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Abstract 

Food crisis occurrence has always caused rightful worry and panic worldwide. This is because 

food is an essential human need. The latest food crisis occurred in 2008 and has once again 

brought food security into the forefront of development debates. In Tanzania, after numerous 

policies and development strategies, it has now dawned to Government, NGO’s and scholars 

that to address the problem of food insecurity it is necessary to increase overall productivity 

and growth in the agriculture sector. This due to the fact that agriculture provides about 95 

percent of the Tanzania’s food requirements and employs almost 80 percent of the population. 

However differences on options arise as to whom and what is to be the agency of 

transformation. On one side of the debate there are those pushing for the ‘transformation 

method’ which involves large scale commercial mechanized farming. Their argument is that 

Tanzania has limited financial capabilities, thus foreign direct investment will play a central 

role. On the other side are those advocating for the improvement method which involves 

improvement of agricultural productivity within the existing framework of small scale peasant 

farming. They are suspicious of FDI in agriculture (FDI-A) as a thrust by the North to re-open 

the lands of the global South. This chapter attempts to show both accounts of the debate. It 

also seeks to understand why there is a continued call for FDI-A when for more than two 

decades now the government has been encouraging and promoting foreign direct investment 

in the agricultural sector with its impact being insignificant and at times worsening the level 

of food security and poverty levels. In this chapter I found out that there is an inverse relation 

between FDI-A flow and food security, in which FDI-A is resulting in decreased food 

availability and increased agricultural imports due to the lack of food production. I conclude 

that there is no need to call for more FDI-A but rather more investment is needed to help 

eliminate the challenges small scale farmers are facing so as to improve the existing mode of 

farming. 
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Tanzania 

 

By Lenny Majigo Mwijarubi 

 

Introduction 

Since the 2008 global food crisis, development debates have centered on food security, 

especially in developing countries. Food insecurity has been a growing concern in many parts 

of the world. According to the United Nations (2009) between 2004/06 to 2008 the proportion 

of undernourished has increased to 29 percent from 28 percent in sub-Saharan Africa. The 

implication is that Millennium Development Goal 1 which centered on halving the world’s 

hunger population by 2015 (to 1990s levels) was not achieved (Conceicao et al, 2011). 

Although some have argued the “crisis was precipitated by financial speculation and 

hoarding,” it’s happening cannot be viewed as coincidental and prompts a deeper 

investigation in the “structure of agriculture and its organizational and institutional 

frameworks” (McMichael & Schneider, 2011).  

The crisis in agriculture has come to the forefront in the United Republic of Tanzania 

(URT) political and scholarly debates.  After years of policy reforms it has now been realized 

that the various reform initiatives have not positively affected food security, especially among 

the rural poor. Accordingly, the most efficient method to achieving this growth is through 

increased investment to the sector. While the idea of investment is widely shared, contentions 

are on the type of investment that should be pursued and who should be the one driving 

transformation in the sector in terms of investment and actual change in productivity. 

On one side of the debate there are those pushing for the ‘transformation’ method 

which involves large-scale commercial farming. The advocates of this include government, 

some public international organizations such as the Food and Agriculture Organization (FAO) 

and various academics (Msuya 2007; Ngowi 2012; Mnali 2012; Kweka 2009; Biswalo 2011). 

On the other side of the debate are those calling for the ‘improvement’ method which entails 

“improvement of agricultural productivity within the existing framework of small-scale 

peasant (smallholder) agriculture” (Obeng-Odoom, 2013; Patnaik 2012; Mueller 2011; Moyo 

2000; Kapunda1994; Weiner et al 1985; Okereke 1975).  

Throughout the debate the consensus among the two schools of thought is that 

agricultural investment is crucial  for increasing both productivity and food security, the 

contention is on who and what is to be the agent of this transformation (improvement method 

versus transformation method). This study seeks to focus on determining the relationship that 

exists between FDI-A flow and food security. In doing so the study will attempt to know the 

type of the impact has FDI-A had on food security and on the rural poor. 

 

Literature Review  

The classical agrarian question draws from the work of Kautsky and Lenin who drew 

important conclusions in their analysis of the future of the peasantry and the Russian state as a 

whole (Mueller, 2011). Kautsky and Lenin “identified specific relationships between classes 

and their idiosyncratic roles in the production process as a whole” and discovered that rich 

peasants (capitalist farmers) were far more superior in terms of agricultural productivity and 

efficiency given that they were more competitive. This new school of thought, prominently 

known as the ‘neo-populist school’, was to be further developed by agrarian economist 

Alexander Chayanov. The Chayanovian conception, however, differed from his predecessors. 

