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ABSTRACT 

 

The main objective of this study is to create an understanding of the existing niche market 

arrangements for high value products and to determine how small scale farmers can tap 

into and sustain the niche markets channels. The study specifically assessed niche market 

requirements for fruits and vegetables and the institutional arrangements that develop and 

sustain trade relations between buyers and sellers. The study also analysed 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 collected through 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 from niche markets. By using 

SPSS descriptive statistics analysed the data. Qualitative method using structural 

theoretical analysis and quantitative methods using t-test and OLS regression were used as 

tools for analysing the objectives. The study found out that niche markets demanded high 

quality, mature, colourful and big but uniform size products. To 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. Most niche markets paid the 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 margins. To 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 farmers especially those working on credit 

basis with niche markets.  
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CHAPTER ONE 

 

1.0 INTRODUCTION 

1.1 Background 

Fruits and vegetables are among high value products with higher monetary value than 

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 

country’s social-economic growth as it employs large and small, rich and poor farmers 

(Xinshenet al., 2007). The average annual worldwide production and trade in fruits and 

vegetables has grown steadily with Asia being the leading exporter (USD 607 million), 

followed by Latin America (USD 408 million). Sub Saharan export value is USD 89.6 

million (World Bank and MIGA, 2006). Tanzania’s export share of fruits to the EU 

markets is 0.7% of the total export share of the crop from sub Saharan countries (DTIS, 

2005). In Tanzania the yields of fruits and vegetables is low amounting to 50-60% lower 

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 are not 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 (Barrientoset al., 2005). As Ssejjemba (2008) reports, in 

Kenya and Uganda better graded tomatoes are sold to the niche markets while poorer 

grades are sold to the open markets. In Tanzania selling of tomatoes to the open markets 

yields gross revenue of USD 700 per acre per season while farmers who supply the same 

product to hotels obtain USD 1120 for the same quantities (Mafuruet al., 2007).   
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Developed countries have incurred a large and growing horticultural trade deficit, which is 

now larger than the trade deficit for all food products taken together (Ali, 2008). There is 

also a growing niche market for dried fruits especially in the European Union and the 

United States (Kamau, 2008).This indicates a growing demand for horticultural products 

in developed countries and hence the growing niche market for exporters in developing 

countries (Ali, 2008). About 32 000, 165 000 and 32 000 people in Uganda, Kenya and 

Tanzania depend on this export trade for their livelihood (Leggeet al., 2006).  

 

Regional high value products’ trade provides commercial opportunities for many small 

farmers. The total value of regional trade increased from USD 26 million in 2004/05 to 

USD41 million in 2009/10.  In 2004about 40 000, 13 000 and 40 000 tons of oranges, 

tomatoes and onions with a value of USD 9.20, 1.43 and 16.32  million respectively from 

Tanzania were exported to Kenya. Tanzania produces more than 130 thousand tons of 

tomatoes annually, 30% of this being absorbed in the regional markets of Kenya, Malawi 

and Comoros (TAHA, 2009). Oranges from Tanzania have the comparative advantage of 

being free from greening disease which is a serious problem in Kenya (DTIS, 2005). Out 

of the average of 160 tons of oranges produced per year, more than 85 tons are sold in the 

Kenyan markets (TAHA, 2009). Unlike Kenya, Tanzania has also a comparative 

advantage for onion production due to lower cost of production (DTIS, 2005). About 50% 

of onions consumed in Kenya come from Tanzania and accounts for about 8 out of every 

10 tons of onions sold in the Wakulima market in Nairobi (TAHA, 2009).  Much of the 

regional trade has been closely related to the extensions of Kenyan export operations for 

fresh vegetables (World Bank, 2005).  
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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 passed on to the farmers. These markets 

offer farmers higher and stable prices than the traditional open markets (Hellinand 

Higman, 2002). Foreign niche markets are willing to pay a significant premium of up to 

35% to receive goods that are fresh-processed and packed. In Tanzania high income 

consumers shopping in the supermarkets are willing to pay Tsh. 1000 per unit of improved 

varieties of mangoes as opposed to Tsh. 500 per unit of traditional 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 added before reaching 

the end consumer making such a product less profitable to producers (Jones et al., 2002).  

 

The rapidly growing tourism industry has been one of the major driving forces in the 

commercialization of high value products such as fruits and vegetables in Tanzania 

(Ashimogo and Greenhalgh, 2007). This industry has an average growth rate of 10% per 

annum and in 2010 it attracted 800 000 visitors (Wolfgang, 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 supply the product when the major 

exporters to Europe are in off season.  
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In Tanzania, supermarkets are regulated to source at least 40% of the goods they sell from 

local producers. However, given the under-developed state of much of Tanzania’s 

processing sector, such a goal may be difficult to achieve outside of the fresh produce 

category (fruits and vegetables) (Weatherspoon and Reardon, 2003). Given the limited 

processing capacity supermarkets become a potential niche markets that small scale 

horticultural producers can capture in their efforts to escape from poverty.  

 

Farmers however are constrained by knowledge and information on requirements for 

quality, quantity and consistency in supplies to secure these niche markets (Hubbard and 

Delatouche, 2000). The standards act as barriers and their fixed and variable compliance 

costs constitute an integral part of the niche market decision of firms (Rau and Schlueter, 

2009). For example a vegetable exporter from Tanzania undergoes at least six audits and 

certifications apart from the general phytosanitary 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 (Roy and Thorat, 

2008). Due to lack of this information 10-15% 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 some hotels in Tanzania source some of 

their fresh fruits and vegetables from as far away as Kenya and even South Africa 

(Berdegueet al., 2008). The quality deficiency forced some supermarkets to undergo a 

process of concentrating their sourcing from commercial farmers rather than offering 

smallholders a new market opportunity (Barrientoset al., 2005). The import ban imposed 

in October 2009 by Angola on bananas from Tanzania is another vivid example of the 

failure of Tanzanian farmers to comply with the required standards (TAHA, 2009). 

Therefore sustaining the niche markets is a much more difficult and elusive objective than 
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gaining initial access to the niche hence a need for farmers to know how to work and relate 

with niche markets (Berdegueet al., 2008).  

 

Therefore accessing niche markets involves a knowledge process which requires 

researching, identifying and targeting specific niche markets 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 intelligence, 

contacts and capital (Westermanet al., 2005). However, smallholder farmers lack such 

information base (DFID et al., 2004). Only with this information and skills will 

smallholder farmers be able to adapt to niche markets (Hellinand Higman, 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.  

 

1.3 Objectives 

1.3.1 General objective 

The general objective of the study is to create an understanding of the existing niche 

market arrangements for high value products and to determine how small farmers can tap 

into and sustain the niche markets channels. 

 

1.3.2 Specific objectives 

The specific objectives of this study are: 

i. To assess niche market requirements in terms of type, demand and quality of fruits 

and vegetables. 

ii. To assess institutional arrangements that develops and sustains trade relations 

between sellers and buyers.  
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iii. To analyse the effects of transaction costs on markets arrangements, linkages and 

relationships among traders in the open and niche markets. 

iv. To analyse the benefits of complying with the standards identified in this study and 

the factors affecting the benefits.  

 

1.3.3 Research questions 

i. What types of fruits and vegetables are required by niche markets and what are the 

associated quality and standards requirements?  

ii. What are the required forms of delivery services of fruits and vegetables to the 

niche markets and what forms of exchange arrangements take place in niche and 

open markets? 

iii. Are the transaction costs of market arrangements, linkages and relationship equal 

among traders in the open and niche markets?  

iv. Is it beneficial to comply with the niche market standards and what are the factors 

affecting the profit margins from selling to the niche markets?  

 

1.3.4 Hypotheses 

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

tested. 

i. The effects of transaction costs on market arrangements, linkages and relationship 

among traders in the niche and open markets are not significantly different.  

ii. Profits gained by traders who comply with niche market standards and hence sell 

their products to the niche markets are not significantly different from the profits 

gained by traders who sell their products to the open markets.  
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CHAPTER TWO 

 

2.0 LITERATURE REVIEW 

2.1 Niche and Open Markets 

Niche markets are specialised markets or individuals in a group identifiable by the same 

specialized needs or interests 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 

particular products (Novelli, 2005). Open market on the other hand is the mass market 

where undifferentiated products are sold (Gegner, 2004). This type of a market identifies 

relatively large segments of the market to serve as potential customers. Large firms have 

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

high volume product (Bailey and Ward, 2008).  

 

Successful niche markets are characterised by increased stability. Stability is important as 

it decreases risk and uncertainty to the producers and/or suppliers (Goossens, 2011). Niche 

markets are also more profitable than the open markets. For example supermarkets offer 

higher margins (17%) to the Tanzanian farmers compared to the open markets (Kamau, 

2008). Niche markets however, 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 but a balance between being large enough to produce 

sufficient business but small enough to be overlooked by competitors is necessary 

(Novelli, 2005).Niche markets have high growth potential and have negligible interest to 

competitors as they provide entry barrier for competitors through accumulated customer 

good will (Cuthbert, 2008).This provides an opportunity to small scale producers to 
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penetrate this market and thereby improving their social and economic conditions (Hellin 

and Higman, 2002). This is because small firms give more attention to quality and design 

of their final products, enabling them to supply products to niche markets (Boonzaaier and 

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 supply coordination. The buyers in 

the open markets put more attention on price of the products while quality standards are 

limited to minimum quality requirements (Leeet al., 2010). The minimum quality 

requirements are such as products not affected by rotting or deterioration such as to make 

it unfit for consumption (OECD, 2012).  

 

2.2 Small versus Large Firms in Niche Markets 

Niche marketsare more viable for small and medium sized enterprises based in agriculture 

and agri-food sector of the economy (Cuthbert, 2008). Small firms often find success in 

identifying relatively small niche markets that large firms ignore. Small firms do not 

typically compete with large firms in niche marketsthe task of defining the niche markets 

for the products, establishing a differentiated product and using the product to compete 

against similar products in the markets remain the same (Bailey and Ward, 2008). 

 

2.3 Establishing Food Standards 

Niche market is an attractive opportunity available to small businesses which provide a 

means to use new and untapped resources while creating new revenue streams. The choice 

to pursue a niche market strategy requires critical assessment by the farmer (Bailey and 

Ward, 2008).Farmers need market information to help them make informed decisions on 

what to produce with assured quality standards (Lyatuuet al., 2009). Standards to improve 
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food safety include characteristic of the final products, production practices in the food 

supply chain and traceability within the supply chain. These standards are private and are 

developed by firms, independent standard-setting bodies and NGOs (Hammoudiet al., 

2009; Hobb, 2010). At the international level the discussions on these standards have 

focused on harmonisation of the private standards while within the public arena this had 

led to changes in regulations at national levels (Hammoudiet 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 these private standards 

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 of supplies (Hobbs, 2010).  

