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ABSTRACT 

 

This study assessed the effect of rice price volatility through a case study of rice 

traders in Dares Salaam - Morogoro. The study was conducted inDar es Salaam at 

Kariakoo Market as well as Mzimbweni Market Morogoro. The main objective of the 

study was to assess the effects of rice price volatility among rice traders between 

Morogoro and Dar esSalaam municipalities. 

 

The data collection methods andtools were comprised ofinterviews, questionnaires, 

and documentary reviews. Statistical Package for Social Sciences (SPSS) was 

employed in data analysis. A descriptive cross-sectional study was used. A sample of 

110 rice traders’ men and women, (respondents) business men and women 

(respondents) was used to select respondents from their trade centers. The study was 

provided by the Market department, the names of the traders who were dealing with 

rice to cover all rice traders and then use random numbers to formulate the random 

sample. 

 

It was revealed that among the reasons for price volatility in Tanzania are the 

increases in the exportation of rice,the increase in oil prices, poor infrastructures as 

well as a delay of agriculture inputs. There are negative effects ofhigher price 

volatility to poor consumers. They  reduced the frequency of using rice as they are 

unable to afford,resulting in achange in their eating habits from average of three 

times a week to two times; while rich consumer are less affected.  

 

It was concluded that generally the effect of price volatility has a negative effects to 

the consumers. It is recommended that timely provisions and delivery of agricultural 

inputs to famers, capital boots, modern agriculture, reduction of importation of rice 

and the improvement of infrastructure would help to alleviate the problem. 
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CHAPTER ONE 

1.0 INTRODUCTION 

 

This chapter presents the discussion and background of the problem, statement of the 

problem, purposes and objectives of the study, research questions, and significance 

of the study. 

1.1 Background information 

In 2010, the world’s attention was focused on the global food crisis and, as a 

consequence on global food security. By mid-2009, commodity prices haddropped 

substantially; nevertheless, most of these prices still remain at or above past trend 

levels. Price fluctuations are not rare in agricultural markets where volatility is a 

common characteristic. However he current situationdiffers from past experience, 

given the conjunction of high and low prices in all major food and feed commodities.  

 

In Canada rice production is currently approximately 1.2 thousand tons of paddy, or 

800 thousand tons of milled rice. Production has increased from around 450 

thousand tons of milled rice in 2000. Rice is grown by 16% of Tanzanian farmers. t 

Half of the production is concentrated in the regions of Morogoro, Shinyanga, 

Mbeya, Manyara, and Mwanza. Virtually all rice (99%) is grown by smallholders 

covering an average of 1-19.77 acres in Tanzania, However some rice farms are part 

of large-scale rice farms with32,000 hectares irrigation schemes that were formerly 

state-managed farms (NBS, 2010). Rice is more commercialized in Tanzania than 

other staple food like maze.  

 

According to the 2009-2013 National Agricultural Sample Census, 42% of rice 

production is marketed, compared to 28% of maize and just 18% of sorghum. It is 

important to note, however, that averages can be misleading because larger rice 

growers account for the bulk of sales. The National Agriculture Science Centre 

(NASC) survey of small-scale farmers found that just 13% of rice farmers sold any 

rice (NBS, 2010: 231).  
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Tanzania is both an importer and an exporter of rice. Tanzanian rice imports 

averaged 71 thousand tons over 2009-2012 (see Table 2), mostly from Asia. This 

represents about 8% of apparent domestic consumption. Rice exports for this period 

were 10 thousand tons in 2008, mostly to Kenya, Zambia, and other countries in the 

region.  

 

In 2000, Tanzania imported 15% of its domestic requirements. With rising local 

production, this percentage has fallen to 6 % over the 2009-2012 -period. This means 

that domestic prices are less subjected to volatility in world prices, but more 

vulnerable to variation in domestic production. Rice prices have been moderate over 

time, with a small increase in the (mid2011s) and sudden increases in 2012 in 

parallel with other cerealsmarkets. Theselarge price increases have occurred in spite 

of substantial productivity gains in the rice market over the same time 

 

1.1.1 Production of rice in Tanzania 

Rice is the second most important food and commercial crop in Tanzania after 

maize; it is among the major sources of employment, income and food security for 

Tanzanian farming households. Tanzania is the second largest producer of rice in 

Southern Africa after Madagascar with production levels of 818,000 tonnes (USDA 

world rice statistics 2007). The cultivated area is 681,000 ha; this represents 18 % of 

Tanzania’s cultivated land. Approximately 71 % of the rice grown in Tanzania is 

produced under rain fed conditions; irrigated land presents 29 % of the total with 

most of it in small village level traditional irrigations. The average yield is very low, 

1-1.5 tonnes per hectors. Farmers grow a number of traditional varieties, these 

varieties have long maturity and yield but are affected by irregular rainfall patterns 

and occurrences of pests which contribute to the yield decline. (RLDC, November 

2009) 

 

Although more than 99% of rice used in Tanzania is produced by smallholder 

farmers, some farmers are part of large scale rice irrigation schemes that were 
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formerly state managed farms (NBS 2010). Paddy production is estimated at 1.2 

million metric tons annually or 750,000metric tons of milled rice (Hamilton, 2010) 

Table 1.1 Rice production, export & import statistics in Tanzania from 2007-

2010 

 2007 2008 2009 2010 

Production 1,341,850 MT 1,420,570 MT 1,334,800 MT 2,650,120 MT 

Export 4,390 MT 20,176 MT 5,596 MT 828.00 MT 

Import 75,076 MT 94,229 MT 48,477 MT 64,193 MT 

 

Source; Food security portal 2012 

 

1.2 Statement of the Problem 

Volatility is a directionless measure of the extent of the variability of a price or 

quantity. It follows that volatility measures derive from the second moment of the 

distribution of the price or quantity in question, or transformations thereof. 

Economists generally focus on the standard deviation of logarithmic prices since this 

is a unit-free measure. For low levels of volatility, the log standard deviation is 

approximately equal to the coefficient of variation. 

 

Price volatilityvaries because production and consumption are variables. Economists 

distinguish between predictable and unpredictable variability, the latter being 

characterized in terms of shocks. Shocks(a sudden upsetting, surprising event or 

experience) to production and consumption transmit into price variability. 

Production can vary either because of variations in the locations of farms planted or 

because of yield variations, typically owing to weather. Consumption varies because 

of changes in incomes, changes in prices of substitutes and shifts in tastes. It is 

generally supposed that the most important source of price variability in agriculture 

are weather shocks to agricultural yields. Nevertheless, demand shocks, in particular 

income shocks (Gilbert 2010) and policy shocks (Christiaensen 2009), may also play 

an important role.  

http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-23
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-7
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Empirically no existing literature has discussed the effect of rice price volatility to 

both consumers and producers in Tanzania particularly Dar esSalaam and Morogoro. 

Price volatility has been of great concern recently in society and has been 

influencedby among several of the followingfactors; The extent to which given 

production and consumption shocks translate into price volatility depends on supply 

and demand elasticity, which, in turn, reflect the responsiveness of producers and 

consumers to changes in prices. When stocks are low, relatively small production or 

consumption shocks can have large price impacts but when they are high, the reverse 

is the case. Speculation is another factor that may have either a positive or a negative 

impact on volatility. Speculation may be either through stockholding or through 

purchase and sale of commodity futures or other derivative contracts. However, not 

all futures markets transactions are speculative as the standard regulatory distinction 

between hedging, in which supply chain agents attempt to offset risk exposure 

through futures transactions, and speculation is that speculators are ‘non-

commercials’, i.e. they do not have any involvement in the physical commodity 

trade. 

 

Food price volatility arises from shocks that can come from a number of sources, 

with the impact being felt differently in each separate commodity market. On some 

occasions, these shocks will be correlated. Often, this will be the case if common 

factors simultaneously affect a range of different markets, perhaps including non-

agricultural markets. This appears to have been the case in 2007–2008 when most 

agricultural prices and many non-agricultural prices (energy, metals and freight 

rates) rose simultaneously. It was also the case in the 1973–1974 food price spikes. 

In such cases, it appears likely that there are common causal factors. There is less 

agreement in the identity of these causal factors but demand growth, high oil prices 

perhaps generating demand for grains as bio-fuel feedstock’s, dollar depreciation and 

futures market speculation are all candidates in this regard (Cooper & Lawrence 

1975; Baffes 2007; Abbot et al. 2008; Mitchell 2008; Gilbert 2010b). 

 

http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-11
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-11
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-3
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-1
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-31
http://rstb.royalsocietypublishing.org/content/365/1554/3023.full#ref-23
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This study aims at studying the effect of rice price volatility among rice traders 

between Morogoro municipality and Dar-es-salaam city. 

 1.3 Objectives of the Study 

1.3.1 General Objective 

The main objective of this study is to analyzethe effect of rice price volatility among 

rice traders between Morogoro and Dares Salaam municipality as to check to what 

extent prices of rice in these regions are related. 

1.3.2 Specific Objectives 

i. To examine the causes of rice prices volatility. 

ii. To find out the effect of rice price volatility to both traders and 

consumers 

iii. To elucidatefactors that will shape future prices and price volatility. 

 

1.4 Hypothesis 

1.4.1 Alternative Hypotheses 

i. The high rice price is highly influenced by inflation. 

ii. There are greater negative effects to end users caused by rice price 

hike than positive effects. 

iii. There are solutions to resolve the problem of rice price volatility. 

1.4.2 Null Hypotheses 

i. The high rice price is not influenced by inflation. 

ii. There are less negative effects to end users caused by a rice price hike 

than positive effects. 

iii. There are no solutions to reduce the problem of rice price volatility 

1.5 Significance of the Study 

This study will provide the understandings of manageable factors of price volatility; 

hence the government should take measures to prevent the situation in future 

especially for all food crops as they have been imposing a burden in a society. 
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This study will provide the platform on the area for those who will be interested in 

doing research over price fluctuations and its impact to the nation’s economy as well 

as individual citizens. 

 

To government the study will provide some suggestion from the local producers as 

well as the traders themselves on how the problem can be minimized if not solved. 

1.6Limitations of the Study 

Not all the respondents were as conversant as the researcher expected since, in 

Tanzania grains and so many other businesses especially the ones related to food 

production are being managed by individuals. 

 

The researcher is a student worker which means she was only able to do the 

collection of the data during her ample time; this hindered her from covering a large 

area, cost was also incurred in paying the research assistants who assisted her 

especially in collecting data from Morogoro. 

 

The time frame provided was also a limitation to the study since the researcher was 

not a full time student as it has been shown above. 

1.7Delimitation of the study 

The researcher thoroughly explained to participants about the study rationale and 

implication for participating in the study.  

 

Since most of the research assistants were form six leaversthe validity and reliability 

of the data collected had to be cross checked carefully before the data entry process 

so that the findings sensible. 

 

In order to make sure all the questionnaires ware answered, the researcher made a 

close follow up of the questionnaires either by physical visits or by phone calls to 

ensure the complete participation in the study and assurance that the information was 

used only for academic purposes.  
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Since the respondents were busybusinessmen’s and women’s the researcher made 

sure the questionnaires prepared were simple, short, and up to the point. 

 

The research areawastoo large for the researcher to cover it by herself therefore she 

was advised to use some of the researcher assistant so as to cover the whole region in 

time. 

1.8 Organization of the Study 

The proposed study consisted of 5  chapters; chapter one provided the back ground 

of the study, statement of the problem, research objectives both specific and main, as 

well as research questions, the chapter further discussed the significances, limitation 

and delimitation of the study. 