Cost benefit calculations “led Chayanov and his followers to deduce that peasants constantly 
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operate with superior efficiency compared to capitalist farms, which they regard as relatively 

wasteful, inefficient and unsustainable” (Mueller, 2011: 28).  

Kautsky’s followers oppose Chayanovian conception and declare that the reality is 

that small-scale farmers face numerous strains that reduce their efficiency – they include “lack 

of finance, lack of information, lack of bargaining power, the necessity of securing 

subsistence income, and the necessity of reducing risk” (Murray, 2002: 433). These 

constraints make small-scale farming not the ideal mode of production that can sustain food 

security for a country. In this sense a capitalist farmer is the ideal farmer because a capitalist 

farmer “is in a situation of direct competition for market share and profits, not least in order to 

be able to bear the cost of wage labour inputs”. “Unlike his/her peasant counterpart, he/she is 

subject to a systematic compulsion to be an efficient producer, and therefore to invest, to 

expand and to accumulate” (Mueller, 2012: 25). 

Kautskians have pointed out that the Chayanovian conception that “smallholder 

farming is more efficient than other forms, especially capitalist agriculture” (Chayanov, 1925) 

is “nothing more than an indication of spurious correlation” (Sender & Johnston, 2004). There 

is no disputing the “technical superiority of the large farms” (Kautsky, 1899: 92). According 

to Sender and Johnston (2004) the arguments in support of small-scale farming seems 

astonishingly weak. In their study, which relates to the ‘size-efficiency’ relationship, they 

found that the view of the efficiency of small-scale farming is driven by the potential they 

posses and have not uncovered any evidence to suggest otherwise even after the liberalization 

process of the 1980s.   

Proponents of large-scale commercial agriculture argue that they “enjoy economies of 

large-scale production”, and thus the more practical “way to attain global food security” 

(World Bank 2007). They further stipulate that large scale agriculture increases quality and 

quantity of agricultural production as well as create massive pools of employment 

opportunities that enable peasants to obtain better wages (Deininger 2003; Obeng-Odoom, 

2013). 

However according to Obeng-Odoom (2013), arguments centred on the innovative 

capacity and productive superiority of large-scale commercial farming “have been used to 

justify and extend current large-scale investment in land, popularly called land grabbing”. 

Furthermore, according to scholars (Crewett & Korf, 2008; Cotula et al. 2011; Alden-Wily 

2011), the favouring of large-scale commercial farming has led to the ‘commercialization’ of 

agriculture which in turn has “left in its wake widespread land dispossession, a worsening of 

food security, and a crisis of livelihood”. Opponents of large-scale commercial farming argue 

that small-scale farming is the most efficient method that offers self-sufficiency and food 

security in society (Naerstad, 2007). According to Ploeg (2014) “peasant agriculture can also 

contribute considerably to overall economic growth; directly through increases in production 

and productivity and, indirectly, by forming a large internal market.” 

Recently there has been a reappearance of contribution on this topic by African 

scholars such as Msuya (2007), Moyo and Yeros (2005), Mafeje (2003) and Shivji (2009). 

These scholars hold different views on this subject. While others (Shivji 2009, Moyo 2005, 

Mafeje 2003) diverged from the mainstream approaches of the debate and have dedicated 

their research to focus on land issues and neo-imperialism, and the national agrarian question 

others (Msuya 2007, Mnali 2012, Kweka 2009) have stuck within the liberal economic theory 

confines. 

In his analysis in ‘The Impact of Foreign Direct Investment on Agricultural 

Productivity and Poverty Reduction in Tanzania’, Msuya E. (2007) found that FDI-A could 

have a positive impact on productivity. However he debunked that this productivity could 
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only be achieved if smallholder farmers were linked to FIEs through integrated producer 

schemes.  

Similarly scholars Kabelwa (2006), Mnali (2012) and Kweka (2009) see FDI-A as key in the 

development of the agriculture sector in URT. These scholars have further pointed out that the 

positive relationship that has been noted between foreign direct investment stocks and GDP 

growth rates in mining and other capital intensive sectors (telecommunications, tourism) can 

be achieved in the agricultural sector through development plans such as the government 

Vision 2025 (Ngowi, 2010; Rutihinda, 2007; Msuya 2007). 

