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Preface

The Food Security Research in Southern Africa Project was initiated in 1985 with a
tripartitc agreement among the University of Zimbabwe, Michigan State University and
USAID in response to a 1980 pledge by the United States to assist SADCC in carrying
out its regional food security program. The project objectives were to 1) develop a
conceptual framework for analysis of food sccurity issues in Souibern Africa, 2) conduct
applied research emphasizing food security policy and collection of primary data, 3) train
local rescarch professionals, and 4) promote a food security communication network
among Southern Africa Universities. One only had to attend one of the seven Food
Security Rescarch in Southern Africa Conferences and/or peruse the published
conference proceedings to obscrve that all of these objectives have been competently
achieved.

An additional accomplishment of the Project has been the inicgration of government
policy makers from throughout SADCC, as well as the international donor communaity,
into the Conference discussions. This has guarantced that the food security research
conductcd throughout the region has not been merely an academic exercise but that the
results have helped inform policy decisions. Agriculture, food and nutrition policy
sonferences, supported by the Project, have been held in Malawi, Tanzania, Zambia and
Zimbabwe to assist these governments develop policies that are effective in improving
1ational and housekold food security. Active food security research projects are
currently underway in Malawi, Mozambique, Swaziland, Tanzania, Zambia and
Zimbabwe to support such efforts.

dowever, “all good things must come to an end" and this Project is no exception. The

JSAID SADCC regional funding, which has made all of this possible, will no longer be

wailable after 31 March 1992, However, there is some indication that an attempt may

¢ made by USAID/Harare to continue the annual conference, thus the networking that

1as been developed over the life of the Food Security Research in Southern Africa

’roject. A major concern is where the support for continuing food security research in
* he individual SADCC countries is to originate.

“he Seventh Annual Conference, reported herein, examined the implications of the food
ecurity research within the region on related policy. The opening session featured
‘rofessor Chetsanga, Pro Vice-Chancellor, University of Zimbabwe, examining the role
f the University in contributing to the success of Economic Structural Adjustment
‘rogrammes in the region. Dr. Ndimande, Permanent Secretary of the Ministry of
ands, Agriculture and Rural Resettlement, Zimbabwe, followed with a discussion of the
olicy environment for food and agriculture under the market liberalisation occurring
! many countries of the region. These discussions set the scene for the technical papers
1at foliowed.

Session II, “Impact of changing grain and inputs market policies on private and public
sector  participation--implications for household food security and economic
development”, analysed the impacts of grain market reforms in Tanzania, Malawi,
Zambia, Mozambique and Zimbabwe. The shift from government dominated grain
marketing to systems permitting the participation of private sector entities is emerging
throughout the region. Differential impacts on pricing, movement, storage and market
access have been observed within the region.

Session III, "Governments’ role in price determination, stock management and import-
export of grains and farm inputs--implications for food security”, delved deeper into
some of the specific issues identified in the previous session. Session IV, "Food
entitlement--policy alternatives to improve households’ access to adequate food and
income growth", examined this very important topic in light of experience in Malawi and
Zimbabwe. It was a general consensus that many of the findings reported can be
extrapolated to other countries within SADCC.

Session V, "Policy issues related :o crop mix, technology and food security”, brought
some new data from Swaziland into the regional mix relative to the impact of cash
cropping on houschold food security. A discussion of the role of livestock, as insurance
or as a source of income to provide for household food security, brought another added
dimension into consideration. The session did nct averlook the all important impact of
crop mix, technology transfer and related policies as they affect household food security.

A look at both the past and the future of Food Security Research in Southern Africa
wrapped up the discussions of the Seventh Food Security Research in Southern Africa
Conference. Many of the contributions of the UZ/MSU Project to the information
base, capacity building and policy networking within SADCC were highlighted together
with the need to continue research to further the analytical base for policy making. It
was concluded that the UZ/MSU Food Security Research in Southern Africa Project
bas provided a solid empirical base for policy makers within SADCC. The responsibility
for advancing this knowledge base now rests with the regional cadre of professionals and
policy makers within S . ‘
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ECONOMIC STRUCTURAL ADJUSTMENT
PROGRAMMES:
THE ROLE AND CONTRIBUTION OF THE UNIVERSITY

Professor C. J. Chetsanga ’

It gives me great pleasure to wclcome you to the SEVENTH ANNUAL FOGD
SECURITY RESEARCH IN SOUTHERN AFRICA CONFERENCE. It is most
appropriate that this SEVENTH CONFERENCE be held here in Victoria Falls, one of
the SEVEN WONDERS OF THE WORLD. The presence of so many of our colleagues
from the SADCC region as well as from Europe, North America and Australia is quite
gratifying as it confirms the importance of our conference theme: "POLICY
IMPLICATIONS OF FOOD SECURITY RESEARCH IN SOUTHERN AFRICA*. The
four major sessions:

* Impact of changing grain and inputs market policies on private and
public sector participation--Impiications for houschold food security
and economic development,

* Governments role in pricc determination, stock management and
import-export of grains :nd farm inputs--Implications for food sccurity,

* Food entitlement--Policy alternatives to improve
households’ access to adequate food and income growth, and

* Policy issues related to crop mix, technology and food sccurity,

deal with topics high on the agenda of policy makers throughout the SADCC region.
The special mix of academic researchers and "real policy makers® from the SADCC
region at this conference provides a rare opportunity for rationalising theory and practice
in developing food security policy for the countries in the SADCC region,

This conference is again co-sponsored by the SADCC Food Security Technical and
Administrative Unit and the Department of Agricultural Economics and Extension of
the University of Zimbabwe. Unfortunately it is the last of this serics to be so
sponsored as the University of Zimbabwe/Michigan State University Food Security
Rescarch in Southern Africa Project is coming to an end. With active research currently
underway in six of the ten SADCC countries, the project has been able to generate a

1 Acting Vice Chancellor, University of Zimbabwe
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urderway in six of the ten SADCC countries, the project has been able to generate a
sound food security research base and facilitate a regionwide network of food security
researchers and policy makers. We appreciate the financial support reccived from
USAID which has made this effort possible.

The countries comprising SADCC have many common characteristics. One of the lcss
desirable ones is the tendency toward slow or declining economic growth. This has
necessitated the implementation of *Structural Adjustment Programmes™ to revitalise
their economies. Zimbabwe has recently initiated such a programme which has raised
the question, "What role can and should the University play in making this effort a
success?".

Universities have several functions, not the least of which are:

* Teaching,
* Research, and
* Extension.

Tow can these functions be focused towards assisting in the design and implementation
f Economic Structural Adjustment Programmes?
-et us first examine the teaching function.

lhe emphasis of most SADCC Universities, in the first few years following
ndependence, generally was on co: ‘ccting inherited social inequities and providing
equired social services. These were properly the responsibility of the public sector and
he Universities responded by training students in the appropriate disciplines. As these
lcw governments grew, they tended to dominate the cconomic sector as well,
liscouraging the participation of the private sector. Eventually, the demands of rapidly
rowing populations and their aspirations exceeded the capacity of the government to
upply them and “"Structural Adjustment” becomes necessary.

‘he problem is that the University system, which appropriately responded to the earlier
eeds of the society, now must shift their teaching resources towards the needs of the
volving economic system, i.e., the development of the private sector. As such their
raduates must be:

Trained in skills and knowledge necessary to design and implement
“Structural Adjustment Programmes”,

Endowed with an entrepreneurial attitude and associated skills
designed to help them succeed in self-employment,

Capable of taking over those businesses that the government has not
been able to operate economically and operate them efficiently and
profitably, and

Economic Structural Adjustment Programme 5

Able to provide the economic leadership and creativeness that
encourages the private investment needed to generate cmployment for
the large number of school leavers secking jobs in the nation’s
economy.

Simultaneously, the Universities’ research system must be:

* Oriented towards conducting research relevant to support the design
and implementation of the “Economic Structural Adjustment
Programme”,

Capable of doing policy relevant research that can be fed into and
impact the policy making process, and

Unbiased and able to produce research free from political, donor and
interest group pressure.

Finally, the Universities’ extension and outreach program maust:

* Publish and disseminate research results to all interested parties
without fear or favour, and
Work with small scale entrepreneurs in all sectors of the cconomy to

provide them with relevant advice and assistance to overcome existing
and anticipated constraints.

However, Universities can only successfully carry out their responsibilities, including
those outlined above, if certain conditions exist. These include:

. The maintenance of an environment in which academic freedom is
protected and encouraged, intellectual creativeness is stimulated and
rewarded, and social responsibility is practiced toward all persons and
segments of society,

The creation of a working environment and financial and profession.l
reward systems within the University that makes it possible to recruit
and retain competent faculty and support staff,

The continuous administrative, academic and financial support of
research and extension activities within the University system, and
The recognition and support of workshops and conferences, such as the
one we are participating in here today, as an extremely important and
effective means of disseminating research results and facilitating the
interaction of policy makers and researchers.
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Opportunities to exploit "Sister University” relationships, through projects that have long
term dimensions such a: the UZ/MSU Food Security Research in Southern Africa
Project, increase institutional capacity, faculty competence and regional networking.
They are to be encouraged. An effort is currently underway, sponsored by
USAID/Washington, to formalise such a program between the University of Zimbabwe

and Michigan State University.

This reflects the sentiments expressed by our Chancellor, President Robert Mugabe in
East Lansing last year, that a special relationship has long existed between these two
Universities in many disciplines and should be continued.

In summary, the importance of the Universities’ role in the design and implementation
of "Economic Structural Adjustment Programmes" in the region should not be
overlooked. Governments should recognise the contribution that the academic
communities can make and encourage their full participation. Failure to understand tke
importance of an avtonomous, academicly free University system in nation building and
failure to provide it with full support, can only lessen a nation’s potential.

Again, welcome to Zimbabwe. We are glad that you have chosen to visit us and to enjoy
the beautiful natural wonders that this country has to offer. We have provided the
surroundings—it is now up to you to facilitate the transfer of ideas and knowledge that

will make this a meaningful and memorable conference, I wish you the best.

\0

THE FOOD AND AGRICULTURAL POLICY

ENVIRONMENT UNDER
MARKET LIBERALISATION'

Dr. B. Ndimande®

There is a wide interest around the world, and in 2 range of different fora, in the impact
of trade liberalisation on the agricultural policy environment. We in Zimbabwe, and 1
am sure this is true for other countries in the region, tend to concentrate on the
consequences of trade liberalisation and associated policies which arise under our
domestic structural adjustment programme. There are, however, major issues arising
at the international level which also have significant consequences for the agricultural
sector of this country and for the SADCC region as a whole.

It is appropriate that we should consider the policy implications of food security research
at the national, regional and international level in order to put the various papers to be
presented to this conference in the brozder context of market liberalisation at these

different ‘evels. Clearly this can only be a beginning -- but the movement towards
market liberalisation is now so strong that it increasely will come to dominate the
environment within which agricultural policy decisions will be made in the future.

Effects of Trade Liberalisation at the National Level

First, the question of trade liberalisation at national level. This is of the most immediate
importance and application both in this country and in the other countries in SADCC,
The structural adjustment programme for Zimbabwe, which was launched at the
beginning of 1991, is aimed at gencrating an economic growth rate of 5% per annum in

1 Speech read by Mr T. Takavarasha, Deputy Secretary, Economics & Market Branch, Ministry
of Lands, Agriculture and Rural Resettlement,

-

“ Pennanent Secretary, Ministry of Lands, Agriculture and Rural Resettiement



s B. Ndimande

order to create additional employment and raisc the standards of living of the national
population. Key elements of the programme include a reduction of the budget deficit,
gradual liberalisation of the trade sector, the progressive deregulation of domestic
controls and implecmentation of appropriate monetary, fiscal and exchange rate policies.
All these clements impact directly on the agricultural sector.

With regards to the reduction of the budget deficit, a substantial element will be the
climination of the financial deficits of the four agricultural marketing boards and the
Agricultural Marketing Authority. This requires new thinking on both the operational
cificicncy of these organisations and on the decision process for determining producer
and selling prices for the controlled agricultural products. Basically, the first steps in the
new policy have been to decontrol, either partially or fully, those crops for which full
control is no longer necessary. These include small grains (sorghum and millet) and, to
a lesser extent, cotton and yellow maize. Measures taken io improve efficiency have
focussed on the establishment of separate boards of directors for each of the four
marketing bnards with a strong emphasis o1 business experience among board members.

In so far as the issue of pricing at the producer and marketing levels is concerned, the
government has announced the basic price for cotton for the 1992/3 marketing year and
a per-planting price for maize. Cotton lint selling prices are now determined by the
Cotton Marketing Board, in consultation with the dome-tic textile industry, using export

parity price as a basis. The Grain Marketing Board’s selling price for maize is, however,
still determined by government taking into account the need to meet consumer demz!nd
while, at the same time, reducing the financial deficits of the GMB’s maize trading

account.

The gradual liberalisation of trade in farm products within Zimbabwe has begun. The
Minister of Lands, Agriculture and Rural Resettlement recently announced the extension
of existing provisions permitting movement of maize within a communal area, to allow
transport of maize between non-contiguous communal areas. This will make it possible
for deficit communal areas to receive grains from surplus areas without having to go
through the Grain Marketing Board. Furthermore, maize will be deregulated in Natural
Region IV and V. Beginning April 1, 1992, maize can be bought and sold freely in these
regions by producers, traders and consumers. Small grains are also being deregulated
in order to encourage greater trade and consumption within production areas.

The liberalisation of trade with respect to farm inputs, is of equal importance. A
number of imported farm rcquirements have been placed on Open General Import
License (OGIL), including stockfeed ingredients, tyres and cement. More items will be
put on OGIL over the coming months.

Policy Environment Under Market Liberaiisation

The progressive deregulation of domestic contrels is reflected in the developments I have
already set out in relation to trading in maize. Other government policy changes which
affect agriculture include the relaxation of regulations on road transport frcight
operations so as to encourage the growth of small scale rural transport for trucking
agricultural produce to depots and markets, Consideration is being given to simplifying
local council by-laws and other regulations for areas declared as growth points as a step
towards simplification of local government regulations for all areas of the country.

Policies relative to exchange rates also have a direct impact on the agricultural sector.
The government has announced its intention to adopt a relatively aggressive exchange
rate management policy. The changes alre:. put into practice have been reflected in
the Zimbabwe dollar price for export commodities, such as tobacco and horticultural
crops, and in the prices of imported inputs of both raw materials and capital items.

It is clear that the agricultural policy environment in Zimbabwe is becoming more
dynamic. The first steps in the government’s five year economic reform progra;ame
have already been taken. These steps give a clear indication of the direction and
magnitude of the changes that are being implemented. As I have mentioned previously,
comparable programmes now are being implemented at the national level in other
countries in Southern Africa with each programme tailored to the particular needs of the
countries concerned.

Effects of Trade Liberalisation at the Regional Level: SADCC

The question of trade liberalisation at the regional level -- either in SADCC or ia the
PTA - is more complex than at the naticaal level. There has been a great deal of
discussion, both within SADCC at the inter-ministerial level and at previous conferences
sponsored by the UZ/MSU Food Security Project, of the food situation in the SADCC
region and of the need for regional policies to generate needed improvement. There is
general agreement that food security programmes should focus simultaneously on food
availability and access to food at national regional and household levels, but much
remains to be done to achieve a satisfactory food security situation within the SADCC
region.

Over the 1980°s, the emphasis kas been on im plementing policies within a developmental
planning framework as the route forward, However, the advent of market Jiberalisation
must inevitably alter the environment within which solutions to the SADCC food security
problems must be sought. This is not to say that there is no longer a need for greater
coordination and cooperation on regional food secusity within SADCGC, but rather, that
the terms of reference for that coordination must reflect the market policy environment
that presently prevails as well as that of the future.




10 B. Ndimande
Effects of Trade Liberalisation at the Regional Level: PTA

In the case of the Preferential Trade Arca for Eastern and Southern Africa States
(PTA), the treaty provides for harmonisation of common agricultural policies, not only
in the export of agricultural commodities, but also in the production and supply of staple
food stu:fs and the establishment of institutional machinery for agricultural development.
The recent PTA draft Trade and Development Strategy states that the PTA wili
continuously analyse government policies so as to ensure that they are in harmony
regarding producer prices, factors costs, land tenure and agricultural marketing. Service
sectors such as agricultural extension and research will be bolstered through the
technical assistance fund which is being created so as to standardise the approach in the
entire PTA sub-region.

This proposal for providing common agricultural nolicies can only work in the context
of market liberalisation for the PTA region. It is evideat that there is a great deal of
work to be done. Market liberalisation at the national level is essential to the
achievement of common food and agricultural policies at the regiona! level. Zimbabwe,
along with a number of other members of the PTA, is already on the path towards
national trade liberalisation. The promotion of the agro-industries, so important to the
economics of the SADCC and PTA member states, will also be much more effective
with the further development of trade liberalisation throughout the PTA region. For
most SADCC and PTA countries, industrial development is highly dependent on the
processing cf agricultural raw materials -- both in urban and rural environments.
Greater agro-irdustrial production will be encouraged through exploiting comparative
advantage in the different member states. This will only be possible in the context of
the liberalised trading environment in the SADCC and PTA regions.

The Effects of Trade Liberalisation at the International Level

The consideration of greater trade liberalisation among developing countries worldwide
brings us to the third area in which the agricultural policy environment under market
liberalisation must be considered. This is the international environment with particular
reference to the current round of negotiations under the General Agreement in Tariffs
and Trade (GATT). The current situation in relation to market liberalisation of the
agricultural sector in an international context is deplorable. The agricultural policies
implemented by the developed countries, as represented by the meinbers of the
Organisation of Economic Cooperation and Dcvelopment, involve costs of around Z$1
200 billion, according to the most recent official estimate for 1990.

These subsides include those paid by both consumers and taxpayers. They arise in a
wide variety of ways, but basically, from artificially high prices set behind high and often
insurmountable trade barriers which prevent external supplying countries from selling
on these markets. Taxpayers are also forced to contribute by financing the export

Policy Environment Under Market Likeralisation 11

subsidics necessary to dispose of the excess production generated by the excessively high
farm support prices set under these systems.

The reform efforts, particularly the currznt Uruguay round of negotiations under GATT,
to be successful, must remove a whole series of border protective mechanisms which
prevent the transmission of market signals from world to domestic markets. Projcctions
for 1991 suggest that the situation is likely to get worsc, distorting the usc of vast
amounts of resources even further.

Unfortunately a hard core of resistance to change exists. Little progress has been
achieved towards improved market liberalisation and related trade measures. The
present policics of highly subsidiscd and protected agricultural sectors in most of the
developed countries lower the overall effiiency of the world’s economy. Structural
reform is imperative as a means by which OECD and other ccononies can become
stronger and more efficient. However, in the agricultural sectors of these countrics, the

process has scarcely begun.

Conclusions

Itis clear that the response of agricuitural policy makers to trade liberalisation gives rise
to many very complex and difficuit issues. The factors affecting the responses differ
according to whether the county or region is a surplus or deficit producer of agricultural
products. The willingness to adopt a market led approach 2t the national level has not
been matched, as yet, at the regional or international level. There is a great deal of
agreement on the need to make progress at these levéls, but this has not led to effective
action.

The development of analytical capacity to respond to the complex economic factors
involved, both at the level of national government and in regional institutions of SADCC,
PTA, etc,, is of major concern. Confercnces such as this onc must give greater attention
to the need for capacity building. Without trained and competent manpower, we will
never realise the full benefits that can be achisved in the agricultural sector under
policies of market liberalisation.
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‘Impact of Changing Grain and Imputs Market Policies on Private and
Public Sector Participation -- Implications for Household Food Security
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POLICIES TO PROMOTE AN EFFECTIVE PRIVATE
TRADING SYSTEM IN FARM PRODUCTS AND FARM
INPUTS IN TANZANIA

H.K.R. Amani
and
W.E. Maro!

INTRODUCTION

Background

It is seven years now since Tanzania started to implement trade liberalization
mcasures (Amam ct al. 1987 -88-89). The acceptance of a "free" market as su rio;
to a coplrolled market is no longer an issue of hot debate. Thus the gcvemmrl:):t of
'I:anzama rccc:-xlly has eased controls on interregional movcmcnt; of grains and has
given cooperaiive unions a more competitive role, i.c., they are no longer obliged to
operate in remote areas. Following the transfer of the responsibility for maintaining
the strategic gramn reserves (SCR) from the National Milling Corporation (NMC) to
a pt?wly established food security unit, the role of NMC has been reduced to grai

milling, a highly competitive business in Tanzania. NMC is competing with numgrr us
small grain millers located throughout the country including the most remote areasous

Currently, lh-e main participants in the marketing of food crops are private traders
and cooperative unions. The success of the market reforms, with the recent poli

change r'cducmg government involvement in the cstablishment and managcmcr::: :}l"
cooperatives, dc_pcnds heavily on the capacity of the private traders to perform those
marketing functions previously performed by NMC and cooperatives. Earlier market
rcforn}s have l}ad some positive impacts. Amaai ct al. (1989) showe& that production
of grains had increased as had supplics to urban areas. However, these increases in

'Professer and Rescarch 1" .
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Farm Products and Farm Imputs

marketable output have created serious bottlenecks in crop purchasing and
movement.

In addition, there are a number of unresolved issucs/policies which would, if
resolved, go a long way towards increasing the effectiveness of market reforms.
Some of these that need further government action include:

L how to reduce food insecurity in the producing areas,
L] how to improve the distribution of agricultural inputs,

the development of an improved credit system for farmers and private
traders/millers,

the development of an entrepreneurial class capable of and willing to
undertake risk,

The creation of adequate inirastructure, transport aad communication
networks for the efficient movement of goods, and

The promotion of efficient financial markets that arc able io support
commodity and input markets.

This paper examines the marketing roles of private traders and cooperatives. It
outlines the responses of private traders and cooperatives to changing grain and input
policies and discusses factors and policies which inhibit increased participation by
private traders. Impacts of the market reforms on producers, consumers and
government also arc discussed together with the future role of government in
agricultural marketing. The discussion, to a large extent, is documented by research
data collected in four regions, i.e.,, Mtwara, Ruvuma, Singida and Arusha. Arusha
and Ruvuma represent food surplus regions while Mtwara and Singida represent
deficit regions. In terms of physical accessibility, Arusha and Singida are more
accessible than Ruvuma and Mtwara.

Role of Cooperatives

Grassroots cooperatives were encouraged by the government before and immediately
after independence . However, they quickly grew in political strength and began to
threcaten the authority of the government. This caused the government to increase its
control over the management of cooperatives. Eventually, these "government
managed” cooperatives served the intercsts of the government more than those of
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their members.  This probably is one of the main factors? that contributed to the
failurc of cooperatives and their abolition in 1976. The government replaced them
with parastatal crop authoritics. This new marketing arrangement turned out to be
less effective in cnhancing agricultural production and marketing. The government
re-established the cooperatives in 19823

The cooperatives have been performing very poorly since their re-establishment in
1982.  This has been blamed largely on government’s control of the marketing
activitics of cooperatives in order to further the state’s cconomic and political
objectives. The government and the ruling party (CCM) have been appointing
and/or involved in elections of key officials at all levels of the cooperative movement
greatly reducing the autonomy of the cooperatives as farmer institutions.

There also are other factors that have contributed to cooperatives’ poor performance.
First, they started with poor, incomplete and almost obsolete equipment inherited
from the crop authorities. Second, while the government was implementing the
credit squeeze policy, as stipulated under the 1986 Economic Recovery Program
(ERP), bank credit to cooperatives rapidly expanded at the expense of the more
productive sectors of the economy. Thus, overtime the cooperatives accumulated
huge bank debts and encountered serious liquidity problems. The liquidity problems
were partly due to the failure of NMC to pay them. The result in recent years --
especially since the 1988/89 marketing season -- is that many cooperatives have been
unable to pay farmers promptly, to distribute adequate input and/or credit packages,
to purchase all crops delivered to them, or to pay interest due on late loan
repayments. Third, cooperatives experienced high and escalating marketing costs
particularly, transport and interest costs. This resulted from ERP adjustments
towards positive real interest rates. Fourth, the cooperative operations lacked
aggressiveness.  Cooperatives sold over 95 percent of their purchases to the NMC
before NMC’s functions were reduced to the single function of grain milling. They
have not adjusted to the new competitive environment in agricultural marketing now
that they are unable to dispose of their stocks to other buyers. Fifth they had been
out of existence for eight ycars. Hence they were poorly prepared for resuming the
function of agricultural marketing.  Sixth, the weak economic infrastructure,
partictlarly in remote agricultural areas of the country, and poor management have
made it difficult for cooperatives to maintain financial viability. Purchased crops kave
remained stranded in villages with poor warehousing causing spoilage to some crops.

zl-‘ordhuhdusseehu‘adwl,”,l‘-tl.
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Cooperatives, which handle high-bulk and low valuc crops grown in dispersed arcas,
have experienced more financial problems than those handling less-bulky and
high-value agricultural commodities. ~ Government support, however, did not
discriminate against the weak cooperatives. Financial support was given even to
cooperatives which proved to be financially not viable. Many of the cooperative
unions also failed to provide a suitable vehicle for technology diffusion among
farmers in addition to making huge financial losses.

Under marketing institution reform, the privatc scctor was de-regulated and the
NMC and cooperatives monopoly removed. Food crop parastatals are not required
to confine their operations to unprofitable markets. Cooperatives under the reforms,
just like private traders, can buy anywhere they consider profitable. However,
cooperatives, as was the case with the NMC, cannot buy at a price below the
government’s indicative (floor) price for staple crops which is announced at the
beginning of every farming secason. In addition, the government has removed fiscal
support to Cooperative unions and NMC. This has made the marketing funciions of
cooperatives very difficuli.

While the "Cooperatives™ monopoly in crop marketing has been removed, they still
retain the monopoly for distributing fertilizers to farmers, a function which has
caused a lot of problems to farmers, government and cooperatives themsclves.
Transport problems have continued to affect early distribution of fertilizers and
marketing reforms have worsened credit repayments by farmers.

Private Traders

Private traders for grains and other food crops play an increasing role in food trade
in Tanzania. It is not possible to understand the nature of the incentives, income
changes and crop choices among producers withoui taking into account private sector
transactions. Similarly, the range of foods available to consumers and the prices they
pay for them at any particular time and place largely depends on the performance of
the private sector-market.

Food marketing activities by private traders were endorsed by the government in
1987. Some limited operations had been allowed as far back as 1984. Legally,
however, private traders still have no role to play in food marketing. As a
consequence what has been the response of private traders to the market reforms?
What is limiting their marketing oprations? What further policy reforms are ncc@ed
to make market reforms, and pariicularly institutional reforms, effective in impioviay
food marketing? We now turn to survey data from four regions, together with
research findings from other studies, to answer some of those questions. The survey
was conducted in April 1990 and repeated in August/September 1990.




18 H.KR. Amani & W.E. Maro Farm Products and Farm Imputs

transporters, grain millers and general dealers. Only eight traders have no other
business.

Trader Characteristics

A total of 34 private traders were interviewed during the two surveys. The average | ) o{ Oh .
age of traders was 33 years. This compares favorably with findings from a study by Table 3: Type uf Other Business
Anita S. and Ana T. (1991). The average educatior of traders in the survey was

standard VII. More than 90 percent of the surveyed traders started their business

after the 1984 market reforms, Table 1.

Table I: Entry Into The Market: % Of Traders Interviewed

Period

No. Eniering

Percentage

Before 1984

3

89

1984-1986

11

323

1987-1990

20

588

Source: Survey Data

Business

No. of Respondents

% of Respondents

Farming

18

529

Transport

4

118

General Dealers

1

3.0

Grain Miller

88

None

235

Traders’ Markets

About 70 percent of traders surveyed bought their crops from farmers. Other

The same conclusion was reached by Gordon (1988) and Scarborough (1989). The
rate of entry in the food trade increased as trade restrictions were removed. The
distribution of traders by the type of trade is shown in Table 2.

Table 2: Type of Traders

sources of purchases are as shown in Table 4. Compared to the most recent
marketing season (1990/91), more traders purchased from the official channels in
1989/90. This followsd a government directive in early 1989 requiring all traders to
buy from official channels. That directive was withdrawn in 1990.

Table 4: Source of Purchases 1989/90 and 1990/91

Type

No. of Respondants

% of Respondents

Retail at Periodic Market

8

235

Retail at Fixed Place

11

323

Wholesale at Local Market

9

25

Wholesale <t Regional Market

6

Source

% of Traders 1989/90

% of Traders 1990/91

Farmers in Villages 68.0 818

Primary Socicties 24.0 45

Cooperative Union 8.0 9.2

Market in the District 0.0 45

The main traded crops are maize, rice, beans, cassava and millet. Destinations of
purchases were town markets and village markets in 1990/91, Table 5.

More than half of the traders sell at the retail level. As for wholesalers, most of
them sell to local markets in the source districts. The dominance of retail traders
implies that petty traders continue to operate small scale trading. However, the
appearance of wholesale traders, particularly at regional markets, is an indication that
market reforms have opened up opportunities for large scale private trade.

The traders surveyed came from different backgrounds. As scen from Table 3,
cightcen out of the thirty four traders are also farmers. The remaining are
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Table 5: Destination of Purchases: 1989/90 and 1990/91

Destination % of Traders 1989/90 % of Truders 1990/91
Town Markets 308 80.0
Primary Socicties 285 0.0
Cooperative Union 0.0 0.0
Village Market 100 200
Market Outside the Source District 154
Including Inter-regional Trade 00

Reasons given for buying from and selling to official channels included the

government  directive requining traders to buy from primary societies and/or

Z(; d?t larg::) l:;at;:;dthc modt; of payment was cash, Very few traders buy or sell on
. €rs pay farmers in advance and collect
shown in Table 6, there is little barter trade. e crops after harvest. - As

Table 6: Percentage of Traders by Different Modes of Payment: 1990/91

Mode of Payment When Buying When Selling
Cash 63.0 833
Credit* 111 7.0
Advance Payment® 259 12
Barter 0.0 85

::llll ::lcc:wcwec: m:idcxs ?aid that they would not require farmers who get credit from them to
IF €rop to them after harvest, Qp! 12% of ¢ v i

cherge by o money ent 1o e Y 12% of the traders unde; study said that they would

Advance payments were made 1o larger farmers,

N2

urce: Trader Survey 1989/90 ang 1990/91
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Trade Expansion

It is interesting to compare changes overtime in the volume of trade. Traders werc
asked during the interview to compare their volume of trade in 1989 with the
pre-1989 and 1990 volumes. The results of the comparison are shown in Table 7.