 

Chapter two discuses the literature review which enables readers to have 

comprehensive idea on, whatprice volatility is all about;Chapter three discusses the 

research methodology;Chapter four consists of the findings presentation, analysis 

and discussion while chapter five presents the conclusion, recommendations and 

areas of further study . 
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CHAPTER TWO 

2.0LITERATURE REVIEW 

 

2.1 Introduction 

This chapter presents thorough review of literature related to the study. It begins with the 

presentation of theoretical literature review. The chapter further provides a detailed review of 

empirical literature. Theoretical literature is a description of what other researchers say about 

price volatility, empirical literature is a description of other researchers similar to this study, 

research gap and conceptual frame work. 

2.2 Theoretical Literature review 

2.2.1 Definition of Concepts 

Volatility 

The term volatility has been defined differently based on the register and therefore it does not 

have one direct meaning for all contexts. 

According to Eskola, 2009 volatility has been defined as a statistical measure of the dispersion 

of returns for a given security or market index which can be measured by using the standard 

deviation or variance between returns from that same security or market index. Commonly,the 

higher the volatility, the riskier the security. 

Gilbert (2012) defined volatility as a variable in option pricing formulas showing the extent to 

which the return of the underlying asset will fluctuate between now and the options expiration 

which is expressed as a percentage coefficient within option-pricing formulas, arises from 

daily trading activities. 

Minot (2010)defines volatility as the amount of uncertainty or risk about the size of changes 

in a security's value. According to Minot a higher volatility means that a security's value can 

potentially be spread out over a larger range of values. This means that the price of the 

security can change dramatically over a short time period in either direction. A lower 

volatility means that a security's value does not fluctuate dramatically, but changes in value at 

a steady pace over a period of time. 
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2.2.2Measurement of Volatility  

The measure of volatility according to Richard Minot (2010), one measure of the relative 

volatility of a particular stock to the market is its beta. A beta approximates the overall 

volatility of a security's returns against the returns of a relevant benchmark (usually the S&P 

500 is used). For example, a stock with a beta value of 1.1 has historically moved 110% for 

every 100% move in the benchmark, based on price level. Conversely, a stock with a beta of 9 

has historically moved 90% for every 100% move in the underlying index. 

 

Volatility is also found by calculating the annualized standard deviation of daily change in 

price. If the price of a stock moves up and down rapidly over short time periods, it 

has high volatility. If the price almost never changes, it has low volatility 

2.2.3 Causes of Volatility  

According to Food and Agriculture Association(FAO) June Report (2012), price volatility has 

been extremely rare in agricultural markets, but the global food system is 

becoming increasingly vulnerable to it. The Non Governmental Organization(NGO) report by 

Christopher (2012) argued that "volatility becomes an issue for concern and for possible 

policy response when it induces risk-adverse behavior that leads to inefficient investment 

decisions and when it creates problems that are beyond the capacity of producers, consumers, 

or nations to cope."(Brooke, 2012) 

 

Barrett (2012) of Cornell University and Marc (2012) of Duke University argue in foreign 

affairs meeting held at Ethiopia on the causes of food insecurity that high prices, not volatility, 

are the real problem. "Throughout the world but especially in low-income countries, the poor 

are overwhelmingly net food consumers, while farmers are generally better-off net sellers, 

they contend. Rising prices hurt consumers by reducing their purchasing power but benefit 

producers by increasing their profits. The meeting revealed that there are several contributors 

or causes of volatility as follows. 

 

 

 

http://www.investorwords.com/4688/standard_deviation.html
http://www.investorwords.com/4725/stock.html
http://www.investorwords.com/3669/period.html
http://www.investorwords.com/2306/high.html
http://www.fao.org/economic/es-policybriefs/briefs-detail/en/?no_cache=1&uid=48900
http://www.fao.org/economic/es-policybriefs/briefs-detail/en/?no_cache=1&uid=48900
http://www.foreignaffairs.com/articles/67981/christopher-b-barrett-and-marc-f-bellemare/why-food-price-volatility-doesnt-matter?cid=soc-tumblr-snapshots-why_price_volatility_doesnt_matter-071311
http://www.foreignaffairs.com/articles/67981/christopher-b-barrett-and-marc-f-bellemare/why-food-price-volatility-doesnt-matter?cid=soc-tumblr-snapshots-why_price_volatility_doesnt_matter-071311


10 

 

 

I. Energy Prices and Bio-fuels 

Oil prices have experienced record highs in the last five years. Fuel is used in several aspects 

of the agricultural production process, including fertilization, processing, and transportation 

and is an important factor in agricultural output and product price. According to data from the 

U.S. Department of Agriculture, the U.S. farm industry's total expenditures on fuel and oil 

rose 23 % between 2011 and January 2013.  

 

According to the USA agriculture Secretary Tom Vilsack said that "if oil prices keep going up 

as they have recently, that could have a greater impact on food costs than what's associated 

with what's going on with the drought. The OECD estimates that the slowdown in agriculture 

production in the next decade will primarily come from higher fuel and fertilizer costs. 

 

Grain stocks increased use of grains to meet the demand for meat and bio-fuels has largely 

contributed to a major increase in cereals demand  (Brian, 2011). Brian notes that low stocks 

contribute to the kind of price shocks seen in 2008 and 2010-2011. Researchers from the FAO 

note that "ample and highly liquid commercial stocks held by major international suppliers 

appear a necessary and sufficient condition to instill confidence in world markets and to 

lessen the probability of future bouts of extreme global volatility" (PDF,2012) 

 

II. Population Trends 

 The growth of the middle class in developing countries has increased demand for general 

food products and for meat in particular, placing greater pressure on grain consumption. 

According to PDF report of 2011 meat, dairy, and oils  are expected to rise from about 20 % 

of current calorie intake in developing countries to nearly 30 % in the next forty years while 

Livestock feed currently represents approximately 55 percent of consumption of coarse grains 

(corn, sorghum, and barley).  

 

A number of experts say the growth in meat consumption harms overall food security, since 

the production of one serving of meat takes more land, water, and energy than the production 

of a serving of corn or rice. Growing urbanization, particularly in the developing world, 

http://www.ers.usda.gov/publications/err-economic-research-report/err123.aspx
http://www.ers.usda.gov/data-products/farm-income-and-wealth-statistics.aspx#27458
http://www.ers.usda.gov/data-products/farm-income-and-wealth-statistics.aspx#27458
http://www.bloomberg.com/news/2012-08-24/usda-leaves-2013-food-price-forecast-unchanged-lowers-2012-meat.html
http://www.agritrade.org/events/documents/wright_000.pdf
ftp://ext-ftp.fao.org/ES/Data/Book Preview - Safeguarding Food Security in Volatile Global Markets/chap-16-web.pdf
http://www.fao.org/docrep/012/i0680e/i0680e02.pdf
http://reliefweb.int/sites/reliefweb.int/files/resources/al993e00.pdf
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contributes to lifestyles that include higher consumption of meat and commercial foods 

(PDF). As more people leave rural areas for cities, a lack of investment in modernized farm 

equipment and irrigation techniques increases the burden on developing-world farmers, 

precisely as they dwindle in number and need to increase production capacity. 

 

III. Commodities Markets 

Similar to the debate over oil prices, non-sector participants like pensions and hedge funds in 

the agricultural markets are considered by some to be a driver of price volatility. The volatility 

inherent in the food marketplace causes speculation, not the other way around. 

 

According to the June 2011 report from Oxfam it is possible excessive speculation 

contemporarily and contributes to food price bubbles.  However many experts have said one 

way to lower uncertainty caused by commodities' trading is to increase markets' transparency 

and get countries to accurately report food stocks.  

 

IV. Weather and Climate Change 

Disasters such as drought and flooding can cause catastrophic damage to crops. A string of 

recent bad weather in 2010, 2011, and 2012 and related disasters such as wildfires in some of 

the world's biggest food exporters have helped raise prices to record levels. Severe droughts in 

the summer of 2012 across the U.S. Midwest and Eastern Europe in parts of Russia, Ukraine, 

and Kazakhstan have also pushed prices even higher. July saw a month-over-month increase 

of 25 percent in corn and wheat prices and 10 percent in overall food commodities. 

 

The June 2012Oxfam report by Chirs (2011) showed that climate change is forecast to spur 

more crop-damaging weather events  and impact water supplies and the availability of arable 

land, especially in the developing world. Countries in South Asia and parts of Africa, some of 

which have the world's fastest growing populations, could lose more than 5 percent of their 

growing season, the FAO forecasts. Thisplaces an estimated 370 million people in jeopardy 

due to diminished food security. The report further showed that these regions already contain 

large populations considered chronically hungry. Experts say policies and technologies to 

adapt crops to climate change and increase water supplies will be needed. 

http://pubs.iied.org/pdfs/10573IIED.pdf
http://pubs.iied.org/pdfs/10573IIED.pdf
http://www.cfr.org/energy/oil-market-volatility/p15017
http://siteresources.worldbank.org/EXTPOVERTY/Resources/336991-1311966520397/Food-Price-Watch-August-2012.htm#note17
http://www.fao.org/economic/ess/syb/en/
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V. Trade policy 

The June 2012 Report by Oxfam showed that most crops do not cross national boundaries; 

few have international trade rates higher than 20 percent of what is grown. However, prices 

and export controls can disproportionately impact import-dependent countries. "Food price 

inflation is not simply the result of supply and demand," says a June 2012 Oxfam reporter 

(Chris, 2012).  

 

According to the UN World Food Program (UNWFP), over forty countries in 2011 imposed 

some form of export ban in an effort to increase domestic food security. Many economists say 

hoarding, particularly in some rice-producing countries, exacerbated the 2008 food price 

crisis.  

 

Following a 2010 drought and wildfires, Russia limited exports of wheat and wheat doubled; 

according to the World Bank higher food prices have the greatest impact in developing 

countries. The planet's poorest two billion people, who spend 50 to 70 percent of their income 

on food, these soaring prices may mean going from two meals a day to one. 

 

According to Lester (2012)who is the president of the Earth Policy Institute Aid groups 

including the UNWFP point out that three food price shocks (2008, 2010, 2012) in five 

years have increased the number of chronically hungry people and jeopardized efforts to 

reduce global hunger.  According to Lester (2012) high prices also mean that monetary 

pledges for food aid buy less than before. 

 

 The UNWFP states that every 10 percent increase in food prices necessitates an additional 

$200 million to buy the same amount of food. In 2010, the UNWFP bought 25 percent less 

food with the same amount of money than the year before. 

 

Barrett and Bellemare (2012) argue it is a mistake to focus on price volatility (Foreign 

Affairs). "Instead, policymakers should consider measures that prevent increases in food 

prices, such as removing barriers to international agricultural trade and increasing investment 

http://www.foreignpolicy.com/articles/2011/04/25/the_new_geopolitics_of_food?print=yes&hidecomments=yes&page=full
https://www.wfp.org/aid-professionals/podcast/what-rising-food-prices-mean-fight-against-hunger
https://www.wfp.org/aid-professionals/podcast/what-rising-food-prices-mean-fight-against-hunger
http://www.foreignaffairs.com/articles/67981/christopher-b-barrett-and-marc-f-bellemare/why-food-price-volatility-doesnt-matter?cid=soc-tumblr-snapshots-why_price_volatility_doesnt_matter-071311
http://www.foreignaffairs.com/articles/67981/christopher-b-barrett-and-marc-f-bellemare/why-food-price-volatility-doesnt-matter?cid=soc-tumblr-snapshots-why_price_volatility_doesnt_matter-071311
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in scientific research on crop productivity improvement, soil and water conservation, and 

renewable energy that does not compete with food for land," they contend. Policymakers 

should also focus on innovative ways to reduce post-harvest losses, which run to nearly 50 

percent in many low-income countries, often due to insufficient or sub-standard storage, 

refrigeration, and processing facilities." 