However, opponents question that view. They see the call for increase FDI-A as an 

“agenda of restoring colonial-type trade patterns” between Africa and the West. Scholars such 

as Shivji, (2009), Thomson (2011) Patnaik (2012) and Moyo & Yeros (2007) see it as a form 

of dispossession through primitive accumulation.  

McMichael (1997) adds that the ultimate goal of economic reforms as introduced by 

the Bretton Woods institutions was to “extend the reach of the state (the West) by 

incorporating peasantries into market relations” (McMichael, 1997: 639). In doing so the 

West could have control of the food regime “whether directly through food markets or 

through industrial policies geared to lowering wage costs via cheap food imports” (Ibid). The 

alteration of many areas in the developing countries into food dependent states is a show of 

this effect. De Janvry (1981: 70) notes in Latin America, for example, “other than Argentina 

and Uruguay, all countries switched from being grain exporters to grain importers between 

the 1930s and the 1970s”. This phenomenon is being witnessed across the Third World.  

Similarly Patnaik (2012) sees “the entire thrust for free trade in agriculture, promoted 

by the BWI and the World Trade Organization (WTO)” as a thrust by the North to re-open the 

lands of the global South (Patnaik, 2012: 238). What has occurred is an “over-shooting” in 

which “the decline in food grains output per head in the developing world has been far greater 

than the increase in developed countries, leading to an overall global decline in per capita 

output and availability” (Patnaik, 2012: 241). 

According to Rweyemamu (2003) the reality is that the economic reforms favouring 

FDI-A are not taking “into account existing socio-economic differentiation” (Rweyemamu, 

2003: 4). Although FDI-A is believed to positively affect smallholders in reality richer 

farmers benefit more from such reforms as “increasing amounts of capital are needed to 

ensure food security, get access to land, hire labourers, and engage in commercialized” 

farming (Ponte, 2001). According to Ponte (2001: 89) poorer farmers who exclusively rely on 

agriculture for their livelihood are likely to be undervalued and excluded. These farmers 

exclusion has led to desperation among smallholders who now opt for fast growing crops 

(specifically cash crops such as cotton, and tobacco) that would see them get money fast 

(Ponte, 1998: 323). This has eventually led to the decline of the share of the national grain 

market - a feature witnessed in Zimbabwe in the 1990s (Moyo, 2011).  

Besides the ‘kind of neo-colonial dynamic’ that the new agrarian crisis has, critics 

have also been alarmed by the fact that one-third of the investment majority that are thought 

to be for production of food crops for foreign markets are, in fact, for the production of 

biofuels (Hall, 2011). In Tanzania at Kilwa, for example, a biofuel investor installed the 

“largest sawmill in the region, harvesting up to 800,000 m3 of timber on 34, 000 ha all in 

pursuit of a ‘pilot’ jatropha plantation” (Hall, 2011: 199). This form of investment is said by 

the government of URT to become a “new source of agricultural income in rural areas” (URT 

2008).  

However Sulle & Nelson (2009) report that this new wave of investment is 

misperceived and should be treated on with care. This type of FDI-A is controversial because 
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in many cases it has disrupted the socio-economic relations of the peasantry and urban 

societies as a whole. A good example is the case of Sun Biofuels in Kisarawe which affected 

eleven thousand people when their village was acquired. Such projects severely disrupted 

rural livelihoods whilst returning minimal benefits (Oakland Institute, 2011). 

The neo-populist discourse proposes the coexistence of large and small-scale farms. 

According to Ploeg (2014) though, “this proposed ‘coexistence’ legitimizes a situation in 

which entrepreneurial and capitalist farms are crowding peasant farms out of the market”. In 

consequence, “the growth of total food production (at the macro level) is slowing down” 

(Ploeg, 2014). 

Thus it would seem then agricultural trade liberalization has worsened the plight of 

small farmers in developing countries, by aggravating “already-existing uneven opportunities 

in the world food system” (Pritchard, 2009). It seems more and more apparent that trade in 

primary products consist of vast costs for the exporting country because it has led to a 

decrease in the production and accessibility of basic food products. Decline in food staples 

leads to the aggravation of peasant agriculture and a peasant way of life. In other places, India 

for example, it has been recorded to cause large-scale famine and mortality among the 

peasantry (see Patnaik, 2012). 