 

2.4 Institutional Arrangements to Develop and Sustain Trade Relations 

Institutions refer to the wider set of rules, norms and agreements that structure human 

interactions. These are collectively accepted system of rules, procedures and practices 

(Searle, 2005). Formation of contracts is one of the institutional arrangements between the 

trading partners. Niche markets enter into contracts with suppliers with regards to quality 

of products, frequency of supply, certification of suppliers and payment schedules. To 

successfully secure these niche markets, suppliers must comply with the requirements of 

the niche (Ali, 2008). Tourist hotels for example require a steady supply of fresh and high 

quality fruits and vegetables (Babuet al., 2007). However tourist hotels may choose to 

import fruits and vegetables because of limited variety, low quantity and quality, lack of 

continuity and reliability of suppliers and a failure of delivering the products in time 

(DTIS, 2005). On the other hand supermarkets such as Uchumi, a leading supermarket in 

East Africa, are known to require top quality fresh produce (Mwangi and Kimathi, 2006). 

Supermarkets require interested suppliers to bring test samples and subsequent supplies 
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depend on the sales of the test samples (Ashimogo and Greenhalgh, 2007). 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 market product movement (King et 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 high quality products, strict compliance with the phyto-

sanitary regulations imposed by importing countries and to have competitive prices and 

quality (Ashimogo and Greenhalgh, 2007).  For example when the exporter supply onions 

to Philippines he has to comply with 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). 

 

2.5 Market Linkages 

Market linkage implies a physical connection between the producer and the ultimate 

consumer and this involves financial transactions. Market linkages facilitate flow of 

produce between different levels of the marketing system (Tracey-White, 2005).  Linking 

farmers with markets should go hand in hand with indentifying the niche markets, 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 access to market information through 

visiting the markets, using mobile phones or using nearby farmers who visit the market 

(Lightfoot and Scheuermeier, 2006). 
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Farmers however operate on small size and dispersed production units which hinder 

themfrom realising economies of scale due to high transaction costs (Sharma and Sengar, 

2012). As smallholder producers lack economies of scale collaboration among them is 

necessary for their involvement in high value fruits and vegetable chains (Zoss and 

Pletziger, 2007). This includes aggregation of products across different farmers which can 

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

linking the farmers with niche markets. Again, close linkages between farmers and the 

exporters are more successful in enabling the farmers to access foreign niche market. Such 

linkages can help build up the professionalism of the smallholders’ agricultural practices 

(Zoss and Pletziger, 2007). 

 

2.6 Market Arrangement 

Market arrangements involve agreements to exchange goods or services. One form of 

arrangement is contracts to exchange goods another is producer organisation which is an 

agreement among the farmers to deliver the products to clients (Eaton et al., 2008).  

Market arrangements are made by organisations 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 provides seeds, extension advice, credit and a guarantee 

to procure the produce at harvest 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 the broiler when they are ready for sale (Tracey-White, 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 that guarantee a price for a future delivery of their anticipated 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 this is to earn a premium for future delivery without the need to incur 

storage costs (Masters and Abbott, 2000). Interestingly in the fruit and vegetable sub-

sector traders sometimes buy farmer’s produce on credit and pay after selling. The market 

participants have difficult in overcoming problems related to fluctuating prices and supply 

of fruits and vegetables due to the fact that the products are perishable and cannot be 

stored and sold during offseason (Eskola, 2005). However threats that arise from working 

under contracts are lack of compliance and effective enforcement mechanismfor example 

Eaton et al. (2007) report that default can occur because of production failure or because 

farmers sell their produce to a competing buyer. He pointed out that the weak legal system 

and lack of collateral create a considerable risk 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 rules and enforcement mechanism which foster efficient contracting to 

both parties (Eaton et al., 2008).  

 

2.7 Market Relationship 

The best way to achieve business’s objective is through satisfaction of its customers. 

Satisfying customers is to know what customers need and how to meet those needs on 

ways that are consistent with business’s objectives. This calls for a need to establish 

relationship marketing. Relationship marketing is the development of mutually beneficial 

long term relationships between a seller and a buyer. Marketers 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 to 

have those needs fulfilled (Nwakanmaet 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 individuals. In the 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 additional ex-ante costs of formulating and 

negotiating the terms and condition of contract. There are also ex-post transaction costs of 

monitoring and enforcing 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 may arise due to 

asymmetric market information, investments or asset specificity,non compliance with the 

contracts and customers search costs. Transaction cost on farmers and suppliers are high 

because fruits and vegetables are perishable products and therefore cannot be stored until 

sufficient information on qualitative and quantitative demand has been obtained(Eaton et 

al., 2007). Eaton et al. (2008) distinguished three types of transaction costs:-(a)Search and 

information costs which arise from searching for a suitable party with whom to trade. 

They involve visiting the traders or markets, communication by telephone, looking for 

price, testing and quality control, (b)Bargaining and decision costs which are costs related 

to time and advice that is put into bargaining and negotiating the agreement between the 

parties,(c) Supervision and enforcement costs which are costs related to time put into and 

costs made to monitor andenforce the agreement.   

 

2.9 Profit Margins 
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Marketing margin is the difference between the price the consumer pays for the final good 

and the price actually received by the grower of the commodity produced at his/her farm 

(Shah et al., 2010). According to Abankwahet al. (2010) marketing margin is computed as 

the difference between the cost of purchasing the products and the revenue derived from 

the sale of the products. 

…………………………………………………………………………..(1) 

Whereby Mm = Marketing margin 

Rp = Revenue from selling the products 

Cp = Cost of products 

To breakeven the revenue from the sale of the products should encompass the costs of 

purchasing the products, marketing costs and the trader’s profit margin. 

………………………………………..…………………………….(2) 

Whereby Mp = Marketing costs  

Pp = Trader’s profit margin  

Therefore:- 

…………………………………………..…………………………..(3) 

 

To obtain the profit margins that traders earn we less the marketing costs and the cost of 

purchasing the product from the revenue obtained from selling the products. Marketing 

costs are the costs incurred during the movement of the commodity from one point to 

another. Cox (2010) indicated that significant components of marketing costs include 

packaging, transportation, energy and advertising.According to Emam and Malik, (2011) 

transport costs are the costs incurred due to movement of products from one place to 

another. Transport costs are direct payment done by the farmer or trader to the truck owner 

or the costs incurred when the farmer or trader uses his own vehicle. 
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CHAPTER THREE 

 

3.0 METHODOLOGY 

3.1Conceptual Framework 

This framework identifies the driving force behind compliance with the costs of niche 

market standards as shown in Fig. 1. As discussed earlier, there are two types of markets 

niche and open markets. Niche markets send signals of the required standards of fruits and 

vegetables from the consumers to the producers. International public and private 

organizations set standards which ensure that the products meet the required standards. For 

example minimum standards for onions includes intact bulbs, without mouldor rotting, at 

least with the first 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 setting up national standards.   

 

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 markets, and those 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 which arise from 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 the other hand those selling to the open markets 

would only gain the price margins. Traders and farmers selling to the niche and open 



16 
 

markets incur transaction costs such as costs of contract formation, market search and 

market information.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual framework for the study 

Source: Modified from Mpenda (2010)  
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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% of the business travellers and unknown number of leisure travellers (MIGA, 

2005). The city also accounts for a large share of medium and high income markets for 

fruits (Uliwaet al., 2011).About 50% of the marketed fruits and vegetablesare consumed in 

Dar es Salaam (ECI Africaand DAipesa, 2004).  

 

Ungujais an important tourist destination in Tanzania. About 88% of the revenue 

generated from tourism industry is attributed to hospitality industry including hotel 

accommodation and catering services(Stecket al., 2010). Unguja is also an end market for 

horticultural produce from Tanzania mainland (FAO, 2007). It is estimated that 80% and 

20% of all fruits and vegetables respectively consumed are produced locally (Stecket al., 

2010).  

 

3.3 The Study Design 

Cross sectional 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 were supermarkets, tourist hotels, OMS and NMS including 

exporters of fruits and vegetables. Two semi structured questionnaires as shown in and 

were used in data collection. One type of a questionnaire Appendix 3was administered to 

the niche markets while the other typeAppendix 2 was administered to the NMS and 

OMS. Questionnaires were pre-tested by interviewing three niche markets and three OMS 
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located in Morogoro. After pre-testing 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.  

 

3.3.3 Sample 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 Salaam. A list of all tourist hotels 

located in Dar es Salaam including their classification was obtained from the City Council. 

The tourist hotels were arranged in strata according to their classification. The population 

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

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

…………………………………………………………..………….(4) 

Whereby                         n = sample size 

                                       N = Population size  

                                        e = Level of precision.  

                                           = 61/ (1+61(0.05)
2
) 

                                           = 52.93 ≈ 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. The sample ratio was used to calculate how many hotels should be drawn 



20 
 

from each stratum to make a sample of 53 tourist hotels. The sample ratio was calculated 

using the formula:- 

 

 …………………………………………………………………….…………(5) 

Whereby                     r = Sample ratio 

                                 Ns = Population size in each stratum 

                                   N = Population size of tourist hotels in Dar es Salaam 

 

Table 1 shows the sample ratio at each stratum. The ratios were then used to determine the 

sample size in each stratum. This was done by multiplying the sample ratio (r) and 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. Simple random sampling 

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 were then contacted and interviewed. The chef 

or storekeeper in each hotel was included in the study. 

 

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

Classification of the hotels  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 UngujaIsland,the population of tourist hotels and their classification was obtained from 

Zanzibar Commission for Tourism (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 of tourist 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 Salaam was obtained from Dar es Salaam 

Guide (2011) and Dar es Salaam Guide (2012) published by EAM Logistic Ltd and 

available at the Dar es Salaam airport, major tourist hotels and supermarkets. A total of 13 

supermarkets are located in Dar es Salaam. In Unguja a list of all supermarkets was 

obtained by the help of resource person from ZCT. There were only 4 supermarkets in 

Unguja and this makes an overall total of 17 supermarkets located in Dar es Salaam and 

Unguja as shown by Table 3. A stratified simple random sampling technique with 

proportionate allocation was used based on Equations 1 and 2. The Dar es Salaam and 

Unguja were the two strata. In Unguja only two instead of the four supermarkets were 

involved in the study. This is because one of the supermarkets stopped selling fruits and 

vegetables due to very 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 were involved in 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 the interview with niche 

markets they were requested to provide names and contacts of at least one NMS supplying 

them with fruit and/or vegetables. From the niche markets a list of 40 NMS was 

established. This is because about 39 niche markets did not use NMS instead they obtain 

their products from the open markets and eight 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 Salaam. Stratified simple random sampling technique with proportionate 

allocation was used based on Equations 4 and 5. The total sample size and its allocation 

between strata are shown in Table 4. The NMS included in the random sample were 

contacted by phone to arrange time and place for conducting the interview. One 

respondent in Ungujaand five respondents from Dar es Salaam could not be reached 

through their mobile phones. Other threeNMS from Dar es Salaam did not want to 

participate in the study. Therefore this makes a total of 27 NMS from Dar es Salaam and 

Zanzibar who were available for the interview as shown in Table 4. The 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 interviewed on the phone.    
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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 total of eight 

open markets were obtained whereby six were located in Dar es Salaam and two were 

located in Unguja. However the offices of the market officer in both Dar es Salaam and 

Unguja could not provide the list of all fruits and vegetable traders present in each market. 