2.3Empirical Literature Review 

2.3.1 The causes of rice price volatility 

Christiaensen (2009) from United State of America conducted a study on the causes of price 

volatility, the study revealed that world grain stocks fell to low levels by2011, and this is seen 

as one cause of recent high grains price volatility. Since it takes time to rebuild stocks, it is 

possible that volatility levels will remain high over the next few years. He further said that, 

this does not imply that volatilities will be permanently higher. 

 

A study by Wobst (2011), on causes of the price volatility in Italy using the sample size of 

both local traders and consumers showed that the price is determined by market forces i.e. 

demand and supply of a product which means that once there is an imbalance between 

demand and supply of a product, prices are likely to fluctuate in the process of re-gaining an 

equilibrium point. The demand side factors (rising incomes, increasing world population and 

urbanization) and supply side factors (high agricultural input prices and declining agricultural 

input resources) influence the price increase of the product (ILRI, 2009) 

 

Another study by Naylor and Falcon (2010) of Norwegian University using the case study of 

three local market interviewed 250 traders on the causes of rice price volatility, the findings of 

the study showed that weather variability, changes on population, fluctuation of petroleum 

prices, speculation and stockholding and changes on exchange rates were the major causes of 

staple food price variation. They insist that any changes in these factors are likely to be shifted 

into the staple food price and hence its variation. They found these factors to have caused 

price changes for example; in 2009 the price of 1kg of rice was between 1100-700 Tsh  while 

in 2007-2008 the same amount of rice was being sold by 2600/= Tsh 
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The study is useful to our study since the countries’ climate has never been stable and most of 

the rice producers rely on the blessings of rainfall Also the country has been experiencing 

another problem the fluctuation of fuel price which has been associated with the increase of 

food price more particularly from rural areas. 

 

A recent report by a Central Bank of Lesotho (2010) also suggests that the increasing demand 

on rice and other stable food along with the world population growth is one among the 

determinants of variation of staple food prices. This increase in demand on food due to an 

increase in world population may result in an imbalance between demand and supply of food, 

the former being relatively higher. 

 

Another study conducted by Geoffrey (2011) and sponsored by USAID revealed that rice 

prices have been increased in all markets as the case on prices of other staple foods in 

Tanzania. The study revealed that the trend in 2011 shows that prices of staple food are higher 

than the last year as well as above the five year averages. These rises in prices were probably 

due to increased transportation costs and traders’ speculation during the hunger season.The 

study concluded that wholesale prices of maize tend to move together in the late 2011 and late 

2012 in almost all markets in Tanzania. Furthermore, this increase in price was due to poor 

harvests in 2010 and 2011 when output fell by 42% and 33%respectively. 

 

Another research study conducted by Sokoine University of Agriculture to be presented to 

UNWFP (2009) using the case study of Morogoro rice traders on trends in rice prices in 

selected vulnerable regions shows that both rice prices in Tanzania increased by 17%. 

although this is associated with the shortage of food due to failure of rainfall in 2010, left 

approximately 280,000 people in Tanzania food insecure, the study identify some factors that 

contributed to the shortage of food in some of the areas in Tanzania in 2010 as the increase in 

maize, rice and bean prices to 40%-60% above their five year averages. 

 

According to a discussion paper by Minot (2011) entitled‘Food Prices in Tanzanian 

Markets’’, using the sample of 150 farmers and 100 consumers revealed that rice prices tend 
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to move with the world staple food prices. For example, Arusha showed a long-run 

relationship with the world price of maize. For rice, four of the height rice markets in 

Tanzania appeared to be linked to world rice markets. Furthermore, the elasticity of price 

transmission ranges from 0.24 to 0.54 implies that24% to 54% of the world rice prices are 

transmitted to the Tanzanian markets. 

 

Another research report by USAID (2010) shows that, regions in Tanzania such as Mbeya, 

Iringa andMorogoro have increased prices of major food crops. In addition, there are various 

reasons for this increase in prices, such as; poor harvests of major food crops, higher transport 

cost of major food, increased demand for food by consumers, oil and energy supplies and 

rising cost in energy which contributes to the increasing of agricultural production cost which 

is eventually reflected into food prices. 

 

According to the report by FEWS NET (2009) on Tanzanian food security, it is postulated 

that increased demand at the markets and increased transportation costs, caused by high fuel 

prices are likely to contribute to high food prices. This report suggests that variability in rice 

and other staple food prices may be caused by changes in demand and transport costs 

Agricultural prices vary because production and consumption are variables (Gilbert and 

Morgan, 2010).  

 

The study has the direct link to Tanzania as it has been seen and experienced that whenever 

there is an increase in fuel cost the transport cost also goes up as well as the price of rice and 

other staple foods. 

2.3.2. Consequences of Food Price Volatility 

Minot and Goleta (2010) conducted a study on the effects of a change in rice prices on income 

and poverty in Vietnam. The study used 300 end users (Consumers of rice); they measured 

therefore-response effect and the after-response effect. The former refers to the effect in the 

very short term (i.e., before the producers and consumers respond to the price change).  

 

Based on Minot and Goleta’s(2010) study, two delta regions rice consumers in Vietnam (that 

are rice surplus regions)would benefit from higher rice prices while the remaining five 
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regions(the rice-deficit areas) would be negatively affected on average. Furthermore, higher 

prices of rice also tend to benefit the rural households at the expense of urban households. 

 

The findings support the fact that during price fluctuation the ones who dwell near or in the 

rural areas where the specific crops are being cultivated are more likely to benefit during an 

increase in the price of rice as they will be relieved from the transportation cost. 

 

Ackah and Appleton (2011) analyzed the food and consumption behavior of Ghanaian house 

holdsusing the Almost Ideal Demand System (AIDS) model developed by Deaton and 

MuellBauer to obtain price and income elasticity estimates for six major food categories 

comprising the basic subsistence staples for most poor households. They adopted the 

estimation of a linear approximate AIDS for food demand using cross-sectional data.  

 

The data however revealed that most of the house hold more particularly the ones who lives in 

towns area were not able to purchase a share suffice the four to five family members. 

 

Ackahand Appleton (2011) used the money metric indirect utility function in measuring the 

impact of food price changes on households. Their studyfocused on the changes in consumer 

welfare resulting from thevariations in food price, assuming income effects away. Hence, 

theiranalysis did not take into account the supply responses throughproduction and labor 

adjustments but rather the welfare of the citizens during price increase. The findings revealed 

that the increase in the price of rice was not only affecting the consumers but traders and the 

farmers as well. They were solely depending on the rice production for their livelihood 

therefore the decrease in the price greatly reduced their standard of living. 

 

Makezi (2012) conducted a study to on how to compute between who are more affected the  

rural dwellers or the  urban dwellers  where by the findings  revealed that to restore the 

household to the initial position before the (price) shock occurred, expressed as a percentage 

of the initial level of totalconsumption expenditure. In this computation, substitution effects 

andhousehold responses in production and consumption decisions were not accounted for. 

Therefore, the results are to be interpreted as theupper bound of the likely impact. 
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The study also assumes that price changes are transmitted with the same degree to different 

types of households,whether they are urban consumers or smallholder farmers in remotearea 

and with limited access to larger markets and therefore, relatively insulated from international 

price movements. 

 

 Results of the studyshowed that poor urban households are the most adversely affectedby 

higher food prices. 

 

Son (2012) of South Africa analyzed the impact of higher riceprices onthe average standard of 

living and on poverty. The study showedthe dominating effect of rising rice prices on poverty 

over the period of 2009-2011. She also developed the operational price index called the “price 

index for the poor” (PIP), which indicates whether the price changes hurt the poor relatively 

more than the non-poor. The weights used in constructing the PIP were determined by the 

price elasticity ofpoverty measure. It takes into account the consumption patterns of the poor.  

 

The formulae for aggregating regional price indices into the national price indices were also 

developed so as to identify the regional contributions of price changes to the national inflation 

rate.  

 

In addition, she developed a methodology to measure the impact of prices on poverty based 

on the three most popular measures of poverty: (1) headcount ratio; (2) poverty gap; and (3) 

severity of poverty.  

 

Results of her study on South Africa confirmed that some household’s wouldbenefit while 

others are negatively affected by rising food prices. Many urban and rural poor who are 

usually food consumers will be the mostadversely affected by food price increases.  

 

According to the study by Son (2012) basing on PIP the findings revealed that higher inflation 

is faced by the poor as compared to the official rate based ontheLeasers price index. The 

findings also showed that Inflation also hits the poor consumer’s harder than the non-poor 

consumers.  
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The study concluded the following: (1)10 percent increase in food prices will lead to an 

additional 2.3 million poor people in the South Africa; (2) 10 percent increase in nonfood 

prices will result in an additional 1.7 million poor people; (3) 10percent increase in rice prices 

will lead to an additional 0.66 million 

 

Another study by Reyes et al (2011) of Cambodia, using the Central howled market and the 

surrounding community citizens on analysis of the impact of changes in the price of rice on 

poverty showed that in a 10 percent increase in fuel prices will result inan additional 0.16 

million poor people. 

 

Reyes (2011) presented an analysis of the impact of changes in the prices of rice and fuel on 

poverty in the Philippines. The results of the study confirmed that the impact of increasing 

prices of rice and fuel varies across different groups of households based on the level of 

urbanity, income group and geographical location.  

 

The same study showed that for Cambodia, the more affected groups are households that are 

headed by females and are landless. They noted, however, that different groups are affected 

differently, and agreed with the conclusion made by the university colleague that households 

adopted different strategies to cope with the effects of the rising prices.  

 

Dr. Felix Asante of the Institute of Statistical, Social and Economic Research (ISSER) in 

Ghana,  used the CBMS approach in analyzing the effects of rising food and oil prices on 

rural households in Ghana. His study likewise showed that the price increase has different 

effects for different groups, particularly in terms of gender and income groups.  

 

This is very true since majority of the local farmers and the low paid workers are the ones 

who are directly hit by the effect of rice price increase. 

 

According to the Bloch et al. (2012) of Kenya Nairobi the consequence of rice price increase 

is that the impact of high and volatile grain prices concentrate on the poorer rather than the 

richer economies and on the poor rather than the rich within each economy. In general terms, 
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it is probably correct to argue that, in the richer developed economies such as Britain, energy 

price volatility is more problematic than food price volatility. 

 

The study concluded that rice price volatility has a greater impact on the developing world, 

where, depending on the region, maize and rice are the most important food staples. Meat 

consumption, by contrast, rises as consumers become richer, at least at low and moderate 

income levels, and this translates into a greater indirect dependence on grains as animal 

feedstocks. The indirect impact of grain price volatility through meat price is therefore most 

acute at middle levels of income.  

 

The study further postulates that the impact of food price volatility can be viewed at both the 

economic level and at the individual (producer and consumer) level, although the impact will 

depend on which economic and which individuals are being examined focusing on the 

economy level first, there are a number of key factors that will affect the way food price 

volatility will create an impact.  

 

In addition richer nations are concerned about food price volatility in terms of the impact it 

might have on consumer price inflation and, to a lesser extent, by balance of trade effects. As 

world commodity prices generally rise, food prices included, domestic price levels could rise 

with fears of price–wage spirals being set off  

 

Clarke et al. (2010) looked at how individuals in richer nations, consumers of processed food 

products, are affected to the extent that world agricultural prices are transmitted into the prices 

paid for producing retail outlets.According to this study retail sectors are often imperfectly 

competitive and thus pass-through is often incomplete, dampening volatility effects.The study 

tried to come up with some solution one of them being more pertinent is the possible link to 

rising wage demands to compensate for higher food prices, but this is now a relatively weak 

link given the relatively low proportion of household income spent on food (10–15% in many 

countries is typical).  
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According toClarke (2010) perhaps of some interest is the relative impact on poorer 

consumers in rich countries who do spend a higher proportion of their income on food and 

thus who could potentially suffer greater welfare loss from more volatile (higher) prices. It is 

notable, however, that the high food prices in 2012–2010 were much lower on the political 

agenda in the rich countries, such as Britain. 