However, the current discourse (liberalism) stipulates that a decline in food staples 

will be complimented by an increase in income which will help address food insecurity 

amongst vulnerable populations/rural areas. This however has been shown to be redundant 

because increased income leads to dietary diversification which leads to a rise, not a fall in the 

consumption of food and other cereals. According to Patnaik (2012) “fifty years of data from 

the United Nations Food and Agriculture Organization (FAO) show that as average income 

rises in a country and diets become more diversified to superior foods, the per head cereal 

demand, far from falling, rises steeply, and the average calorie and protein intakes rise in 

tandem” (Patnaik, 2012).  

In essence if small-scale farming is more sustainable, produces more food per acre, 

and employs a vast majority, the solution to increased agricultural productivity, poverty 

alleviation and food security may well be a peasant driven agriculture rather than a turn to 

large-scale commercial farming. Take China for example. In China the “the peasantry has 

been re-establishing itself since the beginning of the 1980s and has achieved impressive 

agricultural development” (Ploeg 2014). Since then “China has witnessed an impressive 

reduction of poverty, and agricultural production has continuously grown”. According to Li 

Xiaojun et al (2012) “this is in stark contrast to sub-Sahara Africa, which has seen a 

stagnation of agricultural production and an absolute increase of people living on or below the 

1 dollar a day poverty level” (see Li Xiaojun et al. 2012). Although China is deemed a 

controversial case as it is seen as a communist state that exploits its peasantry, make no 

mistake that it is the peasantry that is the main driver of development (Ye et al. 2010). China 

is an "important indication of the productivity that can be realized through smallholder 

agriculture” (Dan 2006). 

However some Tanzanian scholars (Kabelwa 2006; Msuya 2007; Mnali 2012; Kweka 

2009; Rutihinda, 2007) see small-scale farming as ‘old fashioned’ and argue that if there is to 

occur any meaningful impact in the sector – if there is to be increased production – there has 

to be a larger flow of FDI-A so as to increase FDI stock. Nevertheless, it is the same old 

fashioned traditional small-scale farmers that have contributed to the growth of Tanzania for 

over 50years. For all those years the agriculture sector has contributed more than 40 percent 

to GDP. Although this number has declined in recent years, it still contributes the highest 

percentage – 24percent – to GDP. 
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Furthermore since the 1990s URT has recorded continued FDI-A flow. Between the 

period 1999 to 2001 Tanzania received an average of USD $36.1 million in FDI-A. 

Furthermore between 2003 and the first half of 2011 total foreign investment flows into 

agriculture amounted to US$164.4 million (URT, 2011). However despite this, the sectors 

share to GDP has been declining. In a space of 19 years the contribution fell from about 45 

percent in year 1990 to around 25 percent in year 2009 (URT, 2011). In addition, between 

1998 to 2009 agriculture sector recorded lower growth rates of an average of 4 percent rates 

compared to the industry and service sectors of 4 percent whilst the later “grew by averages of 

8.3 and 7 percent respectively during the same period” (MAFAP 2013). Moreover, from 2000 

to 2008 agricultural growth rate improved by only 0.1 percent. So why is there still a 

continued call for increased FDI-A despite its dismissal contribution to growth and 

productivity in the agricultural sector?  

It seems the call for FDI-A is a call for how things ‘might be’ if large-scale 

commercial agriculture was adopted. This hope for better through private and foreign 

investment was witnessed during the 1990s when about 400 state-owned companies were 

privatized in Tanzania. The belief was that private investment would lead to smoother 

functioning, more production and better products. Unfortunately only a handful of the 

companies succeeded while most have exhausted government funds. The only area that 

responded well to privatization was/is the export industry. This is not shocking because FDI is 

market driven or efficiency driven and the efficiency that comes with FDI is based on the 

need to sustain and increase profit not necessarily on maintaining social needs.  

 

Theoretical Framework 

The study view is based on the ‘law of comparative advantage’ developed by David Ricardo 

(1772-1823). He argued, that “free trade will bring benefits to all participants because free 

trade makes specialization possible and specialization increases efficiency and thus 

productivity” (Jackson & Sorensen 2007: 184). This way of thinking was inspired “by Adam 

Smith who argued that two countries could benefit from trade if they specialized in the goods 

they produced best and traded with each other”. It is where the concept of ‘positive sum 

game’ stemmed from.  

In such case, given the land abundance, African countries would most certainly benefit 

from market liberalization through Ricardo’s ‘Theory of Mutual Benefit’ (Theory of 

Comparative Advantage). Here, the general belief is that developing countries have a strong 

competitive edge when it comes to agricultural production, and so liberalizing trade in 

agricultural products is a certain path towards economic growth and higher incomes. 