Table 7: Comparison of Trade Expansion Between 1989 and
Previous/Recent Periods: % of Traders Responding

Traded Than Before 1984 Than 1990
More 96.0 40.0
Less 40 60.G
Total 100.0 100.0

Source: Trader Survey 1989/90 and 1990/91

Most traders expanded their volume of trade betwcen 1984 and 1989. Nineteen-
ninety was an exception due (o a very poor harvest that resulted from floods in the
south and drought in the north and central parts of the country. Those unable to
expand their grain trade indicated that the main limiting factors included lack of
credit, transport bottlenecks and the confinement of fertilizer distribution to

cooperative unions.
Buying Season

The official marketing season normally begins in July with the peak around August -
September. Private traders, however, start buying such crops as beans in the north
and casava in the south as early as February with their peak purchases occurring in
June, Table 8. Thus, traders outcompete cooperative unions. Farmers get their cash
early in the harvest and avoid pre-sale storage costs.
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Table 8: Months of Starting Trade as Shown by the Percentage of Traders Trading
Month 1989/90 % of Traders 1990/91 % of Traders
February 38 4.0
March 1.7 42
June 215 283
July 15.6 192
August 169 275
September 154 42
October 38 42
November 38 42
December 115 42
Source: Trader Survey 1989/90 and 1990/91
Mther Functions

ome private traders (35%) sell farm implements and seeds to farmers.
tesc inputs from the open market, Tanzania Farmers Association
cgional Trading Companies (RTCs). Unlike Cooperatives, grain traders start
:lling farm inputs and seeds as carly as May with sales peaking around July.
Ithough most traders sell inputs for cash, a few sell on credit. Barter trade, ie.,

«change of agricultural inputs for crops, is also practiced particularly in the southern
ut of the country.

Traders buy
(TFA) and

orage of crops is seen by traders as a risky activity for four main reasons. First,
wernment policy on the role of private traders is still unpredictable. Second,
ivate traders find it difficult to correctly assess supply and demand fluctuations
wmita, A. and Ane T. 1991). Third, the possibility of high storage losses is always
esent. Fourth, construction of storage facilities is very costly. Those who do store
dps do so in temporary, open air storage facilities, usually for a period of time not
ceeding forty-five days. Twenty-one of the thirty-four traders surveyed undertook
en air storage. Their main reasons for storing are as shown in Table 9.
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Table 9: Reasons for Storing Crops Before Sale

Reasons Number of Respondents
Storage Cost Less Than Price Increase 7
No Risks of Losses or Thefts 5
Marketing Activitics Require Storage 4
Storage Facility Available to Me 3
Quick Turnovers Not Profitable 2
Total 21

Source: Trade Survey 1989/90 and 1990/91

The main constraints on traders’ stockholding occurs in urban areas where it is
difficult to lease or rent storage facilities. In rural areas, the problem of storage is
less serious. Traders can rent storage space from farmers.

In addition to storage bottlenecks, transport comstraints have beem a major
impediment to private sector grain trade. Many private traders do not own means of
transport. Instead, they hire. Of the surveyed_traders, ten used own means of
transport. One owned a truck while the other nine used their own }ncycles. The
remaining twenty-four hired a variety of transport equipment as shown in Table 10.

Table 10: Mode of Hired Transport 1990/91

Mode 1991/99 Respondents
Truck 14
Donkey Cart 2
Ox Cart 3 _
Bicycle 5
Total 24

Source: Trader Survey, 1989/90 and 1990/91
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Region Average Distance (km) Average Time (Hrs/km) Average Quantity (bsg)
Mtwara 4555 253 30
Ruvuma 500 250 18
Singida 564 353 "
Arusha 1272 471 151

Source: Computed from survey data

Road conditions are worse in the south than in the north and central part of the
country. Transport costs are highest in areas with poor road conditions due to high
rates of breakdowns and high fuel consumption.

Investments

One way to measure the response of private traders to market reforms is to observe

their level of investment. Fort
level . y-seven percent of the trad i i
anything in their business, Table 12. Fe FAETS surveyed did not invest
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Table 12: Major Trade Investments Since the Beginning of Trade

Type of Investment No. of Respondents % of Respondents
Acquired Ox/Donkey Cart S 14.7
Bought Equipment 3 89
Built Storage 6 l7£
Other Investment 4 118
None 16 470
Total 34 100.0

Source: Trader Survey, 1989/90 and 1990/91

There is very low investment in transport and storage facilities. Scarcity of initial
investment capital and failure to acquire credit are among the main reasons for such
low investment. Factors which traders consider to be crucial for their future role in
food marketing are, in order of importance, availability of credit, own capital and

transport.
Market in Transition

With the NMC confined to grain milling, the cooperatives freed from government
intervention and private sector marketing constrained by numerous physical
operations, a vacuum is present in agricultural marketing. Cooperatives are unable to
play a significant role in food marketing because the government has removed fiscal
support. Private traders are unable to invest and expand their marketing activitics
because they lack financial and legal support. They both also operate with serious
infrastructural bottlenecks.

Assessment of Performance

The existing marketing environment affects surplus producers and deficit rural
households in remote areas more than other marke: participants. Survey results from
the four regions show that food stock depletion in 55 percent of the rural households,
occurs an average of seven months after harvest. M. Seenappa. (1987), in a 1986
survey of 400 farm households conducted in Mtwara, Shinyanga and Zanzibar,
observed that 64% of the houscholds in Shinyanga and 43 percent of the houscholds
in both Mtwara and Zanzibar, consumed thejr harvested food grains in six months or
less. Almost 80 percent of the 400 households surveyed by Seenappa had depleted
their food stocks four months before harvest. A 1989 ficld study in Rukwa region by
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Geier, et al.,, also confirms the findings by Amanij and

(1986). The Rukwa field study
population had to rely on additio

viate the hunger
will continue to be food insecure,

rmers’ performance is zlso at stake,
ailed to ensure a supply of food and
in less accessible areas; reduce the

agriculture for sma]| farmers; and ensure markets and input

supply to promote Price stability.

High transport costs have
profitability of private traders,

For interregional trade, trader transport costs, as a

percentage of harvest purchasing price, ranges between 37.8% for Morogoro-Dar to
ar route (Anita, S. et g 1991. p. 37, Table 38

Cooperatives’ perception of the current marketing reforms s rather pathetic.
Although they are no longer restricted to remote areas, they are still obliged to
Prices by paying at least the floor price. They are also required to

he function of input distribution to farmers on credit ang collect credit

lings, they

to operate

The government’s perception of market performance appears to be mixed. The
objective of reducing government deficits through removal of subsidies to producers,
consumers and official marketing agents has largely been achieved. However, the
impact of market reforms on consumer Prices, rural incomes and access to markets
causes the government some concern. The government is considering alternative
marketing arrangements to improve market performance. As researchers, we can

contribute to the marketing policy debate.

Alternative Marketing Environment

Legislation

The market reforms made thus far have promoted the private sector without first
ensuring that the market environment for a successful private sector exists. Past
government policies have suppressed private sector activities in almost all major
sectors of the economy. Hence, no entrepreneurial class able to undertake the risks
inherent in agricultural marketing has developed. The government should take
i der risks and improve the legal and insti
sector operates. The reforms
via effective legislation.

Transport

Market reform legislation is a necessary but not sufficient condition for improving
private sector and cooperative market performance. Adequate and reliable
infrastructure is a major requirement. Evidence suggests that, in many rural areas
where transport costs are prohibitive, a fully functioning private sector marketing
system is not in place. It therefore, is not able to respond adequately to local level
demands. In his study in Bangladesh, John W. Mellor (1988) reached the following
conclusion
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"We know empirically that poverty is combated by infrastructure investment,
.In Bangladesh, comparing villages with good infrastructure and poor
infrastructure, poverty by absolutc measure iIs 40 percent lower, calorie
intake of the poorest 7.5 percent higher, wage rates 12 percent higher, per
hcctarc.employment in agriculture 4 per cent higher, and cmployment in
hon-agriculture 30 percent higher in the villages with better infrastructure ™

least of light transportation such as carts, bicycles and light four-whecled vehicles,
g trade, an adequate road infrastruc(ure, transport and
communication networks arc required for the cfficient movement of goods,
Emphasis should be Put on improving feeder reads, particularly in remote but
productive areas. Thijs will encourage cooperatives and private traders to operate in
the remote areas. The Integrated Roads Project (IRP) which focuses on physical
construction of roads and thejr maintenance, together with improvement of transport
€quipment and supply of Spare parts, has yet (o address transport bottlenecks in the
remote areas. i

Market liberalization should be
extended to this sector by eliminating administralively set tariffs on transport and by
liberalizing imports of trucks and spare parts,

Credit

purchases, construction of storage structures and for the purchase and/or hiring of
means o-f transport. Because of the credit squeeze policy stipulated under the current
Ec?nomlc and Social Adjustment Programme (ESAP 1989), financial institutions are
unhke.ly to offer much credit 1o traders. The on-going exercise to restructure
financial institutions and to introduce private banks may go a long way towards
addressing credit requirements for market participants,

| ok Agricultural Developmens in the Thind Wortd: The Food Developmeny
Foreign Assisance, Trade Newus IFPRI, Repriat Ne. 124, Washingten.
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Marketing Functions

The current market reforms permitting private traders to participate in agricultura
marketing have excluded trade in fertilizer. Explicit fertilizer price subsidies havc
been removed but transport  subsidics have been maintained together witl
pan-territorial fertilizer prices. To ensure that these prices are not distorted, the
government has granted a production and importation of fertilizer monoply t
Tanzanian Fertilizer Company (TFC). In addition, TFC has a monopoly ir
distributing ali fertilizers to the regional towns, the railhead station of the custome:
or to TFC go-down facilities. At the regional level cooperatives, and to a lesse

extent Tanzania Farmers Association, have a monopoly in fertilizer distribution.

Cooperatives have basically failed to perform this function because of the factor:
discussed earlier in the Paper. Thus, there appears to be a role for the private sector
to supply agricultural inputs, particularly fertilizer. ‘There is evidence to suggest that
the economics of fertilizer use are pcsitive in Africa (Berg, 1983 and Jones and Egli,
Thus, the private sector can enter the input market, sell fertilizer at

this change. Since the late 1970°’s, many farmers have been able to pay for fertilizers
(sece Lele, Christiansen and Kadiseran, 1989). According to the Tanzania
Government (1989), about 65 percent of the farmers now have cash to finance their
scasonal inputs. If credit s required, the private traders should be able to develop a
means to fill the need. Apart from fertilizer distribution, input retailers should
attempt to disseminate information on new techniques.

Concluding Remarks

The market reforms in Tanzania have had a positive effect. A preliminary
assessment shows that production of food grains has increased as have supplies in
urban areas, Despite these gains, the present food marketing system is still
characterized by several shortcomings. Some result partly from the partial character
of the market reforms and partly from their positive impact on inducing higher food
production. The main concern now is to evolve appropriate roles for the private and
public sectors. Apparently, further structural adjustments towards privatization of the
food marketing system will be necessary,

In Tanzania, privatization has not been preceded by the strengthening of the private
sector support systems including the establishment of legal and other institutions such
as credit, transporters and wholesalers. The capacity of the private sector (and of
cooperatives) to utilize resources is limited by lack or shortage of capital,
transportation and market information, Thus, if the private sector is to operate
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MALAWI FOOD MARKETING:
PRIVATE TRADER OPERATIONS AND STATE
N INTERVENTION

Ben Kaluwa!

INTRODUCTION

In 1987, private traders were, for the first time, legally allowed to comp=te with the
Agricultura] Development and Marketing Corporation (ADMARC) in the purchase and
sale of food crops from smallholder farmers. The major objectives of this change in
policy were to improve efficiency in marketing and national and household food security.
The reforms were part of a major programme of market reforms introduced vader the
Structural Adjustment Programme (SAP) and addressed some specific areas of concern
including the financial viability of ADMARC and the effectiveness of its operations.

By the end of 1988, ADMARC had withdrawn from 125 (15 percent) of its 1,090
seasonal markets. This retrenchment was to lower ADMARC:’s operating costs by
reducing operations ir higher cost markets. As a result, ADMARC achieved record
profits of K16.9m and K16.1m in 1989 and 1990 respectively. It was expected to achieve
profits of K23.9m in 1991 but the profitability situation turnzd out to be much worse
than for the previous two years.

ADMARC’s retrenchment, which was supposed to be even more extensive, has been
questioned because the seasonal markets have had uses other than just crop purchasing.
Additional functions included facilitating the distribution of inputs and the recovery of
agricultural credit from farmers. The latter has resulted in recovery rates of about 90

percent in most areas (Kaluwa et al. 1990). Since 1989 ADMARC has reopened 88 of
the previously closed markets under an arrangement where the government would pay
for the losses incurred.

! Department of Economics. Chancelior College. Zomba. Malawi
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The preliminary results of the survey reported in this paper were presented by Kaluwa
(1990) and Kaluwa and Chilowa (1991). The main objective of the present paper is to
present additional analysis and stronger evidence concerning the impact of private trader
participation in grain marketing, especially related to policy concerns in production,
distribution and consumption. The welfare of the private traders also is addressed since
it affects their adaptive behaviour.

The baseiine survey was conducted in the post harvest period of 1989. It covered three
of the eight Agricultural Development Divisions (ADDs) in the country. The sclected
ADDs were Mzuzu ADD (MZADD) in the north, Lilongwe ADD (LADD) in the
centre and Blantyre ADD (BLADD) in the South. Eighty-seven private traders were
interviewed, 53 in LADD, 34 in BLADD and none in MZADD.

THE EMERGING MARKET STRUCTURE
The Pricing Environment

The policy environment is an important element of market structure as it significantly
influences the conduct of the market’s economic agents. Entry regulations for private
traders and the policy environment relating to pricing are key features.

Official commodity prices, administered by ADMARC, are pan-territorial and
pan-seasonal and are adjusted before the beginning of the growing season. In Malawi,
price interventions for officially traded crops in the smallholder subsector require the
Ministry of Agriculture to set producer floor price, as well as maximum consumer prices.
These prices are supposed to be observed in ADMARC’s operations as buyer and seller
of last resort. If these pricing limits were actually to be followed, this would mean that
the profitability of moving commodities from producing to consuming areas and storing
them interseasonally would depend upon the margin between ceiling and floor prices

being wide enough to cover costs and still provide an element of *competitive’ profit.

The twin objectives of raising producer prices as an incentive to produce while
maintaining consumer prices at “reasonable” levels have resulted in a serious threat to
ADMARGC:s financial viability. This was manifested explicitly during the 1985-1986
trading year when financial difficulties were expericnced in its maize account, Malawi’s
major food security crop, and its distribution of subsidised seasonal inputs. Permitting
private trader operations while allowing ADMARC to withdraw from some remote
markets were specifically designed to address this problem. ADMARC’s financial
viability in the past had been guaranteed by cross-subsidies betwecen ADMARC’s cash
crop and food crop trading accounts. But the desire to raise producer prices reduced
ADMARC:s ability to maintain such cross-subsidies, as did the need to move grain from
remote areas to make it available to consumers in the deficit areas of the Southern
Region.
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Lipton (1987) and Sijn (1989) have sought to analyse African policy. responses (o the
food problem by distinguishing two paradigms, i.c., price fundamentalism (pricism) and
price skepticism (structuralism).

Price fundamentalism advocates setting prices "right” for inputs, outputs, and foreign
exchange. International prices are used as a benchmark for domestic prices. This
implies that "right” prices are definable. It also assumes that both producers and
consumers respond “rationally” to changes in relative prices. The reduction of state
involvement in agricultural markets with “right” prices, thus, would foster rapid and
equitable growth of agricultural output through improvements in input delivery, prompt
payment to farmers and the availability of consumer goods in the country side.

Sceptics argue that "right” prices are neither readily definable nor attainable due to world
market volatility and uncertainties.  Further, that there are intervening non-price
constraints on supply responses to market signals. Such constaints include access to
appropriate technologies (both mechanical and biological) malfunctioning or
underdeveloped infrastructure, including those for transport and input delivery systems.
The removal of such structural constraints are a key to sustained agricultural growth and
food sccurity in addition to price reforms and market liberalisation policies.
"Appropriate" state intervention would not necessarily be incompatible.

The World Bank has been offering Malawi assistance in agricultural pricing policy. The
government, since the early 1980s, has espoused a move towards world market prices,
i.c., export parity or import parity. In practice, producer prices are still determined on
a (production) cost-plus margin basis. Prices for major crops purchased by ADMARC
are generally more than 50 percent below favoured world marker prices”. Kandoole,
Kaluwa and Buccola (1987) estimated that, although the domestic maize price is
responsive to the Chicago price, the response is lower by a factor of four. Also,
panterritorial and panseasonal prices criticized in the World Bank Berg Report (1981)
for their inefficiency in iriggering the right market signals, nevertheless have been
retained.

The official practice for smallholder crops is administered pricing. Setting producer
prices to achieve optimal levels of relative prices has been a major problem. This
especially was pronounced during the mid-1980s with respect to maize and groundnuts
which compete for land. The incentive price for maize was furhter distorted by the
initiation of the removal of fertilizer subsidies. This resulted in a juggling of crop prices

%The reserve Bank of Malawi’s Financial and Economics Review publishes Comparisons of ADMARC
and local auction prices as well as those in UK and USA markets. The policy objective for.uuiz.: is,
however, based on the need to balance domestic demand and supply since the governmemt views it as
undesirable to either expart cr import maize (Malawi Government 1987-96 pp- 23-24).
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between the 1981/82 and 1985/86 cropping

years (Kaluwa and Kandoolc. 1989, PP.

53-54). Continued concern for deficit producers and urban consumers have influenced

official selling prices.

Whether competitive pressure has been su
unknown.

e large traders to act as buying agents for ADMARC,

Others had been observed to buy from farmers
institutions (Lavrijsen, 1974).

Free market prices have alwa

s C or in local markets to supply

interseasonally,
nd, 3) sellers could
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Table 1. Smallholder maize production and sales to ADMARC

Output ADMARC Purchases as Index of
Purchases % of Dutput Per Capita
Outpist
1976/77=
100

1980-81 136.6 11.0 82.6
1981-82 246.1 19.8 805
1982-83 2449 17.9 85.8
1983-84 2964 Z2i.2 84.9
1984-85 1.36 2716 20.0 7.7
1985-86 1.30 1126 8.7 738
1986-87 1.20 59.6 5.0 66.4
1987-88 142 1353 95

1958-89 1.34 2313 173

1989-90 1.64 200.7 12.2

Source: Kaluwa and Kandoole, 1989; updated from Economic Reports.

ADMARCGC’s share seems to be more responsive to producer prices than to production

except during years of exceptionally poor production, e.g., 1986/87 when marketed
output was constiained by subsistencc requirements. The current possibility of private
traders dealing in large volumes can increase their share of the market for food crops,
provided they are price competitive. Anoihcr possibility, previously observed,? is that
private traders can increase their market shares through early buying since ADMARC
usually uriderial:es buying much later after harvest when the moisture content of crops
is low*.

Liberalization and Entry

According to the Ministry of Agriculture figures, the total numbers of registered traders
were; 1987/88, 387; 1988/89, 917; 1989/90, 543; 1990/91, 609 (excluding Karonga which
in 1989/90 had only one trader). After a huge response in the crop year following
liberalisation, the number declined but went up modestly in the next year. These
fluctuations reflect the relative ease of entry and exit.

* Kaluwa and Chilowa. 1990

‘ Early buying, even at official producer prices, implies de facto, better prices to farmers because of
the hig\rer moisture content.
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ikely reflects the intentions of private trader. . . .
operate on a sizeable scale. The baseline ¥65018 indicate that a minof: ty of the tra ;elo Table 3 Private Traders Residentail Status
(19% in LADD ang 9% in B D) started operating after liberalisation
d.lffe.rcnce between LADD and BLADD appears to be related ¢o the rclative ag PLACE LADD BLADD
distribution of the traders, ie, there tended to be 3 larger proportion of younger apg
better educated traders in LADD than in BLADD The relative distribution of trad; No. % Com % No. % Cum %
exgerience Is given in Table 2 and indicates 3 tendency towards longer trag; ithi . 3. 7 - 50.0
experience in BLADD Compared to LADD, g ng \‘::.'::.: Eg:- ex EPA ? ‘1"31.'3 63.: l9 ;2.2 765
Other Rural s 94 69.8 6 176 94.1
Table 2 Number of Years Trading: 9 of traders Blantyre 9 17.0 868 0 0 0
1 1.9 88.7 G 1] 0
6 113 100.0 2 59 100.0

Lilongwe
Other
M
\\ Total 53 1000 34 100.0
-4 49.1 206
-9 264 382
0+ A5 412 * RDPis Rural Development Project and is the second fevel in the hicrarchy from ADD; EPA
\\ is Extension Manning Area and is thirg the level. The last level js the Section or Unir,
Total 100,0 100.0
\_\ Source: Traders Bascline Survey

Source: Traders Baseline Survey The majority of the Pprivate traders indicate that crop trading is their main activity (64%

A

-t

Private Trader Characteristics

The baseline survey results identified four female traders, two in each arca. Forty

percent of the 53 tra¢ -Is in' (LADD) were below 35 years, of age and 249 were above Table 4. I.ivate Traders: Major and Other Activity (%)

50 years. The corresponding distribution for the 34 Blantyre ADD traders was 189

and 32% respectively reflecting older traders aS compared to LADD, T, relative age )

dlStﬂb!ltlon 2PPears to influence a number of other characteristics inciuding the leve] of Major Other

education, the holding of public positions and cven residential status, Activity LADD BLADD LADD BLADD

§eventy pcr.cent of those operating in LADD €an be considered to be functionally Crop Trading 642 64.7 170 88

literate, having attained at least he Primary Standard IV jeve] of education. Tpe porkat Vendor 19 2 0 2

PLADD percentage is lower, 62%. Thirty-six percent of the LADD and 20% of those Ean.nu;a."‘ 2;098 ]467 25614 :':

in BLADD had some secondary schogl education, R:al;:ingl ing 19 i 52 28

Employment 38 0 1.9 59

FOI’.t}.' percent and 599 of ¢he LADD and BLADD traders respectively helg some public Transporter 0 s 0 29

Posttion. For 179 ang 23% of the traders respectivel , the positions we inaf; ’ Other 0 0 94 29

club or 3 business association, Y po n r¢ i a farmers None 0 29 30.2 29.4
Total 1000 1000 100.0 100.0

Table 3 shows the residentia] status of the traders, It indicates that 5 majority of traders
are rural-based and thy, significant numbers live in the areas in which they operate. (TBS
Nearly 209 of those Operating in LADD ave based in either Blantyre or Lilongwe, Source: Traders Bascline Survey (TBS)

———
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The distribution of private traders by crops transacted is given in Table 5, Four
important observations can be made: a) less than a quarter of the traders in cither
ADD specialise in maize; b) the largest category of traders deal in maize plus other
crops; c) significant numbers of traders do not deal in maize; and d) there is a markeg
shift away from maize in LADD compared to BLADD.

Table 5: Distribution of Traders by Crop: No. of Traders

LADD BLADD
No. (%) No. (%)
Maize Only 10 19) 8 (23)
Maize + Other 23 (43) 17 (50}
No Maize 20 (38) 8 (23)
No Purchase - ) 1 (3)
Total 53 (1u0) A (100)

An important implication of this is that a majority of traders are cushioned from the
adverse effects of a food marketing or pricing policy that is oriented or focused primarily
on maize by the diversity of crops transacted. Beans, pigeon peas and othes pulses, for
example, are also popularly transacted crops, Table 6. "Other” crops transacted include
sorghum/millet, Irish potatoes and cassava, crops ADMARC usually does not buy and
for which there is no policy intervention. Nevertkcless, 53 and 32 percent of all traders
in LADD and BLADD deal in maize in substantial quantities (100 bags to over 10,000
bags) (Appendix 1). Thus, maize oriented policy or interventions arc important to them.

Table 7 Nuraber of Traders Dealing in Specified Crops

LADD BLADD

No. (%)* No. (%)*
Maize 33 62) 25 ()
Beans 39 (74) 10 29
Pigcon Peas 6 (1) 11 (32)
Rice 2 1) 0 o
Other Pulses 3 ©) 10 9
Other 12 (23) 8 (23)

* % of total number of traders, i.c, 53 in LADD and 34 in BLADD
Source: Traders Raseline Survey

FPrivate Trader Operations 41

The scale of operation indicated by the size of purchases shows that liberalisation has
opened up an opportunity for substantial operations. For example, a total of 14 traders
(16% of the total for both ADDs) transacted maize in quantities in excess of 1,000 bags.
At least Forty percent of those dealing in higher value crops, such as beans, pigeon peas
and other pulses, dealt in quantities in excess of 100 bags (sec Appendix).

The Incidence of Early Buying

Private traders practice early buying as an avenue of competition. They start buying
during the months harvest takes place, i.e., March, April and May, (79% in LADD and
70% in BLADD). This arrangement is attractive to farmers since it relieves them of
pre-sale storage. Further, the higher moisture content in the grains immediztely after
harvest (as compared to later) has a positive price effect.

CONDUCT, PERFORMANCZ AND POLICY RESPONSEC:

The behaviour of private traders can influence their profitability with respect to prices
and practices which influence production and consumption. The effects can influence
policy interventions.

Private Trader Behaviour and Price Effects

Price can become a complex variable to analyse. Private traders offer distance-weighted
prices, buying at or close to the farm-gate as compared to an ADMARC buying point.
There are also quality-weighted prices, as in the case of graded crops, including moisture
content. ADMARC has always aistinguished between producer prices (seasonal markets)
and depot delivered prices, dry season buying and buying by grade.

Distance-weighted producer prices offered by private traders have been observed in
Mzuzu ADD where, although no traders were actually identified during the survey, 2
number of private traders and intermediate users, ie., processors operate on a
large-scale®. The low population density in MZADD and the remoteness of some
large-surplus farmers, led purchasers to offer to collect from bulking points provided
transport costs were shared by the farmers. Farmers were receiving official producer

5 This information was collected througk interviews with ADMARC officials and the managers for the
Grain and Milling, and Chibuku Product Companies.
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institutions (Lavrijsen, 1974)°. The survey results do show that considerable buying
takes place directly from houschoids. This facilitates negotiating contractual prices,
Direct purchases from households arc indicated in Table 8.

Tablc 8. Source of Proriuce in 1989: Major Crops
(% of quantity bought)

LADD BLADD
Source Maize Beans  Maize Beans
Household direct 81 58 0 0
Local market 13 36 S 0
Other rural 1 1 74 39
ADMARC mit (closed) 0 0 14 43
Other s 5 12 18
Totatl 100 100 100 100

Source: Traders Bascline Survey

These results are significant in one important respect. It would be expected that
contractual buying arrangements would be more prevalent in remote areas with large
farm surpluses. For cxample, 79 percent of the traders in the remoter LADD said they
could buy enough produce. This compared to only 47 percent in BLADD. In BLADD,
traders prefer 10 buy at their own bulking peints, either temporary shelters or their own
premises, requiring sellers to deliver produce to these points to receive the official orices.
This, in effect, is a different manifestation of cost sharing. The trader incurs extra
transport costs by bulking and buying close to the scllers. The sellers, on their part, bear
the cost -- explicit or imputed -- of transporting the crops from the farm to the sclling
point.

There is somc cvidence to suggest that the private trader’s view of quality-weighted
pricing might benefit farmers more than official prices. For example, the volume of
ADMARC purchases of groundnuts plummeted down fiom 53,068 mt in 1986 to 629 mt

and 4,450 mt in 1989 and 1990 respectively. This is attributed to increased oil pro-essing |
capacity resulting in processors buying directly or contracting with buying agents. One
of the largest processors, Lever Brothers, offers colicction in the rural arecas at bulking .

points within 10km from main roads at guaranteed prices higher than ADMARC prices

¢ .
in fact, the Lavrijsen study showed that some facmers had vertically integrated into the
transportation and sale of their own produce, a manifestation of cost-shoring detween the different levels
of activity.
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for oilseed (now mainly sunflower sced)’. In 1988, they offered uniform prices for all
grades of groundnuts®,

The survey revealed that half of the private traders in LADD and BLADD buy hybrid
maize. It is high yiclding with 2dequate fertilizer but, in the past, has bzen less preferred
for consumption or storage than the local varicties’. Most of the private traders (66%
in LADD and 91% in BLADD) wou!d offer approximately the same price for hybrid
maize as for local maize. Access to ADMARC (26% of all traders) and direct sales to
consumers (21% of all traders in LADD and 17% in BLADD) facilitated immediate
selling after purchase, thus passing on storage functions to subsequent links in the
marketing chein.

Other Production Effects

The degree to which price effects, as a resolt of private trader activity, influence
production by raising defacto producer prices, depends on the price elasticity of
supply™.

Private trader willingness to buy hybrid maize, at prices comparable to those offered for
the generally preferred local maize, reduces the mizjor constraint to producing hybrid
maize. Higher yielding maize, particularly hybrid maize, is the major fertilizer intensive
crop utilising an estimated 70 percent of the total fertilizers used. Sales have been
increasing ver time from 51.1 thousand tons in 1985 to 104.5 thousand in 1990. These
figures in . ite increased usage with even better results expected from the introducticn
of high analysi; types. This, despite price increases averaging about 25 percent per
annum since 1987. ADMARC's <ontinucd willingness to buy hybrid maizc will likely
sustain private trader transactons for this crop which is assuming an important role in
the nation’s food security. Experience in 1991 indicates that ADMARC is reluctant to
make prompt purchases and payments for delivered producc (Kaluwa. 1992). This
places Traders dealing in hybrid maize in remote arcas at risk, lowering trading
incentives.

7 These are advertised in the newspaper and on the radio.
L - .
Interview with one contractor.

’ Kaluwa and Chilowa (1990) and Kaluwa et al. (1990). However, note that consumer tastes recemtly
have changed towards greater ucceptance.

' Kircher, Sing and Squire (1985) estimate Malawian own-price and cross-elasticities of smaltholder

| produce to be less than unity due to structural contraints (land, technology, etc.).
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The other possible production effects of private trader behaviour is related to inpyy
deliveries. ADMARC’s maintenance of their extensive number of markets has ensured
an equitable (and effective) subsidized input delivery system. Liberalisation of private
trading has not permitted private trader activity in this area, Initiating a system iy
reverse of maize producer pricing -- i.e.,, (ADMARC) depot delivered price differentialg
in reverse, could provide an incentive for private traders, especially those with their own
transport, to provide two way trading with the farmers. Even now, some private traderg
are selling inputs (9% of traders in LADD and 18% in the less remote BLADD). Ajf
of these traders expect cash payment for the inputs, making the seasonal credit system
facilitated by farmer clubs irrelevant.

Consumption Effects

Consumption effects of private trader activity can be analysed by examining the
destination of their purchases, Table 9.

The figures in Table 9 suggest that ADMARC is the main conduit for sales from the
more remote LADD. Seventy percent of the traders were rural-based, mostly from
within the Extension Planning Areas, while 19 percent were based in the major cities of
Lilongwe and Blantyre. Direct household sales account for less than 10 percent of their
purchases.

In the less remote BLADD, the situation is quite different. Export sales (mainly refugee
camps) are the most important outlet for maize while direct household sales are the
most important outlet for beans. The implications are that traders in LADD seek to
minimise their transport and storage costs by selling to ADMARC which administers the
official consumer prices.