 

2.2.3 Mechanism to reduce the effect of rice price volatility. 

 

The study by Sone (2008) of U. S. A. suggested safety measures, the most crucial of which is 

directgovernment interventions aimed at stabilizing food prices throughimproved 

productivity. Public investment on agricultural infrastructure such as farm-to-market roads, 

irrigation, and post-harvest facilitiesshould be strengthened. 

 

The study does not reflect or concur with some of the studies conducted in Tanzania which 

showed that the price volatility contributed or rather caused by the unstable climate and the 

increase in oil prices and therefore it does not matter how much the government interfere.Still 

there will be price fluctuation and the end users will bear the brunt of it. 

 

Son (2012) also recommended that monetary policiesare not the best tool to curb inflation 

because its source is the increase in food prices (and not from nonfood consumption items)and 

its contra dictionary nature may drive the economy into recession, therefore harming the poor 

even more. 

 

The study concluded that volatile world food prices can create major import bill uncertainty 

with concomitant exchange rate uncertainty. Scarce foreign exchange reserves can be 

exhausted relatively quickly with a sudden spike in food prices as the elasticity of demand for 

food imports is relatively low. The Food and Agriculture the current concern is that food price 

volatility may have increased over recent years and may increase further in the future.  

 

Moschini& Hennessy (2011) argued that despite the inherent risks in agricultural production 

producers in many richer nations may in principle cope with these risks and the resulting food 
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price volatility through a rangeof different mechanisms such as forward and futuresmarkets 

and crop insurance. While these arrangementsdo little to reduce price volatility, they do allow 

producers to cope more effectively with this volatility. As such, food price volatility can bring 

some short-term uncertainty, but in aggregate terms, the welfare impactfor producers in richer 

nations is relatively minor. 

 

In the same manner, students of Timbuktu University Teams in Ghanaand Cambodia also 

undertook a similar studyand derived similar findings in terms ofhousehold coping 

mechanisms.In Ghana, for example, households haveadopted quite a number of strategies 

incoping with changing economic trends asreflected in their food preparation patterns.In one 

area, the most significant change hasbeen the fact that household members atless of what they 

normally used to eat.  

 

The study further showed that 30.% of households are in this category. Other strategies 

adopted byhouseholds in the study area include the skipping of meals, combining of certain 

meals in one eating time, parents eating lessas a result of cuts in quantities so that their 

children could have more food, mixing of varieties, and shifting from perfumed rice to local 

rice, among others. 

 

On the other hand in Cambodia the mostcommon form of coping strategy is borrowingmoney. 

One out of two household’sborrowed money in order to cope with the increasing prices. 53% 

of the poor tookout loans as compared to 48% of the on-poor. In addition, 4% sold theirlands 

and other assets while 10% actively sought works during the periodcovered. 

 

Kumar and other Bangladesh team leaders conducted a focus group provided a discussion on 

seasonal poverty. According to him, aside from the inter-year fluctuations of the poverty ratio, 

the intra-year fluctuations in head count between peak and slack seasons should also be 

considered important in poverty monitoring. 

 

Another study was conducted by Nyamongo and James (2012), Dr. Mary Nyamongo 

andJames Odour of Kenya provided an overview of the possible mechanism whichhas been 
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under implementation inKenya. According to them, the key livelihood in Kenya is pasturing 

which ishighly dependent on the agricultural climate. Pastoral livelihoods also depend 

onlivestock supply and quality, havepoorly integrated markets, and are situated farfrom the 

market. Among households inKenya, too, market purchases account roughly 65 percent of 

their food needs. Giventhe characteristics of pastoral livelihoods, the food crisis therefore had 

a major impact on pastoralists. 

 

The study by Dr. SudarnoSumarto of the SMERU Research Institute provided an overview of 

the unconditional cash transfer (UCT) program launched inIndonesia. According to him, to 

help thepoor and vulnerable groups cope with thenegative effects of the rice price shocks due 

tothe government-initiated increase in thedomestic retail price of oil in 2005 and 2008, the 

UCT was introduced.  

 

According to Jayne et al’s (2009) research paper, government intervention contributes 

potentially to the staple food prices variability particularly in maize market. These 

interventions are maize export bans as what is the case in recent years in Tanzania, 

unexpected changes on import tariffs and government importation and sell to selected buyers. 

Once there are changes in at least one of these mentioned interventions, it is likely that 

changes will be shifted into prices resulting to its variability   

 

Laroque (2012) conducted a study on stock holding as a way of controlling rice price 

volatility.The study revealed that stockholding is more effective in reducing the extent of 

price falls in the event of positive supply shocks (abundant harvests) than in reducing the 

extent of price rises in the event of shortfalls since destocking depends on the existence of a 

carryover from previous years the study further argued that stockholding therefore reduces 

volatility but also gives a positive skew to the price distribution. 

 

CHAPTER THREE 

3.0RESERCH METHODOLOGY 
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3.1 Introduction 

This chapter describes the research design that was adopted by the study, survey population of 

the study, methods and instruments that were used to select, collect and analyse the data. 

3.2. Research Design 

Research design refers to overall conceptual structure within which research was conducted. It 

is a blueprint for the collection of data, measurement of data and analysis of data aiming at 

combining release to the research purpose (Kothari 1990). Therefore case study was a 

prominent in conducting this study. The study used a qualitative research technique that was 

administered to rice traders and consumers, due to the reason that they have more information 

and experience on price fluctuation, thus they can be a good source of information required. 

The descriptive and inferential techniques were used by this study to analyze the data. 

3.3Area of Study 

Ifakara town is a small rural town in kilombero district at Morogoro region, south central 

Tanzania. It is headquarter of the Kilombero district administration and the main trading 

center for Kilombero and Ulanga districts. The town is located near theTanzania-Zambia 

railway (TAZARA) line, at the edge of the Kilombero Valley, a vast swampland flooded by 

the mighty Kilombero River 

3.4 Study Population 

Population is the collection of all elements to be studied and about which one tries to draw 

conclusions (Levis and Rubin 2002). It is defined as the permanent aggregation of individuals 

of the same kind which occur in a particular area at a particular time. Their ranking is lower 

than the species. The species has many populations. The population is described by time, 

space, number and kind. The population is not static. It keeps on changing with the passing 

time. So, time is the most important and crucial parameter which describes the population. 

The total number of individuals and their types play a crucial role in describing the 

population. The total number of individuals in the population makes a population size. It 

includes both the male and female sexes. The space denotes the area of the region where 

population resides. It is mentioned as the double dimensions for the land organisms. It is 

described as a three dimensional in the aquatic organisms. 
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The study had 20 respondents who are traders of rice from DaresSalaam and Morogoro but 

more particularly the ones who work at Morogoro town market for the case of Morogoro and 

Kariakoo market in case of Dar es Salaam. Since are the ones who are the targets of the study. 

 

3.5  Unit of Analysis 

The unit of analysis is those things we examine in order to create summary descriptions of all 

such units and to explain differences among them is the major entity that one analyzes in the 

study. (Karl2010). 

 

The unit of analysis involved the individual rice trader of the two mentioned markets. Hence 

the researcher basically looked at trader’s reaction on effect of rice price volatility. 

3.6Sampling methods 

Methods that used to select sample are simple random sampling and purposive sampling 

methods. The sample of the study was selected randomly from the groups of traders who are 

involved in rice trade in these two regions particularly those who transport rice from Ifakara to 

different markets in Dar-es-Salaam. 

 

Purposive sampling was employed for the selection of 20 rice whole sellers who are 

recognized by the market administrations, and thus a list of all rice whole sellers was provided 

so as the researcher could pick a total of 20 out of the list; 10 whole sellers from Kariakooand 

another 10 from Mawenzi Market of Morogoro region. 

 

 

 

Purposive sampling was employed when selecting the list of rice farmers owning the land size 

of farm of more than 10 kilometers as they fall within a category of farmers who practice rice 

farming solely for business and thus are expected to have enough of the experience 

concerning rice price volatility. 
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3.7Sample size 

A total of 110 traders who transport rice from Morogoro (Ifakara) to Dar esSalaam city were 

beingapproachedin order to get data which was later used to estimate rice prices in both good 

and bad seasons. In addition, this data was used to estimate average prices of buying and 

selling rice for both traders and farmers. 

3.8 Data collection methods and instruments 

The study employed primary and secondary methods in the collection of data while using 

instruments like documentary reviews, interviews and observations. They were affected 

through the use of research instruments such us interview questions, observations, 

documentary review schedules and rating scales. 

These data collection methods were deployed as follows. 

3.8.1 Interview 

An interview is a conversation between two people (the interviewer and the interviewee) 

where questions are asked by the interviewer to obtain information from interviewee. The 

interviews can be of different types i.e. informal, conversationalinterviews  no predetermined 

questions are asked, in order to remain as open and adaptable as possible to the interviewee’s 

nature and priorities; during the interview the interviewer followed the flow. General 

interview guide approach-intended to ensure that the same general areas of information are 

collected from each interviewee; this provides more focus than conversational approach, but 

still allows a degree of freedom and adaptability in getting the information from the 

interviewee.(Rajendar Kumar 2008) 

 

Standardized open ended interviews the same open ended questions are asked to all 

interviewees; this approach facilitates faster interviews that can be more easily analyzed and 

compared. A closed, fixed response interview all interviewees are asked the same questions 

and asked to choose answers from among the same set of alternatives. This format is useful 

for those not practiced in interviewing.  (Rajendar Kumar 2008)  
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3.8.2 Observation 

Non-participating observations used during data collection. Cohen et al (2000) recommends 

the use of observation during data collection because it gives an opportunity to gather live 

data from live situations. Before observations, observation schedules are as instruments in 

identifying the type of working tools used by traders in their business. The researcher visited 

two market places namely Kariakoo and Morogoro main market. Also the researcher used 

observation schedules, interview schedules and check list as a data collection instrument. 

Instruments 

3.8.3 Questionnaire 

This involved a series of questions that were prepared by the researcher and were distributed 

to the respondents so as to provide answers. The researcher used open ended questions so that 

the respondents were free to provide relevant information in detail. Also close ended 

questions were used so that it was easy to code and analyze the respondent’s answers as well 

as to save time and monetary resources. 

3.8.4 Rating scale 

This was a recording form used for measuring an individual’s attitudes, aspiration, opinion, 

knowledge and other psychological and behavioral characteristics over the rice price 

volatility. The researcher used a likert scale to get information from the respondents, 3.8.5 

Documentary analysis 

A documentary analysis method involves the reading of documents specifically topics which 

relateto this study. During the study this techniques were used to collect quantifiable data and 

documentary instrument was designed to ensure that all documents to be reviewed 

systematically. 

 

3.8.6 Data analysis 

Collected data was systematically analyzed. This is because data analysis is an important step 

toward getting the solution of the problem understudy. Furthermore more data analysis is 
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systematic involving working with the data, organizing and dividing them into small 

manageable group. Data analysis results into the synthesis of data in order to discover what is 

important and what has been learned so as to decide what information is or is not patient 

(Guba and Linkoln 1994) 

 

Qualitative data analysis methods were used to ensure all variables understudy were covered. 

Qualitative data was collected from individual responses from different respondentswho 

purposefully sorted and categorized based on the research objectives. Data was sorted and 

compared in order to obtain data from similar variables; this process resulted into reduction of 

large amounts of data collected into small group which became easy to be managed during 

analysis. Miles and Huberman (1996) explains the importance of data reduction which 

embodies analysis of elements because it sharpens, focuses, sort out, discards and organizes 

them in a way that the final conclusion can easily be drawn. 
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CHAPTER FOUR 

 

PRESENTATION, ANALYSIS AND DISCUSION OF THE 

FINDINGS 

 

4.0 Introduction 

This chapter intends to bring the presentation; analysis and discussion of the findings 

from the research on the“Effect of rice price volatility”of rice traders between Dar 

es Salaam city and Morogoro region. 