This was due to the reason that everyday there were new traders coming to the market. It 

was also found out that fruit and vegetable traders perform their businessesin separate 

locations. This provided an opportunity for the researcher to choose those 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 continuously. Systematic sampling procedure 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 ground was interviewed. 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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3.4 Data Analysis 

3.4.1 Assessing 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 niche markets 

and the qualities of fruits and vegetables that niche markets require. Qualitative method 

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

 

3.4.2 Assessing institutional arrangements that develop and sustain trade relations 

between sellers and buyers 

Institutional arrangements or the rules of the game are the rules or procedures agreed and 

practiced by niche markets and NMS during the period of trading. Payment arrangements 

and contract formation are examples of institutional arrangement between the niche 

markets and NMS. Descriptive statistics were used to describe theinstitutional 

arrangements used by the niche markets and NMS. Frequency tables presented the niche 

markets which work under contractual agreements, the kinds of contracts formed and the 

demand for consistent supply of products by the niche markets. Cross tabulations describe 

the payment arrangements employed by the niche markets. Mean, median, minimum, 

maximum and quartile were also used to describe the frequency niche market receive 

products from the NMS per month. To address this objective, qualitative method using 

structural theoretical analysis was used.  
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3.4.3 Analysing the 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 originally known as Statistical Package for the Social 

Sciences which was later modified to Statistical Product and Service Solutions (SPSS) was 

used to analyse this specific objective. The null hypothesis that transaction costs effects of 

market arrangements, linkages and relationship among traders are not significantly 

different was tested using t-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 party fulfill its obligations) were used as 

proxies for market linkages. Other variables used as proxies for market linkages are the 

costs of assets used for transactional activities and enforcement costs (sanctioning trading 

partner that does not perform according to the agreement).Market relationship involves the 

establishment and maintenance of a profitable and long term engagement and interaction 

with a buyer and this is possible only if traders/farmers are aware of customers’ needs and 

wants and adhere to them accordingly. Therefore costs for market information and degree 

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

 

3.4.4 Analysing the benefits of complying with the standards identified in this study 

and the factors affecting the benefits 

Descriptive 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 



26 
 

markets. SPSS was used to analyse this specific objective. The null hypothesis that there 

are no differences in benefits gained between selling to the niche markets and selling to 

the open markets was tested using a t-test. Profit margins of six products were calculated 

three of them being fruits (mangoes, oranges, and pineapples), and the remaining products 

were vegetables (tomatoes, onions, and carrots). These products were chosen due to their 

high demand by the niche and open markets. Profit margins were calculated as shown 

below:- 

…………………………………………..………(6) 

  = Selling price of product i 

= Buying price of product i 

   = Quantity of product i in Kg 

= Transport costs of product i 

The profit margin model did not include costs such as packaging costs due to the fact that 

no such cost was incurred by the traders selling to the niche and/or open 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:- 

…………(7) 

Where:  

= The profit margin for NMS n from selling either vegetables or fruits and vegetables to 

the niche market.  

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

 (CONTRFORM) = Formation of contract between NMS n and the niche market.  
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 (VOLFREQ) = Average volume of product supplied by NMS n in each delivery.  This 

is a ratio of total volume of products traded in a month to frequency of supplying products 

in a month. 

 (PAYSCHE) = Payment schedule for NMS n.  

 (OTHBUSI) = Other business than fruits and vegetables performed by NMS n.  

= Parameters to be estimated.  

 = Error term.  
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Table 5: Expected signs of the model coefficients 

Independent 

variables 

Signs and theoretical justification 

NUNICHE The coefficient for the number of niche markets supplied is expected to 

be positive. This is because NMS extend their market base as they 

increase the number of niche markets they supply. Therefore an 

increase in number of niche markets supplied by NMS will increase the 

profit margin from selling fruits and vegetables. 

CONTRFORM  

1=Yes 

0=No 

The coefficient for contract formation is expected to be positive. This is 

because when NMS work on contractual terms become assured of the 

market for the products and reduces the losses due to product 

deterioration. This will ultimately increase their profit margins from 

selling fruits and vegetables.  

VOLFREQ  The coefficient for the average volume of products supplied in each 

delivery is expected to be positive. Higher volume of products traded 

lowers per unit transport costs. This means increasing the average 

volume of products supplied in each delivery will lower per unit 

transport costs and hence increase the profit margins.  

PAYSCHE 

1=Credit basis  

0=Cash basis 

The coefficient for payment schedule is expected to be positive. 

Payments done on credit basis are associated with higher prices than 

payments done on cash basis. This is to account for the time value of 

money. Therefore NMS selling fruits and vegetables on credit basis 

fetch higher prices for their products than those selling on cash basis 

and hence increase their profit margins.  

Also NMS who are paid on credit basis do not depend on this business 

solely but sell the products on cash basis too. This widens the markets 

than NMS who sell on cash basis only.   

OTHBUSI  

1=Yes 

0= No 

The coefficient for this variable is expected to be negative. This is 

because NMS will have many businesses to manage and hence fail to 

pay required attention to the fruit and vegetable business.This will 

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

markets.  

 

VIF and condition index were used to detect presence of multicollinearity as shown in 

Appendix 1.  
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CHAPTER FOUR 

 

4.0 RESULTS 

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 supermarkets as shown in Table 6. 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 because Dar es Salaam is estimated to account for over 50% of the 

country’s consumption of fruits and vegetables (ECI Africaand DAipesa, 2004).  

 

Tourist hotels involved in the study were ranked according to their star levels, from one 

star to five star hotels as shown in Table 6. However 40% of the tourist hotels involved in 

the study were not classified and out of these 10% were located in Unguja. Over 56% of 

the hotels were ranked as three to five star hotels and 18% of these were in Unguja. 

However in Ungujanone of the hotels was ranked as a five 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 Hotels 60.9 23.0 83.9 

Supermarkets 

 

 

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 Unguja as shown by Table 7. Out of the 63 traders,43% 

trade with niche markets. Among those selling to the niche markets only 11% trade with 

foreign export market. This shows that only a few traders who deal with high value 

products have access to the foreign niche market. In a study by Nevenet al. (2005) only 

10% of the traders were found exporting the products. This observation is also supported 

by ECI Africa and DAipesa(2004) that there is very limited export of fresh vegetables 

from Tanzania.   

 

Table 7 shows that two thirds of traders have at most 10 years since they started business. 

This group is dominated by OMS forming 65% of the traders. More than 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 for a long time. 

 

The traders were found selling either fruits or vegetables while some were selling both 

fruits and vegetables. Selling of either fruits or vegetables is mostly practisedby OMS 

while selling both fruits and vegetables is mostly practised by NMS as shown by Table 7. 

This indicates that in the open markets there could be restrictions imposed by the traders 

themselves to engage in both types of the products and thus specialization is encouraged. 

However, if one has to become a NMS he or she has to be ready to trade on both fruits and 

vegetables. Again, all exporters were dealing with vegetables alone, and this reflects that 

there is a higher demand for vegetables in the foreign niche markets than there is for fruits. 

Other probable reasons for this could be easy supply 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.  
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Table 7:The traders, years they start business and products they sell (n=63) 

Location of the traders  

Types of traders (%) 

Total (%) NMS Exporter OMS 

Dar es Salaam 25.4 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)     

  1 – 5  9.5 3.2 23.8 36.5 

  6  - 10  11.1 .0 20.6 31.7 

11 – 15  7.9 .0 7.9 15.9 

16 – 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 22.2 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 

Table 8 shows that 93% of the niche markets demanded both fruits and vegetables. None 

of the local niche markets demanded 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 markets (n=87) 

 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 different 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 more of these products plus other fruits and/or vegetables to the niche or open 

markets as shown in Table 9. The remaining 32% sell other fruits or vegetables such as 

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

 

The proportions of vegetables in a dish vary from one hotel to another. About 81% of the 

hotels reported to have been serving dishes with at least 20% of vegetables (Table 9). 

However, only 6% of the hotels serve dishes with at least 50% of vegetables. On the other 

hand the share of fruits and vegetables of all products stocked by supermarket is low. Most 

supermarkets sales of fruits and vegetables account for about 5% of the total business. 

Nishiura (2010) recons that Shoprite the first supermarket in Tanzania stocks 15 000 items 

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, pineapples, 

tomatoes, onions and/or carrots 
  

Yes 43 68.3 

No 20 31.7 

Total 63 100.0 

Percentage of vegetables in a dish in tourist hotels (%)   

Up to 10 5 6.8 

11– 20 9 12.3 

21– 30 36 49.3 

31– 40 3 4.1 

41– 50 16 21.9 

51– 60 2 2.7 

61– 70 1 1.4 

71– 80 1 1.4 

Total 73 100.0 

Percentage of fruits and vegetables sold in 

supermarkets (%)   

Up to 5 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 fruits, ripe and half ripe fruits, no scars, bruises or damages 

were mentioned by the niche markets. It can be seen from Table 10 that of all qualities 

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

fruits with no scars, bruises or 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 

Maturity of the fruits    

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 vegetables like tomatoes, clean and vegetables with no spots from pest 

attack. About 85% of the niche markets consider freshness of the vegetable while 31% 

consider spotless vegetables as shown in Table 11.  
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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 have no consideration 

as shown by Table 12. This means that many niche markets in 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 markets (n=87) 

Types of a niche market 

Consideration of organic products (%) 

Total (%) Yes No 

Tourist Hotels 13.8 70.1 83.9 

Supermarkets 4.6 11.5 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 NMS and urban open markets. 

Niche markets generally prefer sourcing products from the NMS (55%) compared to 

sourcing from the OMS (45%). Table 13 shows that the percentage of tourist hotels 

sourcing fruits and vegetables from NMS surpasses the percentage of tourist hotels 

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 from the urban open 

markets.   

 

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

 

 Typesof niche markets 

Purchase of fruits and 

vegetables 

Total NMS OMS 

 Tourist Hotels 

 

38 

43.7% 

35 

40.2% 

73 

83.9% 

Supermarkets 10 

11.5% 

4 

4.6% 

14 

16.1% 

Total 

 

48 

55.2% 

39 

44.8% 

87 

100.0% 

 

 

It is important to know where the NMS source fruits and vegetables since most niche 

markets depend on them. From Table 14 it can be seen that only 11% of the NMS are 

farmers meaning that they source 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 markets. This shows that few benefits acquired by the NMS reach the farmers.  
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Table 14: Whether NMS source fruits and vegetables from own farms or not  

 Frequency Percent (%) 

Yes 3 11.1 

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 from season 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 due to several 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 Table 15 that among the 48 niche markets sourcing fruits and vegetables 

from the NMS 58% sometimes resort to go to the open markets. 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 the niche markets 

obtain their products from the 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 NMS as shown in Table 15. Most often the contracts involve fixing 

prices of the products, stipulating terms of payments and the required qualities and 

quantities of fruits and vegetables. However only 20% of the contracts formed are formal 

while the rest are informal meaning that they are formed by a word of mouth. On the other 
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hand, only 33% of the 27 sampled NMS form contracts with niche markets while the rest 

form no contract with niche markets.  