Table 9: Destination of Purchases (% of quantities bought)

LADD BLADD
Source Maize  Beans Maize  Beans
ADMARC 81 68 5 0
Local households 7 1 15 61
Town households 1 3 0 0
Town Market 3 11 0 0
Processors 1 s 1 ]
Expont 0 0 3 0
Other 7 12 6 39¢
Total 100 100 100 100

Note * Mainly ‘other market’, 8-, local council markets and institutional demand.
Source: Traders baseline Survey
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rkets appear to offer private traders wider margins than those implied by the
ggi?alm:rices. Apll):rge majoril;{) of traders said that ?fﬁcia! buying prices were hlgh.cr
than open market ones (72% in LADD and 62% in BLADD) and_that the official
selling prices were lower (79% in LADD and 6§% in BL.ADD.). It is, therefore not
surprising that private traders prefer to base their transactions in m?rkel glaces (64%
of those in LADD and 79% in BLADD), where prices are not monitored'’.

Profitability of Private Trade

The survey results suggest that, given favourable supply and demand, privat.e traders can
buy crops below official producer prices and sell them above the official consumer
prices. However, the competitive behaviour practiced by private traders in thc. form of
early buying, uniform prices for different crop grades and remote area operations can
mean that defacto producer prices are not much lower and in fact may be more
altractive to farmers than the official floor prices at ADMAR.C l}uymg points and selling
later in the season. Baseline survey results indicate that a majority of traders do not feel
constrained by price regulations. This is more so in the remoter LADD than BLADD.

Table 10 indicates that private traders, in their year-round, operations often have to pay
more than the official price even in some remote areas. One qualification -- soon after
harvest, i.e., around March/April, the explicit prices in LADD may bc.lowcr, moisture
content not-withstanding. However, BLADD price are almost always higher than those
in LADD due to the supply and demand situation.

Table 10. Weighted Average Monthly Buying Prices of Maize (Kwacha/90kg)*

Month LADD BLADD Dif(BLADD-LADD
May 27.00 - -
June 22.50 22.77 0.27
July 2340 27.72 4.32
Aug 2295 26.10 3.15
Sept 25.11 72.00 46.89
Oct 25.20 3240 720
Nov 30.15 2052 -9.63
Dec - - -
Jan 3240 34.47 207
Feb 27.90 30.15 225
March - 31.50 -

Note: * The official producer price for 1989/90 was K23.40 per 90kg bag.
Source: Traders Monthly Survey.

"y igh consumer prices have been observed in a number of earlier studies, e.g., Mkwezalamba. (1989)
and Trivedy. (1988).
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In additional to minimising transport costs, traders have also sought to enhance thejy °

profitability by not undertaking significant storage activity. Seventy-two percent and 59
percent of the traders in LADD and BLADD respectively sold their produce
immediately after purchase. Modal lengths of storage is up to two months (43% of
traders) in LADD and up to one month (71%) in BLADD. Much of the storage is
likely associated with bulking while awaiting transport rather than for speculative
purpose. The destination of sales corroborate this view.

Existing opportunities (in terms of prices and volumes of transactions) and the adaptive
behaviour of the majority of private traders made them better off currently (75% in
LADD and 73% in BLADD) because of generally more profitable operations (60% in
LADD and 65% in BLADD). This despite the fact that most considered trading more
competitive than before (79% in LADD and 73% in BLADD).

Profitability has extended traders adaptive behaviour to investment as summarised in
table 11. Forty percent and 56 percent of the traders in LADD and BLADD
respecfively had made relevant investments mostly in the form of transport and storage,
Forty percent had invested less than K1,000. A few had invested substantial sums of
money (over K10,000). The failure to invest was associated smaller-scale traders. The
storage behaviour and residential status shown imply thzt investments in storage were
associated with short-term storage in rural locations. Traders may avoid substantial
investment if hired means of transport is available and as immediate sales continue to
be facilitated by demand pressure,

Table 11: Trader Investment Patterns (No. of Traders)

Total value LADD BLADD

of Investment

(K) No. Type* impl**  No. Type* Impi**
1234 1234

<500 7 4300 3 6 3111 5

500-999 3 0202 1 0 06000 0

1,000-4,999 S 2201 2 7 3202 7

5,000-9,999 3 0310 1 1 0100 1

10,000+ 3 1110 (] S 2310 5

Total 21 71123 7 19 8723 18

Notes: * 1 = transport; 2 = storage; 3 = buying premises 4 = other. ** Fully implemented.
Source: Traders Baseline Survey

:
fp}

Private Trader Operations
Policy Responses®

ADMARC remains the major vehicle for implementing policy related to national a;
houschold level food security. ADMARC has not been passive in the face of potenti
competition from private traders in production, distribution and consumption.

The major issues at the production level are the maintenance of incentive prices and :
effective input delivery system. The official prices set by the Ministry of Agriculty
attempt to maintain a balance between food and cash crops given the land constrai
Capital-intensity, through higher uptake of improved seasonal inputs in the form of sec
fertilizer and pesticides, is seen as a major area of focus for improving production.

Thus, the government has retained a fertilizer subsidy at 25% of landed cost despit
pressure to climinate it.  ADMARC still sees itself as the dominant actor in inp:
distribution. The apparent reluctance of private traders to deal in inputs seems to justif
this view, at least in the short-term. This issue had been at the centre of continuin
debate concerning ADMARC’s withdrawal from seasonal markets with low annu:
throughputs. The Ministry of Agriculture has used its powers to continue regulatin,
private trader activity at the distribution level through entry licensing requirements an
restrictions on trading certain crops.

The licensing requirement is largely ineffective due to lack of policing and the reluctanc
by private traders to submit the required monthly returns on their operations. Th:
objective of these returns, i.c., to monitor the operations and crop movements, is no'
being fulfilled. The decline in the number of licensed traders is thought to be :z
reflection of some traders opting to operate without licenses rather than an actua'
decline in the number of traders.

Private trader purchases of groundnuts in 1989 was suspended because the high prices
offered in the previous years had resulted in very low ADMARC purchases. This
threatened the production base because ADMARC could not buy enough seed. Exports
of locally consumed pulses were banned in mid-1988. The export ban was due to poor
production and is still in place.

The Ministry of Agriculture and ADMARC currently seems to be thinking of reopening
the closed, high cost markets to facilitate food distrubtion and input dclivery. A survey
of households indicated a majority (63%) in the worst food-deficit area, BLADD,
depended on ADMARC as a source of food after they had depleted the own stores
(Kaluwa and Chilowa. 1991, Appendix VI). The closures particularly affected BLADD

2 . PN . . . - .
Some of the information in this section was obtained from interviews with a semior ADMARC
official in 1990 and interview with the Ministry of Agriculture (Marketing Section) in September, 1991.
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where one arca (Phalombe) had 24 markets closed out of a total of 125 market closed Maize is the staple food crop in Malawi. The government considers the crop to be
country wide (Evans et al. 1989) Evidence presented earlicr indicated that private strategic and feels that it should not be imported or exported. The government has
traders in BLADD are generally reluctant to sell maize to ADMARC or to households, taken over from ADMARC full responsibility for the 180,000 ton central maize reserve
Thus, for ADMARC to fulfil its role as scller of last resort, it might need to import silos located in Lilongwe. This capacity represents about 13 percent of average
quantities from other areas. This is costly and requires effective coordination, Kaluwa production in the last three years and equals about 90 per cent of ADMARC’s purchases
has documented ADMARC transport contracts shipping maize from remote areas to a in 1989/90, a record crop year. The government has never used the strategic stocks or
main depot only to reverse the process the following week. ADMARCs stocks to deliberately stabilise maize prices in the market except incidentally
in the case of emergency food distribution. Implicit subsidies are present due to
However, household food security is not the sole consideration of the government’s pan-territorial pricing and the cost of distribution to the remoter areas from centralised
distribution policy. Diversification of smallholder crop production is an agricultural policy storage facilities.
objective under the Structural Adjustment Programme. The houschold survey revealed
that households which could not access food on the market, especially in the remoter The current refugee situation has provided Malawi the opportunity to dispose of
ADDs, traded labour for food and grew supplementary food crops. These households unwanted stock carry-overs. However, a long-tcrm increase in supply would require
were risk-averse with respect to specialisation in higher-value cash-crops (Kaluwa and diversification of maize consumption.
Chilowa. 1991; Kaluwa, 1990).
CONCLUSION

Private traders have not been a substitute for ADMARC’s input delivery system. This
system is not only associated with subsidies, but also dispenses seasonal credit through This study has presented evidence that private trader activity, especially after
farmer clubs. ADMARC’s continued monopsony in the purchase of cash crops liberalisation, has introduced innovative pricing behaviour which has offset the
facilitates the recovery of credit from farmers’ proceeds. However it is difficult for the restrictions imposed by the official pan-territorial and pan-seasonal prices. Purchases
government to restrict credit availabilty only to those farmers who grow cash crops. in some remote surplus producing areas has been made feasible through transport
Thus, when farmers sell their produce to private traders, credit recovery must include cost-sharing prices. On the other hand, innovations such as carly buying of crops (with
other forms of guarantees such as the use of the farmers’ clubs or systems under a higher moisture content) and the buying of different crop grades at uniform, higher than
village (MUDZI) Fund project. official prices have given private traders a competitive edge against ADMARC,

. ] benefiting the farmers. However, official price regulations have contributed to the
Private traders participation, with their pricing flexibility and ability to trade large reduction of iransactions in well-defined market places where prices are monitored.,
volumes of crops, have made official prices respond to market-determined prices. The
low levels of ADMARC purchases experienced since 1987 forced this adjustment. This Private Traders exhibit a general reluctance to deal in inputs, However, some activity
adaptive pricing behaviour is the hallmark of true competition and is a significant in the less remote areas on a cash basis is devcloping.

Private traders in the more remote areas tend to sell their produce to the nearest

Another recent innovation with regard to the official price for maize allows private ADMARC depot to maximise profits. Those in high demand areas sell directly to
traders to sell maize at prices higher than ADMARC consumer prices. This is to consumers at higher than official consumer prices. Another profit enhancing adaptive
provide an incentive for private traders to: (a) offer better producer prices and buy behaviour is the minimisation of storage to only that associated with bulking operations.
more, (b) penetrate the remoter areas, or () buy from ADMARC and distribute the This has been possible because of high demand pressure and the fact that the official
maize, and (d) by-pass ADMARC and sell directly to consumers, However, | pricing system does not provide an incentive for incurring interseasonal storage costs.

ADMARC may be using (a) and (b) above to reduce its own role in maize transactions

to enhance its financial position by reducing the cross-subsidies associated with the crop. The vigour with which private traders have responded to liberalisation has exerted
This would put it in a stronger position to subsidise the input delivery system which sufficient pressure to invoke adaptive intervention affecting production and consumption.
contributed to ADMARCs losses in the mid-1980s. Private trader response and its The poor supply response, resulting from structural constaints, is being addressed by
mmpact on ADMARC’s ability to purchase it needs for depot sales and the government’s ! maintaining an input subsidy and the existing imput delivery system through ADMARC.
Strategic maize reserves will need to be monitored. i This has led to the reversal of the carlier decision to close some of ADMARC's seasonal

markets and increased their operating costs. This will facilitate food distribution to some
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areas where private traders have been reluctant to enter. The assured availability of

food on the market is likely to play an important role in persuading smallholder farmers
to orient their cropping patterns more towards cash-crops, reducing the importance of
subsistence production.

Interventions influencing distribution and consumption have included bans on the export
of certain food crops and the suspension of purchases of others in response to available
supplies. It also appears that official prices are becoming more responsive to market

pressure. Official consumer prices are now being manipulated to assist private traders
achieve objectives such as increasing their role in maize purchasing and distribution.

The combination of liberalization with selective interventions may continue to be

necessary to produce desirable trader behavior. Simultaneously, government should not
over-react against private traders such as those that seemingly violate floor prices but
implicity generate income effects. Farmers producing surpluses will prefer sharing
transport costs while selling to private traders for cash rather than facing the
procurement difficulties being experienced by ADMARC.

More positive measures may be necessary in redressing constraints to private traders
participating in the input delivery system. Investment, where it is deemed necessary, e.g.,
for local (i.e., rural) interseasonal storage, would need to be supported by permitting
official prices to vary interseasonally. Private trader participation can derail important
gains that have been made with respect to the input credit recovery. This makes it
important to explore recovery channels other than recovery from sales to ADMARC.
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APPENDIX ZAMBIA’S MAIZE POLICIES;
CONSEQUENCES AND NEEDED REFORMS

Appendix 1. Crops Transacted and Scale of Operation Number of Private Traders

BLADD J. McKenzie & Chenoweth'

No of Bags Beaus Rice Other Other
Pulses

THE POLICIES *
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Indicated
<25
2549
50-74
75-99

100-499
500-999

1,000=4,000
5,000-9,999
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w

In value terms, maize is Zambia’s second most important economic commodity afte:
copper. From a social and political perspective, it is even more important than copper
Half of Zambia’s working population produce it; the other half rely on it I~r.most o
their caloric intake and spend a large share of their disposable income buying it
Policies to support the maize subsector now cost the Government at least 15% of it's
annual budget. The policies described here are divided into production, marketing, anc
consumption. However, policies in each category may impact on persons or businesses
in each of the other subsectors.
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Total
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PRODUCTION POLICIES

Maize production in all parts of Zambia is mostly small-scale, with farmers producing
maize for themselves and for about four million urban residents mostly located in
Lusaka and Copperbelt. The government traditionally set producer prices, supported

agencics authorized to buy the farmers’ maize, and supplied improved seed and fertilizer
Indicated on credit to as many small-scale producers as possible. Both fertilizer, which is the major

Not

cash outlay for small-scale producers, and the credit system have been heavily
subsidized.
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The Production Sector

Maize dominates Zambian agriculture utilizing 70% of the land under cultivation ang
providing 90% of the cash receipts of small-scale farmers. In 1989/90, 468,000
small-scale and emerging producers accounted for 81% of the maize produced and 69%
of the maize marketed, Table 1.

Table 1: Basic Statistics on the Maize Crop for 1989/90

l Type of No of

Grower Growers

Production
(000 bags)

Arca (ha)
Planted

Ave Yicld W
(bags/ha)

2,015 31.0

Commercial 2,504 64,950

Institutional 14,140 217

Emerging 214,820 175

" Small-scale
Total 472,869

469,370 129
763,280 159

Expected Sales
(000 bags)

Commercial 1,713

Type of
Grower

I Institutional 289 16

I Emerging 2425 1,338
Small-scale 2,680 4% 3375

Total 1107 59% 5,041

Small-scale farms dominate the sector numerically but have low productivity. These
farmers cultivate less than two hectares using family labor and simple hand tools. They
produce primarily for subsistence with small marketable surpluses. Crop yields under
this system are low, with farmers producing about ten bags of maize per hectare (a bag
weighs 90kg).

The numerically small but highly important commercial farm system is comprised of
about 2500 units, including about 700 fully mechanized large-scale farmers who cultivate
an average of 70 hectares. These commercial farmers reccive 30 percent of the
marketed value of maize and 65 percent of the value of the other marketed agricultural
products. Production under this system uses a range of inputs and is characterized by
high yields -- 30 + bags per hectare for maize.

Consequences and needed Reforms s

Emergent farmers make up about 12% of all farm households. They cultivate a
average of 3 hectares using hand tools and labor together with oxen, hired tractors, ant
modest amounts of purchased seed and fertilizer. These farmers produce for the marke
and obtain higher yields than traditional farmers. Their average maize yield is abou §
wenty bags per hectare. These farmers together with traditional farmers, produce about
70 percent of the value of marketed maize and 35 percent of the value of the other

marketed agricultural goods.
Producer Price Policies

The producer price for maize traditionally has been set by government. It is the same
in all parts of the country (Pan-Territorial) and throughout the year (Pan-seasonal).
However, since most producers sell their maize between July and October, pan-seasonal
pricing may not be of major consequence. The purchase price for the crop to be. planted
in November and December is st the preceding June using a cost of production formula
consisting of a weighted average of the costs of three different types of producer. For
the last three years inflation has made these prices out-of-date by harvest time. In two
of the three years, they were adjusted upwards to reflect inflation.

The producer prices for the last three years have been;

[$69/mt]
[$79/m¢t]
{$119/mt])

1989 K125/bag (adjusted from K1(8)

1990 K284/bag (not adjusted)
1991 K800/bag (adjusted from K500)

A producer price of K1200/bag has been announced for 1992. This may be further
increased for changes in-the value of the Kwacha between now and harvest. If so, it will

represent $178/mt at official exchange rates and will be the highest real price paid to
producers for many years.

Until this year, the producer price was supported by the purchase of all maize by the
official marketing agency. This year, other buyers were allowed to buy maize from
farmers with the Cooperatives and parastatal mills paying the official price. Thus, the
producer price becomes a floor price as long as the Cooperatives and mills have funds
to buy maize.

Fertilizer Policies

Zambia uses about 200,000 metric tonnes of fertilizer annually. A large share of this (i.e,,
about 70%) is applied to maize. Fertilizer prices are set by government each June and
are regionally and seasonally uniform. Nitrogen Chemicals of Zambia's (NCZ) large
fertilizer factory at Kafue has never operated near capacity and most of the fertilizer is
imported in compound form. Most of the raw materials for the NCF plant also are
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imported. Fertilizer has been heavily subsidized by government. There have beeq
attempts to reduce this subsidy and current plans call for it’s elimination. Fertilize,
prices for compounds used for maize have been:

1988/8¢ K 85/bag
1989/90  K390/bag
1990/91  K500/bag

[$170/mt]
[$390/mt)
[$250/mt]

controlled by a parastatal (ZAMSEED) which normally operates
profitably. How.ever, in 1990, ZAMSEED, like NCZ, had to advance szed (o retailers
without appropriate arrangements for payment.

There has been. an active .plant breeding program to develop new varieties and hybrids
1ons. ZAMSEED presently offers 10 different types of maize
for use by producers. Yield potential for these ranges from 40 to 38 bags/hectare.

Credit Policies

The government provides financial support to thre= lending agencies (Lima Bank,
CUSA, and ZCF Fina.ncc Services) which collectively previde credit to about 120,000
is credit account for about 35% of

fertilizer) thron_lgh a Purchase Orvler system. For the L+ three years. the government has
encountered dnfﬁc.ulty in funding the credit system aad has resox:: to various special
measures, (including "credit-in-kind" programs), to ensure the availability of ‘inputs to
credit agency clients.
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Interest rates charged by commercial lenders servicing the commercial farm sector are
controlled by government through the Bank of Zambia. These rates are currently less
than half the rate of inflation estimated to be over 100% annually. Interest rates charged
by the three small-scale farmer lending agencies are set by their own Boards with rates
significantly below these set by the BOZ.

Other Production Policies

Inputs other than seed and fertilizer are supplied by the private sector but are used
relatively little by small-scale farmers. Imported chemicals and machinery carry with

them the implicit foreign exchange subsidy resulting from an over-valued currency. Seed
and fertilizer distribution was dominated by NAMBOARD and, more recently, by the

Cooperative Unions. However, given the precarious financial condition of the Unions,
both NCZ and ZAMSEED are trying to find others to retail their products.
Government has endorsed this action.

Zambia’s low level of land usage reflects available production technologies, the level of
producers’ skills, the economics of location, and past government policics. Land in
Zambia is divided into state land, reserves and trust land. Representing 6 percent, 36
percent and 58 percent of the total respectively. The 1975 Land Act abolished the
ownership of land and converted owned land into statutory leasehold (i.e., now state
land). When leasehold land changes hands, improvements are valued and sold, and the
leasehold is trar_ferred from one leaseholder to another. The leasehold periods range
from 14 to 100 years. The constraint of land tenure on agricultural production is
considered to be minimal on leased land due to the long term nature of leascholds.
Land tenure on non-leased land (i.c., trust land) is considered to be a major constraint
as the farmer does not have security of tenure and the land can not be used as loan
collateral.

There is an extensive system of extension officers in the Ministry of Agriculture but they
are poorly-equipped and supported. The extension service promoted the production of
maize widely across the country during the 1980’s.

Impact of Production Policies

Maize production in Zambia has changed since pre-independence. The production of
maize for market was dominated by commercial farmers located along the line-of-rail
and in closc proximity to the Lusaka and Copperbelt markets. Maize was grown
throughout the country, but many producers produced only for their own needs. In
some regions, cther crops such as cassava, sorghum, or millet were dominant. Maize is
much more widespread now and other cereals are not as important. Commercial
farmers also are more diversified and maize is only one of several crops they produce.
Still, maize accounts for about half of their crop area. Commercial farmers have
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increased their production of market demanded livestock, especially poultry and beef,
The former competes with the human population for maize grain while the latter has
competed successfully with maize for land.

Growth and Location

During the 1980’s, Zambia experienced significant expansion in maize output, Table 4,
Maize production varied from year to year mainly due to weather but also duc to policy
changes. Since irrigation of maize has not been economic, except for seed and specialty
use (i.e., green maize), yields have been highly dependant on rainfall and all is harvested
in the period from May to August.

Table 4: Maize Production, Marketings, and Retentions for the years 1982/83 to 1990/91

Year Production Bags Marketings Bags Retentions Bags

000 000 000
82/83 5902
83/84 9,686 6348 3,338
84/85 7,07 5401
85/86 3,066
86/87 1296
87/88
88/89 20,500
89/90 12,140 4,900

90/91est. 16,087 9,000

Maize production and marketings in the late 1980’s on average, were, substantiaily higher
than in the early 1980’s. Nineteen eigthy-seven/eighty-cight was a record production year
because of good rainfall. It was followed by record plantings and a very good crop in

1988/89. In 1989/90, both area and yields were down, production declined to 12.1 million -

bags, and marketings fell to less than five million bags the lowest in the 1980's. In
1990/91, area planted declined but yields (except Southern Province) appear good so
production will likely be close to national requirements.

N
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The effective demand for marketed maize is in the four line-of-rail provinces (especially
Lusaka and Copperbelt) where production has been growing more slowly than
requirements. While there is potential for expanded output in this region, maize is
currently not competitive with other crops and livestock with liberalized markets.

The existence of large areas of good quality, undeveloped land and the potential for
economic yield increases on existing cropland, substantiates Zambia's potential to expand
maize production. This can be done while diversifying farm production and increasing

the output of other commodities.
Producer Incomes and Costs

Government policies have benefitted small-scale and emerging producers, in locations
remote from major markets. (There are very few commercial producers in these
Jocations.) Uniform regional pricing in combination with the fertilizer subsidy and the
subsidy on maize marketing have been key policies. Farmers close to Malawi and Zaire
have, through unauthorized trade, received prices existing in those countries. Since these
farmers receive fertilizer and credit subsidies, they may be better off than under a free
market. Some also benefit from the illegal cross-border trade in subsidized fertilizer.

Prices Received vs Market Prices

To compare prices received by farmers with those they might have received in an open
market, import replacement prices in the range of $200 to $300/mt have been translated
into in Kwacha/bag for exchange rates ranging from 25:1 to 100:1, Table 3. These
import parity prices are relevant at the mill door, not at the farm gate. Market prices
for producers supplying urban centres must be adjusted for transport costs (currently
about on¢ Kwacha/bag/km) and other marketing charges. All producers received less
than import parity in 1989 and 1990.

Table 3: Import Parity Prices of Maize (K/bag) for a Range of Landed Costs ($/mt) and Exchange
Rates

Exchange Rates

50:1 75:1

K900 K1350

K1125 K1687

K1350 K2025
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It is widely-accepted within Zambia that the ofticial producer price is a fair price for
Zambian producers at the time it is announced. In fact, the formula for deriving it has
been endorsed by the Commercial Farmer’s Bureau. This appears to be due in part to
the cost reductions attributable to subsidized fertilizer and credit. Still maize should be
priced higher in order for it to compete with other commodities which were liberalized
several years ago. These commodities receive a more attractive price because they are
grown closer to urban markets or are exported.

Maintaining the Kwacha at overvalued levels further accentuates the difference between
a free-market price and the official producer price. Last year producers were receiving
K284/bag while the import parity price (at the mill) was K1500/bag based on an
equilibrium exchange rate.

Zambia has been in a maize surplus position in two of the last ten years with export
rather than import prices providing the relevant comparison. Zambia stands to receive
substantial premiums above World market prices because of the regional preference for
white maize and the high transport costs throughout this region. When Zambia was
officially exporting maize, it received prices between $150 and $200/mt.

High maize transport costs within Zambia, the rapid increases in costs, together with
pan-territorial and pan-seasonal pricing, has resulted in marked differences between .ie
official price and what a free market would be expected to generate. This has meant
that some producers have reccived higher than frec market prices while many others
have received substantially less. Delayed payments for maize with no compensatory
interest payments, together with the rapidly depreciating value of monies received, also
have effectively lowered the producer price.

Producer price policy has worked 1o the disadvantage of all farmers close to the urban
areas. Many commercial farmers, small-scale and emerging farmers in Southern, Central,
Lusaka and Copperbelt provinces within 300 km of large-scale mills, would benefit from
free market prices. These benefits likely would exceed the current value of credit and
fertilizer subsidies making maize production competitive.

Maize production in Zambia is not particularly efficient. Small-scale and emerging
producers have iow yields per hectare and are not able to cultivate large areas of land
because of labour and capital constraints. Commercial producers, in spite of government
fertilizer and exchange rate subsidies, do not find maize production very attractive. Cost
studies suggest that commercial farmers have higher costs than emergent producers.
Although largely mechanized, most commercial farmers do not cultivate enough land to
reap the full economies of scale associated with mechanization. Most employ large
amounts of labour in spite of their heavy investments in machinery. Good returns to
commercial maize production in Zambia are more likely to arise through commercial
ingenuity or good luck than through improving production efficiency. Thus, government
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policies have not contributed to improving economic efficiency among producers and
may have distorted comparative advantage in production. This has important im plications
for liberalized interregional trade and for Zambian consumers,

Viability of Input Suppliers

Both ZAMSEED and NCZ are heavily in debt and cannot sustain operations. Last
year’s credit-in-kind program advanced more than one billion Kwacha worth of seed and
fertilizer to farmers through the Cooperatives without arrangements for payment.

Cooperatives, the main retailers of seed and fertilizcr, will not be able to buy seed and
fertilizer for this coming season. Zamseed has been having more success in attracting
dealers than NCZ. Fertilizer, which is a bulky commodity and must be stored for several
weeks at the beginning of the rainy season; has not been profitable for many of the
Cooperatives. More retail price flexibility is needed to attract dealers,

There is little private sector supplying of seed and fertilizer to farmers beyond the four
line-of-rail provinces. If other areas are to be serviced, cither the Cooperatives or state

shops must be involved.
Viability of the Farm Credit System

The commercial component of the farm credit system is economically viable but suffers
from an excess demand for funds at current interest rates. Increasing producer prices for
maize to more competitive levels will further increase the demand for funds, but will do
nothing to cxpand the supply of funds for lending. However, the capacity of commercial
farmers to finance their own operations could improve.

The small-scale farmer credit system is not cconomically viable with requirements
estimated at two billion Kwacha this year. The losses would be even higher if fertilizer
were not being subsidized. All three of the small-scale farmer lending agencies are
incurring both operating and capital losses. Operating losses arise because of the high
costs of lending to. small-scale farmers -- capital losses arisc because of low rates of
recovery and negative real interest rates. They reccived one billion Kwacha in 1989/90
through the credit-in-kind program. In 1990/91, they received another billion. Even with
these inflows, they will have only one billion Kwacha of their own to re-lend for
1991/92. About 90% of the lending is for maize production. This constitutes a further
fertilizer subsidy.
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Public Costs in Support of Production

Production support of Zambia’s maize subsector appears in several components of the
GRZ budget including:

- the fertilizer subsidy

- grants to the three public lending agencies, and

- research and extension.

Fertilizer subsidies for the last three years were:
1988 K206 million
1989 K357 million
1990 K549 million

Since 70% of the fertilizer is used for maize, most of these cxpenditures can be
attributed to the maize subsector. Commercial farmers reccive a large share of the
maize-related subsidy because of their heavier fertilizer application rates. They reccive
virtually all of the fertilizer subsidy for those fertilizers used on other crops and are in
a position to make further substantial savings by buying fertilizer just before the annual
price increase. The government fertilizer subsidy, coupled with the implicit exchange
rate subsidy, has resulted in substantial over-use of fertilizer on commercial farms
without achieving economic application rates on small holdings.

The fertilizer subsidy budget for 1991 is K1,853 million, out of which it must pay for
subsidies incurred in the 1990/91 crop year. The subsidy rate was originally approved at
K225/bag, then revised down to K183/bag. However, because of rising costs and
depreciation in the Kwacha, NCZ claimed in early 1991 that a subsidy of K541/bag was
required since prices had remained pegged at about K500/bag. Depending on the final
resolution of this issue, there may be little remaining funding to pay for this year’s
subsidy of K500/bag.

The government’s contribution to agricultural credit (through Lima Bank, CUSA, and
ZCF Finance Services) is not budgeted as a subsidy but is not recoverable, Table 5. The
high cost per loan, low recovery rates, and inflation in input costs has resulted in the
budgeted amounis in Table 5 not being adequate to maintain the small-scale farmer
lending program. One billion Kwacha has been necessary in each of the last three years
to ensure that farmers get inputs to plant maize.

Consequences and needed Reforms

Table 5 GRZ Budget Costs (million Kwacha) in Support of Small-
scale Farmer Lending Agencies

Program 1988 1989 1990

CUsA 16 28 44 192

ZCE/FS 0 85 734 420
Lima Bank 130 130 4954 4633

Total 216 1865 6128 10753

The costs of the agricultural research and extension system do not appear excessive,
World Bank and MOA evaluations would suggest that public support may need to be
increased and the form of the activities modified. These costs will have to be born by
the government although therc is some potential for funding maize breeding from seed
sales. Zamseed has used profits for this in the past. Donors are significant contributors
to maize production, through Zamseed, donations of fertilizer and financial support to
t:c farm credit system.

MARKETING POLICIES

Marketing of maize is a substantial and high profile activity in Zambia. It includes:

- the purchase of more than half of the total harvest from producers between
May and December;

- the movement of this maize to safe storage before the onset of the rains in
November or December;

- the regular monthly distribution of adequate supplies to large-scale mills
(mostly in Lusska and Copperbelt);

- the processing of the maize into meal, livestock feed and beer; and,

- the distribution of the meal to retail shops (both private and state-owned).

In contrast to the government’s support of the private sector’s role in maize production,
government, through various agents, is the main player in maize marketing.

NAMBOARD

Until 1989, NAMBOARD was the,government’s main instrument for maize markcting.
The National Agricultural Mark&(ing Act of 1969 established NAMBOARD as a
parastatal. NAMBOARD replaced the Grain Marketing Board and the Agricultural
Rural Marketing Board created at independence in 1964. These boards had scrved
farmers along the line of rail and farmers in remote areas respectively. The two boards
were vestiges of the colonial dual marketing system, one serving European settlers and
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one serving African producers. NAMBOARD was charged with the following functions;

- monopoly purchase, storage, sale, import and export of maize;
- purchase cotton from line/of/rail producers and subsequently, producers in the
Eastern Province;
- monopoly on distribution and sale of fertilizers and other agricultural supplies
except seed;
- beginning in 1970, market fruits and vegetables as residual buyer, wholesaler,
retailer and monopoly importer.

