é

é

é

é

é

é

é
é

é

é

f

é

é

or

é

é

é .

your

product

normally do when order demand is high than the available quantities?
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14.How do you search for new custorse

é
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15.How much does it cost you to search for new customers?
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16.Do you get any market assistance from buyers such as, supplying you with
refrigerators to store the products or truck to transpodymts? (1=Yes, 2=No)

eeeeéée. eeceé.

17.1f yes, where exactly do they assist you?
eéeéeéeéeceéeéecéecéeéeéeéeéececéeccec
eéeéeéeéeéeéeéeéeecceeéeéeéeéed.

18.How do you monitor agreement to ensure each party fulfil its obligations?
eéeéeéeéeceéeéeecéecéeéeéeéeéecececcece
eéeéeéeéeéeéeceéeceece. e.

19.How much does it cost the business to do the monitoring?
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Appendix 3: Structured questionnaireadministered to Dares Salaam and Zanzibar
Niche markets
General information

1. What types of fruits and vegetables do you buy from local traders/farmers?

Fruits Vegetables

Mangoes Tomatoes

Oranges Onions

Pawpaw Carrots

Pineapple Sweet paper

Avocado Okra (Bamia)

Grapes African Eggplant (Ngogwe)
Guava (Mapera) Amaranth

Passion Spinach

Watermelon Pumpkin leaves (Majani ya maboga)
Cucumber Night shade (Mnafu)

Bananas Ethipian mustard (sukuma wiki)
Lemon Potato leaves (materale)

Apples

Jute mallow (Mlenda)
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2. How many local suppliers do you trade with in fruits and vegetables? Please give

their names and contacts

Fruits Supplier | Vegetables Supplier
Mangoes Tomatoes

Oranges Onions

Pawpaw Carrots

Pineapple Sweet paper

Avocado Okra (Bamia)

Grapes African Eggplant (Ngogwe)

Guava (Mapera) Amaranth

Passion Spinach

Watermelon Pumpkin leaves (Majani ya mabog
Cucumber Night shade (Mnafu)

Bananas Ethipian mustard (sukuma wiki)
Lemon Potatoleaves (matembele)

Apples Jute mallow (Mlenda)

3. Which products are seasonally bought? Mention

-
-
-
-
-
-
-
-
-
-
-
-

€. .eé¢eéeecéecéeeéceéceecécee

N
N
N
N
N
N
N
N
N
N
N

eeééeéeeéeecéeecéecée

([N
([N

é

- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -
- -

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

4. Which among the products are available through out the year? Mention

-
-
-
-
-

ceéeeéecéecéecéecéecceececéeeccéee

-
-
-
-
-

ceéeeéecéecéecéecéecceececéeeccéee

-
-
-
-
-

ceéeeéecéecéecéecéecceececéeeccéee
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eéeéeéeéeceéeéeecéecéeéeéeéeéecececcec
eéeéeéeéeceéeéeeéeeéeéeéeé.
Which products do you oftezhange from fresh to processed during off

(Y=Y: KoY0] TR

Are the suppliers changing season by season?

D
D
D
D
D
D

é

D
D
D
D
D

eeeeééeeceeceééeeeceeéeeccece

D
D
D
D
D
D

eéeéeéeéeéeéeéeécecceecéeéeéetd
eéeéeéeéeéeceéeéeéceceecéeéeéed
How many (kg) fruits and vegetables do you buy/use per day/week/month? Is it

possible to geat least a 3 months demand records for fruits and vegetables for

photocopy?
Fruits Vegetables
Mangoes Tomatoes
Oranges Onions
Pawpaw Carrots
Pineapple Sweet paper
Avocado Green pepper
Grapes Yellow/red pepper

Guava (Mapera)

Passion Okra (Bamia)

Watermelon African Eggplant (Ngogwe)
Cucumber Amaranth

Bananas Spinach

Lemon Pumpkin leaves (Majani ya mabog
Apples Night shade (Mnafu)

Sweet corn Ethipian mustard (sukuma wiki)
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Potato leaves (matembele)

Jute mallow (Mlenda)

8. Are there any contracts formed between you and the local suppliers?
(1=Yes 2=No)ééeééeecéee. éeceé.

9. How much does it cost the business to form a contract with local suppliers?
eééeecéeeceééecéeecééecéeecééecéecéceec
eééeecéeecééecéeecéeéecéeecééecéecéceec
eééeeééeééeecééecéeecééecéece.

10.How do you make sure you have the kind of fruit/vegetable throughout the year?
eééeecéeeééecéeecééecéeecééecéecéceece
eééeecéeeééecéecééecéeecééecéecéeceece
eééeecéeceeééecéeecééecéeecéeeccetd

11. Are there times youessort to buy some fruits and vegetables in urban open
mar kets? (1= Yes, 2= No)ééééééceceeéeéeéécé:

12.1f yes, what drives you to buy from urban open market (cheap price, availability of

transport mechanism, closeness of the market)? Explain

-
-
-
-
-
-
-
-

eeéeeéeecéecéecécececeéceecétee

N
N
N
N
N
N
N
N

eeéeeéeecéecéeecéeéeceéccecéee

N
N
N
N
N
N
N
N
N
N

eeéeeéeecéeceéececeéceecéecté

N
N
N
N
N
N
N
N
N
N

Eééeééeécécécéeceeeeéeéeeeeté

Eééeééeécécécéeceeeeéeéeeeeté
13.Which time of the year do you buy the fruits and vegetables from the open

R 0F= T (] SRR

14.What quality of fruits and vegetables do you needrnmseof size, cosmetic

damages, scar and freshness?
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eeeeééeececceé

[N

eeeeééee
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eeeeééeececceé

[N

éeeeééee

D
D
D
D
D
D
D
D
D
D
D
D
D

eéeéeéeéeée
What quality aspects that most frequently make you reject the products?