Table 15: Failure of NMS to supply the products consistently 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 low 

season 
3 10.7 

NMS are not reliable, they may fails to deliver the 

products or bring them late 
6 21.4 

When the price of a product is higher than normal 3 10.7 

Emergence orders 5 17.9 

Enhance choosing the quality standards we require 1 3.6 

Total 28 100.0 

Types of contracts formed 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 

pay these NMS on credit basis while other NMS with no contracts are paid on cash basis. 

Table 16 shows that 71% and 32% of all niche markets with formal and informal contracts 

respectively pay their NMS in three to four weeks after delivering the products while 62% 

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

6% of the niche markets with informal and without contracts pay NMS after 4 weeks. This 

implies that NMS must be well capitalized in order to meet the demands of the niche 

markets. To facilitate this Berdegueet al. (2008) reports that the presence of SACCO in 

Kenya has allowed the farmer organization to pay the farmers upon delivery despite the 

supermarkets’ delayed payment. Thereforefinancial institutions like SACCO have a role in 

influencing contract formation between NMS and niche markets.  

 

Table 16:Relationship between types of contracts and payment arrangements (n=48) 

 Types of contracts (%) 

Total 

(%) Payment arrangements Formal Informal 

No contract 

formed 

Payment on cash basis 0 18.8 16.7 35.5 

Payments between 1-2 weeks 4.2 18.7 4.2 27.1 

Payments between 3- 4 weeks 10.4 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 payments by the niche markets are done on credit basis, NMS 

still have to meet the frequency of supply as per niche market requirements. Table 17 

shows the frequency niche markets receive fruits and vegetables from the NMS. The 
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lowest frequency per month of receiving products from NMS is one. This means in a 

month niche markets receive fruits and vegetables from the NMS only once. On the other 

hand, the maximum frequency of receiving products from NMS is 30 days implying every 

day of the month. Half of the niche markets receive products from NMS between nine 

days per month and every day of the month as shown by the first and third quartile. 

However on average, frequency of supply per month is 20 days.  

 

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

 

Valid 
48 

Missing 0 

Mean 19.81 

Median 30.00 

Mode 30 

Range 29 

Minimum 1 

Maximum 30 

Percentiles25 9.00 

50 30.00 

75 30.00 

 

 

NMS are rational,they look for more markets and even other businesses to increase their 

profits. It is seen from Table 18 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 NMS selltheir products to both niche and open markets. Among 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 low. During the high season most niche market consumers find their 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 markets. This is comparable to a study by Berdegueet al., (2008) 

who reports that tomato producers in India who had successfully gained access to a major 

supermarket chain opted to divert some of the produces to traditional markets so as to 

improve cash flow. However 53% of the NMS started business in the open markets and 

these places currently act as their offices. All the products sent to the niche markets pass 

through these offices first for sorting and cleaning. Again16% of the NMS reported to 

have been selling low quality products to the open markets while selling higher quality 

products to the niche markets. This was also reported by Emongor and 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 traditional wholesale market.  

 

It was observed that 30% of the NMS involve themselves in activities other than trading of 

fruits and vegetables as a means to get more profits. Agricultural related activities such as 

processing agricultural products, selling agricultural products and livestock keeping are 

practised by 88% of the NMS. Only 13% of the NMS involved himself in non agricultural 

activities.   
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Table 18:Ways used by NMS to increase their profits 

Ways to increase profit  Frequency Percent (%) 

Number of niche markets supplied by a single NMS   

Supplying 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   

Conventional market was the first place to start the 

business and acts as the office 
10 52.6 

During the low season, demand is very low in the niche 

market hence channel through conventional markets 
4 21.1 

The low quality after sorting the products is channelled to 

the conventional markets 
3 15.8 

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 70.4 

Total 27 100.0 

Kind of business performed    

Agricultural activities 7 87.5 

Non agricultural activities 1 12.5 

Total 8 100.0 
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4.4 Market Arrangement, Linkages and Relationship 

Niche markets incur some costs during the formation of the contracts. Table 19shows that 

80% of the niche markets incur an average of less than Tsh. 50 000 in forming a contract 

with the NMS. About 9% of the niche markets reported to use at least Tsh. 100 000 in 

forming the contracts with NMS. Contract formation costs include the manpower used to 

train NMS the qualities of fruits and vegetables required and sometimes showing them 

where exactly to source them.  

 

When the contracts are formed they specify the frequency NMS deliver products to the 

niche markets. This varies from one niche market to another. From Table 19, 67% of the 

NMS deliver products to the niche markets at least three times a week. Among them 48% 

supply fruits and vegetables to the niche markets every day. Supplying products every day 

increases transaction frequency and as transaction frequency increase transaction costs 

also increase. On the other hand 33% of the NMS supply niche markets not 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 customers is incurred by 

only 30% of the NMS. The rest of the NMS reported to incur no costs in getting new 

customers or markets for their products. Reasons for this include the fact that some of 

these NMS get their new markets through their existing customers while 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 (%) 

Costs incurred by niche markets in forming contracts (Tshs)   

1 – 49 000 28 80.0 

50 000 – 99 999 4 11.4 

100 000 – 149 999 2 5.7 

150 000 – 199 999 1 2.9 

Total 35 100.0 

Transaction frequency among 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 

3 times /  year 1 3.7 

Total 27 100.0 

Costs incurred by NMS for searching for new markets (Tshs)    

No costs involved 19 70.4 

1 – 9 999 4 14.8 

20 000 – 29 999 1 3.7 

40 000 – 49 999 1 3.7 

50 000 and above 2 7.4 

Total 27 100.0 

 

 

From Table 20only 13%, 2%, 10%, 18%, 5% and 5% of traders selling mangoes, oranges, 

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 pc of mangoes, oranges, pineapples, tomatoes, onions and 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 succeeded to sell at least 500 kg 

of mangoes per week 8% are OMS.  

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

 Types of traders (%) 

Total (%) Quantities of products NMS OMS 

Mangoes in kg    

0 12.7 38.1 50.8 

1 – 500 25.4 11.1 36.5 

501 – 1 000 4.8 3.2 7.9 

1001 and above  4.8 4.8 

Total 42.9 57.1 100.0 

Oranges in kg     

0 17.5 47.6 65.1 

1 – 500 23.8 9.5 33.3 

501 – 1 000 1.6  1.6 

Total 42.9 57.1 100.0 

Pineapples in kg    

0 15.9 49.2 65.1 

1 – 500 22.2 3.2 25.4 

501 – 1 000 1.6 3.2 4.8 

1 001 and above 3.2 1.6 4.8 

Total 42.9 57.1 100.0 

Tomatoes in kg     

0 11.1 50.8 61.9 

1 – 500 17.5 3.2 20.6 

501 – 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 

Onions in kg     

0 14.3 49.2 63.5 

1 – 500 23.8 7.9 31.7 

501 – 1 000 4.8  4.8 

Total 42.9 57.1 100.0 

Carrots in kg     

0 14.3 47.6 61.9 

1 – 500 23.8 9.5 33.3 

501 – 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 80% certain that they will sell their products as shown in Table 21. 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 (%) 

21 – 40 2 3.2 

41 – 60 4 6.3 

61 – 80 8 12.7 

81 – 100 49 77.8 

Total 63 100.0 

 

4.5 Benefits of Selling to the Niche Markets 

Table 22 shows profit margins earned by traders from selling fruits and vegetables.The 

median for vegetables is Tsh. 115 240 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 

than the minimum profit margin (Tsh. 6700) 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 by all traders selling fruits 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 and vegetables per week from the 

63 traders sums to Tsh. 34 711 617.  
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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 13400.00 6700.00 

Maximum 2412000.00 4020000.00 

Sum 12751742.00 21959875.00 
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CHAPTER FIVE 

 

5.0 DISCUSSION 

5.1 Niche Market Requirements for Fruits and Vegetables 

5.1.1 Types of fruits and vegetables demanded by niche markets 

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 used and available in the open markets such as mangoes, oranges, 

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 cabbage, beetroot, red and yellow peppers and lettuce. Although they are 

exotic vegetables they are grown in the country by the farmers such as those located in 

Lushoto and Mwanza. Niche markets consume even the indigenous vegetables such as 

okra, amaranth,african eggplant, potato and pumpkin leaves and night shade. However it 

was observed that niche markets in Unguja consume less diversified vegetables than niche 

markets found in Dar es Salaam. Vegetables such as Ethiopian mustard, pumpkin leaves, 

potato leaves and night shade were rarely used by niche markets in Unguja. Most of these 

niche markets use 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 exporters sampled sells fruit to the foreign niche markets. Exporters reported 

to have been facing high competition at the foreign niche markets despite sorting and 

grading of the products due to low quality of the products coming from our farmers. For 

example, exporters of onions reported to have been exporting the highest grade 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.   

5.1.2 Imported versus locally produced fruits and vegetables 

Niche markets were found selling different types of products ranging from manufactured 

products to fresh fruits and vegetables. The study found out that fruits and vegetables 

contributes 5% of the total supermarket’s sales while the remaining share is contributed by 

other processed/manufactured products. It is inevitable that most of these manufactured 

products are imported. This is because of the underdeveloped state of the country’s 

processing/manufacturing sector. On the other hand the 5% share of fruits and vegetables 

consist of locally produced and imported products. 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 are bigger 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 earning more income from the high value business.  

 

5.1.3 Quality standards of fruits and vegetables for niche markets 

Niche markets are known to demand high quality fruits and vegetables as compared to 

open market as shown in Appendix 4. Niche markets involved in the study reported 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 Nevenet al. (2005) that the Kenyan farmer supplying to the supermarket deploys 

his entire workforce early in the morning to the vegetable harvesting 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 niche markets involved in the study 
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include mature and ripe but firm products especially for tomatoes, mangoes and pawpaw 

which are used for vegetable and fruit salads. However, other niche markets reported to 

demand half ripe products which can stay for two to three days without going bad. For 

example bananas should have some greenish yellow colour indicating that they are half 

ripe.  

 

Other qualities reported by niche markets are colourful fruits and vegetables for example 

greenish colour in leafy vegetables and broccoli, 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 reported to require big but uniform size products. This is to 

avoid competition within the same kind of products. Niche markets also look at the shape 

of the products for example lettuce 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 

vegetables. Tourist hotels for example reported 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 should not be 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 varieties whilst foreign 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 to Zoss and Pletziger (2007) there has not been practical and systematic quality 

control in the vegetable sector for most African countries thus quality judgments are still 

based on visual appearance only.In these countries there are no standards that laid a 

foundation on such requirements as tomatoes should be delivered in plastic crates or there 

should be documentation of pesticides application and water analyses (Jano and Mainville, 

2006). In African countries the main qualitative losses observed include sensory attributes 

such as colour, over ripening, size and shape defects (Kasimilaet al., 2001). This is 

different from the OECD country members who published and disseminated widely the 

standards agreed by its members (OECD, 2011). 