NAMBOARD was beset with a number of problems which included:

- inadequate definition of its responsibilities;

- inadequate number of skilled staff to handle its many activities;

- inadequate cost accounting; and

- logistical problems including:
> late arrival of fertilizer and seeds,
> improper types and quantities of seed and fertilizer being dispatched to depots,
> agents or depot workers not being present to receive farmers’ crops,
> late payment to farmers due to delay in the release of government subsidies,
> late procurement of empty grain bags, and
> inadequate transport.

These problems caused the Government to transfer responsibilities for certain functions
to other organizations and ultimately, in 1989, to dissolve NAMBOARD. At the time
of dissolution, NCZ was assigned responsibility for fertilizer importation and distribution
while the cooperative system was allocated the responsibility for maize marketing,
Ownership of many of the assets of NAMBOARD remains in question.

The Cooperatives

The cooperative system is a creation of government and has received a great deal of
government support. The system consists of four distinct tiers and a few supplementary
cooperatives. Zambia Cooperative Federation (ZCF) is the national apex organization.
The next tier consists of nine provincial cooperative unions (PCUs). The third tier
consists of thirty-two District Cooperative Unions (DCUs) while the fourth includes 1400
primary societies. The supplementary cooperatives include such organizations as ZATCO
anq Zambia Farmers Cooperative Society. These supplementary cooperatives provide
various services for their members, typically commercial farmers. Supplementary
cooperatives are usually not involved in maize marketing or fertilizer supply.
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In theory, the PCU:s and the supplementary cooperatives control ZCF while the primary
societies control the DCUs and the DCUJ5, in turn, control the PCUs. In practice, the
primary socicties and the DCUs are financially weak and dependent upon the
Governecnt, ZCF and the PCUs. ZCF, as the national apex organization for the
Cooperative system, was registered in 1973. Due to delays in receiving technical and
financial assistance, ZCF did not become operational until 1976. ZCF is owned by the
nine PCUs and six other organizations that utilize its services. There are some 500,000
members in 1,400 grassroots primary cooperative societies served by ZCF.

Input supply and maize marketing have been ilie main functions of the Cooperative
system, first with NAMBOARD and, since 1989, as the major player. The primary
societies serve as local collection points for crops and distribution points for inputs.
Either the PCUs or DCUs actually hold title to these products, are responsible for
financing and receive subsidy payments. Many PCUs havc been attempting to transfer
maize and fertilizer responsibilities to DCUs while diversifying into other activitics.
ZCF's main roles have been in interprovincial transport, international trade, and
managing the Maize Reserve.

Marketing Subsidies and Loan Guarantees

The marketing of maize has long been subsidized by government, first through
NAMBOARD and more recently through the Unions and ZCF. The subsidies, at onc
time, covered most of the marketing costs. Millers were able to buy maize from the

marketing agency for little more than the producer price. The subsidy on
within-province marketing now has been removed and only the interprovincial movement

of maize and the Maize Reserve are subsidized.

The government also ensures the financing necessary to buy the maize crop. The
government has guaranteed loans made to the Cooperatives by the commercial banks.
Since the Cooperatives took ‘over marketing from NAMBOARD, difficultics were
encountered in 1990 and 1991 because the government ran out of funds. The
government now is making funds available directly to the Cooperatives while mills are
buying current operating stocks directly from farmers.

Storage Policies

transferred to the Cooperatives, along with major storage facilities when NAMBOARD

NAMBOARD was responsible fo%off-farm storage of maize. This function was
was dissolved. These facilities, condtructed by government or donors, remain with the

government. However, any large-scale maize-holder has the right to their use. Thus far,
no charges have been levied for the use of storage facilitiecs. NAMBOARD, as:d then
ZCF, were responsible for the maintenance of these facilities.
discontinuing this service since it receives no revenue from it.

ZCF is currently
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The Cooperfnives have indicated that there is a shortage of storage facilities in outlying
surplus provinces. Government’s current policy is to expand storage by annually allotting
funds for constructing storage. Storage consists of a mix of silos, sheds, hardstanding,
and temporary facilities (poles and tarpaulins). Some facilities are used for both maize
and fertilizer while many are used exclusively for maize. Virtually all of the marketed
maize must move into commercial storage before the rainy season commences.

Into-mill Prices for Maize

Th.c into-mi-ll price for maize, like the producer price, is set by government. It too is
uniform regionally and normally stays constant for one year. It is a compromise between
what !he government would like to see, (in order 10 keep meal prices low), and what it
feels it can at.’ford in terms of marketing subsidics. There has been a great deal of
pressure to raise the into-mill price to reduce marketing subsidies. The into-mill prices
for the last three years have been:

Ki60/bag  [$89/mt]
K442/bag  [$123/mt)}
K1100/bag  [$163/mt]

(The above dol.lar eql.livalc.nt values are based on exchange rates at the time the prices
were se(): An .mto-md.l price of K1800/bag [or $264/mt] has been announnced for May
‘11‘9:9;112. It is at])(ellev:d that this will be further increased as the value of the Kwacha
nes, making the 1991/92 price roughly equivalent to cutrent i i i
pocines, | 8! ughly eq ent import prices for maize

1989/90
1990/91
1991/92

Milling Policies

Large-scale mills produce two products for human consumption, breakfast and roller
meal. The former is more higliy refined and is a preferred product in most urban areas.
lt.accm_u!ts for 60% of mill sales. In 1986, a perceived lack of private sector compliaice
wu!n pricing policy.changes resuited in all of the large-scale, privately-owned mills being
natnonallz.ed. Two parastatals now control most of the milling industry while
Coaperatives operate a few smaller mills in outlying towns.

The government has r.coently support.d the widespread introduction of kammermills in
rural areas. These mills operate on a fee-for-service basis and faciiitate maize being
grou.nt.i close to where it is produced. Hammermill operators do not receive the same
subsidies received by producers of breakfast and roller meal and few operate within
urban areas.

Consequences and needed Reforms
International Trade Policies

At present, exports of maize and maize meal are officially controllcd by government,
exports are only permitted when national surpluses exist. NAMBOARD, and more
recently ZCF, have been the only official agencies authorized to engage in the import
or export of maize. Parastatal mills have exported meal when permitted. The partial
[iberalization of the maize market in September 1990, permitted farmers producing more
than 10,000 bags of maize to export 50% of the excess. This dccision was reversed
before the 1991 harvesting season because of an emerging maize dcficit.

Control of an export ban is extremely difficult given the strong demand for maize and
meal in neighboring countries and the nature of Zambia’s borders. Imports must usually
be subsidized to keep into-mill prices at the pre-determinzd level. Donor assistance is
often required to generate foreign exchange as was the case with imports from
Zimbabwe in early 1991. However, the government itself has had to find the foreign
exchange for maize imports planned for the coming rainy season.

Other Marketing Policies

Grain Bags - Most of the maize is marketed in 90 kg bags -- relatively little is handled
in bulk. The maize is stored by the marketing agent in the same bags in which it is
received from farmers. These bags are later removed from storage and shipped to the
mills. The prices and terms of sale of grain bags to farmers have been set by
government although this policy is now being phased out. When maize marketing was
a NAMBOARD or Cooperative monopoly, bags were provided to producers on credit
and a service charge was deducted for the use of the bag. Foreign exchange for the
importation of grain bags continues to be allocated to only one supplier - ZCF.

Weighing and Grading - Maize was purchased from farmers on the basis of grade and
cfforts were made to weigh all bags of maize bought until 1986. However, in 1986
grading was abandoned and the weighing of maize purchased from farmers also has been
discontinued. Maize delivered to large-scale mills is weighed and the supplier is paid by
weight. Additionally, maize is typically divided into three categories:

- fit for human consumption;

- fit for brewing or livestock feed;

- unfit -- must be destrsyed.

Maize Reserve - The govel élcnt has had a policy to maintain a Maize Reserve of 2.5

wiilion bags. The Maize Réserve has never reached this amount because of lack of
“unding. Tn 1990 funds were made available for ZCF to purchasc 2.5 million bags for
the Reserve. Some of the maize purchased was resold to mills within a few months. This
made funds available a few months sooner and enabled GRZ to pay transport subsidies
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Transport rates for maize and fertilizer have been set by government on the basis of
data provided by the Trucker’s Association and Contract Haulage (another parastatal),
Rates vary by length of haul but not by road conditions. They are usually fixed for one
year but, with rapid inflation, more frequent adjustments have been made,

Roads Rfual roads, critical for the movement of maize from outlying areas, are
generall‘y.!n poor condition and impassible in the rainy season. They are the
responsibility of District Councils which have inadequate revenue to maintain them.

IMPACT OF MARKETING POLICIES
Zafnbi?'s f:omplex set of maize marketing policies has resulted in a marketing system
which is high cost, inefficient, and stagnant. It is dependent upon government for both

fun.d.ir.lg and direction. Currently it has little capacity to mczintain necessary capital
facilities and some components of the system are on the verge of bankruptcy.

Into-mill Prices Paid vs Market Prices

Tl!c into-mill pri&_:cs_for maize set by GRZ were compareai with estimated import parity
prices at the beginning and the end of the period they were in force, Table 6.

Table 6: Into-Mill Prices versus Estimated Import Parity Prices

:::;;;g:lg Import Parity Price/bag 1

Year Beginning Ending l

1989/90 K160 K500 K1000 '
1990/91 K442 K1000 K1500

1991/92 K1100 K1500 N/A j

The large differences between the into-mill price and import parity prices arise because
of three factors:

- producer prices which don’t keep up with inflation

- heavy marketing subsidies, and

- lack of seasonal increases in into-mill prices to cover interest and storage charges
as well as inflation in other costs (e.g., fuel).
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When a cous.ry is in a surplus position, free market into-mill prices would be expected
to be at export parity levels (adjusted for transport and handling charges). Bases upon
export prices reccived by Zambia in 1989 and 1990, domestic into-mill prices wzre always
below export parity. In June 1990 millers were paying the cquivalent of $45/=t (i.e.,
K160/bag) for maize which Zambia could have exported for $175/mt. The into-mill
price of K1100/bag, set in July 1991, was comparable to export parity (using official
cxchange rates).

Marketing Costs

Marketing costs inciudc transport, storage, interest on funds borrowed {mainly for maize
purchase), labour and overhead. Transport usually accounts for 70 to 80 percent of the
total costs. Interest costs vary depending upon how long the maize is held by the
cooperative unions. Storage charges incurrcd by the Cooperatives do not reflect full
economic costs since the Cooperatives have had free use of government-owned storage
facilities. Maize preservation activities such as fumigation, are less than economic.
During the last few years, transport, interest, and wage rates have all increased duning
the marketing season making initial estimates o? costs lower than those actually incurred.

Maize losses in storage effectively increase marketing costs. Losses arise from insect and
weather damage, pilferage, and shrinkage. Poor quality tarpaulins and inadequaic
fumigation contribute to inc-eased storage losses. Losses are higher the longer a crop
is stored. Weather damage can be severe if the crop is not maintained under good
storage during the rainy season. Losses were high following the good crop years of 1988
and 1989, a factor which was not fully taken into account when marketing margins,
subsidics and into-mill prices were set. The principal reason that the Cooperative Unions
experience shrikage is that they buy maize by the unweighed bag - as directed by
government - and sell by weight -- as required by the mills,

When the into-mill price was K160 = 1989/90, it was estimatcd that an into-mill price
of K240/bag would cover all marketing costs. This was double the producer price of
K125/bag paid that year. A similar relationship is believed to hold this year, i.c., an
average into-mill price of about K1500/bag would be required to cover marketing costs.
If all maize were produced within 306 km of the mill, these could be reduced by about
K300/bag. No analysis is available on the potential for storage cost savings, largely
because these are only partly born by the agency that stores the maize. The mark-up of
100% between the farmer and the processor is higher than that observed in other
countries, indicating a potcnti:-yv;for savings.
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Viability of Marketing Agents

Viability of the official marketing agent has been governed by five factors;

- the producer price of maize

- the into-mill price

- the subsidy paid by government
- the costs -7 marketing, and

- storage losses

The subsidy plus the margin (into-mil! price less pvoducer price) must be adequate to
cover costs of marketing plus storage losses for the marketing agent to remain viable,
This has not been the case in recent years. While the Cooperatives may be inefficient,
large amounts of what they spend to market maize (i.e, transport costs) are beyond their
control because of (i) the location of production anc consumption centres and (ii) the
requirement that they buy all the crop.

The carryovers of maize in 1988 and 1989 resulted in large interest charges for the
Cooperatives. PCUs utilize commercial bank overdrafts to obtain cash for maize
purchases. Because the PCUs had huge unpaid overdrafts from previous seasons, banks
could not consider them credit worthy for additional credit for buying 1990 maize and
extended only K250 million guaranteed by the Bank of Zambia. The Bank of Zambia
provided an additional K892 million for 1990 overdrafts disbursed through the
commercial banks. The Bank of Zambia also provided K129 million of non/mai-:
financing. None of the K1.02 billion was repaid as planned. By mid-1991, the Provincial
Cooperative Unions had accumulated debts for maize and fertilizer purchases
substantially in excess of their current assets, including their remaining stocks of these
commoditics. Without assistznce in discharging these liabilities, most of the PCUs will
have to close down.

Viability of the Milling Sector

Prior to 1991, large-scale mills were finding it difficult to generai: funds {or acquire the
forex needed) for regular maintenance and construction of new facilitiecs. However, the
industry had substantial excess capacity enabling it to maintain domestic supplies.

Many large-scale mills by early 1990, were incurring financial lcsses and were in a poor
position to buy maize = the 1991 marketing season. Slow pzyment for meal from state
shops, ostensibly due to problems with the coupon program, was prevaleni. Uncertainty
about whether government would cover these losses and as to what subsidies, if any,
would be paid in the 1991/92 marketing season existed. By late 1991, the mills found
themselves heavily dependent on government meal subsidies. This has made it difficult
for them to participate actively in buying maize for storage.

=

A
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Some large-scale mills have lower operating costs than others. Thus, not all of the
existing mills would necessarily survive a move to a fully- liberalized market. Some may
be too old to warrant renovation; some may be poorly located; and, overall, the industry
may lose market share to hammermills which produce a lower cost but less preferred
product. Under free and open competition, one would expect to see significant growth
in the hammermill sector in urban areas and some consolidation of hammermills in rural
areas.

There is an export demand in nearby countries for Zambian breakfast meal at prices
higher than those charged by the mills. Diversifying product lines and packaging both
for domestic and export markets has potential. Liberalizing trade and pricing policics
will permit the milling sector to capitalize on these opportunities.

Internationzl Trade

National maize requirements are estimated at 17 million bags of which seven million are
retained in rural areas and ten million are needed to supply urban centres. Total annual
requirements are growing faster than the population because low real prices encourages
high consumption levels and the rate of population growth in urban areas (above 5%)
exceeds the national average.

Zambia imported modest amounts of maize in the early 1980’s to make up for the
shortfalls between domestic production and consumption. The large surpluses of 1987/88
and 1988/89 placed Zambia in an export position for the first time and some official
maize exports took place through ZCF. However, by the end of 1990 it became clear
that the country had no $urplus maize and exports were again banned.

Unanthorized maize trade along border areas reaches several million bags annually. This
has been exacerbated by the substantial overvaluation of the Kwacha. Illegal exports of
maize also occur from commercial stocks, at harvest or later in the year. They were high
from Copperbelt maize stocks in early 1990 and from Central Province in mid-1991.
Shaba province in Zaire relies heavily on supplies of maize from Zambia. Maize also
moves from Zambia to Malawi, Namibia, Angola, and Mozambique. Heavily subsidized
meal prices, provide incentive for meal to move across borders to neighboring countries.

Public Costs in Support of Marketing

Government costs in supportggf maize marketing appear in three places in the GRZ
budget:

- the Maize Reserve,

- maize marketing, and

- grain storage,




K267 million
K132 million

1988 K 745 million
1989 K 700 million
1990 K1,304 million

The budget allocation for 1991 of K2,478 million, to cover interpr- . ] transpor* wag
expended by mid-year,

CONSUMPTION POLICIES

Zambia’s urban Population r 'w exceeds 50% -- a high level for a low-income country,
Incomes in the country arc highly skewed and, ¢ average, very low. Per capita GDP
has declined from K411.7 in 1975 ¢o K2822 in 1989 (at 1977 Prices). Rural per capita
incomes are lower than urban incomes while urban unemployment is high,

60% of the income of low income

cereals (mainly mealie-meal). Th

upward trend in the 70s ang 80s to-day. Thus, it js not surprising
that increases i meal prices, or disruptions in mea] supply constitute 2 potential source
of social unrest. Government has been sensitive to meal supply and prices as tools to
maintain social stability and ensure urban food security.

Consumer Price Policy

ntrolled by government. However,
bucome unworkable. In the 1970°s
ineal were set in June each year,

aize. In the mid-1980’s, an attempt
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inflation, which had been less than 20% annually, incn.ascd. to more. l!xan 100%. The
result was that meal prices, in real terms, declined and required subsidies,

Table 2: Official Prices (Kwacha/25kg) of Breakfast and Roller
Meal from Mid-1985 to Present

Time Period Breakfast Meal

June 1985 to Dec. 1989 19.15
Jan. 1989 1o Feb. 1989

Feb. 1989 to Aug. 1989
Avug. 1989 10 July 1990

July 1990 to Present

The government announced measures to panially. deregulate the
producers in September of 1990, The mills immediately reduced m

on the grounds that buying maize directly from farmers would redu

upward adjustment in meal prices has occurred since then although n

for adjustments were made in March and again in June 1991. At present, official meal
prices are lower than economic prices and are heavily subsidized at the mill level,

The Coupon Program
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Milling Subsidies

In 1988, the government clected to pay part of the marketing subsidy directly to the
milling sector. This helped keep the meal prices from rising and linked marketing
subsidies to consumer interests, The practice was discontinued when the coupon program
was established.

By carly 1991, that the mills were losing money on maize meal. A meal price increase
of 20% was recommended but the government elected to pay a direct subsidy to the
mills. By mid-1991, increased into-mill price coupled with rising operating costs
necessitated either increases in meal prices or subsidies. The government chose the
second option. The mills are now receiving subsidies/bag in excess of the retail price
of meal.

Retail Regulation

A large share of the marketed meal has been sold through state shops. This ensured
that retail prices were kept at official levels and facilitated some control of the coupon
program. At times, mills have been required to deliver 80% of the meal they produced
to state shops. Most meal is sold in 25kg or 50 kg bags but repackaging by smali-scale
retailers is now permitted. The dominance of these package sizes scems closely linked
to price controls and the cost of packaging.

As official meal price became further removed from the economic price, increased black
marketeering and smuggling of meal developed. Because retailers are allowed to charge
extra for transporting meal beyond 25 km, it is easier to charge higher prices "out-of-
town". Black marketecring, is now commonplace and accepted. Black market prices
frequently are double official prices.

IMPACT OF CONSUMPTION POLICIES
Seveaty percent of the caloric intake of Zambians comes from maize, one of the highest

levels in the world. With the population expected to double by 20i0, national maize
requirements will at least double, while marketed requirements grow even faster.

Consumers in urban areas have bencfitted from past government policies through low |

meal prices. Consumers have exhibited a high level of tolerance for supply disruptions

and a low level of tolerance for price increases. Consequences of past government

policies for consumers are:

- a high level of dependency on a maize supply system which government can no
longer afford: and,

being exposed to a free market price for maize which seems high (in the near -

term) because of production and marketing inefficiencies and the high level of
past subsidies,

-
=
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The opportunity cost of public resources devoted to maize production, marketing and
consumption may have been very high. These resourcces, properly applied, might have
played a role in reversing the downward slide of the entire economy, including income
levels.

Prices Paid versus Market Prices

The following table shows the estimated full cost prices of mealie-meal for August 1991
for three different into-mill prices - the one currently in effect, current export parity (at
the mill--not the farm), and current import parity based on imports from South Africa
landed in Lusaka by rail. The latter is the same as the into-mill price announced for May
1992. The table also shows the difference between these and the current official prices
of K215 and K158/25kg bag of breakfast and roller meal respectively.

Table 7: Full Cost Prices/25Kg of Roller and Breakfast Meal Based on Different Into-mill Prices for
Maize

Into-Mill Prices Breakfast Meal

Fuil Cost
less K215

Price per Price Full Cost
bag Price

K1100 K569 K354

K1350 $200 K698 K483 K584

K1800 $267 K932 K717 K746 Ks88

Using an export parity into-mill price of $200/mt, consumers are buying breakfast meal
for about 30% of what they would pay in a frec market situation. Consumers using
coupons buy roller meal for K116 /bag vs K584 based on export parity and K746 based
on import parity. When the into-mill price was raised to K442/bag in mid-1989, meal
prices were about 60% free market price.

Consumption in Rural Areas

Per capita maize consumption in rural areas is lower than in urban areas. Not only are
rural incomes lower than those in urban areas, but rural diets tend to be more
diversified with greater reliancg on other foods -- cassava, sorghum, and millet. Data
from the carly 1980’s indicateq¢lthat rural malnutrition was also rclatively high in those
regions relying entirely on hoe cultivation and among houscholds with small amounts of
cultivated land. While most rural residents grow some maize (or other cereal), many do
not grow enough to supply their own needs for a full year. Thus, rural families are both
buyers and sellers of maize.
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For the small-scale producer, a large share of his/her income (both cash and in-kind)
is devoted to food and much of this goes to producing or buying maize. Some studies
have estimated that up to 90% of the income of rural families must be devoted to food,

Another characteristic of rural consumption is that it has been to the advantage of small.

scale farmers to sell maize and buy back meal. Present prices for maize and mea|
provide this incentive.

Consumption ia ['rhan Areas

Per capita consumption has bee
are ten percent

Tabie & Monthly Expenditures on Breakfast or Roller Meal for An Average Family Given Different
Into-mill Prices for Maize and No Milling Subsidy

Into-Mill Into-Milt Breakfast
Price/bag Price/mt Meal

K1100 3163 K2276

K1350 $200 K2792 K2336

K1800 3267 K3728 K3984
Current Prices K860 K656

There are families in Zambian cities whose monthly income barely exceeds these values.
If the coupon ceiling were raised to K60,000/year to allow for inflation, full cost pricing
?ased on import parity would require families at the ceiling to spend about half their

meal

Consequences and needed Reforms
Costs of Consumer Subsidies

Budgetary costs of direct consumer subsidies include:
- the coupon program,
- the milling subsidy, and
- subsidies on imported maize.

The coupon program had a budget allocation of K600 million for 1989 and K1.3 billion
for 1990. For 1991, it originally had a budget allocation of K1.2 billion (based on no
increase in coupon value). The allocation was subsequently reduced to K675 million
because of the removal of ineligible people from the list of recipients,

The milling subsidy for 1988 was estimated at K487 million. No milling subsidy was paid
in 1989 or 1990. Recent estimates of the milling subsidy for 1991 place it at about K3
billion. There was no allocation in the original budget for such a subsidy.

subsidy is small.
MACRO-ECONOMIC IMPLICATIONS

The macro-economic implications of Zambia’s maize subsector policies are reflected in
the following:
- the aggregate impact on the national budget and government’s
overall financial capability;
- the aggregate impact on the money supply and interest rates;
- the impact on trade, exchange rates, and balance of payments; and
- the opportunity cost of not investing in other endeavors.

Total Budgetary Impact

Throughout most of the 1980s maijze marketing and fertilizer subsidies comprised
between five and ten percent of the total GRZ budget. They were at their lowest level
in the mid - eighties but rose ste Qily in the period when meal prices were held constant
from 1985 to 1988. In 1988 and 1189 these subsidies, together with the €oupon program

ver, in real terms, there was a significant decline

pon program was introduced. Table 9 presents data
for 1991. Several other budget categories which support the sector (e,g., research and
extension and grain storage) are not shown.
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Table 9 Total Budget Costs (million Kwacha) for the Maize Subsector - 1988 to 1991

Program 1988 1989 1990 1991
Maize Handling 700 1,34 2478
54 549 1853

267 132

1,245

Fert. Handling

Maize Reserves
Fcoupon Program 1,289

Credit 1,075
6,783

" Total
USS (milt) Equiv 97
I uss miny £q

* Milling Subsidy

Not all of the public support for the maize subsector comes in the form of direct
financial subsidies that appear in the budget. There are two other important categories

of support:

- Government must guarantee or provide loans for various parts of the system,
some of which are bankrupt; and
- donor funding is used to support the maize subsector.

In addition to the above subsidies, government currently has the following known
financial relationships with institutions supporting the maize subsector.

- loan guarantees to PCUs and ZCF, K2.5 billion;

- loan guarantee on behalf of NCZ, K750 million;

- loan to NCZ, K422 million; and

- counterpart funds owing from NCZ, K430 million;

The extent that these relationships result in either increased government outlays or
reduced government revenues, constitutes a direct contribution to the deficit.

Impact on Money Supply, Inflation, and (Economic) Interest Rates

In addition to the support provided by government and donors, the Bank of Zambia is
involved in supporting the maize subsector. The BOZ has extended loans directly, or
through intermediaries, to a number of groups involved in the subsector including
Zamseed, NCZ, the Coopcrative Unions, and ZCF.
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The combined impact of GRZ and BOZ activities related to the maize sector on money
supply, inflation and interest rates has not been measured. However, most observers feel
that it is significant. This underlies efforts by IMF and World Bank to get GRZ to
reduce it’s financial support for the subsector.

Impact on Trade, Exchange Rates, and Balance of Payments

The trade and exchange rate impacts of Zambia’s maize policics have not been
quantified but some observations are relevant. Fisstly, fertilizer is Zambia's second
largest import. To the extent that fertilizer is not wisely used or is re-exported, this
implies a larger than necessary allocation of foreign exchange to this commodity. There
was a carry-over of 100,000 mt of fertilizer in 1990, more than half the amount needed
for an entire year’s consumption. Secondly, maize imports when they occur, are a drain
on foreign exchange. This year, such imports could exceed three million bags with an
import value of $65 million. Thirdly, maize may well be the agricultural commodity
which has the greatest potential to generate foreign exchange earnings for the country.

Tobacco has been Zambia’s leading agricultural export. During the 1980's, the total value
of tobacco exports ranged between $1 and $5 million. An annual export of five million
bags of maize at $200/mt would generate $90 million in foreign exchange. Illegal
exp(lms of maize and maize meal from Zambia in some years may have approached this
level.

Opportunity Cost of Not Investing in Other Endeavors

Subs!a{ltial donor funding is used to support the maize subsector. Funding which is used
for maize storage, maize imports, ctc., is not available for other purposes.

NEEDED POLICY REFORMS
The Need for A Comprehensive Strategy

To fcgucc public financial support and improve maize subsector efficiency, while
providing for adequate maize supplies, any revised set of maize subsector policies should:

>> increase production close to urban centres in order to reduce transport
costs of maize movi{:g to domestic markets;

> > continue producﬁlof maize in outlying areas in order to provide food
security and inco for rural people, especially t'. ‘ugh exports to
nearby countries: (Zambia shoufd preduce more m : with most of the
expansion close to Lusaka and Copperbcit.)

> > continue a rate of growth in total maize output in excess of the rate of
growth in population;
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> > effectively and expeditiously deal with temporary shortfalls (nationally and
regionally) in maize output due to poor rainfall;

> > reduce subsidies for fertilizer and farmer credit;

> > reduce subsidies and loan guarantees for maize marketing;

> > increase competition in input supply, maize marketing, milling and

retailing in order to improve services and keep costs as low as possible;
> > move parastatal bodies to become profitable; and
> > finance self-sustaining systems of maize storage.

Reduction in the level of public financial support to the maize subsector is considered
essential if the budget is to be balanced and the government’s overall financial status is
to be improved. These goals must be achieved if inflation is to be contained, the decline
in the value of the Kwacha is to be arrested and donor confidence in Zambia’s economic
policies is to be restored. Public financial support for the maize subsector is so large
and so inextricably linked to regulations, that reduction cannot be achieved without some
adverse cffects on:

- continuity and level of maize supplies;
- incomes of some small-scale producers; and
- food consumption among urban dwellers, especially low-income people.

These impacts will be serious in the first two or three years of a revised set of policies.
However, the nature of the Zambian society and economy indicates that the latter two,
especially the third, may be significant for at least five or ten years. With improved
production and marketing cfficiency, real economic meal prices to consumers should
decline over time with the proper set of policies.

Therefore, a solytion to the *maize problem” must achieve a high level of reduction in
public_ financial for_the subsector while minimizi d im

n mers and _encouraging improved su or_efficiency. Th
overnment m le to erv ce and stability while fosteri ly-ba

economic growth. And it must do this by using the limited administrative capability
that is currently available.

Key clements of the proposed strategy are:
- some form of targeted consumer protection;
full liberalizati omestic maize, meal and input
special assistance to small-scale and emerging producers;
a new maize marketing coordination vehicle;
a realistic relationship between interest rates and_ inflation; and,
modified international tradin licy for maize, maize meal, and farm

inputs
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without appropriate attention to these six areas, it is doubtful if a revised set of maize
subsector policies could be successful. Some of the elements of the policy would require
government funding which, in_aggregate must be constrained to make it fiscally
responsible. In components, the policy must achieve intended sectoral results. Not only
must existing budget funding be reduced, the allocation of remaining funding among
budget categorics must be different. The coordination of budget planning and policy
decisions must be improved.

The six elements of the proposed plan are not mutually exclusive -- they are inter-related
in three ways - through the budget, through effects on each other and through effects
on the maize subsector. Major modifications to one part of the plan should not be made
without considering expected impacts, both direct and indircct, on both the subsector and
the budget.

Targeted Consumer Protection

Some form of continuing consumer protection may be needed because of:

the high proportion of the population living in urban areas;

low levels of income and high rates of unemployment;

the high proportion of income spent on food, i.e., maize;

the poor prospects for increasing incomes in the near term;

the traditional government concern and support for provision of basic food in

light of higher breakfast and roller meal prices in major urban centres under

liberalization.

J

However this support must not interfer with increasing maize production and marketing
efficiency to be achieved under the liberalized system. These latter improvements could
reduce into-mill prices for maize by up to 30% by moving from an import parity to an
export parity basis. The assistance must be carefully targeted to keep government
expenditures low. Any subsidy on breakfast and roller meal is to be phased out gver not
more than twelve months as these commodities move to market prices. Further
government must continue to be aware of possible alternatives to protect low income
urban consumers to ensure food security, prevent hunger and malnutrition and preserve
social stability.

The difference between currept subsidized prices and economic prices is quite high.
Therefore, it might be necexky to design a meal subsidy program for millers allowing
a phased move to market meal prices by the end of 1992. The coupon program is being
phased out via curtailed participation and erosion of benefits. Any subsequent coupon
program should apply to maize and hammermeal output as well as to breakfast and
roller meal. The coupon value could be tied to producer maize prices and the 14
kg/person/month reviewed to see if is realistic. A variety of targeting and administrative
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improvements are needed (sec recent Price-Waterhouse study). Hammermills for
urban arcas should be made available through VIS and SIDO on a wide scale basis 3¢
soon as possible strictly on commercial criteria. It should be ensured that hammermey]
does not have a disadvantage because of subsidies paid on breakfast and or roller meal,
Further hammermills must have ready access to maize.