4.1 Presentation of the Study Findings 

The summary of the data on the research specific objectives which stated, to examine 

the causes of rice prices volatility, to find out the effect of rice price volatility to both 

traders and end user consumers, to suggest the possible mechanism to succumb the 

situation revealed the following findings. 

 

4.1.1 Presentation of Findings on Respondents Profile 

This section aims at discussing the respondents' profile to enable the researcher establish the 

extent of judgment one might have in the area of the study. Among the researched 

respondents' characteristic include age, level of education and occupation or position. 

 

4.1.2 Presentation of Findings on Respondents Demographic Profile 

The results in table 4.1 below authenticate that 38(34.5%) of the respondents were male 

while72 (65.5%) were female. The chi square test from the cross tabulation table shows that 

Pearson value stands at 2.0 with degree of freedom 2 and significance level 0.364. The P-

value is 2.0> 0.05.This means there is a relationship between sex and effect of the rice price 

volatility, however although women as end users were the ones highly affected compared to 

men, as most of them were in business but were also single mothers who had responsibilities 

to nurture families. 
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Age of the respondent involved 110 respondents whereby 27 end users aging 25-35 and 24 

respondents (consumers) aging 35-45appeared to be the most negative affected age group 

unlike the end users at age 45+. The finding also shows that traders at 35-45 and above were 

also affected with the price of rice change however this could be in a positive manner or 

negative manner. This particular age group experience the effect of rice price volatility as 

most of them had engaged in business. 

 

Age of respondents shows that most of the respondents involved were between 35-45 years 

old. This particular age group represents the age group of an effective working class people 

who are energetic but with more responsibilities and therefore they know the effect of a price 

rise to rice production. These findings helped the researcher to get the real picture on the 

effect of rice price volatility. See Table 4.1 

 

The chi square value ((P-Value) for age of the respondents reads at 23.5 with degree (df) 4 

and significance level 0.000 means that there is absolute significance relation  between age of 

the respondent and effect of rice price volatility as it does affect both end users and traders. 

 

The level of the respondents showed that the majority are secondary school level end users 

who were affected more than primary education end users. This entails that a good number of 

respondents involved in this study are well educated and hence knowledgeable in most of the 

concepts which were asked. This has also been a reason for using questionnaire as a major 

tool for data collection in our study. 

 

Duration in business is very important in determining the effects of rice price volatility. This 

study involved 28(25.5%)   have worked for less than one year, 27(24.5%) have been in the 

business for 2- 4 year, 55(50.0%) have been in the industry for more than 6 years. This reveals 

that a majority of respondents have been in the business enough to know the working 

conditions and environment   hence they are able to provide valid and reliable answers 

 

The demographic characteristic results in table 4.1 indicate that more than 50% of the 

respondents had attained at least secondary level education. This entails that a good number of 
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respondents involved in this study are well educated and hence knowledgeable on most of the 

concepts which were asked. This has also being a reason for using questionnaire as a major 

tool for data collection in our study. 

Table 4.1 Demographic Respondent 

   Sex Total 

  Male Female 

Effect of Price 

Volatility 

The end users 

(Consumers) 

19 42 61 

The traders (business 

people) 

11 22 33 

Both  end users and 

traders 

8 8 16 

Total 38 72 110 

  Age of Respondent Total 

  25-35 35-45 Above 

45 

 Effect 

of 

price 

volatili

ty 

The end users 

(Consumers) 

27 24 10 61 

The traders (Business 

People) 

2 20 11 33 

Both  end users and 

traders 

8 1 7 16 

Total 37 45 28 110 

Source׃Researcher, July (2013) 

4.1.2 Causes of Rice Prices Volatility 

The first objective aimed at examining the causes of rice prices volatility revealed the 

followings׃ 
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4.1.3Consumer’s Knowledge on Rice Price Volatility 

Knowledge on rice price volatility is very important in assessing and determining its 

effect to both end users and the business men and women. The finding on the research 

question which asked “Are you aware of the  Rice price volatility?” involved 110 

business men whereby it was revealed that all 81 (90%) respondents  were aware 

while 19 (10.0%) of the respondents agreed to some extent. 

 

The findings signify that the information provided hereafteris notonly valid but this 

knowledge on price volatility would be of a great help in reaching the right and logical 

conclusion of the study. But also it is clear that most of the citizens are aware of the 

effect they get from increase or decrease in the rice price. See Figure 4.1 

 

Figure 4.1 Knowledge on Rice Price Volatility 

 

Source׃Rresearcher, July  (2013) 
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4.1.4 Price Changes Experiences 

Price change experiences encountered by respondents would add to the knowledge of 

the effect of rice price given by the respondents. The finding on the research question 

which asked “Ever since you started the business you are doing now, how many times 

you have experienced the price changing?” involved 110 respondents where 27 

(24.5%) of the respondent agreed that they have experiencedprice fluctuation twice 

ever since they started business while 83 (75.5%) of the total respondentsstrongly 

agreed that they have experienced prices changes more than three times. 

 

The Pearson value (P-Value) for price changes is 15.0, the degree of freedom (df) 2 

and asymptotic significance two sided 0.000. The P-Value 15.0>0.05 which means 

there is a direct link between the effect end users get and the frequency in change of 

rice price.However the significance level of 0.000 shows that there is an absolute 

impact in change of prices to the end user and thus the effect and frequency of rice 

price change are not independences  

 

The findings signify that most of the respondents haveexperienced a change of prices 

and therefore have a lot of experience due to high volatility. The findings also signify 

that the price change has not been managed regardless of its effects to both end users 

and farmers as it seem to keep recurring. 

 

The findings are supported by the study of Minot (2011) as cited in the literature 

review that thefrequency or higher volatility means that a security's value can 

potentially be spread out over a larger range of values. This means that the price of 

security can change dramatically over a short time period in either direction. See 

Figure 4.2  
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Figure 4.2 Price Changes Experiences 

 

 

Source׃Researcher, July (2013) 

 

4.1.5 Reasons for the Rice Price Volatility 

There were several reasons mentioned by respondents responding to the research 

question which asked “In your own opinions what do you think are the reasons for the 

price fluctuation? “Whereby it was revealed that 11(10.0%) respondents said there is  

ahigh volume of rice being exported to the neighboring countries. The exportation of 

food is associated with price volatility since the internal market would run short of the 

products. When the supply is low the demand increase which in turn increases the 

price. These findings signify that the exportation of rice is one of the factors for price 

volatility. These findings are supported by the study of Naylor (2010) as cited in 

literature review that one among the factors contributing to price volatility of staple 

food such as rice is exportation. 

 

 8 (7.3%) of the respondents said the increase in the rice prices is associated with the 

frequent increase in oil prices as well as poor infrastructure. This means that the 
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statement of one respondent who argued that “I think transport is the main cause of 

price increase, because when the oil price increase, the drivers increase the 

transportation cost and that leave us with no choice than to increase the price of rice”  

(Field work 2013) 

 

24(21.9%) of the respondents said during high rainfall the prices goes down since the 

production goes high. The findings show that the issue of climate is also another factor 

for price volatility. The findings are supported by the statement of one respondent who 

said that, “the price of rice depends highly on climate since most of the farmers rely 

on the seasonal rainfall, when there is good amount of rainfall the production would 

go high and affect the price. 

 

Agricultural inputs, the study shows that agricultural inputs was another cause of price 

volatility, the argument of respondents was that, the farmers incurs high cost in 

accessing the “agricultural inputs” for better agriculture and therefore they tend to 

increase the rice price so as to meet their initial costs, this can be evidenced by 30 

(27.3%) respondents who argued that the only source for the increase in the rice price 

is the poor and lack of Agriculture infrastructure locally known as “agricultural 

inputs”. The findings signify that means of production is one among the factors for 

price increase.  

 

Low production is also associated with the change in price of rice; however low 

productions is also associated with so many other factors such as climate and lack of 

agricultural inputs. This is supported by the 18 (16.4%) respondents who said the price 

of rice is changing due to low production, 19(17.3%) respondents argued that middle 

men contribute a lot to rice price increase. 

 

 It has been revealed from the study that causes of this price spike are complex and due 

to a combination of mutually reinforcing factors, including doughtiness’ due to a change 

in producing regions, low stocks for rice, increased feedstock use in the production of 

biofuels, rapidly rising oil prices and a continuing devaluation of the US dollar; the 
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currency in which indicator prices for these commodities are typically quoted. This 

turmoil in commodity markets has occurred against the backdrop of an unsettled global 

economy, which in turn appears to have contributed to a substantial increase in 

speculative interest in agricultural futures markets.The production shortfall, relative to 

trend, would in itself have been enough to send prices higher, although under ‗normal’ 

conditions stocks would have buffered the market and dampened the price rise. 

 

The findings are in line with the study by US Department of Agriculture (2012) 

thatenergy prices and biofuel oil prices have experienced record highs in the last five 

years due to the high demand of fuel in several aspects of the agricultural production 

process, including fertilization, processing, and transportation and is an important 

factor in agricultural output and product price.  

They are also supported by the findings of Naylor and Falcon (2010) as cited in the 

literature review that changes on population, fluctuation of petroleum prices, 

speculation and stockholding and changes on exchange rates are the major causes of 

staple food price variation rice inclusively. Figure 4.3 

Figure 4.3 Reasons for Rice Price Volatility 

 

Source׃Researcher 2013 
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4.2 Effects of Price Volatility 

Under the second objective which intends to find out the effects of price volatility 

reveal that׃ 

4.2.1 Victim of Rice Price Volatility 

The research findings on research question which asked“Who are the most victim of 

rice price volatility “revealed that 61(55.5%) of the respondent strongly agreed that 

the end user (consumers) were the most victims of the price rise, 33(30.0%) 

respondents agreed to some extent thattraders were the victim and lastly 16 (14%) 

respondents agreed that both end user and traders were the victims of the oil price rise. 

 

The findings signify that all people are being affected by increases in oil prices in one 

way or another, however, the end user (consumers) are the most affected by oil price 

increases. 

 

These finding are in line with the study of Lester (2010) as cited in the literature 

review that according to the World Bank higher oil prices have the greatest impact in 

developing countries. For the planet's poorest two billion people, who spend 50 to 70 

percent of their income on food, these soaring prices may mean going from two meals 

a day to one. 

 

The finding are also in line with the study of Castery (2012) that high prices also mean 

that monetary pledges for food aid buy less than before. 

 

 The UNWFP states that every 10 percent increase in food prices necessitates 

an additional $200 million to buy the same amount of food for the end users and 

consumers.  In 2010, the UNWFP bought 25 percent less food with the same amount 

of money than the year before. See Figure 4.4 

 

 

http://www.foreignpolicy.com/articles/2011/04/25/the_new_geopolitics_of_food?print=yes&hidecomments=yes&page=full
http://www.foreignpolicy.com/articles/2011/04/25/the_new_geopolitics_of_food?print=yes&hidecomments=yes&page=full
https://www.wfp.org/aid-professionals/podcast/what-rising-food-prices-mean-fight-against-hunger
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Figure 4.4 Victim of Rice Price Volatility 

 

 

Source׃Researcher July (2013) 

 

4.2.2 Reasons for the Victims 

The finding on the research question which asked “In any of the answer above, 

explain how and why?” involved 110 respondents where by majority 58 (52.8%) of 

the respondents strongly agreed that after the rice price has increased most of the 

customers fail to buy rice in other words the rice eating schedule decreases, 26 

(23.6%) of the total respondents to some extent agreed that price hikes; lead to 

thedeterioration of price quality as rice would stay in the market for a long time 

without being purchased. It also contributes to increase in life expenses,26(23.7%) 

agreed that most victim are affected by high price. 