 

5.1.4 Discounting and rewarding standards 

When products do not meet the required standards, niche markets tend to return the 

products to the NMS. This is identified through inspection done immediately as the 

products reach the niche markets. For examplebrown discolouration of an apple as a result 

of damage during transportation or when watermelon is found with white rather than red 

colour when cut. When such qualities are identified the fruit is returned to the NMS. A 

study by Janoand Mainville (2006) reveal that supermarket has a tolerance level of 2% on 

the produce but if the share of the produce that was rejected 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 rejections reaching up to 80% 

during the first five years of export (Roy et al., 2006).  
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In some supermarkets when the products stay without being sold for long they lose the 

quality demanded forcing NMS to replace them at their own costs. This discourages many 

NMS as they bear the total loss of the products something which supermarkets do not 

experience.  

On the other hand NMS 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 linked to other 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 markets.Therefore without formal and informal mechanisms that punish defect 

behaviour or reward desired behaviour the traders cannot make credible commitments 

which leads to an undersupply of the products (Wollni and Fischer, 2012). 

 

5.2 Transactional Arrangements 

5.2.1 Contracts between niche markets and suppliers 

Unlike buyers in the open markets, niche market buyers form contracts with NMS of fruits 

and vegetables. The contracts formed are either formal or informal. According to the niche 

markets before drawing a formal contract niche markets normally advertise a tender for 

the supply of fruits and vegetables and end up receiving large number of proposals from 

different NMS. The proposal is composed of application letter, the price list of products to 

be supplied and product samples to verify quality standards. After choosing the right NMS 

niche market buyers and NMS agree on terms and conditions for the supply of the 

products which include consistency of supply andsupply schedule. Through formal 

contract NMS are assured of the market for their products throughout the year. However 

niche markets are allowed to purchase any product NMS 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 markets due to failure of supplying the products are always 

twice or thrice the market prices. This is also used as the strategy by the niche markets to 

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

 

Informal contracts on the other hand, are made between buyers and NMS by a word of 

mouth. In this study some NMS reported to form informal contracts with the niche market 

buyers by agreeing on quality of products and most often it is NMS who submit products’ 

price lists to the niche markets. The NMS reported to stick to their prices as stipulated on 

the price list. This means every product is sold according to the agreed price. The agreed 

price is always above the market price to cater for the seasonality of the products. When it 

is high season NMS gain more profits because market prices are low but when it is low 

season NMS get no profit at all or might face losses but hoping to gain the profit during 

the high season. However during 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 receive orders for particular products and because of thisNMS fail to compensate for 

the loss incurred during low seasons. This shows that informal contract gives a loophole 

for the niche markets to oppress the NMS and at the same time leaving the NMS 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 requires 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 between Freshmark and 300 growers.However farmers are informed 

of the volume requirements and quality attributes such as size and colour (Porter et al., 

2004). When supplies meet the standards, the hotels pay the price as pre-agreed between 

farmers and hotels (Berdegueet al., 2008). Other studies reveal that the prices are agreed in 
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advance for crops 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 Unguja niche market buyers form a close relationship with OMS who supply them with 

fruits and vegetables. This relationship is an outcome of repeated exchanges with OMS 

and which result into contracts based on reputation and trust. From the contracts OMS 

supply niche markets with the products. Similar relationships based 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 (Emongorand Kirsten, 2006).  

 

However 27% of the NMS are not ready to work on contractual agreements 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 who are the major suppliers of fresh 

products. This study found out that working without contractual agreements create 

loophole used by the tourist hotels to oppress the NMS. For example NMS reported that 

when new hotel management come to power existing NMS are terminated 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 selling to the niche market also channel their products to the open 

markets. These NMS reported to have been using niche markets as a means to save 

money. Niche marketspay 65% of the NMS on credit basis after an agreed period of time 

say weekly or monthly after delivery while open market buyers pay these NMS on cash 

basis at delivery. NMS reported to have been receiving higher 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 money. The money obtained from niche markets is directly deposited in the 

banks and hence facilitate savings while the money obtained from open market buyers is 

seldom deposited. This 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 bank but use the money obtained from the open market buyers to purchase other 

products to bring to the markets and for other uses.This observation is supported by 

Janoand Mainville (2006) who report that the incentive to sell to the traditional markets is 

augmented by the fact that open markets pay in cash on the day of delivery unlike 

Hortifruti supermarket which pay after eight days from the day of delivery.  

 

5.2.3 Ensuring quality and standards of fruits and vegetables 

Niche markets reported to have been visiting the places where NMS source vegetables. 

This was done to ensure that vegetables are grown in places with good sanitation and with 

clean irrigated water. The same observations were reported by Nyoroet al. (2004) that 

tourist hotels in Kenya make impromptu visits to the suppliers hence promoting the 

production of quality and hygiene products. NMS from Lushoto who were also farmers 

reported that some niche markets especially supermarkets visit them to make sure that 

products are grown organically.Such organically produced products include broccoli, 

lettuce, cauliflower, zucchini and peppers. On the other hand, NMS maintain their markets 

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

 

Quality attributes associated with where the products are grown or the production 

processes are not observed in the open markets due to the nature of this kind of market. 

OMS themselves may not know where exactly the products are coming from or the farmer 

who grew the products and hence make it even more difficult for the open market buyer to 
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check on quality standards of the products. This is quite different from the niche markets. 

At least one tourist hotel has reached an extent of sending samples of fruits and vegetables 

to Superintended General Supplies (SGS) and Hazard Analysis and Critical Control Points 

(HACCPs) to check the qualities of fruits and vegetables. This niche market is normally 

advised as to what temperature conditions the products should be stored and identifies the 

presence of microbial contamination. Apart from 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 Tanzania have started to understand the importance 

ofsending products for verifying the quality standards of products although their number is 

still low. A study by Nyoroet al. (2004) reveals that hotels and supermarkets in Kenya had 

not yet started laboratory based 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 orders they are 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 post harvest losses 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 observations are reported by farmers selling to 

supermarkets in Kenya that the time spent in selling vegetables was reduced from a day to 

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

About 30% of the NMS who sell to the niche markets only do not pay for market 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 Tsh. 770 paid daily and the products entrance fee which 

ranges from Tsh. 800 to Tsh. 1000 per bag depending on the size of the bag. Market fees 

cover for the stall used by the traders, cleanness of the market and security of their 

products during the night. Market entrance fee is for unloading the products to the market 

as the trucks bringing in the products are not allowed to enter the market. Therefore on 

average OMS pay a minimum of Tsh. 43 900 per month as market levies. This is 

supported by Eaton et al. (2007) that in Tanzania the traders must 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 techniques to search for new markets for their products. For instance it 

was found 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 

Nevenet al. (2005) state some entrepreneurial farmers took samples of their produce to the 

supermarket in order to get a trial order. The farmers who are successful in meeting the 

quantity, quality and delivery schedule are linked to the supermarkets.    

 

Another technique used by NMS was to send price lists of the products to the existing 

niche markets. When the prices are favourableniche markets tend to accept working with 

these NMS. However some NMS reported to lose their niche markets through this 
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technique. 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 enforcement costs where agreements are not fulfilled by the parties. During the 

course of their activities some niche market buyers fail to pay NMS on time, leading the 

NMS to break business relationship with these niche market buyers. However reputation 

can only work 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 

computer systems of the niche markets otherwise 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 sold, the buying price and the remaining amounts (Emongorand Kirsten,2006).  

 

5.2.8 Access to credit 

Fruits and vegetable business requires a lot of capital to realise the profit. This is because 

fruits and vegetables are seasonal. Their perish ability does not allow traders to stock 

products and sell them at a higher price during the low season.  Therefore the traders are 

left with only one option of searching for the products and buying them at a higher price 

during the low seasons. This situation make the traders look for credits to support their 

businesses. These traders reported to have access to credits through the formal financial 

institutions whereby the traders receive group loans. This is a loan obtained from the bank 

but have to be divided to several traders. However the traders do not prefer this kind of 

loan due to difficulty in making sure that 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 interest rates. The interest rates paid by the traders are higher 

than the interest rates charged by banks. 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 very difficult hence the tendency was 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 one loan due to small sizes of loans. The OMS took a loan of Tsh. 300 

000, Tsh. 500 000 and Tsh. 600 000 which all together sums to Tsh. 1.4 million. The OMS 

repays the loan for five months whereby every Monday he repays Tsh. 40 500 and Tsh. 43 

000 every Wednesday. This means every week the OMS repays Tsh. 83 500 and hence 

Tsh. 334 000 per month. Repaying a loan of Tsh. 1 400 000 for five 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 of five 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. 289 875.78 per month. At the end of 5 months the total interest 

paid by the OMS would be Tsh. 49 378.88. 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 rate of Tsh. 70 771.28.If CRDB Bank would raise the interest rate to 

22%, the OMS would have paid equal instalments of about Tsh. 295 586.49 monthly. 

Total interest paid at the end of five months would have been Tsh. 77 932.45. Therefore 

the actual interest paid by the OMS is 3.5 times the interest he would pay if at all the loan 

would have been taken from the formal financial institution and hence a need to link these 

OMS with formal financial institutions.  



61 
 

 

5.2.9 Information and communication 

Niche markets receive both local and foreign customers while open marketswith exception 

of those found in the city centre rarely receive foreign customers. Niche markets therefore 

struggle to serve both types of customers better through employing people who can speak 

foreign languages especially English and French with 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 languages mostly used were English, Chinese and Hindi. These OMS 

were able to at least identify names of fruits and vegetables and to tell the prices of the 

products in those languages. Thus a grasp of foreign languages facilitates the exchanges 

between the OMS and the foreign buyers. The use of foreign languages 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 orders. In case of shortages, the 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 early as 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 qualities of fresh 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 to close this business. Other supermarkets, knowing 



62 
 

the importance of fruits and vegetables on 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 they were 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 deterioration 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 Kasimilaet al. (2001) report that a major cause 

of fruits and vegetables losses is unavailability of cold storage facilities in the production 

areas and in the markets in urban areas. Similar observations were made in the study by 

Shepherd (2005) who reveals that supermarkets in India lacked cool chain so losses were 

high, although significantly less than in the traditional supply chains. According to Roy et 

al. (2006) installation of cold chains and pre-cooling facilities lower the rejection rate of 

grapes from 80% to 10% and later to less than 1%.   