Full Liberalization of Maize and Meal Marketing and Input Supply
The full liberalization of maize, meal and input markets is necessary because:

- the existing regulated system is costing government more than it can sustain;

- the existing system is economically inefficient and wasteful of scarce
resources;

- government does not have the capability to regulate the system to achieve

overall efficiency and reduce pubiic costs; and
- expanded maize production close to urban centres is needed.

The cxpansion of maize production close to Lusaka and Copperbelt should arise as a
result of liberalization since producers will receive prices which reflect demand in these
markets and (ransport costs of more distant producers. Prices paid to farmers will
improve as a result of:

- direct sales to mills;

- climination of pan-seasonal pricing; and

- into-mill price ceilings at import parity prices.

For example, with an into-mill price of K1800/bag, producers within 250km of the major
mills should immediately receive at least K1550/bag as there will be no transport
subsidy. At this price, maize becomes profitable for small-scale and emerging farmers
(even if fertilizer is not subsidized) along the line-of-rail -- it also becomes competitive
with other crops on many commercial farms.

The liberalization of maize, meal and input markets would necessarily entail:
(i)  withdrawal of all on-going government financial support from sectoral
parastatals and Cooperatives at all levels;
(i)) removal of all existing price controls and price setting regulations from
all markets; and
(iii) price determination via the market interaction of supply and demand for
parastatal mills and Cooperatives.

Return of the parastatals to the private sector is an essential step in liberalization.

Maize Market Liberalization

Into-mill maize prices along the line of rail should be fully determined by supply and
demand forces by May 1992. Imported maize selling prices will determine into-mill
prices as long as the country is in a deficit position. Higher into-mill prices will exist in
Copperbelt than in Lusaka because of the extra transport costs.

Into-mill prices in Western, Northwestern and Luapula, should be fully decontrolled and
mills in these areas should expect to compete with the Zairian market. Eastern,
Northern and Southern province mills may be able to buy for less if supplies remain
abundant. Producer prices will be determined by supply and demand although a system
of producer floor prices is an option.

The Ministry of Cooperatives should ensure that lower level Cooperatives know that they
can trade in maize and farm inputs without directives or control from government or
highér level cooperatives. This applies particularly to direct sales to mills and sales to
residents in periods of local food shortages. The Ministry should also encourage
competition -- not collusion - within the Cooperative system. The continued involvement
of individual Cooperatives (including ZCF) in maize marketing should be determined
by the market place and member interests — not by government.

Government may still have to provide some direct assistance to millers and Cooperatives
to ensure that the 1992 maize crop is bought. However, by 1993, buying by millers
should be handled entirely through normal commercial bank credit while government
support for Coop buying should be greatly reduced encouraging cooperatives to do

likewise. :
Meal Market Liberalization

In the case of mealie-meal consumer prices for roller and breakfast meal must be
degazetted and retailers allowed to set their own prices. Private retailers will be atlowed
to sell at market prices immediately. State shops will do so when the meal subsidy is
removed. Sales of meal to all retailers will be uncontrolled. Retail margins for meal
sold by state shops may still be set but margins will not be subsidized.
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Liberalization of Farm Input Markets

In the case of farm inputs, markets for seed, fertilizer, and grain bags will be liberalizeq
by:
- decontrolling prices;
- permitting anyonc to import and/or sell the items to farmers;
- removing government-directed credit through input suppliers;
- not discriminating among suppliers with subsidies until subsidies are
climinated;
- ensuring that foreign exchange available for imports is allocated equitably
among importers; and
- allowing the continued existence of NCZ to be determined in the market
place.

Transport rates should be decontrolled and rates monitored to be sure that the Trucker’s
Association does not exert monopoly power and keep rates at the same or higher levels.

Special Assistance to Small-Scale and Emerging Producers

Some form of special continuing non-monetary assistance to small-scale and emerging
producers may be needed because:
- small-scale and emerging producers will lose large amounts of support as the
current system is liberalized;
- thesc groups account for most of the maize output;
- maize is the major source of cash income for small- scale and emerging
farmers;
- the incomes of small-scale farmers are very low and their resources (skills and
financial) are very limited; and
- promotion of maize production has been and may continue to be used as a
means of bringing these groups into the market economy.

Impacts of Liberalization on Producers

Under a fully liberalized marketing system, many farmers in outlying provinces would
receive similar or higher prices than those being received by farmers close to Lusaka and
Copperbelt. This would be a result of strong export demand. However, if exports are not
freed immediately, farmers in these areas may not receive these favourable prices.

While the role of commercial farmers in maize production is expected to increase,
small-scale and emerging farmers will still be major players in the industry if they can
acquire and finance needed inputs (improved maize prices should offset higher fertilizer
prices due to subsidy removal), and gain market access for their products. If small-scale

and emerging farmers (especially the latter) do not continue in maize production, there
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will be a loss in production simply because of their large maize output.

small-scale farmers in some areas of the country (e.g., parts of Northern Province) may
find that maize is no longer more profitable. They will need help to diversify their
operations and market their crops.

Types of Assistance

Special assistance to small-scale and emerging farmers should be provided in two forms;
1) access to credit and 2) support for local farm organizations (mainly but not exclusively
primary societics) in operating input supply and crop marketing facilities. It is suggested
that the three lending agencies focus on emerging farmers (i.c., with more than 5
hectares of crop) and conduct their operations on a commercial basis. This policy,
combined with decontrol of the producer maize price will ensure that the money loaned
goes for maize production in areas where this activity is profitable. The agencies’ task
will be to makc and collect loans on commercial criteria for this specified clientele.
Since the loans will be too small to attract commercial lenders, government and donors
must commit funding to these programs, especially in the transitional stage (i.c., the next
two to three years). The three agencies should also actively proceed to accept deposits
to service their clients and to generate Iending resources internally. This will help
reduce, but not eliminate, the need for government/donor support.

An injection of K1.5 billion into the farm credit system is nceded for this year’s planting
to partially offset inflation losses. For 1992 a similar injection may be required, but as
soon as interest rates and inflation rates can be rationalized, the only budget outlay
would be the partial subsidy on operating costs indicated above.

The second form of assistance for small-scale and emerging farmers would entail
strengthening local farm organizations (mainly primary Cooperative societies) directly
(i.c., not through higher level Cooperatives) by:

- training Directors, management and staff in financial matters;

- enabling these bodies to use their assets for loan security;

- ensuring that they can get reasonable commissions on loans made (for ZCF
Finance Services) and on inputs sold and products marketed;

- offering, through the MOC and ZCF Finance Services, a loan guarantee
program to enhance the capacity of primary societies to supply inputs and
market products. ;i‘
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Reasonable commissions on loans made, inputs sold, and products marketed would arise

providing:
- markets are liberalized; and
- MOC and the Cooperative system work to ensure that primary socictics

become commercial businesses.

This revenue is critical to enable small-scale farmers to collectively acquire the resources
needed to store and market their crops. This approach does little to assist the large
number of small-scale farmers who have little to sell. A new strategy is needed to
enable these farmers to gain control over sufficient land resources to enable them to

produce for market.
Maize Marketing Coordination

Under a liberalized marketing system, some of the existing "market” coordination"
mechanisms would disappear. There would be need for:

- a mechanism to manage the leasing and replacement of government-owned

storage;

- a mechanism to collect, maintain and distribute information on marketings,
prices, and stocks of maize (and perhaps other grains and even fertilizer)
traded among members and stored at public or large-scale private facilities;

- an agent to administer the National Maize Reserve on behalf of governmeni

(currently handled by ZCF);

- a mechanism to provide government and donors with marketing information
required for managing grain import and export policies; and,

- an official contact point for donors, other countries, and foreign buyers/sellers
re large purchases of grain.

If floor prices are adopted there could also be a need for an agency to administer the
system. The floor pricing system, coupled with the Maize Reserve operations, would
provide the tools for any market stabilization interventions which government might wish
to make.

A National Grain Storage and Trading Agency

Existing government Departments and Ministries do not have the capacity to perform
these functions. The creatian of a National Grain Storage and Trading Agency (or
Board) is proposed. ideally, a representative of small-scale millers would sit on the
Agency’s Board of Directors.

The GSTA would have no government subsidy but could import maize when needed and
sell imported maize to mills at import parity prices. In the near term, it might also buy
some maize domestically to sell to hammermills and retailers until the industry is

o
\,_J-\
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prcparcd to carry out this function. Revenues to sustain the new GSTA would come
mainly from the leasing of storage facilities. Servicz charges could also be levied to
members (or shareholders) for specific services and/or an annual membership fee could
be levied. In the longer run, the GSTA could be the official body to administer weighing
and grading regulations. It could also facilitate large-scale grain exchange transactions
both domestic and international for current and future delivery.

The GSTA should be established immediately and a storage leasing program develoned
to recover costs from storage users. Planning and construction of new storage would
rest with the GSTA and would be done on strictly a commercial basis. Existing storage
would not necessarily be retained by GSTA - only those large-scale facilities essential
for reserves. The primary societies would retain storage at all of their local collection
points and mills would have whatever proprietary storzge they considered necessary for
their operations. The policy of charging for public storage coupled with seasonal price
varialj:ons should encourage private storage by mills, commercial farmers and primary
societies.

The GSTA should be made responsible for ensuring that market mechanisms exist to
supply maize to urban hammermills and to consumers in urban areas and advise
government on eliminating regulations. The GSTA, in cooperation with Zambia
Railways and TAZARA should undertake a feasibility study of the bulk handling of grain
using the railways as major carriers.

The logistics Planning Unit in the Ministry of Cooperatives should be transferred to the
GSTA in order to collect data on stocks, prices and marketings from all GSTA
members. ,

The GSTA would play role in assisting government to deal with regional food shortages
by advising on costs and the most economical way to address the problem. The GSTA
would be responsible for the Maize Reserve but, with the exception of maize imports,
the operations of the Maize Reserve should be suspended until a domestic surplus is
generated. Guidelines for the Reserve should be drawn up and approved. The GSTA
would not make a profit or loss on trading of Reserve.grains. Howzver, the GSTA
would be allowed to recover a handling margin on all sales equal to the full costs of
storage and marketing services.

Related Activities

A
The Crop Forecasting and Edhy Warning system in the Ministry of Agriculture should
bc. continued but be more closely integrated with the work of CSO. In addition, the
!Vlmistry of Agriculture, in association with CFB and the GSTA should set up
lnf:ormalion systems to ensure that all farmers and local farmer associations (including
primary socictics) have:




88 J. McKenzie & F. Chenoweth

- tull and complete information about how the liberalized system works, and
- regular, timely and accurate information on prices being paid by different
buyers.

Government would still be responsible for Famine Relief.

Macro Policies

A “realistic” relationship between interest rates and inflation is needed to:

- prevent continual erosion of lending agency funds;

- stimulate savings at al! levels thereby reducing the excessive need for borrowed
funds to finance the maize subsector (both production and marketing); and,

- ensure appropriate allocation of labour and capital resources in the subsector,
especially in marketing and on commercial farms.

The current negative interest rates cause the three development lending agencies to lose
half of their capital annually, even with 100% recoveries. Commercial banks do not have
the same problem since it is their depositors, not the banks themselves who lose moncey.
However, the lack of incentive to save is impacting heavily on the economy, including
maize production. If there is no incentive to save, farmers themselves will have few funds
to buy inputs. Thus, even if maize and input prices are freed and maize production is

profitable, if real interest rates remain negative, this will reduce the amount of both
equity and credit funds available to small-scale and emerging producers.

The current relationship between interest rates and inflation is also inhibiting the
development of private sector capacity to finance maize and fertilizer purchases by the
mills, Coops and NCZ. Unless this is corrected, government will find it difficult to
withdraw completely even if the other factors are corrected through liberalization.

International Trade Policy

A revised international trade policy for maize, maize meal and farm inputs is needed to
liberalize cross-border trade with nearby countrics.  Exports of maize would be
discouraged in 1992 by setting into-mill prices at import parity levels. Exports of maize
from all outlying regions should be permitted. Donors may need to assist to ensure that
maize imports are available in urban areas over the next two to three years. Further,
mills should be encouraged to import maize directly on their own. A monitoring system
for exports and imports should be established through the GSTA and the Ministry of
Commerce and Industry.
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Exports of meal should be banned as long as meal prices are subsidized. When Zambia
reaches a maize surplus position, some of the surplus will be exported as breakfast meal.
Trade in most farm inputs other than fertilizer, is now free. Removal of subsidies and
the favoured status to NCZ will encourage others to engage in fertilizer imports.

Public Financial Support and Budget Administration

The foregoing strategy will result in a reduction in both budget and non-budget financial
support to the maize subsector. With the establishment of the new GSTA, all public
storage will be funded from GSTA revenues and these revenues would provide the
source of funds for storage maintenance. Investment in maize storage would no longer
be a budget item. The Maize Reserve would still remain as a budget item but the
operations of the Reserve can be designed to minimize financial support. The milling
subsidy will be dropped entirely.

Government will have continuing obligations for debts and for loans and loan
guarantees. Revised budget planning and administration procedures are needed to
establish:

(1) realistic estimates of inflation, and
(ii) within-year and between-year program adjustments.

If such a strategy is adopted, it is believed that direct budget support to the sector can
be reduced by 50 to 80%-and supplementary support climinated entirely by about 1993.




Zimbabwe’s Grain Marketing Policy Challenges in the 1990s:
Short Run vs. Long Kun Options

T.S. Jayne and Munhamo Chisvo!

Introeduction

The objective of this paper is to identify major food policy challenges likely to confront
the Government of Zimbabwe (GOZ) in the 1990s. We examine the congruence
between the GOZ’s food policy objectives and the organization of the maize marketing
and pricing system, then evaluate alternative strategies to promote the achievement of
these objectives under the Structural Adjustment Programme.?

Short-run and long-run strategies are distinguished. The time lag between policy
decisions and payoffs constrains policy options in the short run. While improved crop
technology and resettlement offer potential to enhance smallholder incomes and food
security over the longer run, these gains are not on the near horizon and offer policy
makers little scope to deal with issues of immediate political importance: 1) how to
protect vulnerable groups from rising food costs under structural adjustment, 2) how
to cut GMB deficits to zero by 1995, and 3) how to do both without eroding farm
incomes and productivity. On the other hand, strategies that may meet rather immediate
objectives may have little or even negative effects on longer-run objectives. Certain
regulations of the existing grain marketing system pose such serious impediments to
maize access and affordability that their modification will simultancously promote
agricultural growth and food security.
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Grain Marketing Policy Challenges

Evidence is provided to conclude that 1) the need for maize imports in 1991/92 is not
a temporary abcrration caused only by drought, i.c., under the continuation of status quo
policies, Zimbabwe is likely to be a chronic maize importer throughout the 1990s; 2)
the country’s ability to maintain grain self-sufficiency in the short-run will involve, in the
short-run, a 10% to 12% ‘n-rease in maize producer prices over and above inflation,
ceteris paribus, and in the *org run, improved crop productivity; and 3) the GOZ’s ability
to raise real producer p:..:s at a time when GMB subsidies are to be eliminated --
without causing large increases in staple maize meal prices -- may be facilitated by
selected government investments and policy changes to support the development of
small-scale trading and milling networks. Such changes could simultaneously result in
higher producer prices to stimulate food supplies without requiring major increases in
food prices to low income groups and or large government subsidies. Such gains,
however, could be accomplished only in the medium run. In the very short run, a
targeted subsidy may be necessary to protect vulnerable groups’s access to staple grain.
A subsidy on straight-run meal, being self-targetting, would be more cost-effective in
protecting vulnerable groups than the current blanket suosies on roller meal and super-
refined meal which confer benefits to all consumers irrespective of income status.

Major Trends in Zimbabwe’s Maize Sector

The food poiicy objectives of the Government of Zimbabwe since independence in 1980,
have been, inter alia: 1) income growth among rural smallholders; 2) food security, with
particular attention to the urban and rural poor; 3) stability in prices and supplies of
basic foodstuffs; and 4) the minimization of budgetary losses arising from government
marketing and pricing operations (GOZ, 1983; 1986).

2

Grain pricing and marketing policics have been primary instruments to achieve these
broad objectives. The expansion of GMB buying depots into the communal lands was
a pillar of post-independence policy to promote income growth among smaltholders.
Producer prices were normally kept above export parity. Agricultural credit disbursed
tosmallholders increased dramatically with repayment tied to crop sales to GMB. These
policies contributed to the dramatic rise in GMB grain intake from the smallholder
sector (Rohrbach, 1989).

However, perceptions have lagged behind reality since the mid-1980s. Since 1985, the
growth rates of grain production and supply have been outstripped by growth rates of
population and demand. The maintenance of large grain stockpiles, carried forward
from the mid-1980s, prompted d"scussion of methods to dispose of maize surpluses, e.g.,
via the manufacture of ethanol for fuel, and obscured Zimbabwe’s trend toward national
grain deficits.
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Recent trends

Figures 1 and 2 present trends in area planted to maize during the past decade,
Commercial maize area has declined at a rate of 18,000 hectares per year since 1981,
Smallholder maize area peaked in 1985 and has declined at an average rate of 55,000
hectares since then. Most of the decline in smallholder maize area appears to be in the
lower-rainfall areas and may reflect drought. Mashonaland maize area has been vitually
unchanged over the past five years.
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Source: Central Statistics Office (various years).

Figure 1. Maize area planted by commercial sector, 1980-91.
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Figure 2. Maize area planted by smallholder sector, 1980-91.

Commercial sector maize yields have bzen stagnant over the past 15 years, Figure 3.
Smallholder yields in the Mashonaland provinces have been trending upward over the
decade, but all other provinces show little improvement in productivity since 1985, Figure
4.
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Figure 3. Commercial sector maize yields, 1975-91.
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Figure 4. Smallholder maize yields,1980-91.
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Both smallholder and commercial maize production fluctuate with the weather, Figure
5. However, neither sector has ever exceeded its 1984/85 production level. Most of the
stagnation in maize production is due to declining area. Given average yields,_maize
production is shrinking at a rate of 90,000 and 53,000 tonnes from the (Eommercnal at!d
communal sectors respectively each year. Per capita, maize production is 25% lower in
1991 than at independence, Figure 6.
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Figure 5. Maize Production in Ziml abwe, 1980-91.
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Figure 6. Maize Production per capita in Zimbabwe, 1980-91.

The production stagnation is a associated with a consistent slide in real maize
producer prices since 1981 (Figure 7). Real maize prices were, on average, 25%
higher during the first half of the 1980s than during the second half. With inflation
currently running at 25%-30%, the 1992/93 pre-planting price of Z$325 per tonne
is even lower in real terms than the 1991/92 price — the lowest producer price in

real terms since 1970. Yet lower maize producer prices have not resulted in lower

consumer prices for maize meal. Nlarketing costs are absorbing an increasing
proportion of the value of induslriall)}-processed maize meal. The higher marketing
costs over the past decade, while commonly attributed to GMB, are also due to
sustantial increases in subsidies and margins to industrial millers, Figure 8.
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Figure 7. Official maize and roller meal selling prices, 1980-91.
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) I . . . hile, the demand for GMB maize has increased 55% per year since 1985,
Small Maize deliveries to GMB rose impressively during the first five years of Meanwhile, th . N -

independence, but have shown little upward trend since 1985, Figure 9. This growth jg “’ﬂz;;lmg ;.aplfi ut;ban p:’?:la"on growth, Figure 10. Maize sales have exceeded
likely to be slowed futher as rural population increases, the private grain trader develops | Purchases for in the past two years.

and GMB shuts down depots in remote smallholder ares as currently planned,
Commercial maize supplies already have been declining at a rate of 90,000 metric tonnes

a year since 1981.

7004

thousand tonnes

600

thousand tonnes

300

™

1984 1985 1986 1987 1988 1989 1990 1991

[—actual ___time trend|

0 T r T Y Y — v T r
1980 1081 1982 1983 1084 1985 1986 1987 1088 1989 1000 1991

[—total _____commercial ——— smallholder]

Note: specified years are marketing years (¢.g 1960 = April 1960 to March 1961). Figures for 1991 are estimates.
Source:  Agricutural Marketing Aubority (rariout years).

Figure 10. Maize sales by the Grain Marketing Board, 1984-91.
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Figure 9. Maize deliveries to the Grain Marketing Board, 1980-91.
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Factors responsible for the decline in maize self-sufficiency:

The gradual decline in per capita maize production and supply, while exacerbated by
poor weather, also appears to have several underlying structural causes:

1. The slide in real maize prices since 1985 -- Producer prices are 25% lower than
in 1985, after adjusting for inflation. Since then, there has been little
improvement in productivity to offset the effect of declining prices on
profitability.

The improved hybrid seed varieties that stimalated smailholder productivity
during 1980-85 are now almost universally adopted. A new set of technological
improvements or management practices is necessary to stimulate additional
gains in productivity.

AFC credit to smallholders has been declining since 1987 while input costs have
been rising. The amount of AN and Compound D fertilizer that can be
purchased with AFC credit disbursed to smallholders is now 111,000 metric
tonnes compared with 205,000 tonnes in 1987. Declining fertilizer usage, along
with relatively poor rainfall, may explain why smallholder maize yields, cven in
the relatively productive Mashonaland provinces, have exceeded their 1985 level
only once.

Input delivery systems continue to be largely unresponsive to smallholder needs.
Withdrawal of marketing infrastructure - cven though 17 additional grain
buying depots have been established since 1985, the number of rural collection
points has declined from over 100 in 1985, to 42 in 1989, to 9 in 1991. The
major reason for this withdrawal is cost (Zana, 1991).

National population growth of 3% per year — the population is now 20% larger
than it was in 1985.

Projecting National Maize Supplies, Demand and Net Exports: 1992/92 - 1994/95

What would be Zimbabwe’s expected maize supply, demand and trade position at
alternative producer price levels if existing marketing rcgulations are maintained? This
issue is addressed using an econometrically-based simulation model of the maize market.
The model forecasts maize production, GMB intake, GMB sales, maize processed by
industrial and informal millers, urban consumption, rural consumption and trade as
functions of GMB price levels, weather, stock policy and marketing costs between
regions. The model includes scven maize production regions: (a) commercial farmers
in Mashonaland; (b) smaltholders in Mashonaland; (c) commercial producers in the
remaining provinces; (d) smaltholders in Midlands and Manicaland provinces; and (€)
smallholders in Masvingo, Matabeleland North and South Provinces.

e
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Cocﬁjlcicn(s for the simulation model are based on econometsic estimation of structural
equ.anons for annual maize area, GMB intake and GMB s:ies over the 1978 to 1990
Penod. A .descriptmn of the model and estimated regression coefficients are contained
in Appendices I and II. Those interested in a more detailed presentation of the model
are referred to Jayne and Hajek (forthcoming).

Outcomes were simulated over a 3-year period, (1992/93 marketi

0 ed ; ng year to 1994/95
marketing year). Two different rainfall scenarios were examined: (2) a normal rainéall
case; and (b) a drought case (i.e., yields are one standard deviation beic the me2xj.

Ta.bl.e. 1 -r.sents the projected maize supply, demand and trade position based on the
existing :i-acture of the market and current real producer prices (Z$270 in 1991/92
mal:kcung year = 2?338 in 1992/93, assuming a 25% inflation rate). The estimates are
der.nved by setting yicld Ievels at 10-year trend estimates and all other predetermined
variables at their 1990/91 levels.

Tal-rle 1. Projected national maize supply, demand and deficits under status quo
policies and current real price levels.

1954 /95

The increase in projected maize deficits over time is due mainly to populati

and negative trend effects in the ccmmercial maize area. Thezc tr‘c):dps o::lz,gxr:t“;‘cl
short run, be reversed by favorable weather or changes in policy. Nevertheless, the data
suggest that Zimbabwe’s present maize deficit is not simply a transitory phenomenon
due to drought. Without significant changes in productivity or pelicies related to price,

land, or market regulation, Zimbabwe appears destined to be S
et
much of the 1990s. P o be a net grain importer for

Agricultural Growth, Food Securit)‘iand the Food Price Dilemma:

Zimbabwe will encounter a food price dilemma during the 1990s. On the one hand, the
reversal of Zimbabwe’s slide toward maize imports will require, among other things,
subs@ntially.higher producer prices. Yet higher food prices will exacerbate poverty and
food insecurity among low-income consumers. The need to cushion the poor against
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rapidly rising staple food prices will be even more pressing in an cnvironment of falling
real wages and incomes which is expected to characterize the next several years in
Zimbabwe. At the same time, the government’s commitment to reduce GMB deficits
under the Structural Adjustment Programme will simultaneously exert downward
pressure on producer prices and upward pressure on consumer prices.

In the longer run, technical innovation, improved management practices and resettlement
offer possibilities to relieve the food price dilemma. Improved farm productivity can
reduce per unit costs of production and thus allow lower prices to be passed onto
consumers without jeopardizing production incentives. However, very little new
technology is on the shellf, especially in the lower-rainfall areas of Zimbabwe where food
insecurity appears to be most severe. Likewise, resettlement offers the potential to
substantially increase crop cultivation, without requiring higher producer prices, through
more intensive use of underutilized land. However, the World Bank (1991) estimates
that the process of resettlement will require at least five to ten years before a significant
amount of land can be productively utilized by smaliholders.

Zimbabwe has already begun the process of structural adjustment. While these changes
are ultimately expected to raise the country’s rate of economic growth and the living
standards of its people, certain short-run problems -- inflation, currency depreciation and
lower real wages -- are already being felt. Strategies are clearly nceded in the
immediate future to guide policy makers attempting to reduce government deficits
associated with food marketing without cutting off smallholders from market outlets,
introducing instability in food supplies and prices, or exacerbating food access and
affordability among vulnerable groups. Furthermore, these short-run strategies would
obtain greater donor support if they complement rather than undermine longer-run
developmental and budgetary objectives.

Maize Milling in Zimbabwe

This section bricfly describes the the structure and bebavior of the maize milling sector
in Zimbabwe and then estimates the effects of these three policy options to promote
maize access for low income groups.

Industrial maize milling is dominated by four large private firms: National Foods, Blue
Ribbon Foods, Midlands Milling Company and Triangle Milling Company. National
Foods alone handles about 65% of the market, while National Foods and Blue Ribbon
combined handle 85%. These millers produce two types of maize meal: super refined
meal (60% extraction rate) and roller meal (85% extraction rate). Millers currently buy
maize from the GMB and sell to retailers at government-controlled prices. Maize
milling margins are based on cost of production data supplied by the millers.
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Informal maize millers are numerous, operate primarily in rural areas, and may sell at
unregulated prices, although their operations are greatly circumscribed by grain
marketing regulations. Small-scale millers are capable of producing two kinds of meal,
Table 2. The most common type is straight-run meal, or mugayiwa (96-98% extraction
rate). This type of meal is widely consumed in the rural areas. A second type of meal,
mudzvurwa, involves removing the bran before milling. Mudzvurwa is similar to roller
meal and has an extraction rate of ahout 90%. This informally processed “roller meal®
is currently available in Bulawayo, Buhera, Gokwe and Mberengwa for Z$.56 10 Z$.58
per kilogram, compared with Z$.63 for the controlled price of industrially-processed
roller meal. Moreover, the milling margins of small-scale mills varies from Z$60-100 per
tonne of maize processed, compared with Z§221 and Z$422 per tonne by industrial
millers for the manufacture of roller meal and super-refined meal (Chisvo et al. 1990).

The effective demand for the informally-milled meals in urban areas is not well
established because grain market regulations have historically blocked the informal
sector from moving grain into urban areas and undercutting the prices of meal offered
through the GMB/industrial milling system. However, demand for maize meal from
informal mills is indicated by the following:

1 Results of a recent household survey in four peri-urban areas of Harare indicate
that a moderate demand for straight-run mecal exists among lower income
groups, reflecting its cost discount. Sixty-two percent of the low-income group
stated that they would purchase straight-run meal if it were 12% cheaper than
roller meal and available in convenient bag sizes (Jayne et al. 1991). Relatively
few of the high- and medium-income groups stated an interest in straight-run
meal, even at substantial price discounts to the more refined meals. These
findings indicate a potential for self-targetting, i.c., that a subsidy on straight-run
meal would be conferred mainly to the poor.

Approximately 5,002 1ciines of maize are produced illegally in the Harare arca
and are milled into straight-run meal by small-scale mills (Mudimu, 1991). In
some areas, a land rent has evolved, indirectly indicating an unmet demand for
straight-run meal in urban areas.
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Table 2. Dcsctiplionofuﬁonsnaiumlspmdandinl'-\babn

T =T

Protein (gmw): 100

Z3500 (Z3616) by
Energy (K'aals): 343

industrial millers;
cumom milied by trom (mgs): 25
iaformal millers &t Calcium (wogs: 120

‘ Z360-90 per tonse Thiamin (mg): 35

* Nussbers in pa includ 4 10 industrial milk § eoill . d tre ) .‘.,m“
during 1991 together with before-and-afier weight messurements of maize processed through sample of hammer mills in bubers and
Mbereagwa Communal Lands {(Chisvo t al, 1991).

by industrial millers in

were

beg sizes until 1979,

*° Straight run meal was p

3 An unknown but sizable quantity of maize is purchased at commercial farms
and mililed into straight-run meal for consumption by houscholds in nearby peri-

urban areas.

Straight-run meal accounted for approximately 5% to 8% of indu.suially-mille:d
m-~ize meal before its manufacture in convenient bag sizes was dlSCOl'Illl.'lllCd in
1979 (Robinson. 1991). While data is not available on consumption by income
category, it is believed that this demand was concentrated pmglanly among tl'ne
poor and in the southern portions of the country. The anticipated decline in
real wages over thc next several years may increasc the demand for less-
expensive staple food products.

<
=
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A survey of one informal miller producing mudzvurwa indicated that his
Bulawayo outlet produces and distributes 20 metric tonnes per day, while his
Gokwe outlet produces and distributes almost 40 tonnes per day.'

Impediments to the development of a viable small-scale informal milling sector

Despite its potential to reduce maize meal costs, informal maize milling is subject to a
number of barriers to entry. The GMB has, in practice, restricted its grain sales to the
large industrial buyers: commercial millers (77% of total GMB maize sales since 1980),
livestock and poultry fecders (8%), brewers (6%) and food aid (7%). Out of 15 depot
managers surveyed during 1990, 13 stated that they do not permit sales to informal
buyers suspected of resclling the grain (Chisvo ct al. 1991). Furthermore, maize grain
cannot legally be transported privately into urban or peri-urban areas. These regulations
prevent small-scale millers from sourcing grain to produce less expensive maize meal for
the benefit of low-income urban consumers. As a result, the government has conferred
a de facto monopoly to industrial millers, even though their margins are two to three
times higher than those of small scale millers.?

Industrial millers receive 132% and 33% more gross revenue for every tonne of super-
refined meal and roller meal, sold respectively, than straight-run meal, Table 3.
Retailers also receive 5% and 13% more profit for stocking and selling super-refined
and roller meal than straight-run meal. Morcover, many retailers are under the
impression that straight-run meal is not even available to order from the mills?