15. Are there specific tests of fruits/vegetables you undertake to ensure they meet the
quality?

16.How much does it costs you to monitor the products to ensure that they meet the
required standards? (What are the consequences if you do not check the products

well?)

[N

ceeceééeeeceééeeeeeeee. . . .

17.What initiatives you undertake to ensure you receive fruits/vegetables of the

required standards?
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rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

eéeéeéeéeéeéecéecéeéeéeéeéececéeccece
18.How many (kg) of fruits and vetpbles do you normally import (purchased from

importers), from which country and the give name of the agent?

Fruits Imported Exporting Name of the | Buying price
fruits (in country Agent per unit

kg/tons).

Mangoes

Oranges

Pawpaw

Pineapple

Avocado

Grapes

Guava (Mapera)

Passion

Watermelon

Cucumber

Bananas

Lemon

Apple
VEGETABLES

Tomatoes

Onions

Carrots

Sweet paper
Okra (Bamia)

African

Eggplant
(Ngogwe)
Amararth

Spinach
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Pumpkin leaves
(Majani ya
maboga)

Night shade
(Mnafu)

Ethipian
mustard

(sukuma wiki)

Potato leaves

(matembele)

Jute mallow
(Mlenda)

19.Why do you opt to import/ buy from importers rather than buying from local

producers?

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

eeéee

N
N
N

-
-

-

-

-

-

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
(9]

(9]

(9]

-

eeéee

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
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20.How do local suppliers deliver products in terms of:

Fruits

Volume
(kg)

Frequency
per

week/month

Time of

the day

Ripening
stage(ripe

or unripe)

Packed or

Unpacked

Mangoes

Oranges

Pawpaw

Pineapple

Avocado

Grapes

Guava

(Mapera)

Passion

Watermelon

Cucumber

Bananas

Lemon

Apples

VEGETAB
LES

Tomatoes

Onions

Carrots

Sweet papel

Okra
(Bamia)

African
Eggplant
(Ngogwe)

Amaranth

Spinach
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Pumpkin
leaves
(Majani ya
maboga)
Night shade
(Mnafu)
Ethipian

mustard
(sukuma
wiki)

Potato

leaves

(matembele)

Jute mallow
(Mlenda)

21.Are there any emergence orders? (1= Yes, 2=No)

D
D
D
D
D
D
D
D

eeeeééeeceeceééececeéeéecececcet

22.How do you handle emergence orders?

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D

eeeeéééeeeceééeeccece
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-
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eeeeééeeeceééeeccecé
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D
D~
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D~

éeeeéééeeceééeecececéé

D
D
D
D
D
D~
D~

eéeéeéeéeceéeéecéecece
23.What form of exchange arrangement do you use?

24.1s the form of exchange a problem to your suppliers?

[N

éeeceééeéececeééeececeééeeeceééceeeccecececee
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rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr

eéeéeéeéeéeéecéecéeéeéeéeéececéeccece

25. Are there times you resort to processed/imported products due to unavailability of
quality products? (1=Yes, 2=No)
eéeéeéeéeéeéeéeéececéeeéeéeéeéed.

26.What time of the year are you forced to use procefsagd and vegetables while

you actually prefer fresh products?

27.What is the sales percentage of fruits and vegetables?
(1=Less than 25%@= 26-50%,3= 51-75%,4=761 0 0 %) é é é é

28.What is the percentage of fruits and vegetables in any disiZLegs than 25%,
2=26-50%,3=51-75%4=76-100%)
Eéééééécécéeeeeeeeeeece.

29.How many fruits and vegetables that comgadu perish/rot? Fruits
Eééééééééeé. Vegetabl eséeééeéeéeée. ééeéeé.
(1=Less than 25%2=26-50%,3=51-75%4=76-100%).

30.Do you consider if the fruit/vegetable is organically produced? (1=Yes,

2=No) éééexcecééececeééeececeeccéeé
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31.(Supermarkets) What is the selling price of fruits and vegetables?

Fruits Price Vegetables Price
Mangoes Tomatoes

Oranges Onions

Pawpaw Carrots

Pineapple Sweet paper

Avocado Okra (Bamia)

Grapes African Eggplant (Ngogwe)

Guava (Mapera) Amaranth

Passion Spinach

Watermelon Pumpkin leaves (Majani ya maboga)
Cucumber Night shade (Mnafu)

Bananas Ethipian mustard (sukuma wiki)
Lemon Potato leaves (matembele)

Apples Jute mallow (Mlenda)
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Appendix 4: Samples of fruits and vegetables from niche and open markets




131

Fruits and vegetables from open market

Appendix 5: Maps of the study areas

(a) Map of Dar es Salaa city
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(b) Map of Unguja island
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