Theoretically, by specializing in the production of those agricultural commodities that they 

are ‘best’ at producing, developing countries can earn foreign exchange that can then be 

ploughed back into boosting agricultural productivity (Unisféra International Centre, 2005; 

Barthwal-Datta, 2013). The fact that agriculture provides assurance to the masses in terms of 

employment, income and food supply further boosted efforts to liberalize the agriculture 

sector. 

 

Methodology 

The study used qualitative methodology. This study provided descriptive assessments of the 

impact FDI-A has had on the rural poor and peasant farmers. This featured in-depth analysis 

and review of existing and previous works and data on rural livelihoods were affected by FDI-

A. This study also used statistical data from completed works and documents, reviewed and 
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established FDI_A trends and its impact on food security, agricultural productivity, peasant 

farming, and rural livelihoods.  

Why the need for FDI-A? 

 

Need for FDI-A: Transformation Method versus Improvement Method 

In spite the surge of attention agriculture is receiving, the sector still has limited economic 

capability to fill the investment gap. “Commercial bank lending to agriculture is less than 10 

percent in sub-Saharan Africa, while microfinance loans are usually too small and not suited 

to capital formation in agriculture” (Da Silva & Mhlanga, 2009). It is dubious to think that 

international donors will assist in the solution either, as the “share of official development 

assistance going to agriculture has fallen from around 10 percent to 5 percent in the past 

decade” (Hallam, 2011). Furthermore, in light of the economic crisis the developed world is 

experiencing and the global economic slowdown it is doubtful that international aid will 

increase to levels that meet investment needs in any foreseeable future. 

Given the difficulties of attaining capital for investment, it is argued by TMAs that 

foreign direct investment could act as a substitute. According to URT (2008) “FDI serves as 

an important complement to domestic investment – as a source of external capital – since 

domestic investments in developing countries such as Tanzania are very small” (URT, 2008: 

149). The potential for growth is significantly increased if more FDI inflows can be directed 

to the sector. A review of case studies by Gerlach and Liu (2010) “on sub-Saharan Africa 

suggests that less than 5 percent of FDI goes to agriculture”. In Tanzania it is even lower – 

“about 2.1percent of total FDI inflows were directed to agriculture” (Msuya 2007). 

In order for Tanzania to become more food secure it is vital that agricultural 

productivity be improved. According to SIPA (2010), for example, Tanzania has a very low 

agro-processing infrastructure. In turn Tanzania is exporting unprocessed agricultural 

products while local demand for agro-products is not being met. According to one estimate a 

“Tanzanian farmer produces only enough food to feed 2 people, when compared with an EU 

farmer who can feed 130 people” (SIPA, 2010). Furthermore irrigation development in 

Tanzania is constrained by low investment and inadequate technical capacity of most 

producers to develop and manage irrigation schemes in a sustainable manner” (URT, 2008). 

According to TMAs these inadequacies can be eliminated through medium and large-scale 

farming (FDI-A) because “they benefit from economies of scale; have the ability to irrigate 

year-round; can access to modern technology; and possess ability of farm owners to attract 

finance” (SIPA, 2010: 5). 

However an examination of FDI-A in Tanzania suggests that there has been continuous flow 

of FDI-A since 1990 with recorded available data starting from 1999.With the exception of 

2006, from 1999 there has been continued FDI-A inflow in the agriculture sector.  

 

Table 1: FDI in agricultural sector (USD Million) 1999-2008 

Year 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Amount 

(USD 

Million) 

31.9 50.4 34  8  15  9 10.09 -4.39 3.80 21.2 

 

Table 2: FDI flow in agricultural sector (USD Million) 2009-2012 

Year 2009 2010 2011 2012 

Amount  

(USD Million) 

29.0 22.9 31.4 11.2 
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Source: TIC 2008, URT 2011, URT 2012 

However the flow has not manifested into economic growth. The FDI-A is interestingly 

unsteady – it fluctuates. The highest flow was 2000, followed by a decline, started rising 

again in 2008-9, and rose to the level of 1999 in 2011. But the 2000 level has never been 

reached. What is more interesting is the fact that there is no targeted mention of FDI-A flow 

just call for more FDI-A. Meanwhile as Table 3 and Table 4 show, over the years the 

percentage “contribution of the agricultural sector to GDP has fallen from 50 percent in the 

1990s to approximately 25 percent in 2009”. Recent data show the trend continuing 

“declining to 24.5 percent in 2013 compared to 24.7 percent in 2012” (URT 2014). The tables 

suggest there has not been any direct correlation between flow of FDI-A and growth in the 

sector. 