Lacking any threat of competition from informal millers, which are blocked by policy
from procuring grain in impértant urban areas, the industrial millers, whether by choice
or circumstance, arc able to operate a higher cost system without losing market share.
Government regulation and pricing policy therefore appears to create incentives that
perpetuate the distribution of more expensive meal, catering to higher-income tastes,
with potentially adverse consequences for nutrition and incomes among the urban poor.

1 These activities, some of which contravene the regulations of the Grain Marketing Act, appear
to be tolerated on a selective basis by the asthorities.

2 The monopoly granted to Mthl millers is further entrenched in some wrban municipalities
sach as Harare where informal maize -ilgg are banned by law.

3 None of the 35 wrban shops surveyed stocked straight run meal; 80% of these shopowners stated
that they did not think is possible to order straight-run meal from the commercial mills. The other 20%
stated that the major problem with ordering straight-run meal was that it was svailable oaly ir. 50kg and
90kg bags, sizes that are geared towards iastitutional buyers and mot convenient for households to buy.

~
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Table 3. Gross revenue (minus raw material cost) accruing to industrial millers for the manufacture of
various maize meals.

Straight-run meal
(96% outturn)

Rolicr mesl
{(85% outturn)

Super-refined meal
(62% outturn)

government-controlled 1991/92 selling price of meal
ex mill (Z3/1oune)

. procusement cost of maize grain required to produce
one tonne of meal (ic., GMB maize sciling price per
tonoe adjusted for the grain-to-meal outturn rate for

each type of meal (Z3)
gross revenuc from one 10one of meal (Z3)
(a-b)

. approximate market value of maize by-product for
livestock feed (1991 Z$/ionne)

quantity of maize by-product produced in the
manutacture of one tonne of maize mesl (lonnes)

value of by-p troem the fa of
one tonne of maize meal (23)
[CR)]

direct subsidy to millers (Z3$ per toane of meal
produced)

total gross reveaue from ocoe toane of ~esl plus by-
product (ZS) (c + 1+ g) k> <] 185 1%

= Tom bascd oa o TFoods. Rationa! Foods, usiag dllerent calculations,

muendnmm:pc.mﬁmpermbtm-nﬁmﬂ.wwndlw-mwm ZS231, 73154 and 73146,

respectively.
Although direct subsidics to the industrial millers were phascd out in 1986, they were
reintroduced as of April 1991. The effect of this subsidy is to reduce the price of
industrially-produced roller meal by about Z$40, or approximately 20% of the milling
margin. This subsidy introduces an additional entry barrier to the development of a
small-scale milling sector as it artificially reduces the price of the product against which
small-scale millers compete. The continuation of such a subsidy will s.timulate
consumption of industrially-processed meal and narrow the margin within which informal
grain traders and millers may operate profitably.
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Investment in small-scale grain trading and milling is also constrained:*

1. Lack of capital to finance needed investments in equipment, transport, electrical
installations, etc.,

2. The ability to procure needed equipment, which is in short supply in Zimbabwe. This
constraint appears to be correlated with lack of influence or connections; and

3. The ability to hire trusted subordinate managers. Grain procurement and the
operation of distribution outlets over a wide geographical area requires able
subordinates to manage company assets consistent with owner objectives.

Simulation results: an evaluation of three strategies to reduce maize meal costs to low-
income consumers

The Government of Zimbabwe has committed itself to gradually reduce the deficits of
the GMB from current levels of Z$40-60 million to zero by 1994/95. In recognition of
the cffcct that subsidy elimination may have on maize meal prices, the GOZ is currently
considering ways to assure access to and affordability of staple maize meal by low-
income consumers. Two short-run options are under active discussion:

Option A: Continue the existing policy of subsidizing the price of roller meal and
super-refined meal by Z$46 and Z$31 per tonne, respectively. This
amounts to a 7% and 4% reduction in the respective consumer prices.
Provide a direct subsidy to industrial millers for the manufacture of
straight-run meal. The subsidy is to be sufficient to make production
of straight-run meal as profitable as roller meal from the standpoint of

industrial millers. This is estimated to cost approximately Z$11 million.

Option B:

A third, medium-range strategy is proposcd, i.e.,

Option C: Remove direct subsidies or all industrially manufactured meals and

promote new entry and investment in small-scale milling.

Options A or B do not preclude the simultancous adoption of Option C.

b
i

s Results are summarized from surveys of informal millers during 1990 and 1991 by the UZ/MSU
Food Security Research Project.
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Results of this analysis are derived from the econometrically-based simulation model
described in Appendix 1. The analysis contrasts the three options in terms of GMB
maize intake and sales, net exports, GMB operating deficits, subsidies to millers and
total GOZ costs. At any given producer price (denominated in 1991/92 prices and
based on a projected inflation rate of 25% between 1991/92 and 1992/93), GMB selling
prices and maize meal prices are derived by adding a GMB marketing margin of Z$100
per tonne® and a milling margin that reflects the costs and subsidies associated with
each respective scenario. The quantities of each maize meal purchased is derived from
surveys of 515 urban houscholds of diffcrent income brackets (Jayne ct al. 1991). This
survey was designed to identify demand for the various meal types at various prices. For
each policy option, the simulation model was run under two rainfall outcomes: mean
rainfall and one standard deviation below mean rainfall corresponding to a moderate

drought.
Summary results arc presented in Table 4. Four conclusions emerge from the analysis:

(1) Maize demand is estimated to be about 3% lower under Option A than under
Options B and C. This is because the latter options increase the availability of
maize meal at prices below the price of roller meal. The 3% drop in aggregate
consumption will be felt mostly among low-income consumers.

(2) A comparison of Options A and C indicate that the GOZ could offer higher
producer prices to farmers, lower food prices for low-income consumers -- at a
lower cost to the treasury — than the present option of subsidizing roller meal and
super-refined meal.

Aa important difference between Options B and C is that the latter can achieve
about the same level of consumption at less cost to the government treasury.
Option C also offers employment generation and income multipliers in the informal
sector. Recent rescarch in Tanzania has shown that small-scale milling technology
tends to be more labor-intensive than large-scale technology (Bagachwa. 1991).

A major drawback of Option A is that a subsidy on commercially-produced roller
meal would adversely affect investment by emergent businesses in informal grain
milling and trading. Given thai the success of the Structural Adjustment
Programme in general, and the Grain Market Reform Program in particular, is
based upon and requires increased participation and investment by small scale
traders, shopowners, transporters and millers, the pursuit of strategies that
discriminate against this sector is likely to compromisc the objectives of these
Programmes. Furthermore, Option A fails to meet the objectives of the Structural
Adjustment Programme to reduce budget deficits.

5 This margin reflects a lower level of GMB sebtidy commensurate wih is plan to gradually
phase out subsidies by 1994/95.

=,
g
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Table 4. Simulstion analysis results for GMB inuh, sales, net maize exports and government budget cost
associated with selected maize marketing policies and producer prices. :

GOZ budget outlays (Z$ million)

GM.B Subsidy to Total
(ZS per toune) account

23270 (1991/92) = 23340 (1992/93)

6/®
18/101

16/99

9/%0 /8% 13/-1% 1/ 30/96
#09/%0 a2/ FYAT] @'/ Y

205/%0 s18/m1 Y @)’/ (W

The Grst set of figures in each columa rep
7 s mod ught 0 (ie., one
bejow this amount is sbout 33%.

uader mean rainfall conditions; the secoad set of figures
iom bejow meas rainfall). The probability that raintafl will be

wve tradi

io Az subsidize rolier meal p by industrial millers (Z330 million per year);
Scnmfon: Mmmwmwmmmzm-wpr):
Sormario C: md@uﬂﬂnﬂnﬂlwm”auln Jower price than industrial rolier

In addition to these implications for targetting, the results also indicate the following:

(1) Under current real producer p ¥ levels and mcan rainfall, maize demand is likcly
to outstrip GMB intake. Unlike the 1990/91 and 1991/92 marketing years, in which
m.aizc deficits could be covered largely or entircly by surplus stocks, it is likely that
Zimbabwe will be forced to import maize in 1992/93 -- unless good weather
prevails or producer prices are raised.
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(2) The pr.ice ina.casc necessary to obtain self-sufficiency under normal rainfall depeng,
on which policy option is adopted. The simulation results indicate that, hold;
other factors constant, self-sufficiency would be achieved under Optiox; A a:
producer Pricc of Z$365 for the 1992/93 marketing year. Under Options B and .
§clf-sufﬁc1ency would be achieved at Z$370. Pre-planting prices would be requirc,
in order to effectively stimulate supplies during the 1992/93 marketing year. =

Failure to achieve self-sufficiency will inflate GMB’s trading losses. This is beca
the cost ol: procuring maize from the world market is 65-80% higher than the cl::
of domcsl.lc procurement (at prices necessary to achieve self-sufficiency unde
normal rainfall).® This calls into question the recently announced plans by thr
GMB to sh.ut down numerous "unviable” depots and collection points in smallholde:
areas. While these depots may procure supplies at a loss, the question arises as ¢
whether these unit costs are higher than the unit costs of importing maize.” °

In .lhe case of a drought, and under status quo policies, GMB operating losses are
:stxmated to risc from Z3$31 per tonne (estimating 63,000 tonncs of imports in
992/93) to Z$122 per tonne (under an estimated 230,000 tonnes of imports).

gze_ producer price levcl.ncccssary to restore maize self-sufficiency would, under
ption A, require large increases in the price of staple maize meal, even with a
continuation of the present subsidy of Z$20 million per year. It is estimated that

roller meal costs, if unsubsidized, would be Z$850 or i
1 : Z more per tonne in 1992/93
terms (i.e., 30% higher than in 1991/92). Price increases of this magnitude /are

likely to adversely affect nutritional i
status and real incomes of low-i
and rural consumers. fowrincome urban

© Given high transpoct costs to landlocked Zi it s '

» Zimbabwe, c.if. t pri ize i

::s:be order of Z$800-858. By contrast, average domestic pmn-eu'::s ‘Mmfor:hm p:s“::l:'m
.s paid by GMB) mumnly-bo-cmnu-«mmacoummsumwum:

::x:;:i-?:ﬂeny in 1992/93 assuming wormal rainfall. Under current world price and exchange rate

ogie Wﬁkdwmsdm&wﬂemmmmmwmtm

poibinl mms 'i:” > ”i: calkulated at ihe omtial exchange rate of $Z/SUS=58. The cost premivm

(Ml aad Jasen, 19910 'R more pronounced if the US dollar were valued st ifs shadow exchange rate

7
The issue of profitable vs. Joss-making depots is affected by weather and GMB's producer and

.f;:uh'n: :::e::.. 2:«5 and :::?:s. ::: u-:ie:orm ::: nsped to location and sesson, and diverge substantially
o bepmllu“. atin - ermined prices. Viability determined by Jooking at depot balance
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Govemmment Perceptions toward Small-Scale Milling Sector

Despite its apparent benefits, Option C suffers from a number of perceptional problcms,
ie, (a) small-scale milling technology is incfficient; (b) it would be years belore
sufficient informal milling capacity could be developed to benefit urban consumers; and
(c) shifting consumption patterns to more refined, higher-status meals has been a
positive change and it would be demeaning to low-income consumers (o revert back to
the coarser, lower-status meals.

Perception (a) is an empirical question. The criteria for efficicncy includes cost per unit
for a service demanded by the market. Existing evidence indicates that milling margins
(not mecessarily costs) per unit of maize milled are considerably lower for smail-scalc
millers than for the larger industrial millers. Informally-milled roller meal (mudzvurwa)
cost Z$45 less per tonne than the subsidized price of industrial roller meal.

Perception (b) is also an empirical question. The main impediment to investment in
informal milling appears to be access to milling cquipment. The GOZ could relieve this
constraint by importing and auctioning equipment. Interviews with millers indicate that
a plant of 4 shellers and 2 hammer mills would cost 2$250,000 including construction
and electricity costs. Given that consumers would pay Z$45 per tonne less for the
mudzurwa manufactured by such a plant, the sale of 5,500 tonnes would offset the cost
of the initial investment and additional output would represent a net benefit to society.

Concerning perception (c), if low-income consumers prefer to buy straight-run meal,
taking the cost discount into considcration, the government would be doing a disservice
to their constituents if they restricted this option. Furthermore, to the extent that
competition from informal millers would attract market share away from industrial
millers, such a dual system may also stimulate the competitiveness of the industrial
milling sector,if prices are freed, thus passing along benefits to consumers of all income
categories. :

6. Longer Run Issues: Grain Marketing, Food Security and Agricultural Growth

These short-run strategies cannot adequatcly address the underlying structural problems
in the grain marketing system. Mecchanisms to cushion vulnerable groups from the
effects of structural adjustment have been conceptualized primarily in terms of short-run
subsidies. However, rcgulalgry aspects of the food marketing system posc serious
impediments to maize aw:sin d affordability. Their modification must be viewed as
part and parcel of a well-de ed cushioning strategy as well as an overall growth and
development strategy. The GOZ’s main policy response to chronic and transitory food
insecurity has been food and income transfer programs. The need for these costly
programs has become apparent only after long-run food policies have failed.
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This conclusion may be clarified by examples of how the structure and r.
! y cgulatory aspecy
of the grain marketing system exacerbate household food insecurity in vfa!;ls th;};as

be adequately addressed through the continuation of subsidies and free food handoyts

To ensure a consistent flow of maize meal to urban consume
K ] t of m 15, the GOZ has sought
influence prices and dastribution through 2 troll i i iy
ystem, e s st h ugh controlled and centralized maize mark
grain from rural areas o centralised urban milling and sto
aoll; through the official System to one of three procurement arms of the GMB-a b
a‘B depots, normally located In town centres, (2) GMB collection points lomt;:d in
;u!' smalll'loldcr areas; and (3) licenced private traders that buy on behalf of the GMB
“rivate maize trading was never banned in the communal areas, but is ncvcrthelms.
;:nrgumasuc;::cd by government regulations:
. Sm der maize, unless destined for a GMB de; is prohibited fr i
oss thf: boundaries of urban or commercial fan;’:?, ’ St these.
contain virtually all of th i i
private grain trade

Mai . . .
url::: :::z:ot be moved privately from commerciaf farming areas to smallholder or

. The rules governing
of interpretations, In theory,
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6. Small-scale informal maize milling is illegal in urban areas. While there are 25-30
such mills operating in and around Harare, throughput is greatly constrained due to
points (1), (2) and (5).

The combination of producer price incentives, expansion of GMB buying points in
distant rural areas, subsidies on

1. The emphasis on increasing the returns from smallholder grain sales as a means to
stimulate rural incomes implicitly assumes that most farmers are surplus grain
producers. Even in the marginal areas, GMB infrastructure was built with a view to
increase smallholder incomes through increased crop sales.

2. The system is based on an image of grain self-sufficiency in rural areas. Official
controls on intra-rural grain trade restrict the development of alternative marketing
channels and cause most surplus grain production to be channeled into the GMB
system. The uni-directional orientation of the GMB cffectively funnels supplies
directly to industrial buyers in urban areas. Less than 2% of GMB’s total maize
intake since 1980 has been resold to consumers or private traders. The organization
of the market has forced GMB to serve as de facto procurement agent for the large

at GMB depots in town centres throughout the
country do not necessarily ensure grain accessibility in rural areas.

- The current system provides a statutory monopoly on urban distribution of maize
meal to the five large industrial millers. This implicitly implies a perception on the
part of the GOZ that the centralized urban millers provide a more efficient system
than one encouraging competition from the small scale milling sector.

These assumptions are contradicted by recent surveys of houschold, trader, and millers
in Zimbabwe. The data reveal five salient points, Table 5. First, mosi smallholders in
the drier regions sell little or no grain. Income from grain sales is highly concentrated
among a narrow segment of resource rich farmers in the most productive regions. Of
the country’s 170 smallholder farming areas, 18 have accounted for 75% of GMB grain
intake from this sector since 1983. Nationally, the top 10% of smaltholders selling grain
acount for about 90% of total _{g{ome accruing to the communal sector from GMB
maize sales (Jayne et al. 1991). iThese smallholders are almost exclusively in the high-

rainfall areas.
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Notg: The results of these surveys pertain to the period *April 1989 to March 1990 and
sNovember 1988 to October 1989. Rainfall was average to moderately below average
during the relevant production years in all survey areas. “The distinction between
purchases from houscholds and private traders was not made in this study.

source: “UZ/MSU JICRISAT Grain Marketing Surveys, 1990; *Hed4den-Dunkhorst,
Bettina, "The role of small grains in semi-arid smallholder farming systems it Zimbabwe:

p:climinary findings’, draft mimeo, SADCC/ICRISAT, Matopos.

second, between 50 and 100 percent of farm housecholds in the dry areas are typically
aet purchasers of grain. The exact proportion of grain-deficit farm houscholds depends
on the particular geographical area and the quality of the harvest (ic., weather). The

overnment’s investment in GMB infrastructure and producer price incentives have
largely bypassed these houscholds. These farmers appear unable to respond significantly
to producer price incentives because of other binding constraints on production - limited
tand, draft animals, and non-farm income to finance investments in improved technology,
poor soil and erratic rainfall (Goverch. 1991).

Third, household incomes in these grain-purchasing areas are often more affected by the
price of commercial maize meal than by GMB produces prices. Table 5 indicates that
the majority of households in the low-rainfall areas surveyed (Natural Regions IV and
V) were net purchasers of grain and that a large portion of purchased grain was in the
form of urban-milled meal. Urban-milled meal accounted for 79% 10 92% of total grain
purchases, and 24% to 371% of total grain consumption, in a survey of three semi-arid
<mallholder areas studied (Hedden-Dunkhorst. 1990).

Fourth, households selling the most grain tended to have both bigher incomes and grain
consumption. Household surveys in two semi-arid communal areas indicated that, at the
01 level of significance, houschold grain sales were positively correlated with per capita

income, grain availability per houschold member and crop sales from oilsceds and cotton

(Chigume and Jayne, 1991). The poorest houscholds tended to have relatively few

productive assets and were generally purchasers of grain.

Fifth, after the GMB’s buying campaign, in which grain from surplus houscholds is
transported to depots in town centers, many scmi-arid smallholder areas are grain-deficit
in the aggregate. This is evident from the circuitous flow of grain in numerous
smallholder areas in which marketed maize surpluses flow out of rural areas through the
GMB system to be milled in rel:{ﬂvcly distant urban centers, and then flow back into the
same or other rural areas in th{¥orm of expensive commer ial maize meal (Jayne and
Chisvo. 1991). Seventy-five percent of the grain-deficit households interviewed in

ed that they bought urban-milled meal simply because grain was

from a rural hammer mill is more
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pared to carry out this function. Revenues to sustain the new GSTA would come
mainly from the leasing of storage facilities. Service charges could also be levied to

weighing
te large-scale grain exchange transactions
and future delivery.

The GSTA should be established immediately and a storage leasing program developed
to recover costs from storage users. Planning and construction of new storage would
rest with the GSTA and would be done on strictly a commercial basis, Existing storage
would not necessarily be retained by GSTA -- only those large-scale facilities essential
for reserves. The primary societies would retain storage at all of their local collection
points and mills would have whatever proprietary storage they considered necessary for
their operations. The policy of charging for public storage coupled with seasonal price
variations shou'd encourage private storage by mills, commercial farmers and primary
socicties.

The GSTA should be made responsible for ensuring that market mechanisms exist to
supply maize to urban hammermills and to

The logistics Planning Unit in the Ministry of Cooperatives should be transferred to the
GSTA in order to collect data on stocks, prices and marketings from all GSTA
members. s

Related Activities .

The Crop Forecasting and Earl)‘%Vaming system in the Ministry of Agriculture should
be continued but be more closcly integrated with the work of CSO. In addition, the
Ministry of Agriculture, in association with CFB and the GSTA should set wp
information systems to ensure that all farmers and local farmer associations (including
primary societies) have:
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- full and complete information about how the liberalized system works, and
- regular, timely and accurate information on prices being paid by different
buyers.

Government would still be responsible for Famine Relief,
Macro Policies
A “realistic™ relationship between interest rates and inflation is needed to:

= prevent continual erosion of lending agency funds;

- stimulate savings at all levels thereby reducing the excessive need for borrowed
funds to finance the maize subsector (both production and marketing); and,

- ensurc appropriate allocation of labour and capital resources in the subsector,
especially in marketing and on commercial farms,

The current negative interest rates cause the three development lending agencies to lose
half of their capital annually, even with 100% recoveries. Commercial banks do not have
the same problem since it is their depositors, not the banks themselves who lose money.,
However, the lack of incentive to save is impacting heavily on the economy, including

is no incentive to save, farmers themselves will have few funds

profitable, if real interest rates remain negative, this will reduce the amount of both
cquity and credit funds available to small-scale and emerging producers.

The current relationship between interess rates and inflation is also inhibiting the
development of private sector capacity to finance maize and fertilizer purchases by the
mills, Coops and NCZ. Unless this is corrected, government will find it difficult to
withdraw completely even if the other factors are corrected through hiberalization.

International Trade Policy

A revised international trade policy for maize, maize meal and farm inputs is nceded to
liberalize cross-border trade with nearby countries.  Exports of maize would be
discouraged in 1992 by setting into-mill prices at import parity levels. Exports of maize
from all outlying regions should be permitted. Donors may need to assist to ensure that
maize imports are available in urban areas over the next two to three years. Further,
mills should be encouraged to import maize directly on their own. A monitoring system
for exports and imports should be established through the GSTA and the Ministry of
Commerce and Industry.

WMWMW 89

Exports of meal should be banned as long as meal prices are subsidized. When Zambia
reaches a maize surplus Pposition, some of the surplus will be exported as breakfast meal,
Trade in most farm inputs other than fertilizer, is now free. Removal of subsidies and
the favoured status to NCZ will encourage others to engage in fertilizer imports.

Public Financial Support and Budget Administration

The foregoing strategy will result in a reduction in both budget and non-budget financial
suppert to the maize subsector. With the establishment of

operations of the Reserve can be
subsidy will be dropped entirely,

Government will. have continuing obligations for debts and for loans and loan
guar::st:cs Revised budget planning and administration procedures are needed to
establish:

(i) realistic estimates of inflation, and
(i) within-year and between-year program adjustments,

If such a strategy is adopted, it is believed that direct budget support to the sector can
be reduced by 50 to 80% and supplementary support climinated entirely by about 1993,
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Evidence is provided to conclude that 1) the need for maize imports in 1991/92 is not
atemporary aberration caused only by drought, i.c., under the continuation of status quo
policies, Zimbabwe is likely to be a chronic maize importer throughout the 1990s; 2)
the country’s ability to maintain grain self-sufficiency in the short-run will involve, in the
short-run, a 10% to 12% increase in maize producer prices over and above inflation,
ceteris paribus, and in the long run, improved crop productivity; and 3) the GOZ’s ability
to raise real producer prices at a time when GMB subsidies are to be eliminated --
without causing large increases in staple maize meal prices -- may be facilitated by
selected government investments and policy changes to support the development of
small-scale trading and milling networks. Such changes could simultancously result in
higher producer prices to stimulate food supplies without requiring major increases in
food prices to low income groups and or large government subsidies. Such gains,
however, could be accomplished only in the medium run. In the very short run, a
targeted subsidy may be necessary to protect vulnerable groups’s access to staple grain.
A subsidy on straight-run meal, being self-targetting, would be more cost-effective in
protecting vulnerable groups than the current blanket subsidies on roller meal and super-
refined meal which confer benefits to all consumers irrespective of income status,

Major Trends in Zimbabwe’s Maize Sector

The food policy objectives of the Government of Zimbabwe since independence in 1980,
have been, inter alia: 1) income growth among rural smallholders; 2) food security, with
particular attention to the urban and rural poor; 3) stability in prices and supplies of
basic foodstuffs; and 4) the minimization of budgetary losses arising from government
marketing and pricing operations (GOZ, 1983; 1986).

Grain pricing and marketing policies have been primary instruments to achieve these
broad objectives. The expansion of GMB buying depots into the communal lands was
a pillar of post-independence policy to promote income growth among smaltholders.
Producer prices were normally kept above export parity. Agricultural credit disbursed
to smallholders increased dramatically with repayment tied to crop sales to GMB. These
policies contributed to the dramatic rise in GMB grain intake from the smallholder

sector (Rohrbach, 1989).

However, perceptions have lagged behind reality since the mid-1980s. Since 1985, the
growth rates of grain production and supply have been outstripped by growth rates of
population and demand. The maintenance of large grain stockpiles, carried forward
from the mid-1980s, prompted ion of methods to dispose of maize surpluses, c.g.,
via the manufacture of ethanol §3r fuel, and obscured Zimbabwe’s trend toward national
grain deficits.
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Recent trends
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Figure 2. Maize area i)lanted by smallholder sector, 1980-91.

ize yields have been Stagnant over the past 15 years, Figure 3.
e Mashonaland provinces have been trending upward over the
decade, but all other provinces show little improvement in productivity since 1985, Figure

Note: specified years are harvesy years. Figures for 1991 are estimates,
Source: Centraj Statistics Office (various years),

Figure 1. Maize area planted by commercial sector, 1980.91,
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Figure 3. Commercial sector maize yields, 1975-91. Source: Agritex crop forecasts (various years)

Figure 4. Smallholder maize yields,1980-91.
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: Both smallholder and commercial maize production fluctuate with the weather, Figure

! 5. However, neither sector has ever exceeded its 1984/85 production Jevel. Most of the
stagnation in maize production is due to declining area. Given average yields, maize
production is shrinking at a rate of 90,000 and 53,000 tonnes from the commercial ang
communal sectors respectively each year. Per capita, maize production is 25% lower in
1991 than at independence, Figure 6.
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Note: specified years are harvest years. Figures for 1991 are estimates.
Source: Agritex Second Crop Estimates (various years); Central Statistics Office (various years).

Figure 5. Maize Production in Zimbabwe, 1980-91.
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Figure 6. Maize Production per capita in Zimbabwe, 1980-91.

The production stagnation is a associated with a consistent slide in real maize
producer prices since 1981 (Figure 7). Real maize prices were, on average, 25%
higher during the first half of the 1980s than during the second half. With inflation
currently running at 25%-30%, the 1992/93 pre-planting price of Z$325 per tonne
is even lower in real terms than the 1991/92 price -- the lowest producer price in
real terms since 1970. Yet lower maize producer prices have not resulted in lower
consumer prices for maize meal.h Marketing costs are absorbing an increasing
proportion of the value of industrijfly-processed maize meal. The higher marketing
costs over the past decade, while commonly attributed to GMB, are also due to
sustantial increases in subsidies and margins to industrial millers, Figure 8.
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Figure 7. Official maize and roller meal selling prices, 1980-91. costs, 1385-91.
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Small Maize decliveries to GMB rose impressively during the first five years of
independence, but have shown little upward trend since 1985, Figure 9. This growth is

likely to be slowed futher as rural population increases, the private grain trader develops
and GMB shuts down depots in remote smallholder areas as currently planned.

Commercial maize supplies already have been declining at a rate of 90,000 metric tonnes
a year since 1981.

thousand tonnes

T T — -

0 v —— — Y
1980 1981 1982 1983 1084 1985 1986 1987 1988 1980 1990 1991

[——total ____commercial ___ smallholder]

Note: Specified years are marketing years (¢.g., 1980=April 1980 to March 1981). Figures for 1991 are
estimates.
Source: Agricultural Marketing Authority (various years).

Figure 9. Maize deliveries to the Grain Marketing Board, 1980-91.
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Meanwhile, the demand for GMB maize has increased 5.5% per year since 1985,
reflecting rapid urban population growth, Figure 10. Maize sales have exceeded
purchases for in the past two years.
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Figure 10. Maize sales by the Grain Marketing Board, 1984-91.
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Factors responsible for the decline in maize self-sufficiency:

The gradual decline in per capita maize production and supply, while exacerbated by
poor weather, also appears to have several underlying structural causes:

1 The slide in real maize prices since 1985 -- Producer prices are 25% lower thag
in 1985, after adjusting for inflation. Since then, there has been little
improvement in productivity to offset the effect of declining prices on
profitability.

The improved hybrid seed varietics that stimulated smallholder productivity
during 1980-85 are now almost universally adopted. A new set of technological
improvements or management practices is necessary to stimulate additional
gains in productivity.

AFC credit to smaltholders has been declining since 1987 while input costs have
been rising. The amount of AN and Compound D fertilizer that can be
purchased with AFC credit disbursed to smallholders is now 111,000 metric
tonncs compared with 205,000 tonnes in 1987. Declining fertilizer usage, along
with relatively poor rainfall, may explain why smallholder maize yields, even in
the relatively productive Mashonaland provinces, have exceeded their 1985 level
only once.

Input delivery systems continue to be largely unresponsive to smallholder nceds.
Withdrawal of marketing infrastructure - even though 17 additional grain
buying depots have been established since 1985, the number of rural collection
points has declined from over 100 in 1985, to 42 in 1989, to 9 in 1991. The
major reason for this withdrawal is cost (Zana, 1991).

National population growth of 3% per year - the population is now 20% larger
than it was in 1985,

Projecting National Maize Supplies, Demand and Net Exports: 1992/92 - 1994/95

What would be Zimbabwe's expected maize supply, demand and trade position at
alternative producer price levels if existing marketing regulations are maintained? This
issue is addressed using an cconometrically-based simulation mode! of the maize market.
The model forecasts maize production, GMB intake, GMB sales, maize processed by
industrial and informal millers, urban consumption, rural consumption and trade as
functions of GMB price levels, weather, stock policy and marketing costs between
regions. The model includes seven maize production regions: (a) commercial farmers
in Mashonaland; (b) smallholders in Mashonaland; (c) commercial producers in the
remaining provinces; (d) smallholders in Midlands and Manicaland provinces; and (e)
smallholders in Masvingo, Matabeleland North and South Provinces.

Insights From Empirical Information on Farmer and Market Behavior

necded for their own consumption. Although the local authorities have tried to explain
to farmers the risk involved in selling all their current crops, this does not seem to help
change attitudes since farmers believe they have the right to sell whatever they want,
and to whomever they wish.” (Noticias, 8/14/91).

Prior rapid appraisal results showed that the behavior of local officials is a critical
element in the process of rethinking and adjusting to market rule changes made at
provincial and national levels. National level rule changes may happen only in theory
if local leaders do not understand or want to participate in their implementation. Local
officials who live closc to rural producers and consumers are among the first to
personally feel mistakes in market organization decided upon in distant locations. Hence
systematic information about farmer and trader practices and the consequences of these
can be useful to help guide the reform process. This process is clearly under doubt by
the authoritics quoted in the above news clipping. Key dimensions of farmer and
merchant behavior that we will inform in this paper are:

o What are current farmer marketing practices, food buying and selling
patterns, and what is the degree to which farmers are dependent on the
market for cash income and/or for additional food supplies?

Have the farmers seen or perceived systematic changes in marketing
arrangements over the past five years? Have they been affected by
new options or by new marketing system participants? Have higher
prices, compared to official minimum prices, reached these rural
districts? If so, are they stimulating farmers to market supplies needed
for on-farm consumption?