 

5.2.11 Suppliers of fruits and vegetables to niche markets 

About 55% of the niche 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 bringing the 

products to the niche markets. These NMS may either be traders 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 fewfarmers (11%) 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 own shares of the 
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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 Nevenet al. (2005) which indicates three types 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 fruits and 

vegetables directly to the local independent supermarkets (Emongorand Kirsten, 2006). In 

India small farmers play an important role as suppliers in growing modern supply chains 

(Swinnenet al., 2010).  These examples reveal that farmers in Kenya, Zambia and India 

have succeeded in tapping into the niche market channels. As Emongorand Kirsten (2006) 

report when Freshmark started centralization of its procurement system, they dropped all 

small scale farmers who used to supply them. These farmers ended up selling to traditional 

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 markets use NMS. During high 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 in Unguja are December to February and July to September. These are the 

months some niche markets reported to 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 reported to deliver the products to niche markets’ premises or they may let the niche 
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market buyers pick the products by themselves. Niche markets in Dar es Salaam prefer 

NMS who deliver the products to their premises. In Unguja some niche markets pick the 

products from NMS. 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. Again, delivering the products to the customers’ premises makes the 

products more expensive. 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.  

 

5.3 Market Arrangement and Transaction Costs 

5.3.1 Cost incurred by niche markets toform formal versus informal contracts 

A total of 35 niche markets use formal or informal contracts to work with NMS. During 

the formation of contracts there are some costs niche markets incur with mean of Tsh. 32 

857 and Tsh. 21 786 for formal and informal contracts respectively as shown in Table 

23.These costs arise from activities such as niche markets visiting the NMS to ensure that 

vegetables are sourced from good sanitation, time taken by niche markets to clarify and 

show NMS the kinds and qualities of products demanded and sometimes niche market 

buyers show NMS where exactly to source the products. These activities have some 

associatedcosts with them. A test was undertaken to see whether there is a difference 

between the costs incurred by niche markets to form formal versus informal 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 hypothesis at 5% level of significance that contract 

formation costs are not different between niche markets using formal versus those using 

informal contracts with the NMS. This means that niche markets using informal contracts 

incur equivalent costs as niche markets using formal contracts with the NMS (Table 24). 

This is due to the fact that niche markets forming formal versus informal contract under go 

more or less the same procedures during contract formation. Niche markets forming either 

formal or informal contract take time to clarify and show NMS the kinds and qualities of 

products demanded and agree on price and quality of the products to be supplied and 

payment and delivery schedules. However in informal contract these agreements are made 

by the word of mouth only. Therefore the costs incurred by the niche markets to form 

formal or informal contract are the same. Those niche markets opting for informal contract 

do so as a result of the fear of law when they fail to perform according to the contract.  

 

Therefore given that the costs incurred are not different, this result suggests that it is 

beneficial for niche markets to use formal rather than informal contracts with NMS.Niche 

markets using formal contracts enjoy benefits such as assurance of quality products, 

payment on credit basis and fixed prices of products.Niche markets using 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 means transaction 

costs which arise from formation of contracts are similar between niche markets using 

formal versus those using informal 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 

 

Levene’s Test 

for Equality of 

Variances t-test for Equality of Means 
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 F Sig. t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Cost of forming 

contracts 
.005 .944 .807 33 .425 11071.429 13713.513 

 

5.3.2 Contract formation costs to NMS 

Most NMS reported to have incurred no costs during formation of contracts. It only 

needed consensus between NMS and the niche markets, a pen and a paper and samples of 

fruits and vegetables for quality verification. All these have some associated costs but the 

NMS could not account them to tangible costs. Only three out of nine NMS forming 

contracts with niche markets could quantify these costs. The rest reported that the time 

taken to negotiate until consensus is reached and the costs of the sample products are 

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 three NMS who could quantify the cost of forming contracts one reported to 

have been using about Tsh. 500 000 annually.The NMS supply a total of seven tons of 

products per week to nine different niche markets. However this 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 money for forming contracts covers costs such as transport to 

different niche markets during forming contracts and this involved paying regular visit to 

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 products and for 

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 and Tsh. 10000 annually for contract formation. The cost 

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

found out that these NMS supply the products to the same niche market though they incur 

different annual costs for contract formation. The different annual contract formation costs 

account for the different transport costs incurred by the 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 one sells only fruits to the niche market.  

 

5.4 Market 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 time. Mean volume of products traded by the NMS per week 

was 2015 kg while that traded by the OMS was 6282 kg as shown by Table 25. These 

means are obtained from amounts of mangoes, oranges, pineapples, tomatoes, onions and 

carrot sold by the traders per week. 

 

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

 Status of the traders  n Mean 

Total volume of products 

sold in kg 

NMS 25 2014.64 

OMS 18 6282.22 

 

A test to see whether NMS and OMS trade equivalent volumes of products was 

undertaken as shown in Table 26.The test results show that at 5% 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. Thisresult is due 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 the 

NMS still compensate the transacted volumes through selling to the open markets. Other 

reason could be due to the fact that fruits and vegetables are highly perishable products 

and hence each trader avoids handling too many products. Traders of fruits and vegetables 

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 by the NMS and 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 

 

 

Levene’s Test 

for Equality 

of Variances t-test for Equality of Means 

 F Sig. t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Total volume 

of products 

sold in kg 

7.383 .010 -1.480 41 .146 -4267.582 2883.117 

 

 

5.4.2 Costs of searching for new customers 

Major customers of the NMS are tourist hotels, supermarkets and foreign niche markets 

notwithstanding the fact that other NMS sell products to the open markets as well. 

Whether NMS sell to the niche markets alone or to both niche and open markets they incur 
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some costs to search for new customers with means of Tsh. 1250 and Tsh. 71 053 

respectively as shown in Table 27.  



70 
 

 

Table 27: Cost to search for new customers incurred by the NMS 

 

Selling to both niche 

and open markets N Mean 

Costs incurred to search for 

New customers 

Yes 19 71052.6316 

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 show that with 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 markets as 

shown in Table 28. This is because about 16% of the NMS send low 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 products 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 products to the open markets because it is their custom to do so. Perhaps 

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

costs and this can be through having several hawkers to search for 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 are the same then it means the transaction costs 

arising from searching for new customers are the same. However NMS who also sell 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 markets for 

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 

 

Levene’s Test 

for Equality 

of Variances t-test for Equality of Means 

 F Sig. t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Costs incurred to 

search for new 

customers 

4.251 .050 1.043 25 .307 69802.6316 66919.4215 

 

5.4.3 Other related costs 

Monitoring and enforcing agreements between NMS and niche markets foster market 

linkages. The costs of monitoring and enforcing agreements contribute to the total 

transactional costs NMS incur. However, NMS could not quantify these costs. For 

example according to NMS if there is a breach of contract such as delayed payments the 

NMS can only stop supplying the products to the niche markets. This is one of the ways 

NMS use to enforce contracts. Other NMS reported to have been receiving demand orders 

that differ from those stipulated in the contracts but these NMS still have to deliver the 

products to the niche markets. Some NMS reported to have been 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 activities but NMS could not 

quantify them.  

5.5 Market 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 to 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 basis and those operating without contract was 90% as shown in  

29.  

 

Table 29: The mean certainty of NMS to market their products 

 

NMS forming 

contract with the 

niche markets N Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

Certainty to 

market products 

Yes 9 90.00 20.000 6.667 

No 18 90.28 20.035 4.722 

 

A test to find out if market certainty is the same between NMS working with and without 

contract was carried out and shown by Table 30. The test result shows that at 5% level of 

significance the null hypothesis that certainty to market products is not significantly 

different between NMS operating with and without contracts cannot be rejected. This is 

due to poor monitoring and enforcement of agreement by the NMS which make them 

more or less like those with no contracts. All kinds of contracts whether formal or 

informal are enforceable by law.According to the Law of Contract Act Chapter 345 

number 37 the parties to a contract must perform their respective promises.Number 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 breach. However NMS are ignorant of the power of the 

contract. They cannot exercise enforcement of the 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 six months without receiving any payment while the 

contract stipulates that payments are to be made after one month of delivering products. 

This force NMS to stop supplying the products and wait for other two or three months 

before receiving their payments.According to Swinnenet al. (2010) contract enforcement 

problems can significantly inhibit contractual agreements to come into effect. But 

penalties encourage partners to comply with the agreement particularly when market or 

physical conditions have changed during the time between the signing of the contract and 

delivery of the product(Bijmannet al.,2009).  

 

Table 30: NMSs’ market certainty when working with versus without contracts 

 

 

Levene’s Test 

for Equality of 

Variances t-test for Equality of Means 

 F Sig. t df 

Sig.  

(2-tailed) 

Mean 

Difference 

Std. 

Error 

Difference 

Certainty to 

market 

products 

.036 .850 -.034 25 .973 -.278 8.175 

 

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 costs of goods sold. Much of 

the literature presents niche markets as having higher margins than in the case with open 
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markets. This implies that NMS earn higher profits than what OMS earn. This study tests 

whether or not this is also the case in the fruits and vegetables sub-sector. Table 31 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 

traders  n Mean Std. Deviation 

Std. Error 

Mean 

Margin vegetables  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 771685.603 128614.267 

 

 

The test results reveal that at 5% level of significance the null hypothesis that profit 

margins earned by NMS and OMS from selling vegetables are not different was rejected.  

The mean profit margin earned by NMS per week was Tsh. 271476 higher than the ones 

earned 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, the test results show that at 5% level of significance we fail to reject the 

null hypothesis which statesthere is no difference in profit margin earned by NMS and 

OMS from selling fruits. This means profit margin earned from selling fruits in niche and 

open markets are the same (Table 32).  

 

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

profit margins while selling vegetables in the niche markets yield higher profit margins 



75 
 

than selling vegetables in the open markets. This situation might be a result of having 

short supply chains for vegetables channelled to the niche markets 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 shelf life of vegetables while at the same 

time reducing the supply chains. Longer supply chains with little value being added at 

each point results to lower profit margins of the products. Again, the supply chains of 

fruits channelled to the niche and open markets are 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 

 

Levene’s Test 

for Equality of 

Variances t-test for Equality of Means 

 F Sig. t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Margin 

vegetables 
4.530 .037 2.665 61 .010 271476.556 101868.377 

Margin 

fruit 
.170 .682 .586 61 .560 111435.475 190028.790 

 

  

5.6.2 Profit margins of fruits versus vegetables in niche market 

It is important to identify which of the two products, fruits or vegetables yields higher 

profit margins than the other in the niche markets. Again a comparison of profit margins 

earned by selling different types of fruits and vegetables is vital 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 diversify further.  

 

The mean profit margins earned per week from selling fruits and vegetables in the niche 

markets are shown in Table 33. Across all 27 suppliers, the mean difference between 

selling vegetables and selling fruits was Tsh. 54 708.8 while the mean difference between 

selling mangoes and selling pineapples was Tsh. 82 511. 