 

 

Table 3: Average Agricultural Contribution to GDP 

Years 87-90 90-93 94-98 98-2000 

Percentage 

Contribution 

48.2% 48.4% 50.0% 50.0% 

Source: URT 2011, TIC 2008 

 

Table 4: Percentage contribution of agriculture to GDP, 2000-2009 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

GDP 

Contribution 

29.5 29 28.6 28.7 29.5 27.6 26.2 25.8 25.7 24.6 

Source: URT 2008, URT 2011 

 

The flow has also not significantly impacted on food security levels in Tanzania. In 

fact levels of malnutrition remain high despite the inflow. Furthermore “the share of people 

with insufficient calorie consumption fell from 25percent in 2000/01 to only 23.5 percent in 

2007”. While “child stunting remained unchanged at 40percent of the children under the age 

of 5 years”, the national poverty headcount fell by 7.5 percent points in a space of 12 years 

from “35.7 percent in 2000/01 to 28.2percent in 2012” while “rates of rural poverty decreased 

by only 1percent”in the same period (URT 2014). 

According to TMAs, it is not all doom and gloom as the statistics suggest. In his 

report, “The Gains and Losses of Foreign Direct Investment in Agriculture: The Tanzania 

Country Case”, Biswalo (2011) observed that “FDI-A can have and has had positive impacts 

on food security and poverty reduction”. Throughout grower schemes FDI has managed to 

reach small-scale farmers through acquiring their land or labour. In such through 

“technological transfer and assured markets out grower schemes have led to increased 

productivity and efficiency of small-scale farmers”, which in turn has resulted in increased 

income security? For instance, “in Rungwe district, since the flow of FDI-A through the 

Wakulima Tea Company (WATCO), annual green leaf production increased fivefold from 

3.77 million kilograms in 2000/01 to 15.28 million kilograms in 2004/05”. Also, the “average 

yield of green leaf from smallholders increased as well as quality above standards set by the 

company” (Biswalo, 2011: 5). Similarly, “Morogoro small-scale farmers cultivating tobacco 

have benefited from new cultivation techniques extended by Golden Leaf Growers Co. Ltd 

that grows flue-cured tobacco” (Ibid).  

Likewise “for sugar cane production in Mtibwa Sugar Estate (MSE) and Kilombero 

Sugar Company Ltd. (KSCL) smallholders increased production from 907,000 tons in 
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1999/00 to 1,594,000 tonnes in 2004/05 accounting for about 68 percent of total production of 

sugar in 2004/05 season” (Biswalo 2011). According to Biswalo (2011) “smallholders’ 

income in sugar cane and tea production areas rose and contributed to reduction in income 

poverty in those respective areas”. 

TMAs (Biswalo 2011; Ngowi 2002; Msuya 2007; WB, 2009; FAO, 2012; URT 2008) 

cling to those success stories as demonstration that FDI-A can result in increased production 

and see such positive impacts slowly progressing throughout the potential arable lands in 

Tanzania and in the future FDI-A will have far reaching positive impacts for every Tanzanian.  

However, there is no guarantee that income security will lead to food security. 

Tanzania, for example, recorded increased exports in “agriculture in the world market from 

TZS 526.3 billion in 2003 to TZS 1381.4 billion in 2009” (URT, 2011). However in the same 

period there was an increase in “agricultural imports from TZS 768.6 billion to TZS 1303.9 

billion” (Ibid). What we are left with is increasing agricultural imports in food crops while 

export-oriented crops such as cotton, tea, sugarcane and tobacco record fast growths. As a 

result you find Tanzania’s agriculture sector recording impressive growth rates whilst barely 

meeting national food requirements.  

According to IMAs, the reason for this inverse relationship between growth and food 

security is the type of FDI-A flow. It is usually in the form of large-scale, capital-intensive, 

export-oriented agricultural production. This trend is different from the 1980s and early 1990s 

in which FDI-A was mostly “concentrated in up-stream sub-sectors – food processing, 

beverages and related allied sectors” (URT, 2001). In recent times quest for alternative 

sources of fuel, for example, has changed the main non-traditional commodities (sugar, 

vegetables and cut flowers) to investments in biofuels such as jatropha, oil palm and 

sugarcane. Studies from different scholars (Anseeuw et al. 2011, Deininger and Byerlee 2011, 

Mueller, 2011) suggest that “investors in biofuel are targeting countries like Tanzania that 

have weak land tenure security but offer relatively high levels of investor protection”. It is a 

feature that clearly shows how new “forms of investments involve acquisition of land and 

actual production rather than looser forms of association with local producers” (FAO, 2012: 

3). 