What key factors, in addition to food crop market participation and the
production of cash crops, are associated with different levels of food
production and availability on the farm?

EMPIRICAL INSIGHTS ABOUT FARMER BEHAVIOR
Farm Households and Markets in Nampula
The family sector household survey provided a information regarding the production,
sales, purchase, and consumption behavior of rural houscholds. It obtained qualitative

information regarding farmer pgreeptions of problems and new opportunities facing
them in the agricultural scctor.“i-g
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FoodepBuyingmdSclEnghuctimomem

A ten year civil war, together with a lon
the private sector, has had a

I : infrastructure, continuing risk of attacks, ang
uncertainty regarding the content of political reform have hindered the ability of farmerg
and merchants to respond to the liberalized policy environment instituted under the
.EC(_)nomlc Rehabilitation Program (ERP). However, preliminary survey analyses
indicate that Mozambican smallholders do participate in food and cash crop markets,
primarily as sellers, but also as buyers.

Table 1 presents a classification of farm houscholds in each district according to their
food crop market behavior.” These groups are mutually exclusive, and each are
affected differently by government policy, especially price policy.

TABLE 1. HOUSEHOLD FOOD MARKET PARTICIPATION
IN SELECTED DISTRICTS OF NAMPULA PROVINCE!

Districts

Household Food Crop
Market Participation

Monapo Ribaue Angoche

—— % OF HOUSEHOLDS —
Buy Only 42
Buy & Sell . 50
Scll Only . 63.0

Neither Buy ror Sell 25.7 27.7

! Food €rops are maize, cassava, Leans, rice, peanut, and sorghum

Source: MOA/MSU/UA Farm Household Survey

Shquld policies stressing price increases be implemented as a means to encourage
agncultural production, farmers who only buy and those who buy more than they sell,
will see their income reduced, at least in the short-run. In contrast, farmers who only
sell .al-'ld those selling more than they buy, will enjoy increased income. Farmers not
participating in the market will remain largely untouched by price policy. But policics

7.
The food s included in this and the follow; table: i h
and sorghuy crop lowing S are maize, cassava, beans, rice, peanut,
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and investments which result in increased competitiveness, efficiency and efficacy in the
market will help all farmers already active in the market. They also will encourage
participation by those who currently remain outside the system. In the long run, this will
result in an improved commercial system, a "sine qua non" for the improved welfare of
the rural populations.

The results show that large majorities in all districts participate in the food crop market,
but that the great majority of these do so only as sellers. This is especially true in
Ribaue and Angoche where fewer than 10 percent purchased food crops during the past
year. Monapo, the district with the most extensive cotton production, shows the highest
proportion of food crop buyers (21 percent). Both Monapo and Ribaue have relatively
high proportions of non-participants in the food crop market. In each, slightly more
than one-quarter of all households neither bought nor sold any food crop.

Food sales are a significant source of household income in ail three districts.® The
average household derives over 16 percent of its income from food seles. This figure is
highest in Angoche (over 27 percent) and lowest in Monapo (8.3 percent) with Ribaue
in between (nearly 14 percent).

Food crop purchases are important for a minority of households. Nearly 8 percent of
the sampled houscholds were net buyers of food crops® and purchases by these
bouscholds represent nearly 20 percent of their total caloric supply.

These results contrast with recent findings in other sub-saharan Africa countries where
it is not unusual to find that over half of all rural houscholds are net buyers of the staple
food (Dione; Goetz; Kelly et al; Reardon and Peters). The explanation for a lower
proportion of net buyers in Mozambique may be a combination of two factors, First,
the Mozambican smallholder for many years has been subject to extractive economic
policies oriented toward removing grains from rural areas under the assumption that all
rural households are sclf-sufficient. Grain trade within rural areas, until the past few
years, has been actively discouraged. The second factor, the country’s ten year civil war,
is unique in comparison with other African countries as it has destroyed roads and rural
stores, making it very dangerous for rural traders to hold food except for short periods
of time. As a result, food generally is not available in many rural stores, except during
the harvest season.

A
8Housellold income is nh#d as the valoe of all prodection (sold and retained), plus cash and
ident family members, phus remittances of non-resident members,
plus the value of sold and slaughtered livestock, minus cash and in-kind payments to hired labor.

9A household was classified as a net buyer of food crops if, taken together, it bought more calories

beaas, rice, p s, and sorghum.

than it sold in maize, ¢ ¥
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Marketing Channels and FPrices Paid

Onc of the objectives of the ERP is to incrcase competition in rural agricultural markets,
As the war ends and marketing infrastructure is rebuilt, the structure of thesc markets
will influence the wellbeing of the rural population. The level of competition for
farmers’ products will affect this sector’s response to the liberalized policy environment
and thus the ability of the country to achicve its agricultural potential.

Both survey data and informal information indicate that existing traders continue to
enjoy strong market positions. These traders tend to pay the government mandated
minimum producer price which is no longer meant to be a fixed price for producers.

Household heads were asked whether they felt the marketing of their products had
become easier or more difficult over the past five years. Respondents in Monapo and
Angoche generally perceive that marketing has become easier, by proportions of 80
percent and 95 percent, respectively. In Ribaue, the area most affected by the war and
with the poorest marketing infrastructure, nearly two-thirds (64 percent) felt that
marketing had become more difficult. Those who felt they could now market more
easily cited as principal reasons the presence of more buyers (51 percent) and better
prices (36 percent). The most common reasons cited for greater difficulty in marketing
were transport, security problems and late payment by traders, each with an
approximately 20 percent response.

Table 2 presents survey data on the purchase volume and mean prices paid by the two
principal types of buyers in the study area. Cashews were included in the basket of food
crops due to their great importance as an income source for small holders. Cotton, also
a very important cash crop, is not purchased in any appreciable quantitics by the two
types of traders considered in this table, and was not included. “Lojistas”, rural shop
owners, were the only officially recognized rural traders prior to economic reform
measures. "Ambulantes” are itinerant traders, most of whom have entered the market
only since the onset of economic reform. Many reportedly operate without a license.

Results show that absolute quantities sold are quitc small, averaging less than 400 kg per
family over all crops. Cassava and cashew dominate. Cashews, with an average price
of approximately 500 MT/KG vs 110 MT/KG for cassava, leads in the value of sales.
The volume data clearly show that established lojistas continue to hold a dominant
market position handling almost 70 percent of the total volume transacted. The
exception to this pattern is cassava where the new ambulantes captured over two-thirds
of all farmer sales.
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In every case except peanuts, ambulantes paid highcr mcan prices than lojistas. For
maize and beans, prices paid by lojistas arc ncarly identical to minimum prices sct by
the government, a pricc meant only to provide a floor below which producer prices
would not fall (190 Mt/kg for maize and 270 Mt/kg for bcans). This is reflected in the
weckly AMT =S data, which show producer prices at rural shops are very sticky around
the floor p 5.

In summary, there is cvidence of entry by new market participants and these new
entrants are compcling with established traders by offering morce attractive prices to
producers. In the cases of maize and beans, however, this competition has not forced
lojistas to pay farmers above the floor prices. It appears that these new entrants have
not yet seriously challenged the dominant market position of the established traders.

TABLE 2. PURCHASE VOLUME AND MEAN PRICES PAID BY TYPE OF BUYER IN SELECTED
DISTRICTS OF NAMPUILA FROVINCE

Type of Participant in the Market?

Lojista Ambulante
Total
Purchases Totat Price Total Price

xg) Purchases (Mt/kg) Purchases (Mt/kg)
Corn 22,302 17,750 4552 246
Beans 4,521 2,741 1.780 301
Dry Manioc 46,380 14,580 31.800 118
Rice 10,458 8.501 1,958 320
Peanuts 3,79 2.389 1410 428
Cashews 44,100 43970 130 425

TOTAL 131,560 89,930 41.630

! Cotton, a very important cash crop, is purchased almost cntircly by Entreposto and dos
Santos, and thus does not appear in this table.

Lojistas were the only participants in the market who were officially recognized in rural
commerce before the economic reforms. Ambulantes are itinerant traders, most of
whom entered the market only after the launching of cconomic reforms.

2

MA/MSU/UA Smallholder Survey

Cddlon /Food Crop Interactions

The intcraction between cash crops and food crops, and the impacts of
commercialization on the income, consumption, and nutritional status of rural people,
has been investigated throughout the developing world but continues to be a source of
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great debate (Maxwell et al)). A major objective of the Mozambique survey is 1o inform,
the'lssue of cotton production in Nampula province and to clarify the policy Optiong
available to the country as its rural cconomy becomes more commerecialized,

_Cotto.n production is most established in the district of Monapo. Over 50 perceng of
mterviewed farmers in this district grew cotton. No farmers in Angoche grew the ¢r,
f«lnd a relatively small and diminishing number produced cotton in Ribaue. Smallhold:
in !.Vlon.apo produce cotton on their own land under the supervision of two Ponuguc::

These compafnie.s have been granted regions of influence by the Mozambica,;
government within \yhich they have monopoly rights for the purchase of cotton, Iy
general, the companies provide pesticides but no other inputs for smallholders,

Preliminary analysis shows that cotton producing households, on average, achieve greater
household incomes than non-cotton houscholds cultivating similar amounts of land. Thjg

show? causal relationships, nor has it clearly distinguished the many factors whicn may
contribute to this situation. Both will be foci of data analysis over the next few months

Table 3 presents summary statistics on cotton and non-cotton growing households in
Monapo district.® Land holings show the same pattern as incomes. Cotton growers
cultivate slightly more land per household, but approximately the same per household
adult equivalent (AE) as non-cotton growers. Cotton growers have more adult laborers
per household but slightly fewer per hectare cultivated. Dependency ratios are similar
as is the probability of the presence and amount of fallow for those who have it. Conon'
growers, on average, allocate 39 percent of iheir cultivated land to cotton, but are able
to produce nearly 30 percent more energy than non-cotton growers per hectare of land
in food crops.

Table 4 presents cotton and non-cotton growing households’ mean kilocalories produced,
the number of houscholds in each group and the percent of kilocalories sold by adult
equivalent land area quartile in Monapo.”  Cotton hauseholds, on average, produce
less energy per adult equivalent than do non-cotton households in the same land

10 . N
Only Monapo is considered in this section, since cotton has not become firmly established in
the smaliholder sectors of the other two provinces,

1"
These quartiles are based on cultivated land per household adult ivalent. They do mot
include fallow, ‘Tney will be referred (o simply as land quartiles. -
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quartile, Table 4. Land per adult equivalent does not appear to systematically change
this pattern.

TABLE 3. SUMMARY HOUSEHOLD LEVEL STATISTICS, COTTON GROWERS & NON-COTTON
GROWERS MONAPO DISTRICT

COTTON NO COTTON
Net Income (Mt) 405,867 331411
Net Income/AE (Mt) 120,361 128,545
Cultivated Area 177 1.30
Cultivated Area/AE! 53 57
Arca in Cotton (%) 39 0
Adult Laborers? 2.7 22
Adult Laborers/Ha 205 22
Dependency Ratio(%)* 38 31
% w/Fallow 52 4
Ha in Fallow* 1.1 10
“Energy Yie;« - 11413 8915
! Adult equivalent is based on FAO consumption requirements for "normal” activity
levels, and is defined as follows:

Males 10 or older: 1

Females 20 or older: N7

Females 10-19: 84

Children less than 10: .60

Adult laborers are defined as all residents between the ages of 10 and 65, inclusive.
Dependency Ratio is (Total Members - Adult Laborers)/Total Members.

For those who have fallow.

Kitocalories produced/AE /day on each ha of land in food crops.

L R TR Y

Source: MOA/MSU/UA Farm Household Survey

But perhaps the most important result shown in this table is that all but the smallest
one-quarter of cotton growers in the sample produce sufficient encrgy at the houschold
level for each of their membersyto receive a calorically adequate diet."”?

\)

12y quate intra-h hold food allocation to children and pregnant and lactating mothers can

obviously result in individual household wembers being under nourished in spite of adequate household

supplies (Kennedy and Cogill, 1987). This important issue is not addressed in this paper, due to fack of
ber fevel ¢ ption data.
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Cotton houscholds tend 1o scll a smalier proportion of their energy production than dg
non-cotton households. But this diffcrence is not as great as one might e
considering that cash earned from cotton reduces the need to sell food. In fact, non.
cotton houscholds have other cash income sources in addition to food crop sales. These
households earn more from cashew sales and off-farm work than cotton growing
houscholds. Consistent with this pattern, regression analysis indicates that an extra 100
MT carned from cotton sales adds only 46 MT to total cash carnings. Overall, cash
income represents 62 percent of total income in cotton houscholds and 49 percent in
non-cotion houscholds.

TABLE 4. MEAN KILOCALORIE PRODUCTION AND PERCENT SOLD PER ADULT EQUIVALENT
PER DAY, BY COTTON GROWERS AND NON-COTTON GROWERS AND ADULT
EQUIVALENT LAND AREA QUARTILE IN MONAPO?
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just as much energy, on average, as cotton growers in the same quartile, but sell much
more (16 percent compared to only 4 percent for cotton growers). These food sales, in
the absence of offsetting purchases, result in average encrgy availability of only 82
percent of the FAO requircment. Thus, cotton growing in this quartile is associated with

greater energy availability through fewer food crop sales.

TABLE 5. MEAN KIUOCALORIE AVAILABILITY PER ADULT EQUIVALENT PER DAY,BY COTTON
GROWERS AND NON-COTTON GROWERS AND ADULT EQUIVALENT LAND AREA

QUARTILE IN MONA

QUARTILES OF AREA CULTIVATED/ADULT EQUIVALENT

.11 ha-29 ha 30 ha-44 ha A4S ha-71 ha .72 ha-2.33 ha

QUARTILES OF AREA CULTIVATED/ADULT EQUIVALENT TOTAL

.11 ha-29 ha .30 ha-.44 ha .45 ha-.71 ha .72 ha-2.33 ha
KCAL %
PROD. SOL
KCAL N % KCAL N % KCAL N % KCAL N % D
PROD. SOL PROD. SOL PROD. SOL PROD. SOL

D D D D

COTTON

NO 2103 16 3 2652 10 16 5650 9 11 6374 12 16 4112 11
YES 1258 11 3 2643 18 4 334 18 10 SM3 12 12 3099 7

Food crops included are maize, cassava, i-cans, rice, peanui, and sorghum

Source: MOA/MSU/UA Farmm Houschold Survey

Table 5 shows the mean kilocalories available per adult equivalent for both cotton and
non-cotton producing houscholds after adjusting for sales, purchases, food paid 1o
laborers, and food carned in labor off the farm. Neither type of houschold appears to
usc this cash to purchase appreciable quantities of food. Overall, purchases account for
slightly more than 2 percent of total availat:~ energy for non-cotton houscholds and §
percent for cotton houscholds. This lack of food purchases should be expected for
cotton growers and non-colton growers who fall into the third and fourth land arca
quartiles where mean caloric availability is well above the FAO requirement of 2,500 per
adult cquivalent. On average, cotton growers in the sccond land quartile also appear to
have sufficient cnergy available, although some houscholds in this group are deficit. This
is not the case for non-cotton growers in the second quartife. These houscholds produce

—- Mean Kilocalorie Availability/AE/Day —
NO 2049 4884 4803
YES 1306 2443 3082 4722

t Food crops included are maize, cassava, beans, rice, pcanut and sorghum

Source: MOA/MSU/UA Farm Houschold Survey

Both cotton and non-cotton growers in the lowest land area quartile appear to be at
significant nutritional risk with this vulnerability being greatest for cotton growers. The
inability of food markets to help these houscholds closc their energy gap is espeaally
troubling. Future research needs to address two issues. First, why don’t smallholders
currently utilize food markets to close the energy gap? And second, why do these
households have such limited access to land and other resources?

Perhaps the most important conclusion to draw from these data is that rural product
markets are not currently playing a significant rolc in the food security strategies of
smaliholders. This contrasts to findings in many other African countries. Cotton
growing houscholds have similar total incomes and highcr cash incomes than non-cotton
growers. But the smaller growers do not or cannot utilize this cash income to achieve
acceptable levels of encrgy availability. This product market failure could become a
constraint on increased cash crop production in the smallholder sector (de Janvry et al,,
Staatz & Wohl; Jaync). .

POLICY lMPLIéATIONS AND FURTHER RESEARCH

At Icast four of the cmpirical results presented in this paper have important policy
implications for Mozambique. First, a majority of smallholders arc active in the food
market as sellers, with more than 16 percent of houschold income across the three
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districts derived from food sales. Food purchases, on the other hand, are negligible
except for 5 percent to 10 percent of the population. Thus, in the short run, increased
prices for food crops in rural areas should increase the incomes of a majority of
producers. Given the relatively large rural-urban margins for most food items, rural
food crop prices could increase due to greater competition and efficiency in the
marketing process without increasing prices to consumers.

Second, it has been noted that the low level of food purchases in rural areas of
Mozambique may be an artifact of the civil war combined with past economic policies.
As security in the countryside improves and the rural marketing system begins to
develop, it is expected that smallholders increasingly will specialize in the production of
higher value cash crops such as cotton and cashew. One would also expect the demand
for rural off-farm labor to expand as the rural economy recovers from its current
trauma. Thus, the population of net buyers in rural areas could increase. The clear
implication for the longer run, is that increasing prices as a strategy to elicit increased
food output could have negative rather than positive effects for many rural houscholds.

Third, since the inception of the ERP in 1987, some structural change appears to have
taken place in rural markets. The informal trading system, which has emerged with such
energy in urban areas, has only begun to be felt in rural areas. Basicly, marketing in the
smallholder sector proceeds as always, with established rural store owners purchasing
the bulk of the marketed surplus at supposedly "official” prices and moving it through
traditional marketing channels. Farmers and traders seem to have little comprchension
of the more flexible minimum price policy as contrasted with the abandoned policy of
official (fixed) prices. New entrants have begun to pay more than the minimum prices,
but buy a relatively small proportion of the marketed surplus. Their activities have not
caused store owners to push their own prices above the current minimum prices.

There is need for the government to inform rural producers and traders of the new rules
of the game. If the government is to assist the new entrants, it needs to know who they
are, how they operate, and what hurdles they face in expanding and improving their
operation. The supply response after the war and the policy reform will be facilitated
by a more open, competitive and effective rural marketing system.

Finally, cotton growers, on average, arc producing nearly 30 percent more cnergy per
hectare of land in food crops than non-cotton growers. As a result, the larger growers
(those in the third and fourth land area quartiles) comfortably achieve adequate levels
of food availability and enjoy higher incomes than similar non-cotton growers. In the
second quartile, cotton growers, on average, have sufficicnt food available while non-
cotton growers do not. But the smallest cotton growers are at nutritional risk and are
significantly worse off than non-cotton growers of the same size. Smallholders are
unlikely to increase cotton production, or the production of any cash crop, if doing so
reduces their food consumption.
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The effectiveness and efficiency of rural food markets will determine the wellbeing of
the smallholder sector, will strongly influence its response to improved food price
incentives and to the enhanced opportunities for cash crop production. The response
of millions of small farmers will determine the country’s realisation of its agricultural
potential or its dependency on foreign aid for the foresceable future.

REFERENCES

de Janvry, Alain, M. Fachamps and E. Sadoulet. 1991. "Peasant Household Behavior with
Missing Markets: Some Paradoxes Explained”. The Economic Journal, Vol. 101
(November), pp. 1400-1417.

Dias, et al. 1990. "Informing the Process of Agricultural Market Reform in Mozambique:
A Progress Report”, in Rukuni and Wyckofl, cds., Market Reforms, Research Folicies and
SADCC Food Security, proceedings of the Sixth Annual Conference of Food Security
Rescarch in Southern Africa, November 12-14, 1990. Univ. of Zimbabwe/Michigan
State Univ. Food Security Research in Southern Africa Project, Dept. of Agricultural
Economics and Extension, Univ. of Zimbabwe, Harare

Dione, J. 1989. “Informing Food Security Policy in Mali: Interactions Between
Technology, Institutions, and Market Reforms”, Ph.D. Thesis, Dept. of Agricultural
Economics, Michigan State University.

Goetz, SJ. 1990. "Market Reforms, Food Security, and the Cash Crop-Food Crop
Debate in Southcastern Sencgal”, Ph.D. Thesis, Dept. of Agricultural Economics,
Michigan State University]

Jayne, Thomas S. 1991. "Cash Cropping Incentives, Food Market Performance and the
Divergence between National and Household Comparative Advantage”, Draft Manuscript,
Department of Agricultural Economics, Michigan State University.

Kelly, V., T. Reardon and L. McNeilly. 1991. “Sales, Purchases, and Gifts of Agricultural
Products in the Peanut Basin and Senegal Oriental, October 1988 - September 1989".
Project Document No. 6 submitted to USAID/Senegal.

Kennedy, E. and Bruce Cogill. 1987. "Income and Nutritional Effects of the
Commercialization of Agriculture_in Southwestern Kenya", IFPR1 Research Report No.
63. Washington, D.C. ;*ﬁ

Maxwell, Simon and Adrian Fernando. 1989. “Cash Crops in Developing Countries: The
Issues, the Facts, the Policies”. World Development, Vol. 17, no. 11, pp. 1677-1798.




146 H. Manule et. al.

MOA/MSU/UA Research Team. 1992. “A Socio-Economic Survey in the Province of
Nampula: Rescarch Methods". NDAE Working Paper No. 3E, Ministry of Agriculture,

Mozambique.

Reardon, T. and May Mercado Peters. 1991. "Self-Financing of Rural Household Cash
Expenditures in Burkina Faso: the Case of Net Cereal Buyers®, in Benoit-Cattin and
Griffon, eds., Finance and Development in West Africa. CIRAD, Montpellier, France
(Forthcoming).

Staatz, John and Jennifer Wohl. 1991. "The Evolution of Food Seif-Sufficiency Policies
in West Africa,” in Fred J. Ruppel and Earl D. Kellogg, eds., Nationc! and Regional Self-
Sufficiency Goals: Implications for Intemational Agriculture. Boulder, Lynn Rienner.

m

Governments’ Role in Price Determination, Stock Management and
Import-Export of Grains and Farm Input --
Implication for Food Security




AGRICULTURAL PRICING POLICY FOR ZIMBABWE

T. Takavarasha !

Introduction

This paper surveys the previous analyses of pricing policy in Zimbabwe since
Independence . The general conclusion emerging is that Zimbabwe is one of the few
countries where producer price policy has been used successfully to influence farmers’
decisions and the pattern of agricultural production. However, Zimbabwe's pricing and
marketing policy has encouraged capital intensive, high cost production methods. These
policies also have had negative impacts on production efficiency, income distribution and
employment (Blackie and Muir, 1991). Many of these problems could be overcome

through a true liberalization of agricultural pricing and marketing.

A review of the major objectives of price policy intervention is provided, together with
an evaluation of key macro-economic performance indicators during the ten year period
from 1980. Nominal rates of protection for individual commodities are calculated, first
with the world price converted at the official exchange rate, and sccondly, with the
exchange rate adjusted for overvaluation. Changes in pricing policy analysis that will be
brought about by the new.cconomic reform programme (GOZ, 1991) is examined.

Objectives of Pricing Policy

For a comprehensive assessment of the effects of any particular policy measure, (price
policy in this instance), it is important to first fully understand the policy objectives which
that policy instrument is designed to achieve, and secondly, the overall Government
macro-economic policy objectives within which the pricing objectives are set.

! Deputy Secretary, Econonicﬁknd Markets Branch, Ministry of Lands, Agriculture and Runal
Resettlement. . ‘f;

z‘l‘lle bulk of the analysis presented in this paper dwells heavily on work by the Food Studies Group
(1990), M Roth (1990), M. Morris (1990), W. Masters (1991), Rukovo et al. (1991), O'Driscoll and
Takavarasha (1988), Jansen and Muir (1991), and the suthor’s personal experience working in MLARR
since 1980.
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An evaluation of the performance of key macro-economic indicators dering the period
of analysis will help show the environment in which pricing policy has been operating,
The success of any price intervention scheme depends, in part, on the broader
development objectives pursued by a country and the corresponding policies used to
secure those objectives (FAO, 1987).

The economic objectives of the new indcpendent Government were first set out in
Growth with Equity, GOZ, 1981. Government stated in this document its desire to
pursue and implement policies based on socialist, egalitarian and democratic conditions
of rapid economic growth, full employment, price stability, dynamic efficiency in resource
allocation and equitable distribution of the resulting benefits. Zimbabwe’s Transitional
and First National Development Plans (GOZ. 1982, 1986) also set broad policy
objectives which included economic efficiency, economic growth, equity , food security,
stabilization, inflation control and foreign exchange generation. Each of these objectives
has been pursued through a variety of policy instruments including taxes, subsidies, tariffs
and price intervention.

While some of these objectives and policy instruments are mutually reinforcing, they can
conflict with each other in a number of cases. For example, the equity objective is often
framed in the context of providing food at an affordable price to the poor. If done by
means of consumer subsidies, it may mean benefiting the urban sector at the expense
of the poorer rural population. On the other hand, if the supply of cheap food is
achicved by paying food producers low prices, this may discourage domestic production,
which conflicts with the efficiency and other objectives. Thus, a key consideration in
agricultural price policy analysis is a need to understand the basic national objectives and
the policy environment within which the price policy mechanism is expected to operate.

The Ministry of Lands, Agriculture and Rural Resettlement (1989) defined its policy
objectives in controlling producer prices as follows:

a) to ensure food self-sufficiency at reasonably low prices to the consumer id
satisfy the demand for agricultural raw materials;

b) to raise the average level of producer incomes through increased prod:ction at
remunerative prices;

c) to improve the contribution of agriculture to foreign exchange curnings by
providing producers with the necessary incentives to produce markected output
and minimize food import requirements;
to achicve greater control over the supply of agricultural products thercby
producing greater price and income stability;
to generate high rates of cconomic growth and to sustain and cxpand
employmcut in the economy as a whole; and
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f) to improve productivity and living standards of farm families in communal,
resettlement and small-scale commercial farming areas.

Since independence, increasing emphasis has been placed on the need to promote
development of communal area agriculture, at the same time restraining the growing
budgetary cost of agricultural intervention >, The reconciliation of the various aims of
the pricing policy outlined above is one of the most difficult economic management tasks
in Zimbabwe. For example, the policy of fixing producer prices may destabilize
producer incomes where production is highly variable from year to year as in the
communal areas. Fixed consumer prices, on the other hand, may benefit urban
consumers by cushioning them from demand pushed price increases.

Zimbabwe’s pricing policy objectives are primarily commodity oriented. Producer prices
of each commodity are revieved and determined on a case by case basis. For food

crops (maize, wheat and sorghum) the objective has been to promote self-sufficiency and
to generate supplies for export where this can be achieved without subsidies.

In the case of groundnuts, which is a labour intensive cash crop mainly grown by
communal farmers, price policy aims »t - imulating increased production and market
sales. Government policy in relation t. _.:ton is to encourage export production. The
policy objective for beef and dairy has been to promote expansion of the national herd

in order to exploit domestic requirements ard to meet viable export opportunities.

A major feature of price policy in Zimbabwe, and central to the price objectives, is the
role played by maize pricing. This is due to the importance of maize in consumer
expenditure and the high proportion of land and other productive resources dedicated
to maize production.

Macroeconomic Conditions and Policies

Zimbabwe’s impressive achievements after 1980 included rapid economic growth,
resettlement of underutilized land and a sharp increase in smallholder production.
Government borrowed abroad to invest in post-war reconstruction, expanded the civil
service 1o cater to the new demands of Government intervention, imposed a high
minimum wage and offered high farm prices to improve agricultural incomes and
production. The majority of the population were given access to opportunities which,
under colonialism, had prcviouily been reserved for a minority. These factors, along

A

31‘h¢ Government allocation to agriculture includes financing (o cover agricultural marketing board
deficits. In many instances these deficits are the result of Jow selling prices and non-commercial activities.
.Over 45% of Governmemt spending on agriculture is absorbed by subsidies to cover the operations of
agricultural marketing boards. (Government of Zimbabwe, Estimates of Expenditure, 1980 - 1990).




152 T Takavarasha

with two years of exceptionally good rains, contributed to rapid growth in 1980 and 1981,

On the negative side, the UDI system of tight import control was maintained. This,
coupled with rapidly growing domestic demand, caused the real exchange rate to
appreciate sharply. The foreign exchange shortage worsened, private investment failed
to materialize and bottlenecks in the eccnomy led to sluggish, stop-go growth. Table
1 indicates that there was a deep recession in 1982 - 1984 following the post-
independence boom which saw real GDP growing by 10,6% and 12,5% in 1980 and 1981,
respectively. There was recovery in 1985, registering a real growth rate of 68%;
recession in 1986-87; and recovery again in 1988-90. These cycles are triggered primarily
by rainfall, reflecting the importance of agriculture in domestic demand, export
performance and overall economic growth’. For the decade as a whole, real per capita
income decreased by an average of 1,7% per annum while GDP grew by an average of
27% per annum. The growth rate of agricultural output, at constant prices, between
1980 and 1988 was 2,2% compared with a population growth of over 3,0%.

Agricultural exports played an important role in the recovery and growth of total export
carnings as is evident from Table 2. The average percentage distribution of agricultural
exports by crop is shown in Table 3. The single most important export crop is tobacco,
which accounts for nearly 50% of agricultural exports, followed by cotton lint. Maize®,
meat, tea and coffec and sugar have acarly equal shares in the remainder. Horticulture
is expected to make a significant contribution in the 1990’s, following major investments

made in this sector by commercial farmers.

4

In 1981, agriculture accounted for 11% of GDP (industry 43% and services 46%) and 40% of total
merchandise exports. Aboet half of ‘the manufacturing sector relies on agriceltural inputs, and the
agricultural sector accoumts for approximately 70% of informal employment in the rural sector and 25% of

formal employment.

5

Maize exports fluctuate considerably due to the sensitivity of yields to rainfall and to the fact that
white maize is the main staple. Only that t surplus 1o domestic Tequin ¢s is available for export
in any givea year.
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Table 1 GROWTH RATES AND INFLATION RATES, 1980-8%(%)

1980 1981 1982 1983 1984 1965 1986 1987 1983 1989

Real GDP

Growth Rate 106 125 26 16 -19 68 26 -15 70 55

Real GDP
Per Capita 78 97 02 -12 47 40 02 40 42 17
Inflation

Rate (CPI) 44 131107 231 202 85 143 125 71 150

Source: Jansen and Muir, 1991

Table 2 AGRICULTURAL EXPORTS, 1981 - 1987 (Z$°000)

1981 1982 1983 1984 1985 1986 1987

Total Agric. 4253 3839 5895 7850 8%8 9324

Annual Change(%) 86 252 332 142 40

T
otal Exports 1271,1 15453 16998 18922

Annual Change(%) 239 216 100 113

AGRIC. AS

% OF TOTAL 479 459 464 508 528 492

Source: Jansen and'Muir, 1991

In sum, Zimbabwe’s poor export performance, in terms of
cmp!o.ymcn.t‘, is attributed to a number of historic and continuing factb:rts‘: a(:;ﬁ;‘th:;d
administrative regulations and controls, drought, shortages of raw materials ami
overvalued t:xchange rates. Overvalued exchange rates often result in an excess of
ma{xd for imports over supply of foreign exchange earned via exports (Masters, 1991)
his, in turn, encourages an administrative allocation of foreign exchange for imports;
with all the me_fﬁcxgncies and critical shortages that are typical of such a system
Exporters have l'xttle incentive to expand their operations and their capacity to export IS
severely constrained by shortages of essential inputs. PO

k
i\

6
U, " . Sod . .
ploy 26% in 1989. It is estimated that there are 200 008 to 300 808 school leavers

each year against some 28 000 to 30 000 new jobs created in the formal sector each year (CSO, 1990).
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Table 3 AVERAGE PERCENTAGE DISTRIBUTION OF AGRICULTURAL EXPORTS,
1981 - 1987

Tobacco 48,7%
Cotton Lint 188%
Sugar 102%
Maize 14%
Tea and Coffee 12%
Meat and Hides 58%
Total Agriculture 100%

Agriculture as % of Total 48%

Source: Jansen and Muir, 1991.