 

The chi square value from the chi-square test reads 1.1 with degree of freedom 16 and 

the asymptotic significance level reads at 0.000.Therefore it can be said that since the 

P-Value 1.1 > 0.05 this is suggestive and conclusive that the reasons for rice price 

volatility and effect caused by price hike are independences and the two sides 

asymptotic of 0.000 shows that there is an absolute link between the effect and the 

causes of price hike. 
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The findings means that the victims are both end users as well as consumersand they 

are all affected through different way including purchasing capacity, quality of the 

products decrease, increase in the life cost and so many others. The findings are 

supported by the findings of Lester (2012) as cited in the literature review that a price 

increase leads to an  increase in hunger pointing out that three food price shocks 

(2008, 2010, 2012) in five years have increased the number of chronically hungry 

people and jeopardized efforts to reduce global hunger.  

The finding are also in line with the study by Bellemare (2012) that high prices also 

mean that monetary pledges for food aid buy less than before. See Figure4.5 

 

Figure 4.5 Reasons for the Victims 

 

Source׃Researcher July (2013) 
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business man?” involved 110 respondents who strongly agreed that all business men 

are affected by the price whether increase or decrease. 

 

The cross tabulation table shows that the P-Value is 38.2, degree of freedom 4 and the 

asymptotic significance two sided is 0.000. The P-Value, 38.2 > 0.05, therefore it can 

concluded that the since the significance value is less than 0.05 therefore the 

relationship observed in the cross tabulation is real and not due to chances, and this is 

also supported by the figure in the likely hood ratio which is 49.3 with difference of 4 

and asymptotic significance level of 0.000. 

 

The findings are evidenced inTable 4.2 where it was revealed that more than 30% of 

the business men and women were victims of price hike.The findings are evidenced by 

the statement of one of the business man who said “I think we are the most affected 

group alongside with consumers as we are affected in all weather that is when the 

price increase or decrease, when the price increase we incur cost, loss as 

customerswon’t purchase the product and eventually the product lose its quality and 

when the second season comes the rice would be as poor as spoiled”. See Table4.2 

 

Table 4.2 Effect of Rice Price Change 
  

Decrease in 

Sales, 

To 

incur 

cost 

Decrease 

in daily 

sales 

Effect of 

Price 

Volatility 

The Traders 

(Business People) 

0 11 22 

 
Both  End users and 

traders 

0 0 16 

Total 
 

17 39 54 

Source׃Researcher, July (2013) 
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4.2.4 The Effect on Business Men 

For the purpose of the comparison the researcher decided to find out what were the 

effects that business men were incurred. The findings aimed at answering the research 

question which asked  “If the answer above is Yes what effect does it have to you?” 

involved 110 respondents where by most of the respondents 71(64.6%) argued that 

increase or decrease in the rice price volatility leads to decrease in daily sales while 39 

(35.5%) said that the business men incur cost. 

 

The finding are in line with the finding of the research question which asked “Is 

changes in the rice price of any effect to you as the business man?” where it was 

revealed that all the business men were the victims of rice price hike or decrease, but 

also is supported by finding in figure 4.8 which aimed at answering the research 

question which asked “If the answer above is Yes then, provide Data in Sales decrease 

in terms of Kg’s” whereby it was revealed that more than 50 business men incurred 

decrease in sales per day at any average of 3-4 Kilos of rice. See Figure 4.6 

 

Figure 4.6 Effects on Business Men 

 

Source׃Researcher, July (2013) 
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4.2.5 Effect of Rice Price Change to End Users 

Likewise in terms of the effects on end users the findings involved 110 respondents 

where by 83 (75.5%) of the respondents said they could not afford to buy rice after the 

price has increased while 27 (24.5%) of the respondents said the increase in the cost of 

the business lead to increase in cost of life.  

 

The findings shows that price volatility affects mostly the low income consumers 

while the rich and well paid consumers were minutelyaffected. When food prices rise 

sharply, families cope by pulling their kids out of school and eating cheaper, less 

nutritious food, which can have catastrophic life-long effects on the social, physical, and 

mental well-being of millions of young people. 

 

This is evidenced by arespondent’sresponse which argued that “they can hardly buy 

and eat rice as usual during rice price increase which according to the researcher it has 

been occurring at every year”. The findings are further evidenced by the statement of 

one of the respondents who was responding to the research question which asked 

“From your own experience what are the effect of changing the rice price to end 

users?” whereby she said “for me to be able to buy rice during rice price hike i would 

be forced to let go off another thing completely since it rice price increase just like any 

other food product affect the life of the poor completely” See Table 4.4. 

 

The cross tabulation table of the above findings shows that the P-Value is 17.7 with 

degree of freedom (df) of 2 and asymptotic two sided significance value of 0.000, 

since the Pearson Value is 17.7 > 0.05 therefore it can concluded that the relation 

observed in the cross-tabulation is real and not due to chances that most of end users 

are affected by the price increase. 
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Table 4.3Effect of Rice Price Change to End Users 

  Effect of Rice Price Change 

to End Users 

Total 

  Cannot afford 

to buy rice, 

Failure of 

getting Rice, 

It makes the 

cost of Living 

high 

Effect of 

Price 

Volatility 

The End users 

(Consumers) 

42 19 61 

The Traders 

(Business People) 

33 0 33 

Both  End users 

and traders 

8 8 16 

Total 83 27 110 

Source׃Researcher, July (2013) 

4.2.6 Sales Decrease. 

The findings on the research question which asked “as a business man have you ever 

experienced the decrease in the average sales per day when the price high?” revealed 

that (100.0%) of the respondents had experienced an average decrease in their daily 

sales.  

 

These findings signify that the price rice increase affect all the business men 

regardless of the location, capital or size of the business. The findings are supported 

by the findings in figure 4.7, where it was revealed that one effect in the price increase 

to the businessmen is a decrease in daily sales. See figure 4.7 

 

 

 

 



43 

 

 

Figure 4.7 Decreases in Sales 

 

Source׃researcher, July (2013) 

4.2.7 Sales Decreases 

Decrease in sales is one among the anticipated effect of price rice effect of all the food 

products. The findings on the research question which asked“If the answer above is 

Yes then, provide Data in Sales decrease in terms of Kg’s?”Revealed that 110 

(100.0%) of the respondents said the average sales decreased to 4 kgs during price 

hike. See Figure 4.9  

Figure 4.8 Sales Decrease 
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Source׃Researcher (2013) 

4.2.8 Experience on the Increase on Average Sales 

Experience on increase on average sales was best for analysis purposes. The findings 

on the research question which asked “As a business man have you ever experienced 

an increase in the average sales per day as a result of rice price decrease?” involved 

110 respondents whereby all respondents argued that there is the direct relationship 

between decrease in the rice price sales and increase in the average daily sales.  

 

The findings reveal that price is the biggest determinant of sales as well as provision 

of the product rice. The findings are evidenced by the statement of the respondent who 

argued that “during price decrease it’s a blessing to both rich and the poor and for 

these small traders it is their time to reap and save for the future as all of the categories 

of people are capable of buying bulk of rice at once following the decrease in price”  

 

Therefore, in spite of having several other factors which determine the increase of the 

sales price should be considered first and foremost the most important factor.  See 

figure 4.9. 

 

Figure 4.9Experiences on the Increase on Average Sales 

 

Source׃Researcher July (2013) 
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4.2.9 Sales Increase Data 

For the purpose of comparison the researcher conducted another study to see the 

extent of sales increase during price decrease. The finding aimed at responding to the 

research question which asked “If the answer above is Yes, Provide Data in Kg’s?” 

The study involved 110 respondents where by 49 (44.5%) of the respondents said 

during decrease in the price of rice the average sales go as high as3 Kg per day while a 

majority of respondents 61(55.5%) said that during decrease in rice price average sales 

per day stand from 3Kg and above. 

 

The chi square tests for the Sales increase data from the Cross Tabulation Table shows 

that  The P-Value is 37.4 and df of 2 and asymptotic significance two sided of 0.000.  

 

Since the P-Value 37.4 > 0.05 implies that there is a strong relation between increase 

in price and sales.  Although it should not conclude that only price change contribute 

to change in sales other factors can be factored in such improvement in social 

economic status of the people. 

 

The findings are evidenced by the statement of one customer during interview 

question which asked “Which is the right period for you to buy bulk goods for the 

family purposes said that? Said that “I only go for general shopping which would 

sustain me till next season when the product goes down as the price are affordable and 

reasonable for all people regardless of financial status” 

 

The finding signifies that still price is the biggest controller of sell and production but 

also is the main source of effects. See Figure 4.10 
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Figure 4.10 Increase in Average day Sales 

 

Source׃Researcher, July (2013) 

Cross Tabulation Table for Reasons and Effects 

For the purpose of analysis the researcher decided to conducted prepare the cross 

tabulation table and its chi square analysis for reasons for the rice price volatility vs. 

effects of price volatility of the most victims of the rice price change.  

 

The cross tabulation shows rice exportation as one among the mentioned factorsthat 

affected the traders while, on the side of tax increase, high oil and poor infrastructure 

seem to have more impact to both end users and traders. High production costs seem 

to have bigger impact on the end users as the producers and traders would 

compensate to price of rice. 

 

It is also seen that during high rainfall the production increases and the end users 

(consumers) are benefited more than traders, as they would all be able to purchase 

the product. Increase in oil price seems to have a much bigger effect to all the end 

users and traders. Middle men as business negotiators have been seen to have 

negative impact mostly affecting the end users is due to none other reason than 

increase in rice price.Poor infrastructuremainly affect the end users as the price 

would shoot up following transportation cost hikes and lastly low production also 

shows that the end users are still the main victim. 
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The finding from cross tabulations shows that the end users (consumers) are the ones 

highly affected by any alteration of other factors unlike the government and 

Traders/businessmen. 

Either increase in the oil prices, poor transport services, pooragricultural inputs were 

the main reason for the rice price fluctuation as they both work correspondingly to 

one another attributing to increase in price of rice. See Table 4.3  

Table 4.3 Cross Tabulation for Rice Price and Effect of Price 

Reasons for The Rice Price Volatility * q9 Effect of Price Volatility Cross 

tabulation 

 Effect of Price Volatility Total 

  The End 

users 

(Consumers) 

The 

Traders 

(Busine

ss 

People) 

Both  

End 

users 

and 

traders 

 

 Reasons 

for The 

Rice 

Price 

Volatility 

Exportation of the rice, 1 10 0 11 

Frequent increase in taxes, 

Increase in oil price, 

poorinfrastructure 

1 0 7 8 

High production lead to 

decrease in rice price, 

17 0 0 17 

High rainfall lead to high 

production 

7 0 0 7 

Increase in the oil prices, 

poor transport services, 

pooragricultural inputs 

11 12 7 30 

Poor infrastructure, 

Increase in tax 

7 0 1 8 

Total 61 33 16 110 

Source Researcher (2013) 
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The Chi-Square Test for the above findings shows that P-Value (Pearson Chi-

Square) is 1.127 > 0.05 therefore reasons for price rise and effects for price rice are 

independences. See Table 4.4 

Table 4.4 Chi square  

Chi-Square Tests 

 Value Df Asym Sig. (2-sided) 

Pearson Chi-

Square 

1.127E2a 16 .000 

Likelihood Ratio 116.486 16 .000 

N of Valid Cases 110   

a. 20 cells (74.1%) have expected count less than 5. The minimum 

expected count is 1.02. 