Admittedly small-scale farming is hand-hoe and rain-fed and has numerous other 

problems that discourage many when considering the future of agriculture and food security 

in Tanzania. However, it has been the backbone of the Tanzanian economy since 

independence. Although government has over the years increased its budgetary contribution 

to the sector to about 6percent in 2014 from 2.95percent in 1990, it is still very low compared 

to the contribution it has to GDP. 

 

Impact of FDI-A on: 

Food Security and Rural Poor 

Over the past decade Tanzania has achieved rather decent steady agricultural GDP growth 

figures of 4.3percent per annum. However, food production has not followed suit. Taking 

Tanzania’s two major staple foods (Table 8) maize and rice, from 2000 to 2009 productions 

of the two crops declined sharply to an extent where Tanzania experienced a net imbalance. 

Although favourable weather conditions in the past five years have since changed maize 

production output, it should be a matter of concern to us because of the irregularity of the 

weather. Besides 90 percent of Tanzania’s food needs is produced by small-scale farmers who 

are heavily reliant on rain which makes them highly susceptible to weather shocks. More 

unfortunate is the backwardness of the sectors irrigation infrastructure. “Only 1 percent of the 

country’s 22 million ha identified as suitable for irrigation has so far been developed” (MAIR 
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2013). Who knows what will happen if the irrigation infrastructure for small-scale farmers 

was improved. 

The Self Sufficiency Ratio (SSR) shows on average Tanzania is marginally self-

sufficient in terms of food supply. This is evident in that for the past 20 years only 1percent of 

Tanzanian households and “1.2 percent of rural households consumed only one meal a day, 

with no change recorded since the HBS 1991/92 survey” (URT 2012). Similar reports have 

been reported by other surveys such as the Agricultural Census Survey (ACS). According to 

ACS in 2007/08 only “2.3 percent of rural households consumed only one meal a day as 

compared to 3.4 percent in ACS 2002/03 – implying an improvement in food security in rural 

areas between the two surveys” (URT 2012). However TDHS data indicate that there was an 

increase in the number of households in Tanzania mainland that usually consumed one meal a 

day to 2.8 percent. Also, “almost half (48 percent) of rural households reported consuming 

only 2 meals per day compared with 20 percent of urban households indicating that food 

availability is low” (Ibid). 

Furthermore, at national level between 2006 and 2009 the food self-sufficiency ratio 

decreased from 112percent in 2006-07 to 104 percent in 2008-09 (URT, 2011). The 

unfavourable trend was caused by extreme weather conditions that prevailed mainly in 12 

regions of “Arusha, Kilimanjaro, Tanga, Morogoro, Pwani, Dar es Salaam, Lindi, Mtwara, 

Ruvuma, Mbeya, Kigoma, and Manyara”. On the other hand, Iringa and Singida showed an 

increase in output. Based on URT classification (food surplus occurs when an area has a food 

self-sufficiency ratio of above 120) only seven regions met the target in 2008-09. These 

include: Iringa, Kagera, Kigoma, Mbeya, Mtwara, Ruvuma, and Rukwa Regions for the last 

three years (Table 11). Deficit situation was observed in the majority of regions including: 

“Arusha, Coast, Dar es Salaam, Dodoma, Mara, Manyara, Mwanza, Singida, Shinyanga and 

Tanga” (URT, 2011). 

The major observation that is drawn here is that of the different regions that have the 

highest amount of FDI-A – Arusha, Kilimanjaro, Morogoro, Mbeya, Ruvuma, Dodoma, Dar 

es Salaam, Kigoma and Tanga – only three (Mbeya, Ruvuma and Morogoro) met the ratio for 

food self-sufficiency from 2005-2010 . Although in 2012/13 Tanzania’s food self-sufficiency 

ratio increased to 113percent , the SSR “needs to exceed 120 percent to enable the country to 

engage in food export without risking selling out the domestic food requirements” . Also the 

increase was attributed not to FDI-A, but favourable weather conditions that helped small-

scale farmers harvest more crops.  