 

Table 33: Fruits and vegetables samples statistics 

 Mean n Std. Deviation 

Std. Error 

Mean 

Pair 1 Margin vegetables 357 538.1 27 499 897.2 96 205.3 

Margin fruit 412 246.9 27 710 988.0 136 829.7 

Pair 2  Margin tomatoes 197 401.9 27 461 699.0 88 854.0 

Margin onions 93 899.3 27 156 251.9 30 070.7 

Pair 3 Margin tomatoes 197 401.9 27 461 699.0 88 854.0 

Margin carrots 66 236.9 27 113466.1 21 836.6 

Pair 4 Margin mangoes 145 040.9 27 265 856.7 51 164.1 

Margin oranges 39654.1 27 63 230.6 12 168.7 

Pair 5  Margin mangoes 145 040.9 27 265 856.7 51 164.1 

Margin pineapple 227 551.9 27 602 937.0 116 035.3 

 

The mean column in Table 34 displays the average differences between profit margins of 

fruits and that of vegetables. For example, the total profit margin of all vegetables was 

Tsh. 54 708.8, which is lower than that of all fruits while the profit margin of tomatoes 

was Tsh. 103 502.6 higher than that of onions. However the 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 selling oranges for the season between November and 

February. NMS selling mangoes earn Tsh. 105 386.9 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 

t df 

Sig. (2-

tailed)  Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

Pair 

1 

Margin vegetable– 

Margin fruit 
-54708.8 786092.0 151283.5 -.362 52 .721 

Pair 

2 

Margin tomatoes – 

Margin onions 
103502.6 500296.6 96282.1 1.075 52 .292 

Pair 

3 

Margin tomatoes – 

Margin carrots 
131164.9 463874.2 89272.6 1.469 52 .154 

Pair 

4 

Margin mangoes – 

Margin oranges 
105386.9 229716.6 44209.0 2.384 52 .025 

Pair 

5 

Margin mangoes – 

Margin pineapple 
-82510.9 628508.9 120956.6 -.682 52 .501 

 

 

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 whereby one involves identification of 
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factors influencing profit margin of vegetables while the other analyses factors influencing 

combined profit margins of fruits and vegetables. The dependent variable is the profit 

margins obtained from selling vegetables to the niche markets or the profit margin from 

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 of the products and transport costs incurred for the period 

between November 2011 and February 2012.  

 

5.7.2 Results from the regression model 

Table 35 shows that variables that are statistically significant include the number of niche 

markets supplied (NUNICHE), 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 markets supplied is positive and 

significant in the profit margin model for vegetables but insignificant in the combined 

profit marginmodel for fruits and vegetables. This indicates that an additional niche 

market supplied increases profit margins of vegetables by Tsh. 159 268 maintaining other 

variables constant. An increase in the number of niche markets to supply the products 

widens the market base for the NMS.  

 

Formation of contracts (CONTRFORM) 

The results suggest that forming contract between niche markets and NMS will increase 

the profit margins from selling fruits and vegetables to the niche markets. 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 hence reduces 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 variable is positive and significant. A one kilogram increase in 

vegetables sold to the niche markets increases profit margins for vegetables by Tsh. 1143 

maintaining other factors constant. A one kilogram increase in the quantities of fruits and 

vegetables traded to the niche markets increases profit margins of fruits and vegetables by 

Tsh. 4744 maintaining other factors constant. Every time the products are delivered, 

transport costs and personnel resource time are used, regardless of the volume of the 

products. To minimise these costs and hence 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 margins from selling 

vegetables. This is due to higher prices offered when payments are made on credit basis. 

However the results show that payments done on credit basis reduce the combined profit 

margins from selling both fruits and vegetables to the niche market. This may be due to 

the fact that trading on fruits and vegetables 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 margin model 

for fruits and vegetables. However, the variable is insignificant in profit margin model for 

vegetables. When NMS perform other businesses than fruits and vegetables they lower 

their profit margins by Tsh. 661 269 maintaining other factors constant. This is because 
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selling 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 regression models 

 Profit margins from selling 

vegetables to the niche 

markets  

Combined profit margins 

of fruits and vegetables 

sold to the niche markets 

NUNICHE 159 268 

(0.000)* 

-32 248 

(0.651) 

CONTRFORM 235 825 

(0.057) 

502 577 

(0.069) 

VOLFREQ 1143 

(0.004)* 

4744 

(0.000)* 

PAYSCHE 218 215 

(0.182) 

-697 799 

(0.063) 

OTHBUSI -95 582 

(0.496) 

-661 269 

(0.046)* 

CONSTANT -560 526 

(0.009)* 

811 239 

(0.077) 

R
2
 85% 78% 

 

* Significant at P< 0.05 

 

5.7.3 Other benefits of selling to the niche markets 

NMS reported to enjoy 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 engage in high value markets (Swinnenet 

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 

supermarkets is a key attraction (Nevenet al., 2005).  

 

Exporters selling to the 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 incurring losses. For example, exporter of onions reported 

to have incurred 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 of products 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 Nevenet al. (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 price which is 

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 Swinnenet al., (2010) 

observe, high value chains offer higher prices thereby generating large profits on high 

value production.  
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CHAPTER SIX 

 

6.0 CONCLUSIONS AND RECOMMENDATIONS 

6.1 Conclusions 

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. Niche markets were found to put more consideration on freshness of the 

fruits and vegetables among other qualities while very few of them considered the organic 

nature of the products. This means that niche markets in Tanzania concentrate more on 

outward appearance of the products. Those NMS who meet required quality standards of 

fruits and vegetables win confidence of their customers who in turn link them with 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 farmers are left behind in acquiring the benefits of niche markets. This is 

because most (89%) 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 niche markets sometimes resort to the open markets despite using NMS due 

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

To lessen the problems niche markets opt to work on contractual basis with NMS. The 

study found out that niche markets have developed a strategy to make NMS conform to 

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

fails to supply and NMS have to pay back the money.However the money paid by the 
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NMS is always twice or thrice the market price. On the other hand the study reveals that 

informal contracts left loopholes for the niche markets to oppress the NMS for example by 

purchasing the products from street vendors when prices are low. However most of the 

contracts demanded payments on credit basis and hence 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 contracts. This was due to the fact that 

niche markets forming formal and informal contractsundergo more or less same 

procedures during contract formation.However the niche markets using formal contract 

enjoy benefits such as assurance of quality products while their counterparts do not get 

such benefits. Transaction costs arising from volumes of products traded by NMS and 

OMS were also found to be the same. This was due to the fact that volumes of products 

traded by those traders per week were not different. However the NMS should search for 

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

 

6.1.4 Benefits of complying with niche market standards 

It was found out that selling products especially vegetables to the niche markets generates 

more profits than selling to the open markets. The higher profit margins earned by the 

NMS are not 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 markets. Generally increasing number of niche markets to 

supply vegetables and increasing average volume of fruits and vegetables supplied in each 

delivery will increase profit margins of NMS. On the other hand performing other 

business different from fruits and vegetables lower 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 Recommendations to the niche markets 

Niche markets especially supermarkets should utilise more fresh fruits and vegetables. 

This is the way to support the NMS and ultimately the farmers in the country. Niche 

markets should also consider utilisingorganically produced fruits and vegetables. This is 

possible if niche markets will stop trading with NMS who fetch the products from the 

open markets and middle men. Instead niche markets should work directly with farmers. 

Working directly with farmers will lower the price of the products to consumers at the 

same time increase the margins farmers receive as intermediaries are dropped out of the 

chain. However, the study recommends niche markets to work on contractual basis with 

these farmers. The contract should be formal meaning that the contract should be written. 

This is because this study found out that although the cost of forming formal and informal 

contract are the same, those with formal contracts benefit more from fixed price of the 

products and consistency of supply.   

 

6.2.2 Recommendations to the farmers 

More farmers should trade with niche markets directly instead of selling their products to 

the open markets or to other traders. This is because niche markets offer higher prices of 

the products than open markets and hence earn more profit margins. However in order for 

them to win the niche markets, farmers should know the qualities of fruits and vegetables 

demanded by the niche markets such as fresh, mature, colourful and uniform size 

products. Alternatively farmers can conduct a simple survey of outlets such as 

supermarkets to get information on the qualities and quantities they demand. After 
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knowing the qualities demanded the farmers should negotiate with niche markets to start 

supplying directly to them. However, farmers should be aware and ready to work on 

contracts with niche markets. This is because most niche markets prefer to work on 

contractual basis. For the farmers to benefit from the contracts they should find ways to 

enforce the contract. For example the contract can specify that whenever payments by the 

niche markets are delayed for one month then the payments shall increase by a certain 

percentage. This shall serve as a strategy to make sure that niche markets stick to the 

contract.  

 

6.2.3 Recommendations to the government and NGOs 

The government should make sure that more local products are stocked on the 

supermarket shelves. However our industrial sector is still underdeveloped therefore this 

will force the niche markets to stock more locally produced fresh fruits and vegetables. 

This will create more demand hence stimulate more production of fruits and vegetables. 

To meet this demand throughout the year, the government should develop small scale 

irrigation systems for the vegetable farmers. The government, financial institutions and 

SACCOS also have a role to finance these farmers especially those working on credit 

basis with niche markets. The government and NGO shouldassist these farmers to enter 

into foreign markets for much more expanded market.  

 

6.2.4 Recommendation to 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 vegetables instead they 

should increase the number of niche markets they supply. This will allow them to be 

effective and efficient in meeting the demands of the niche markets at the same time get 

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  

 

 

 

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 

 

 

 

 

 

Unstandardized 

Coefficients 

Standar

dized 

Coeffici

ents 

t Sig. 

Correlations 

Collinearity 

Statistics 

 B Std. Error Beta 

Zero-

order Partial Part 

Tolera

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 
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Coefficient of profit margin of fruits and vegetables with multicollinearity diagnostic 

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 

 

 

Unstandardized 

Coefficients 

Standar

dized 

Coeffici

ents 

t Sig. 

Correlations 

Collinearity 

Statistics 

 B Std. Error Beta 

Zero-

order  

Partia

l  Part 

Tolera

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 502577.4 261015.0 .254 1.925 .069 .451 .404 .206 .659 1.517 

PAYSCHE -697799.2 353631.9 -.238 -1.973 .063 -.093 -.412 -.211 .783 1.277 

VOLFREQ 4744.4 788.5 .913 6.017 .000 .826 .810 .644 .497 2.012 

NUNICHE -32247.9 70255.9 -.063 -.459 .651 .454 -.105 -.049 .600 1.667 
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Appendix 2: Structured questionnaire administered to Dar es Salaam and Zanzibar 

traders 

General Information 

1. Name of the respondent………………………………..……………… 

2. Sex of the respondent (1=Male, 2=Female) …………..……………….. 

3. Age of the business owner………………………………………… 

4. Marital status of the business owner (1=Single, 2=married, 3=divorced) …… 

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= 61 – 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 education, 5= University education) 

…………………………………………………………… 

7. How long (in years) have you been doing business…………………………… 

8. Do you have any other work experience? (1=Yes, 2=No)…………………. 

9. Is the business owner employed elsewhere? (1. Not employed else where 2. by the 

Government, 3. NGO) …………………………………………… 

10. Other 3 major sources of income and percentage contribution                                                      

1. ……………………..        

2. …………………….. 