Source Researcher (2013) 

4.3 Mechanism to reduce the situation 

Objective number three intends tosuggest the possible mechanism to succumb the 

situation, and therefore the findings were as follows; 

4.3.1 Farmers solution to rice price volatility 

Following several effects mentioned in objective number two in part 4.1.3 the 

researcher decided to find out their solutions. The findings on the research question 

which asked “From your own experience in rice business suggest the possible ways 

which farmers can use in reducing price of farmers” revealed that 8 (7.3%) respondents 

said that the government should reconsider agriculturalist empowerment incentives and 

support provided by the government should reach the targeted agriculturalists and on 

time, 31 (28.2%) of the respondents argued that the government should ensure market 

availability to the famers as that would help the farmers to sell on time their product to 

traders who will also sell on time , but also reducing the cost of  agricultural inputs, 29 

(26.4%) of the respondent said that the government should enable farmers and lastly 42 

(38.2%) of the total respondents said the government should ensure that all of its 

supports Agricultural inputs” reaches that farmers on time as that would help them 

produce in due time and save the country from ordering from outside the country. 
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The Chi square test on solution by famers shows that the Pearson-value reads at 56.6, 

degree of freedom (df) 6 and asymptotic significance two sided read at 0.000. Therefore 

since the chi-square value 56.6 is > than 0.05 so it is safe to say that the solutions 

provided by farmers fit the problem raised by the study, these analysis are supported by 

74.4 likely hood ratio of fit.  

 

The finding also signifies that farmer’s opinions have only focused on the areas of 

production only without considering other factors such as climate, infrastructure, and oil 

price increase. Their opinions suggest that there would high production provided other 

factors remain constant. Also Following the recent food price crisis, there have been 

numerous proposals from economist and researchers, put forward to prevent such an 

event from occurring in the future. The proposed plans address a range of ideas for 

improvement, including physical reserves at different levels, virtual reserves, 

improvements in information and coordination, trade facilitation, and others. In terms of 

storage, emergency reserves for food aid, internationally coordinated public grain 

reserves, and national and regional stocks have been proposed. Some combination of 

reserves will likely be necessary, but three key challenges arise with maintaining these 

types of strategic reserves that will need to be addressed: the determination of optimum 

stock levels, the level of costs and losses associated with these reserves, and the 

uncertainties that strategic reserves can bring out in the market place. Not only is the 

process of determining optimum stock levels politically loaded, but reserves are also 

highly dependent on transparent and accountable governance. In addition, predicting 

supply, demand, and potential market shortfalls can be extremely difficult. In terms of 

costs, physical reserves are expensive and must be rotated regularly. 

 

The findings are in line with the study byJayne et al (2009) as cited in literature review 

that government intervention should contribute potentially to the staple food prices 

variability particularly in the maize market. Among the interventions mentioned are 

maize export bans as what is the case in recent years in Tanzania.Unexpected changes 

on import tariffs and government importation and selling to selected buyers would also 
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be appropriate intervention,Once there are changes in at least one of these mentioned 

interventions, it is likely that changes to be shifted into prices resulting to its variability. 

See Table 4.5 

Table 4.5 Farmers solutions to rice price volatility 

Farmers Solution to Rice Price Volatility Frequency Percent 

Agriculturalist empowerment, agriculture 

infrastructure should reach the targeted. 

8 7.3 

 

Ensure Market availability; Reduce the cost of 

Agricultural inputs. 

31 28.2 

The government should enable farmers 29 26.4 

Timely delivery of Agricultural inputs to 

Farmers 

42 38.2 

Total 110 100.0 

Source׃Researcher, July (2013) 

4.3.2 TradersMechanism in Reducing Rice Price Volatility 

The finding on the research question which asked “Suggest the possible mechanism 

which traders employ in reducing the rice price volatility?” caught up 110 respondent 

where by 37(33.6%) of the respondent said the Government should reconsider 

reducing Tax for the product purchased from the famers as well as from in the 

business centers and market place, 73 (66.3%) of the respondent said the government 

should control  oil prices and improve infrastructure as these two work together to 

increase rice prices. 

 

These findings are evidenced by the statement of one respondents who argued that “If 

the government does not work seriously on the infrastructure and reconsider 

controlling the oil price no matter the level of production yet the cost of rice would 

still hike as these two factors interfere transportation sector and therefore the traders 

incurs high cost in reaching the product to the market and eventually set high price so 

as to compensate the transportation cost.” See Table 4.6 
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Table 4.6Traders Mechanism in Reducing Rice Price Volatility 

 

Traders Mechanism in Reducing Rice Price 

Volatility 

Frequency Percent 

Tax Reduction 37 33.6 

Control Oil Prices and Improve Infrastructure. 73 66.3 

Total 110 100.0 

Source׃Researcher (2013) 

Table 4.7 Cross Tabulation for Traders and Farmers Solution 

For the purpose of comparison the researcher perceived it proper to prepare the cross 

tabulation for traders and farmers solution on reducing rice price revealed that one 

among the mechanism to rice price volatility suggested by farmers was that there 

should be agriculturalist empowerment in terms of fund and incentives as well as to 

improve the infrastructures but also most of traders said when farmers are empowered 

there would be low production cost, it was also suggested by famers that the 

government should ensure there is the Market for the rice product produced by 

farmers while the traders said for the country should reduce the cost of agricultural 

inputs to farmers. 

 

Farmers suggested that there should be a timely delivery of agricultural inputs to the 

farmers while the traders said the timely delivery of Agricultural inputs would be 

facilitated by low tax and low oil price while most of the farmers said when the 

agricultural inputs are timely delivered there would be high production which 

eventually would force the employee to reduce the price of rice. 

 

Lastly the famers suggested that the government should enable farmers in producing 

more and this was supported by most of the traders that by farmer’s empowerment 

there would be low production cost. See Table 4.7 
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Table 4.7 Cross tabulation for traders and farmers solution 

Farmers Solution to Rice Price Volatility * Traders Mechanism in Reducing 

Rice Price Volatility Cross Tabulation 

 Traders Mechanism in Reducing Rice Price Volatility Tota

l 

  Reducing 

Tax, To 

reduce Oil  

Traders 

reduces 

price of rice  

Reduce 

productio

n cost 

 

Farmers 

Solution 

to Rice 

Price 

Volatility 

 

Agriculturalist 

empowerment, 

infrastructure 

 

 

1 

 

 

0 

 

 

7 

 

 

8 

Ensure market 

reduce the cost 

of agricultural 

inputs. 

 

20 

 

11 

 

0 

 

31 

Timely delivery 

of agricultural 

inputs 

 

14 

 

26 

 

2 

 

42 

The government 

should enable 

farmers 

 

2 

 

0 

 

27 

 

29 

 

Total 

 

37 

 

37 

 

36 

 

110 

Source ׃Researcher (2013) 

 

The Chi- Square for the findings above revealed that the Pearson Chi- Square Value 

such as (P-Value) is 98.2 with Degree of Freedom (Df) of 6 which means that the P-

Value is greater than 0.05 which is constant value therefore the Findings are 
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independences which also mean that the solution provided by the Farmers and those 

provided by Traders correlates. See Table 4.8 

 

Table 4.8 Chi- Square Tests for Farmers and Traders Solution 

Chi-Square Tests 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-

Square 

98.288a 6 .000 

Likelihood Ratio 112.892 6 .000 

N of Valid Cases 110   

a. 3 cells (25.0%) have expected count less than 5. The minimum 

expected count is 2.62. 

Source ׃Researcher (2013) 

4.3.4 Government Solution 

The government is expected to play an important role in controlling price fluctuation. 

The finding on the research question which asked “On your own opinion suggest the 

possible solutions that the government can employ to control the volatility of food 

prices?” involved 110 respondents where by 16 (14.5%) said Good supervision in 

Rice Farming by providing good agriculture expertise to assist the local farmers but 

also they put in new and modern ways of production so that scarcity of  rice should 

not lead to rice price increase.17 (15.5%) of the total respondent said the government 

should improve its infrastructure as infrastructures relates directly to rice price 

increase,11(10.0%) lower cost of production,17 (15.5%) respondent said Prevent 

importation of rice from outside as that contribute to lowering the price of rice which 

is on sell but also the government should stabilize the cost of oil price and lastly 49 

(44.5%) of the respondent said the government could fight corruption especially in 

ensuring the support provided by Government reaches Farmers in time so as to ensure 

there is good production. 
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The finding above reveal that most of the respondents were aware of the fact that the 

biggest cause of the problem was corruption as infrastructure, and oil price do not 

affect to the extent that corruptions does. This is evidenced by the statement of one 

respondent that “The government has tried and it is still trying to make sure 

agriculture is improving by buying “Agricultural inputs” and other incentives but the 

problem is the support from the government does not reach the target and intended 

people as it is being corrupted and stolen along the way”. See Table 4.9 and Table 

4.10 

 

It has been revealed by the study that before considering interventions to reduce and 

manage domestic price volatility, it must be recognized that some price volatility is an 

inherent characteristic of agricultural commodity markets. In the short term, there is a 

mismatch between timing of supply (which is seasonal) and timing of demand (which 

is much less seasonal).Agricultural commodities must be stored, and storage will not 

be profitable unless prices vary during the course of the year. Over the longer term, if 

the increase in food production is not keeping pace with demand growth, it is 

important that prices increase.  

 

This will provide incentives for farmers to increase supply and for the private sector to 

increase research and development, and will provide signals for the public sector to 

increase spending on public goods that support agricultural production and markets. 

Broadly speaking, interventions to reduce the costs associated with price volatility can 

be divided into two types. First, there are interventions that reduce price volatility, 

such as improving market information. Second, there are interventions that accept 

price volatility as given and attempt to cope with it. These coping mechanisms can be 

either before (ex ante) or after (ex post) the fact. Further, the interventions can occur at 

either the international or the domestic level, and can be implemented by either the 

public or the private sector.  

 

Some interventions fit into more than one of these categories. Use of domestic buffer 

stocks and trade controls, for example, accept international price volatility as given 
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and try to cope with it after the fact. But, at the domestic level, these interventions also 

try to reduce domestic price volatility. 

Table 4.9 Effect and Government Solution Cross Tabulation 

The finding on Effect of Price Volatility and Government Solution in Table 4.10 and 

4.11 revealed that Good supervision in Rice farming would benefit both End users and 

Traders, Improvement of infrastructure would benefit the End users as they would be 

able to get the product in cheap price after they have been transported cheaply to the 

market. Low cost would benefit the traders as they would be able to purchase the 

product at very low cost and sell or distribute it at a low cost to the end users. 

The farmers and Traders both suggested that the government should Prevent 

importation of rice from outside as this would benefit the end users but also it was 

suggested that the government should stabilize the cost of oil price as this would help in 

end users  to access the product more cheaply, and lastly both the end users and the 

traders suggested that the government should deal with corruption in agriculture sector 

and more particularly in provision of Agricultural inputs and the Agricultural inputs 

Should reach the Targeted farmers in time before the season is over. 

Table 4.9 Chi –Square Tests for Government Solution 

Chi-Square Tests 

 Value Df Asymp. Sig. (2-sided) 

Pearson Chi-Square 77.881

a 

8 .000 

Likelihood Ratio 90.673 8 .000 

N of Valid Cases 110   

a. 6 cells (40.0%) have expected count less than 5. The minimum expected count is 

1.60. 