Besides missing the amount of meals households consume SSR also does not tell us 

the levels of malnutrition in URT especially for children under five. A country’s malnutrition 

levels are indicators of food security levels. Table 5 shows the indicators of child malnutrition 

in URT in the years 1999, 2005 and 2010. Of the three indicators the only huge percentage 

difference has been with underweight children from 29.5 percent in 1999 to 16percent in 

2010. However rural children have a 17percent chance of becoming underweight and a 45 

percent chance of being stunned than urban children. Stunning and wasting have also seen 

declines though only minor since 1999. In fact according to URT (2011) “wasting has 

remained the same in Tanzania for the past 10 years”. Levels of undernourishment in URT 

have also increased in 2007 to 34 percent from 28percent in 1990 (URT, 2011). Interestingly 

all of the regions (Dodoma, Lindi, Iringa, Rukwa and Arusha) with the severe cases of 

malnutrition (where 50percent of children are underweight, stunned or wasted) have received 

significant levels of FDI-A.  
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Table 5: Child Malnutrition in the United Republic of Tanzania, 1999, 2005 and 2010 

Year Stuning (height-

for-age below 2 

SD) 

Underweight 

(weight-forage 

below 2 SD) 

Wasting (weight-

forheight 

below 2 SD) 

1999 44.0% 29.5% 5.3% 

2005 38.0% 21.9% 3.7% 

2010 42.0% 16% 3.8% 

Source: MAFAP, 2013 

 

If FDI-A has not contributed significantly to food supply, then it may have increased 

household budgets by supplying employment and wage labour thus reducing poverty and 

increasing food security. However there has been no significant decrease of the share of 

people experiencing poverty between the three most recent national household budget surveys 

(2001, 2007 and 2012) In fact “speaking in absolute terms, it was found that about 1.5 million 

more Tanzanians by 2011 lived in poverty compared to 2001” (Mueller, 2011). Rural areas 

especially “suffer the most from widespread income poverty. “Per capita food availability has 

been in constant decline since its recorded high in 1979, since then it has fallen by 29 percent” 

until 2011 (Ibid; MAFAP, 2013). 

The 2012 “HBS reveals that the percentage age of Tanzanians living below the basic 

needs poverty line has slightly fallen though only from 33.6percent in 2007 to 28.2percent in 

2012” (a decrease of about 5.4percent)(URT, 2009; HBS, 2014). This is slightly better than 

the 2.1percent decrease experienced between 2001 (33.6percent) to 2007 (35.7percent). 

However the “decline was experienced more in Dar es Salaam (10.0percent) than in rural 

areas (6.1percent) and other urban areas” (1.0percent) (HBS, 2014). In terms of the incidence 

of food poverty, it declined by 2.1percent from 11.8 percent in 2007 to 9.7 percent in 2011/12 

and has remained at that level for the past two years now (URT 2014). 

We see again most of the decline occurred in Dar es Salaam as opposed to other urban 

areas and rural areas where over three quarters of the poor population (more than 80 percent) 

live. Furthermore the difference is only 1percent and 2percent higher than the decline seen 

between 2000/01 to 2007 and 2000/01 to 1991/92 respectively. The fact is “about 12.8 million 

people are still living in poverty out of the population of 38.3 million”. The condition in rural 

area is even more miserable as the incidence of poverty has decreased by only 1.3 percent - 

from 38.7 (2001) to 37.4percent (2007) during the same period”. Current data has proven 

elusive however it is highly unlikely that the situation has had a drastic change since 2007. 

What these statistics indicate is that the agricultural growth and self-sufficiency has 

not manifested itself into food security in the country. It also indicates that agricultural growth 

is not exclusively a necessary condition to poverty reduction in the country, other factors 

(crops being produced, areas where production is occurring, transportation, degree of 

employment, food access) need to be taken into account when considering food security.  

 

Conclusion 
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Agricultural remains a key sector to Tanzania in terms of employment creation, foreign 

exchange earnings and ensuring food security. However as noted throughout this chapter the 

flow of FDI-A has benefited only minor portion of the population. Overall it has made no 

significant contribution to food security or poverty reduction.  

Consequently FDI-A is a short term solution that policymakers hope will result in long 

term benefits. However, the benefits of FDI-A have not diffused into rural societies or the 

nation at large. I concluded then that the rational and more practical path to take is the 

improvement method – improving the existing mode of farming that has been Tanzania’s 

backbone for decades. The call for FDI-A is a ‘one size fits all’ policy that ignores the 

“diversity of smallholder households and livelihoods and effectively frames smallholders as 

scale-down versions of large farmers” (Vorley et al, 2012).  
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