3. ……………………..                                                                                                                                 
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Business information 

1. What is the name of the business? …………………………… 

2. Is the business formal or informal (registered or not)?...................................... 

3. Where are your customers mostly located? (1. Dar es Salaam 2. Zanzibar 3. 

Foreign countries) ………………………………… 

4. Type of a business (1. Fruit 2. Vegetable 3. Both) ……………………... 

5. Years the business existed …………………………………………….…….. 

6. Capital invested in the business…………………………………………….. 

7. How many people are employed in the business? .............................. 

8. Has the business ever borrowed from the bank? …………………….……….. 

9. What was the highest amount ever borrowed from the bank? ………… 

10. Is there any other business you perform apart from the fruit/vegetables business? 

(1= Yes 2= No) …………………………………………… 

11. If yes mention the name of the business………………………………………. 

12. Are you a member of any organization? ………………………………………. 
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Products Information 

1. How much (in kg) fruits and vegetables do you source from the following list?   

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 (sukuma 

wiki) 

     

Potato leaves (matembele)      
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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 employed on the farm? ............................... 

v. Do you normally wash, sort and grade fruits and vegetables before selling to your 

customers? Explain what you actually do.                    

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

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

.............................................................................. 

vii. Explain which grade goes to what market:- 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………. 

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

their premises?                                                    

………………………………………………………………………………………

…………………………………………………………………………….. 

 

3. Contract formation with farmers:- 

i. Are there contracts formed between you and the niche markets: - (1. Formal, 2. 

Informal, 3=No contract? ................................................. 
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ii. What are the contracted qualities of fruits and vegetables?    

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

…………………………………………………………………. 

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

2=No)   ................................................................................... 

iv. Does the contract offer a better price than the market price? By how much?                                                                                            

.....................................................................................................................................

.....................................................................................................................................

..........................................................……........................................... 

v. Do you supply credits to the farmers in exchange of assured supply of produces? 

(1=Yes, 2=No)……………………………………………… 

vi. From the contract, how much is the farmer supposed to supply you per 

month/season? .......................................................................... 

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

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 

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

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

…………………………………………………………………………..…………

………………………………………………………………………………………

…………………………………………………………………………. 
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4. Village spot market 

i. What is the name of the village spot market? ..................................... 

ii. How far is it located from the end market? (Hours)…………………………… 

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

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………. 

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) 

………………………………………………………………………………………

………………………………………………………………………………………

…………………………………………………..……………..……. 

 

5. Those who buy from the agents:- 

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

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………….. 

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

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

………………………………………………………………………………………

……………………………………………………………………………………… 

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

………………………………………………………………………………………
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………………………………………………………………………………………

……………………………………………………………………….. 

iv. What value do you add to your products, for example, through, sorting, grading, 

processing and packing and labelling? 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 

v. Is the agent sourcing products directly from farmers? (1=Yes, 2= No)……… 

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

.....................................................................................................................................

.....................................................................................................................................

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

Fruits Contracting 

farmers 

(Tsh) 

Village spot 

market 

(Tsh) 

Urban open 

markets 

(Tsh) 

Agents 

 

 

(Tsh) 
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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 your products before and after preparing (grading, sorting,   

packing and labelling)?  

 Before 

(Tsh) 

After 

(Tsh) 

 Before 

(Tsh) 

After 

(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 leaves (matembele)   

Apples   Jute mallow (Mlenda)   

 

 

Market information 

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

                       1=Tourist hotel ……………………….. 

                       2= Supermarket ……………………….. 

                       3=foreign market ……………………… 

                       4= Conventional market. ……….. ……. 
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2. Do you supply the markets: - 1. Regularly 2. Irregularly……………………    

3. How much did it cost you searching for a trading partner mentioned above? 

…………………………………………………………  

4. What percentage of your products goes to the:- 

                                          1= tourist hotel……………… 

                                                2= supermarket……………… 

                                          3=foreign market…………..... 

                                          4= conventional market ………. 

5. If you are selling to the foreign markets mention the end markets :-

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………….. 

6. What is your export intensity (export as percentage of total sales)?                                                                   

                                          1 = Less than 20%  

                                                2 = 20-50%  

                                                3 = Over 50% 

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

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

………………………………………………………………………………………

How different are your products from those sold to the niche/conventional market?                                                                                  

………………………………………………………………………………………

………………………………………………………………………………………
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………………………………………………………………………………………

………………………………………………………………… 

8. How long have you been selling to the niche markets? (in years)…………...… 

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

conventional markets? Give reasons. 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………………………… 

10. How certain are you that you will be able to market your products?         

                                           1=Less than 20%  

                                           2= 21-50%  

                                           3= 50-80%  

                                           4= 81-100% 

 Tourist Hotel Supermarket Export market Conventional 

market 

Percentage (%)     

 

11. Mention four major products that you are selling:-  

i. …………………………… 

ii. …………………………… 

iii.  …………………………… 

iv. …………………………… 

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= 50-80%  

                                                                        4= 81-100% 

i. …………………………… 

ii. …………………………… 

iii.  …………………………… 

iv. …………………………… 

13. For each of the product mentioned above, explain if there are any special 

provision, for example, cold rooms and packaging. 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 

14. What means of transport do you normally use to transport your products? (1= road, 

2= train, 3=water, 4=air) 

………………………………………………………………….. 

15. Does the business own a car/truck? (1 = Yes, 2 = No)……………………. 

16. Is there any contract formed between you and the buyer of your products? (1=Yes, 

2=No)…………………………………………………. 

17. If yes, how much does the contract cost the business? 

……………………………………………... 

18. What forms of payment arrangements do you normally use? .......................... 

1. Immediate payment 

2. Payment after a day 

3. Payment on a weekly basis 

4. Payment on monthly basis.                                          



114 
 

19. How many times per week/month do you supply your customers with your 

products (transaction frequency)? 

………………………..………………………………….  

20. What is the selling price of your products?                        

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 leaves 

(matembele) 

    

Jute mallow (Mlenda)     

 

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

            1. Tourist hotel 

………………………………………………………………………………………………

……………………………………………………………………………… 

            2. Supermarket 

………………………………………………………………………………………………

…………………………………………………………………………………… 

            3. Export market 

………………………………………………………………………………………………

………………………………..…………………………………………………. 

             4. Conventional market 

………………………………………………………………………………………………

…………………………………………….…………………………………….. 

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 other activities 

2= Valuable, 3=Moderate, 4= Not Valuable 5= completely no value in other activities 

                                 ………………………………. (1 2 3 4 5 6 7) 

                                 ……………………………….(1 2 3 4 5 6 7)     

12. How much are these resources costs per month?                         

.................................................................................................................................................

................................................................................................................................... 
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Quality and Standard  

1. Describe the products’ standards that your buyers require from you. Explain:- 

………………………………………………………………………………………

……………………………………………………………………………………… 

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

.....................................................................................................................................

.....................................................................................................................................

.....................................................................................................................................

........................................................................................................ 

3. How are the products assessed to see if they meet the required standards? 

.....................................................................................................................................

.....................................................................................................................................

.....................................................................................................................................

.........................................................................................................  

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

by your customer? Explain. 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 

5. How much do you spend per unit to implement the standards required by your 

customer? …………………………………………………………………  

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)? 

………………………………………………………………………………………

…………………………………………………………….. 

8. How do you deliver your products? (1=Packed, 2=Unpacked)……………….. 

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

3=Good 4= Poor 5= Very poor.      Circle one: 1  2  3  4  5 

10. How do you receive orders from your customers? (1= mobile phone, 2= e-mail) 

………………………………………..……………………………. 

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

order/ a phone call)? 

…………………………………………………………………………. 

12. By how much are you able to meet the demand for your products?  ……… 

1. 100% 

2. 75% 

3. 25% 

4. 0% 

13. What do you normally do when order demand is high than the available quantities? 

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

14. How do you search for new customers?                               

.....................................................................................................................................

....................................................................................................................... 

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 transport products? (1=Yes, 2=No) 

……………….………….. 

 

17. If yes, where exactly do they assist you?  

………………………………………………………………………………………

……………………………………………………………………………. 

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

………………………………………………………………………………………

…………………………………………………….….. 

19. How much does it cost the business to do the monitoring? 

........................................................................................…... 
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Appendix 3: Structured questionnaire administered to Dar es 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 (matembele)  

Apples  Jute mallow (Mlenda)  

 

 



120 
 

 

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 maboga)  

Cucumber  Night shade (Mnafu)  

Bananas  Ethipian mustard (sukuma wiki)  

Lemon  Potato leaves (matembele)  

Apples  Jute mallow (Mlenda)  

 

3. Which products are seasonally bought? Mention 

…..…………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………. 

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

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………
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………………………………………………………………………………………

……………………………………………………………. 

5. Which products do you often change from fresh to processed during off 

season?.........................................................................................................................

.....................................................................................................................................

.....................................................................................................................................

.................................................................................................... 

6. Are the suppliers changing season by season? 

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

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

possible to get at 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 maboga)  

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)……………………….…………..                 

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

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………….. 

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

………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

11. Are there times you resort to buy some fruits and vegetables in urban open 

markets? (1= Yes, 2= No)…………………………………………………… 

12. If yes, what drives you to buy from urban open market (cheap price, availability of 

transport mechanism, closeness of the market)? Explain 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

…………………………………………………………… 

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

markets?.......................................................................................................................

..................................................................................................................... 

14. What quality of fruits and vegetables do you need in terms of size, cosmetic 

damages, scar and freshness?                                                                
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Fruits:………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

Vegetables:…………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

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?) 

…………………………………………………….....................................................

.....................................................................................................................................

................................................................................................................ 

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

required standards? 

………………………………………………………………………………………
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………………………………………………………………………………………

……………………………………………………………………………………… 

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

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

Fruits Imported 

fruits (in 

kg/tons). 

Exporting 

country 

Name of the 

Agent 

Buying price 

per unit 

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) 

    

Amaranth      

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? 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 
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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 paper      

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)                

………………………………………………………………………………… 

22. How do you handle emergence orders? 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………… 

23. What form of exchange arrangement do you use?                

.....................................................................................................................................

.....................................................................................................................................  

24. Is the form of exchange a problem to your suppliers?          

………………………………………………………………………………………
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………………………………………………………………………………………

……………………………………………………………………………………… 

25. Are there times you resort to processed/imported products due to unavailability of 

quality products? (1=Yes, 2=No)               

………………………………………………………………………………….. 

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

you actually prefer fresh products? 

.....................................................................................................................................

.....................................................................................................................................

...............................................................................................................  

27. What is the sales percentage of fruits and vegetables?                                    

(1=Less than 25%, 2= 26-50%, 3= 51-75%, 4= 76-100%)………… 

28. What is the percentage of fruits and vegetables in any dish?      (1=Less than 25%, 

2=26-50%, 3=51-75% 4=76-100%) 

………………………………………………………. 

29. How many fruits and vegetables that come to you perish/rot?                        Fruits 

………………………….Vegetables………………….…………..                                         

(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)……………………………………………………… 
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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 
 

 

Fruits and vegetables from niche market 
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Fruits and vegetables from open market 

Appendix 5: Maps of the study areas 

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

 