Source׃Researcher (2013)
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Table 4.10 Cross Tabulation for Government Solution and Effect of price 

Volatility 

Government Solution  * Effect of Price Volatility Cross Tabulation 

 Effect of Price Volatility Total 

  The End 

users 

(Consumers

) 

The 

Traders 

(Business 

People) 

Both  

End users 

and 

Traders 

 

Government 

Solution  

Good supervision in 

Rice Farming, 

 

8 

 

0 

 

8 

 

16 

Improve 

Infrastructure 

17 0 0 17 

Lower the cost of 

Production by 

providing the farmers 

with Agricultural 

inputs 

 

0 

 

11 

 

0 

 

11 

Prevent importation 

of rice from outside, 

To stabilize the cost 

of oil price 

 

 

17 

 

 

0 

 

 

0 

 

 

17 

The government 

should deal with 

corruption in 

agriculture sector and 

more particularly in 

provision of 

Agricultural inputs. 

 

 

19 

 

 

22 

 

 

8 

 

 

49 

Total 61 33 16 110 

Source׃Researcher (2013) 
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4.2. Validation of Hypothesis 

The research the Chi square analysis in the testing of the hypothesis whereby the value of P 

was observed across all the findings on specific alternative hypotheses and later one test the 

hypotheses. 

 

1Ha  :High rice price is highly influenced by change in rice price 

The statistics in price changes experiences shows that the P- Value was > (Greater) than the 

required significance level 0.05 and therefore the alternative  hypotheses is accepted and 

therefore rejection of the null hypotheses is a conclusion and thus it can be generally said that 

increase in the price of rice is essentially the main cause of rice volatility. 

 

2Ha׃There are more negative effect to end users caused by rice price hike than positive 

effect. 

The statistics in effect of rice price shows that the p-value is greater than the significance level 

then we say the null hypothesis is rejected at the given level of significance, which is 0.05 

rejection of the null hypothesis is therefore a conclusion. 

It can be generally therefore said that there are more negative effect to the end user caused by 

increase in the rice price than positive effect. 

 

3Ha׃There are solutions to reduce the problem of rice price volatility 

The statistics in solutions to succumb the problem shows that the P-Value is greater than the 

expected significance level (56.6>0.05) and therefore the Null hypothesis is again rejected and 

alternative hypotheses is accepted.  
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.0 Introduction 

This chapter discusses in brief the main findings of the study, linking them to analyze the effect 

of rice price volatility to both traders and end users consumers. It also 

providesrecommendations and suggests areas for further research. 

5.1Summary 

The study was conducted at Ifakara which is a small town in Kilombero district at Morogoro 

region, south central Tanzania. It is the headquarter of the Kilombero district administration 

and the main trading center for Kilombero and Ulanga districts. The town is located near the 

Tanzania-Zambia railway (TAZARA) line, at the edge of the Kilombero Valley, a vast 

swampland flooded by the mighty kilombero river, and the responded were the traders who 

trade between Morogoro and Dar es Salaam. 

 

The specific objectives included in this paper are to examine the causes of rice price volatility, 

to find out the effect caused by price volatility and to elucidate factors thatwill shape future 

price and price volatility. 

A number of respondents were confident with the causes of price volatility in rice could be a 

symptom of a structural problem of low stocks. When supplies get to certain low levels the 

prices become vulnerable to volatility. Boosting production and improving distribution 

systems to increase the supply of food and bring down prices. Food price volatility gets 

addressed naturally as food supplies expand, bringing down prices and encouraging expansion 

of price-stabilizing inventories. The increasing use of food crops to produce biofuels, extreme 

weather events, and an increased volume of trading in commodity futures markets. Also price 

volatility is common in agriculture because of seasonal variations.  

 

When finding the effect of price volatility to the results shows, severe rise in prices pushes the 

already poor consumers deeper into poverty, eating cheaper, less nutritious food, which can 
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have catastrophic life-long effects on the social, physical, and mental well-being of millions of 

young people. On the other hand, high food prices could reduce poverty among farmers (as 

producers) and farm workers in the long term, as they generate additional income. 

 

Timely delivery of agricultural inputs to the farmers while the traders said the timely 

delivery of Agricultural inputs would be facilitated by low tax and low oil price but also 

most of the farmers said when the agricultural inputs are timely delivered there would be 

high production which eventually would force the employee to reduce the price of rice. Also 

the government should enable farmers in producing more and this was supported by most of 

the traders that by farmer’s empowerment there would be low production cost. All this 

seems to be mechanisms of reducing price volatility. 

 

5.2 Conclusion 

It was revealed by most of the respondentsis that farmers and traders were knowledgeable 

enough on issues related to rice price volatility and thus they have experienced the change of 

rice price more than three times.  

 

It was also revealed that there were several reasons responsible for the rice price increase 

where by most of the respondents said an increase in exportation to the neighboring countries 

such as Uganda, Kenya, and Mozambique have contributed much the increase of rice 

price.Apart from that high production costs, increase in oil price, poor infrastructures and 

delay of Agricultural inputs to the targeted people as well  ascorruption in agricultural 

activities were among the factors which contributed to the increase in rice price. 

 

There was several effect of rice price volatility to both traders and end users consumers as 

well as to the government. Among the effects observed were decrease in the quality of the 

product as they will stay for long in the market without purchase, decrease and increase in the 

daily sell regarding the change in the price of rice, traders were incurring more costs as well 

as the government as it was forced to import rice for relief. 
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It was also revealed that there were severalsuggestions by farmers and, traders as the possible 

mechanism to succumb the problem of rice price fluctuation such as timely delivery of 

agricultural inputs to farmers, thegovernment should ensure there is good market for the 

product from farmers, the government should reduce the cost of agricultural inputs and 

ensure, the government should enable farmers with capital to expand and cultivate modern 

agriculture, agriculture infrastructure should reach the targeted farmers and in due time and 

lastly the government should fight corruption as corruption has also acted as an impediment to 

the farmers and traders. 

 

Generally the effect of a price rise seems to have a greater effect to the end users however 

most of these effects are within the government control except the climate factors. However 

the current strategy of the country in implementation of the modern agriculture, commonly 

known as “KilimoHai” is believed to provide a permanent solution to all the above effects 

5.2 Recommendation 

It was suggested that the government should stop importing as the way of supporting the 

local farmers. The argument behind this was the importation of rice affect the price of the 

local farmer’s rice as most of the rice from outside is cheap and of high quality. 

 

It was also recommended that the Government should ensure that the help and support 

aimed for local farmers reaches farmers in due time but also the government should ensure 

that it fight corruption as it affects the rice market especially of the local and small traders 

 

5.3 Areas for Further Studies 

The study has covered only a small population of Kilombero and Dar es Salaam to reach the 

good conclusion therefore the further research can be conducted to coverother parts of the 

country such as Moshi Kilimanjaro, Mbeya and Tanga Region. 

 

Most discussion of climate change in relation to rice markets has rightly focused on possible 

impacts on yields. There has been very little discussion of the possible impact on yield 

variability. 
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The researcher have  argued that the biofuel literature has not shown clear links from biofuel 

production to food prices and from oil price-induced variations in the profitability of biofuels 

to food price volatility. 

 

The study has highlighted some evidence demonstrating interconnection of financial and food 

commodity markets as the result of speculative activity. Nevertheless, this contention remains 

controversial and, until the mechanisms are better understood, the policy debate will remain 

confused. 
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6.0 Appendices 

Questionnaire 

My name is Theresia 

From Mzumbe University Dar es Salaam School 

Data gathering questionnaires  

This questionnaire has been prepared by the researcher for the purpose of collecting 

data for a research study on the Effect of Rice Price Volatility your contribution is 

highly valued in making the study successful. Assurance is given that your personal 

information will be handled confidentially and with utmost secrecy. 

 

Questions: 

A. Respondent Profile 

1. Name _________________________ 

2. Occupation…………………………… 

3. Age of Respondents 

i. 18-25 years 

ii. 25-35 Years 

iii. 35-45 Years 

iv. Above 45 year 

4. Level of education of Respondent 

i. Primary Level education 

ii. Secondary/Certificate Level education 

iii. Degree/Master Holder 

5. For how long have you been in working in this business 

i. Less than a year 

ii. One- Two year 

iii. Two –Four years 

iv. Four Years and Above 
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B. Causes of Rice Price Volatility 

6. Are you aware of the Rice price volatility? 

i. Yes 

ii. No 

 

7.0 Ever since you started the business you are doing now, how many times you have 

experienced the price changing 

i. Once 

ii. Twice 

iii. Thrice 

iv. Three times and above? 

 

8. On your own opinions what do you think are the reasons for the price fluctuation? 

i. …………………………………………………………………… 

ii. …………………………………………………………………… 

iii. …………………………………………………………………….. 

Etc, If any 

 

D. The effect of Prices Volatility 

9. Who are the most victims of rice price volatility? 

i. The end user(Consumers) 

ii. The Traders(Business People) 

iii. The government 

 

10. In any of the answer above, explain how and why? 

i)............................................................................................................... 

ii)............................................................................................................. 

iii)............................................................................................................ 

iv)............................................................................................................ 

v)............................................................................................................ 

 



67 

 

 

11.  Is changes in the rice price of any effect to you? 

i. Yes 

ii. No 

 12. If the answer above is yes what effect does it have to you? Explain 

i. ………………………………………………………………………………

………………………………………………………… 

ii. ………………………………………………………………………………

……………………………………………….. if any 

 

13. From your own experience what are the effect of changing the rice price to end 

users? 

i. …………………………………………………………. 

ii. ……………………………………………………………………….  

if any 

 

14. As a business man have you ever experienced the decrease in the average sales 

per day when the price spike high 

i. Yes 

ii. No. 

 

13. If the answer above is Yes then, provide Data in Sales decrease in terms of Kg’s 

i. 1Kg 

ii. 2Kg’s 

iii. 3-5 Kg’s 

iv. More than 4 Kg’s 

 

14.  As a business man have you ever experienced an increase in the average sales per 

day as a result of rice price decrease? 

i. Yes 

ii. No 
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15. If the answer above is Yes, Provide Data in Kg’s 

i. 1kg 

ii. 2kg 

iii. 3kg 

iv. More than 3kg 

 

Mechanism of Price Volatility Control 

16. From your own experience in rice business suggest the possible ways which 

farmers can use in reducing price of farmers 

………………………………………………..…………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………......................................

.................................................................................................................................. 

 

17.Suggest the possible mechanism which traders employ in reducing the rice price 

volatility. 

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………………………………… 

 

18. On your own opinion suggest the possible solutions that the government can 

employ to control the volatility of food prices 

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………… 

 

Thanks for your cooperation. 
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Appendix I:Schedule of activities 

Schedule of activities 

The table below is the schedule, which shows the time and activity that the 

researcher spent during the whole period of the research. 

ACTIVITY                DURATION IN WEEKS 

Preparation of the  

materials for research  

e.g. questionnaires 

1 2 3 4 5 6 7 8 

Conducting  

interviews with 

respondents 

        

Distributing  

questionnaires to 

respondents 

        

Distributing  

questionnaires to 

respondents 

        

Collecting of  

questionnaires and 

review of collected data 

        

Preparation and  

presentation of research  

report 

        

         

Source: Field work (2013) 
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Appendix 11.Budget 

Items  Particulars Amount in Shillings 

Stationery  2 Reams of  

plain paper Tsh 10,000  

@-2 Clip FilesTsh 

10,000 @ 

40,000 

Photocopying Questionnaires 

 4pg x 50TShs@ page 

30,000 

Typing and Printing 30 pages (Proposal)  

x2-40 pages (Report) x  

2TShs 1,000 @ page 

200,000 

Transport For 10 weeksTwo days 

a week Tsh 7,500 @ 

day 

150,000 

Meals For 8 weeksTwo days a 

week Tsh 6,000 @ day 

100,000 

Telephone Follow-

ups 

For 8 weeks Two days a 

week Tsh 6,000 @ day 

100,000 

Miscellaneous Internet search-

Assistants ‘allowances 

300,000 

TOTAL 920,00 

Sources: Field work (2013) 

 

 

 

 