In 1990, the public deficit was equivalent to 9 per cent of GDP. Total public
expenditure amounted to 49% of GDP while total public sector revenues stood at 40%
of GDP. Such ratios leave little room for the development of a market oriented strategy
in which the private sector can play a key rolc. The Government absorbs a la.rge portion
of total savings utilizing administered interest rates and inflation. The Zimbabwean
economy since UDI (1965), has been plagued with regulations particularly i}: relation to
agricultural marketing, price controls, labour legislation and controls on investments.
A related factor has been the increasing involvement of Government in the economy as
a direct producer of goods and services through agricultural marketing boards and other
parastatals. This has resulted in a requirement for direct subsidies amounting to 3,7%
of GDP in 1990/91 or 40% of the Government deficit.

Growing recognition of the deleterious effects of existing economic policies was one of
several influences culminating in the Government’s decision in 1987 to liberalize the
economy. This shift in policy has been expressed in a number of announcements since
1988, c.g. the establishment of a onc-stop investment agency and a willingness to enter
into a multilateral investment guarantee agreement. Formal recognition of the need
for a change of policy direction was first signalled in the July 1990 budget speech. A
second major policy pronouncement was made in October 1990, followed shortly by the
announcement that a Structural Adjustment Programme (SAP) would be drawn up with
the assistance of the World Bank and the IMF. This programme was presented to a
Consultantive Group Meeting (CGM) in Paris in April, 1991.

The Government’s Framework for Economic Reform (GOZ, FER, 1991) sets out
detailed measures for dealing with some of the problems outlined above over a five year
period to 1995. These include:

a) a recovery of investment, especially in the export oriented sector;

b) improved efficiency;
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9] trade liberalization aimed at replacing the present system of foreign exchange
allocation by an Open General Import Licence System;

d) relaxation of domestic controls, especially labor regulations and price controls;
and

e) more uniform import taxes and positive real interest rates.

In relation to agricultural prices and marketing, the document states that "The
Government is studying the modification of pricing and marketing arrangements for
cotton, dairy products, meat, coffee and small grains to climinate subsidies and allow
progressive development of private marketing channels -- Regional variations in prices
and greater participation by private traders in marketing are goals which will be
considered as part of the medium term strategy of deregulation and rationalizing the
operation of the GMB™. (FER, 1991) p. 14). The broad issucs to be addressed for
agriculture in the 1990s include identifying sources of future growth, increasing the
efficiency with which existing resources are used, improving the equity of resource
allocation within the sector and devising policy changes and investment strategics that

will foster growth. These decisions must be accomplished in a context of improved
equity and conservation of thc environment. This paper contributes to a clearer

understanding of the role of pricing policy in the achievement of these objectives.

Producer Price Trends, 1979 - 1990

Nominal prices for the major crops grown in Zimbabwe increased substantially following
independence, Tables 4(a) and (b). This reflects the desire by Government to promote
self-sufficiency, to reassure white commercial farmers and to integrale communal
farmers into the market economy. Severe drought occurred during the 1983-84 period
and food supplies shrank. In response to this, prices of most staples were increased
again. Two millet crops (mhunga and rapoko) and sunflowers were brought under the
controlled market system with a guaranteed market and prices in 1982 and 1984
respectively. Prices for mhunga and rapoko were sct at 178% ($250 per tonne) and
214% ($300 per tonne) of the producer price for whitc maize -- $140 per tonne in
1984/85. The GMB, as a result, accuinulated large stocks of small grains which it could
not sell without incurring huge losses. Stockfeed manufacturers argued that the price
of small grains would have to be fixed at least 80% beclow maize before they could use
them as stockfeed ingredients. Government kept the producer prices at the same
nominal level for the next five years and allowed the GMB to dispose of the stocks at
discounted (below cost) selling Ericcs.

i
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Table 4(a) NOMINAL AND REAL PRODUCER PRICES FOR SELECTED CONTROLLED CROPS

SHELLED COTTON

WHITE MAIZE WHEAT GROUNDUTS SOYABEANS (c/kg)
N R N R N R N R N R
1979 850 9283 115,00 125,60 330,00 360,40 145,00 158,36 36,50 3986
1980 1200 120,00 13500 13500 390,00 39000 16000 16000 3750 3750
1981 1200 10526 16500 14474 42000 36842 170,00 14912 4000 3509
1982 1200 91,60 19000 14504 45000 34351 20000 15267 SIS0 393
1983 1400 60,29 220,00 141,89 450,00 290,23 260,00 167,69 51,50 3322
1984 180,0 9959 250,00 138,31 500,00 276,63 287,00 158,78 58,00 31,54
1985 180,0 9093 285,00 143,98 750,00 37888 320,00 161,66 67,00 33,85
1986 1800 8083 30000 1339 75000 33498 34000 15182 7500 3349
1987 1800 70,74 330,00 129,69 900,00 353,70 385,00 151,31 80,00 3144
1988 1950 70,88 365,00 132,49 $1000 36298 420,00 152,45 85,00 308S
1987 2150 6941 40000 12914 1000 32284 43500 14044 9200 29
1990 250 -— 46600 - $1250 - 48500 — 11750 .

Source: Producer Prices from MLARR:
Consumer Price Indices from ¢SO
N = Nominal R = Real

Table 4(b) NOMINAL ANMND REAL PRODUCER PRICE INDICES FOR SELECTED CONTROLLED

CROPS

SHELLED COTTON

WHITE MAIZE WHEAT GROUNDUTS SOYABEANS (c/kp)
N R N R N R N R N R
1979 708 714 85,2 93,0 84.0 924 90,6 99,0 973 1063
1980 1000 1000 1000 100,0 100,0 100,0 1000 100,0 100,0 1000
1981 1000 877 1220 1072 107,7 945 1063 932 106,7 936
1982 1000 763 140,7 1074 1154 88,1 125,0 95,4 1373 1048
1983 1167 75,2 163,0 105,1 1154 744 1625 1048 1378 88,6
1984 1500 830 185,2 1025 1282 0,9 194 99,2 152,0 90,3
1985 1500 758 2111 106,6 1923 97,1 2000 1010 1787 90,3
1986 1500 670 2444 99,2 1923 859 2125 94,9 200,0 893
1987 1500 59,0 2444 96,1 2308 90,7 240,6 94,6 2133 838
1988 1625 59,0 204 98,1 2564 93,1 262,5 953 226,7 23
1990 1875 - 340.7 - 3205 - 303,1 - 3120 - -

Source: Food Studies Group, 1990

Table 5 illustrates the extent to which some producer prices have declined in real terms
since indcpendence. Real prices were computed by using the corsumer price index as
a deflator of nominal producer prices in order to estimate the product’s real purchasing
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power and its incentive (or disincentive) effect on production. From Table 5 it can bc
seen that, with the exception of maize, prices for controlled crops grown primarily in the
commercial sector such as wheat, barley and soyabeans, have cither kept pace with
inflation or only marginally declined in real terms. Prices of those commodities grown
widely by peasant farmers have fallen. Prices of the main export crops have been
influenced by world market conditions in addition to domestic considerations.

Measuring the Impact of Price Pelicies

A system of controlled or administered prices means that domestic price levels will not
necessary equal import or export parity prices. The difference between parity prices and
the determined prices represents the opportunity cost to the producers and consumers

of Government intervention.

Nominal Rates of Protection

In order to quantify the price distortions caused by Government intervention, Nominal
Rates of Protection (NRPs) were calculated for cottun, maize, wheat, groundnuts,
soyabeans, red and white sorghum and beef, covering the period from 1966/67 (where
data were available) to 1983/85 (Rukovo et a! 1991).

Table S: ANNUAL GROWTH RATES FOR OFFICAL PRICES, 1979-1989

Nominal Prices (%) Real Prices (%)

Maize 8,80 - 2,68
Sorghum (red) 7,65 -3,78
Sorghum (wvhite) 941 -2,11
Pearl Millet 0,00 -939
Finger Millet 0,00 -939
Wheat 12,00 026
Barley 12,34 0,62
Groundnuts 10,60 - 1,01
Sunflower 11,44 -02S
Soyabean 10,51 - 1,10
Cotton 8,77 -271
Tobacco 16,20 4,01

Source: Food Studies Group 1990.
EN

The Nominal Protectioz Cq'éﬂ'ncicnt (another way of expressing the NRP) is the ratio
of output valued at market prices (o its estimated national opportunity cost. A nominal
rate of protection compares the prices a producer actually receives for a commodity with
what he would have reccived in the absence of Government intervention in pricing, trade
and exchange rate policy. In the absence of these policies, producers would obtain the
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prevailing world price for the commodity i.e., the c.if. import price if it is an import
substitute and the f.0.b. export price if it is exported’. These prices would be converted
to domestic currency at an exchange rate set by free market forces, ie., the market
clearing price for the Zimbabwe dollar on the world’s foreign exchange market.

The numerator of the NRP is the actual producer price in domestic currency and the
denominator is the world price, converted into domestic currency by use of an exchange
rate. This ratio is then converted into a rate by subtracting one from it. An NRP
greater than one indicates that the producer of the commodity has received a positive
incentive or "protection” from Government pricing policies -- an NRP less than one
indicates that the producer has received negative protection or has been taxed by
Government pricing policies.

The Nominal Rate of Protection is expressed as follows:
NRPi = Pi - Pi*)/Pi* = Pi/Pi*-1
Where NPi is the nomiaal rate of protection on good i
Pi is the domestic price of good i
Pi* is the border or world price of good i adjusted for transport and other marketing
costs.

NRPs are often calculated only to compare the actual price with the world price
converted at the official exchange rate. This only assesses the impact of commodity
pricing policy. For a broader focus of policy effects, such as the effect of trade and
exchange rate policy as well as pricing policy on agricultural production it would be
necessary to wse an exchange rate adjusted for policy distortions.

Table 6 provides average NRPs for individual commodities based on calculations in
Rukovo et al. 1991 which were done using the official exchange rate. It can be scen
that only groundnuts and soyabeans werc taxed on average throughout the sample
period. The parity price for imports is the c.i.f, value less local transport and marketing
costs. This may account for the fact that the NRPs calculated in Table 6 for soyabeans
diffcr from those calculated by others® since soyas were imported in the early 70s and
80s.

7For importable goods the border price is defined as the World price (equal to the c.if. import price)
plus cost of unioading. transport to the wholesale market, and marketing less transport and marketing costs
between the farmgate and wholesale market. For an exportable good, the border price measured is defined
as the world price less the cost of export handling, transport and marketing not only to the port and border
point, but also between the farmgate and the Jocal wholesale market (im order to make a comparizon with
farmgate prices). Details of NRP calculations are shown in the Appendix.

8
For example, Jansen & Muir. 1991.
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Table 6 Average Nominal Rates of Protection (Percentage)

Comimodity 19661971  1972.1979  1980-1989  Average

Seed Cotton +120 -4 +27
Maize na. +30 + €
Wheat na. +6 +8
Groundnuts na. -15 -8

Soyabeans na. 24 -13
Beef +13 +100

Red Sorghum na. +111 +58
‘White Sorghum na. +169 +83

a2 "+ " implies protection, *-" taxation of domestic producers.
n.a. indicates that data are not availabie.
Source: Rukovo et al. January 1991.

Seed cotton received a ve:ry high level of protection from 1966 to 1971 but then was
unprotected. The Government set the producer price of seed cotton substaxrtially above
the world market price to encourage production resulting in an average NRP of 120
percent. From 1971/72 onwards, the Government recognised the need to remain
competitive on intcrnational markets since about 70% of the cotton lint produced in
Zimbabwe is exported. This led to a reduction in the level of protection to a point
where sced cotton producers were taxed with the exception of 1974/75, 1975/77,
1982/83, 1986/87 and 1987/88. Falling real producer prices resulted in a decrease in
sced production in the 1989/90 season. This forced the Government to announce a pre-
planting producer price for the 1990/91 growing scason, deviating from its general policy
of announcing producer prices after the planting season (or at harvest time).

Cotton production is being actively promoted by the Government for three reasons:

i) cotton lint is a valuable foreign exchange earner;

it) cotton is an important cash crop for communal farmers; and,

iii) cotton production provides jobs for as many as half a milfion people.

In part, because of its drought tolerant qualities, cotton has proved to be a particulariy
valuable cash crop for the communal sector which accounts for well over half of total
sales to the Cotton Marketing Board. Cotton thus has important implications for
attaining the Government’s objectives of income distribution and employment.

For maize, NRPs were negative in the 1970s and positive in the 1980s. Prior to 1980,
maize producers were taxed heavily, whereas the consumers received subsidies. Since
1980, Government policy has been to restore seMf-sufficiency in the nation’s staple food
crop and to enhance household food security in the communal farming sector.
Consequently maize producers have been protected since 1980 with the exception of the
1984/85 and 1988/89 marketing years when NRPs were - 45 per cent and -26 per cent
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resi?caivcly. This new attitude towards maize was also reflected in higher real prices
during 1980/81 and 1981 /82 scasons (see Appendix B). Simultancously, the Government
progressively has reduced consumer subsidies.

White maize undoubtedly lies at the centre of agricultural policy management in
Zimbabwe. Decisions on marketing and pricing policies for maize have a major impact
on resource allocation within the agricultural sector owing to the high proportion of land
and other productive resources dedicated to the crop. The production and availability
of maize in different regions and for diffcrent socio-economic groups directly affects
incomes and household food security. Further, the financial costs of public sector
marketing of the crop, which accounted for 67% of GMB losses between 1980 and 1990,
has a significant impact on the macro-economy.

A structural shift has occurred over the decade towards production and marketed
supplies being provided by the small-scale farmers who now plant 1,1 million hectares
with a yield averaging about 1 tonne per hectare, all produced under dryland conditiohs.
The high variability of yicld from this sector compared with the large-scale commercial
sector has serious implications for pational food security and marketing efficiency.
Moreover, the marked differences beiween yield levels of maize in different natural
regions, when taken in conjunction with consumplion requircments, have a strong
influence on equity and on transport costs (see section on pan-territorial pricing in Muir
and Takavarasha. 1989). :

In the case of wheat, (the only import commodity considered), domestic prices modestly
exceeded world market prices. Since independence, the Government apparently has
attempted to set wheat producer prices tc provide just enough incentive to encourage
most farmers to make full use of existing irrigation potential (Jansen. 1982; Morris.
1988). Selling prices to local millers were above impc:i parity prices in most instances.
Millers in turn received subsidies in order to guarantee low brezd prices for consumers.

Wheat production in Zimbabwe grew from 4000 tonnes in 1964 to reach 256 000 tonnes
delivered in 1988/89. Of the latter, 242 00C tonnes, or 94,5%, was produced by large-
:scalc commercial farmers primarily as an irrigated winter crop. Wheat is playing an
increasingly important role in national food security. It is the sole major winter cereal
for direct consumption, accouating for about 11% of the total cereal production of 2,3
million tonnes. Wheat consumption has increased from a level of 220 000 to 230 000
tonncs between 1981/82 and 1984/8S to 287 000 tonnes in 1988/89. The increase is due
mairiy to the convenience of wheat flour and wheat products and a price policy which
encourages the consumpkion of wheat through a subsidy of 14%, primarily benefiting the
growing urban populaiion (Food Studies Group. 1990). Producer prices have been
helow import parity with producers recciving an average of Z$365 in 1989 compared with
75429 for landed imports and Z$460 in 1990 compared with an estimated import parity
of Z$620, all calculate< at nominal exchange rates. Long term prospects for wheat
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production in the country depend on the prospects for the large farm sector. The
mechanized technoiogy and irrigation requirements of wheat as a winter crop militate
against its ready adoption by smallholders.

After 1980, the real producer price for groundnuts declined and producers continued to
be taxed except for 1985/86, 1987/88 and 1988/89, when the NRPs were 23%, 4% and
10% respectively. Since groundnuts are quite an important crop for communal farmers,
the pricing policy appears to be inconsistent with the Government’s concern for reducing
rural poverty. Nearly 90% of total groundnuts production occurs in communal areas
where most of the crop is retained for home consumption or sold on the informal
market. In 1989, top quality sales to the GMB secured a price of Z$650 per tonne while
prevailing local market prices were around Z$1500 according to the GMB Groundnut
Review Committee.

Beef’, as well as red and white sorghum, were subject to protection with increasing
trends; the NRPs being on average 100% and more since 1980. Beef producers have
been protected since 1965 -- only in 1686/87 and 1987/88 seasons were NRPs negative.
(The calculation of the protection rates in Tzric 6 is based on the average realization
of the quota into the heavily protected EEC mariet indicated by the extraordinarily high

export parity prices in those years).

It is important to note that large-c:ale commercial farmers produce 80% of all
commercial beef sales through the Cold Storage Commission although communal
farmers own 69% of Zimbabwe’s estimated 5,6 million cattle. Cattle in communal areas
play a multi-purpose role which includes provision of draft power, manure and
transportation. In addition, cattle are an important source of wealth. For this reason,
beef has a negative response to price in this sector. The benefits from a heavily
protected beef industry, therefore, have not accrucd to communal farmers.

The levels of protection for sorghum producers increascd after independence. This led
to high stocks of sorghum (particularly red sorghum), which the market would not
absorb at prices comparable to the prices paid to domestic farmers'®. The GMB had

,Despi(e the strong protection of farmers, beef production declined in the 1960’ mainly as a result

of the war of liberation and four years of drought during the decade. High export parity prices were
recorded during the years when Zimbabwe was exporting beef into the lucrative EEC market on a quota
basis.

10
From the 1990/91 marketing year, the red sorghum market was partially decontrolled. Brewers

who normally utilize red sorghum for malting purpose were encouraged to enter into contracts with local
farmers (both large-scale commercial and small-scale farmers) with the GMB acting only as a residual

buyer.
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to sell the accumulated surplus of over 100 000 tonnes at a discount, thus exacerbating
the trading deficit. The marketing strategy for sorghum, which had been based op
extending formal public marketing for purchasing surpluses from rural areas and
providing market incentives for greater production, has not been appropriate for the role
played by this crop. The role of sorghum in the drier rural areas as a food security crop
is of prime importance. But food security is little affected by the policy of attempting
to raisc the inccmes of poor rural groups through high sorghum prices owing (o the
limited marketing by the poorest farmers.

Pricing policies in Zimbabwe have not discriminated against agricultural commodities,
Out of the seven products considered, only groundnuts and soyabeans on average were
taxed. The fact that only wheat has to be imported to supplement domestic production
indicates a high degree of self-sufficiency for Zimbabwe which is partly due to favourable
pricing policy for most commodities. The Ievel of prices, and in particular relative
prices, has had an important cffect on the allocation of resources and has favoured the
large-scale commercial sector. In addition, the subsidies inherent in the level of input
and output prices for a large proportion of controlled products have tended to accrue
to upper income groups. The inter-sectoral differences in the incidence of benefits from
price policy stems from the fact that most communal farmers do not produce a
marketable surplus, their dependence on relatively low value crops such as sorghum,
millet, maize and their limited access to productive inputs and markets.

The implication from this analysis is that price policies pursued since independence have
benefited the large scale farmers while failing to increase incomes and producing a
decline in the terms of trade faced by communal farmers, These results are at variance
with the Government’s stated aim of extending the full benefits of agricultural
development to farmers in communal areas.

Effects of Exchange Rates and Other Macroeconomic Policies

In order to incorporate the effect of trade and exchange rate policy on NRPs, it is
necessary to use a markei-clearing exchange rate rather than the official exchange rate
to convert the commodity’s world price into domestic currency. Table 7 (a & b)
represents NRPs for major crops calculated by Jansen and Muir (1991) using, first, the
official exchange rate (Table 7a) as well as the "REAL" exchange rate (Table 7b). In
the 1981-89 period, the Zimbabwe dollar was overvalued and affected the NRPs. World
prices converted to Zimbabwe doilars at the official exchange rate are considerably lower
than they would be if they were converted at a more realistic (not overvalued) exchange
rate. As a result, onc would expect the NRPs at the real exchange rate to show low
rates of protection or higher rates of taxation (negative protcction) than those calcr:lated
using the official exchange rate. These results also would change significantly to rclect
the recent devzluation of the Zimbabwe dollar (1 to S with the US$ as of October 1991,
compared to 1 to 3 in Avgust 1991).

— 2
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Similar conclusions emerge from the NRPs presented in Table 7 (a), i.c? that mt?moc‘l_lty
pricing policy has geaerally had a negative effect on the productlon_ of Zlmbabvw._: s major
tradable agricultural commoditics. In the case of tobacco, there is no cf’f‘cct, since tl.lat
price is not sct by Government. For most of the controlled commodmc.s, f<.>r wh!ch
Government sets the price, there has been a negative effect. The exception is maize
which has had, on average, a 31 per cent nominal rate of protection during the 1981-89
period and wheat and groundnuts during the latter half of thc_ period. Where real
exchange rate has been used to convert world prices into domestic currency, Tszlc 7b,
the NRPs are larger. Incorporating the effect of an overvalued exchange rate raises the
value of the denominator and lezds to much lower rates of protection and much higher
rates of disprotection. All of the commoditics had negative rates of pmtecuon.dunng
the 1981-89 periods, Table 7o, suggesting that trade and exchange rate .p.ohcy l!as
significantly added to the disincentive provided by Government commodity pricing policy
for agricultare in the post-independence period.

Masters (1991) has explored the changes in profitability and compa.r.ativc advantage that
is caused by a range of macro-economic and product market condmons.. He concluded
that since prices for controlled crops arc set through .(hc process of negotiations between
produccrs acd Government, prices have almost replicated the interaction of supply a_nd
demand in a competitive market. He argues that for most crops, the loca! market
follows border prices because nominal prices almost never decline. His findings also
indicate that the highest degree of nominal disprotection is in soyabeans, gonf:dnuts and
cotton, reflecting Government policy to support agrc-indusincs,. and that this does not
augur well for equity and cfficiency objectives. The probicm with groundnuts appears
to have more to do with the relationship between formal and informal markets, while
in the case of sunflowers, it is the issvz of low yields that needs to be lackle_d by policy.
The central issuc for white maize is the scale and location of production, .wbere,
according to Masters, smallholder farmers have a comparative advantage for this crop.
In the casc of coarse grains (millet and sorghum) including yellow maize, tke critical
problem arises from limited urban and industrial demand for the crops. lt. therefore
follows that crop movement and market development (food beverages .and animal feed)
could make a considerable contribution to rural welfare, particularly in drought prone

areas.
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Table 7(a) Nominal Rates of Protection at Offical Exchange Raies 1961 - 1989 (Percentage)

Maize Whes! Groundmuts Soysbeans Cotton  Tobacco

1961 18 1 -18 23 -1 0
19682 84 7 -12 0 31 0
1983 sy -11 -35 0 2 0
1984 45 -7 -4 0 -33 0
1985 36 10 23 (1] -17 (]
1986 123 0 -28 0 23 0
1987 52 23 4 45 7 (1]
1988 -26 19 10 40 -13 0
1989 -19 na. na. -38 -5 0
1990

Averages

1981-84 29 -2 =25 6 -4 (1]
1985-89 k¢] na. na. 25 -1 0
1981-89 31 na. na. -11 2 0

Source: Jansen and Muir, 1991

Tabie 7(b) Nos:inal Rates of Protection at Real Exchange Rates 1961 - 1969 (Percentage)

Maize Wheat Groundmwis Soyabeans Cotton  Tobacco

1981 -9 22 =37 -6 32 23
1982 22 29 41 -33 -13 -33
1983 4 ] 57 -34 -36 34
1984 62 -35 -54 =30 -53 -30
1985 -10 =27 -19 -4 45 -34
1986 33 -38 . 55 -38 24 -38
1987 -10 =27 -39 £7 -37 41
1988 -55 27 -33 63 -47 -39
1989 -54 na na. 65 47 44
1990

Averages

1981-84 -11 -32 47 -26 -33 -30
1985-89 -18 na. na. -54 40 -39
1981-89 -15 na. na. 41 -37 -35

Source: Jansen and Muir, 1991

A more complex indicator of the transfer effects of policy is the Effective Protection
Coeflicient (EPC), which compares value added in private and national terms. This
concept covers proicction effects on the input side of a protective system. These have,
however not been included in this paper which focuses mainly on output pricing policy.
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Conclusion

In conclusion, pricing policy is one of the important instruments used to influence
agricultural output in Zimbabwe. There is evidence to suggest that farmers are highly
responsive to price changes. The structure of agricultural to a large extent has been
determined by the relative prices of crops. The design and implementation of price
policy is, therefore, of utmost importance in influencing increased output for all crops.
The Zimbabwe Government intervenes in the agricultural sector by regulating producer
prices of a number of crops and livestock products. The pricing policy objectives are
primarily commodity oriented as each price is determined on a case by case basis. The

producer price formulation mechanism is complex and is governed by numerous factors
which include the marketing environment, the inflation rate, marketing board stocks and

trading accounts, parity prices, costs of production and demand patterns. Official
producer prices are sct uniformly throughout the country (pan-territorial) and for the
whole markeling year (pan-seasonal), using cost of production models formulated under
large-scale commercial farming conditions. In this regard, it is likely that the present
producer price policy entails cfficiency losses, since it docs not take into account
geographically varying comparative advantages and changing seasonal demand and supply
conditions in the domestic market.

Since 1980 the objective for food crops (maize, wheat, and soyabeans) has been to
promote self-sufficiency and to generate supplies for export where this can be achieved
without subsidics. Policy in relation to cotton is to encourage export production and
employment in the industrial sector. For groundnuts, the policy is to stimulate market
sales and improve the level of nutrition in the rural sector. The policy objective for beef
and dairy has been to promote expansion of the national herd in order to meet domestic
requircments and to meet viable export opportunities. To determine the extent to which
these objectives have been achicved, when measured against their effects on growth,
cquity, efficicncy (marketing board costs) and the achievements of food security (farm
incomes and nutrition levels), requires more analytical work.

Agricultural Pricing Policy Issues for the Future

There are several changes to be expected, both in the thrust and administration of
agricultural pricing policy, in the future arising from the Government’s new economic
policy reform programme of 1991. The most immediate factors are the need to raise
the agricultural growth rate to 3,2 per cent per annum, the modification of pricing and
marketing arrangements to reduce the financial deficits of the agricultural marketing
boards, changes in the regulations affecting marketing and movement of crops and the
facilitation of privatc marketing in the rural arcas.
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The main change envisaged in pricing policy is a movement away from a system
of uniform (pan-seasonal and pan-territorial) prices and post-planting prices
based on cost of production estimates and administered through a single
channel controlled marketing system {marketing boards), to a more liberalized
system in which prices are determined on the basis of market forces, reflecting
regional and seasonal v.dations ip supply and demand. Market liberalization
is expected to create a multi-channel marketing system in which the private
sector will play an increasingly important role.

The process of price determination will shift from direct Government
intervention to one that allows the interaction of supply and demand, with the
marketing boards providing floor prices to protect producers in disadvantaged
arcas and intervening only in those cases where market forces may result in
excessive fluctuations in prices.

There will be a greater need for Market Information Systems to monitor price
trends and marketing margins for private traders. At present, most of the data
used in price analysis relies on gazetted prices and the published annual reports
and accounts of statutory marketing boards, which have generally been easy to
find. It will be necessary to monitor and measure prices paid and Zuantities
purchased in the informal market. The need to monitor the impact of
introducing regional and seasonal variations in prices for grain will inevitably
call for more sophisticated methods of data collection and price analysis.

For export crops, there will be need to monitor international price movements,
changes in demand caused by technological improvements, exchange rate
changes and handling and transpert costs for calculating parity prices and
supplementary payments for producers of exportable commodities.

Market reform and liberalization will entail greater opportunities for rural
traders to invest in storage, transport, processing, input supply and agro-
industries.  This will requirc specialised training and credit facilities,
infrastructural development (roads, telephones, power, dams) and supportive
policy measures such as tax incentives and foreign exchange retention schemes
for small traders together with measures to attract established investors into
rural areas.

Each specific commodity faces different policy issues. Maize will remain the
most strategic basic grain and it will be important for policy to sustain a reliable
production base in Natural Region II by using variable two-tier pricing systems
to build strategic food reserves and take advantage of regional exports.
Zimbabwe is well placed to supply seced and grain in the Southern African
region where white maize is the major staple. Maize production and

distribution in the communal areas will benefit from improved activity by private
traders. The GMB can complement these activities by establishing distribution
depots at strategic points in grain deficit areas as well as by providing a floor
price for surplus producers. The industrial use of yellow maize for snacks,
breakfast foods, starch and stockfeed will nced to be fully exploited. Pricing

8)
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policy can play a role in promoting this objective.

Wheat, being a winter crop, has significant advantages in promoting investment
in water storage, irrigation and research, which are basic requirements for food
security. This suggests that the cost of producing wheat will remain high. The
consumer can be cushioned by taking advantage of wheat imported at lower
world prices to supplement high cost domestic production. Again, pricing policy
has an important role in this regard.

Pricing policy in relation to small grains has been concerned with the nced to
cacourage communal and other small-scale producers to grow rapoko and
mhunga (millet) and red and white sorghum for their own immediate

consumption. These crops can play a significant role in kecping the cost of
basic food low provided varicties and milling characteristics are improved. The

deregulation of the marketing system should facilitate the participation of
private companies in developing these crops.

The markets for oilsced crops (soyabean, sunflowers, groundnuts), beef, dairy
and horticultural products remain strong both within Zimbabwe and regionally.
There are major opportunitics for growth in the supply and demand for these
commoditics. Pricing policy should change from a fixed price system to one
that is dependent on nct market realizations so that benefits from improvements
in the market prices can be passed on to producers in the form of
supplementary payments.

Finally for cotton, steps have already been taken to replace administered prices
with market deterniined prices and supplementary payments. Small scale
producers appear to have a comparative advantage in the production of cotton
which has not been fully exploited duc to transport and marketing constraints
and poor crop management practices. Domestic lint prices will be brought

more into line with market values.

It is clear that the price mechanism, even under pricing arrangements other than tue
existing controlled system, will continue to play a critical role in increasing output,
integrating small producers into the market economy and enabling the agricultural sector
to meet the requirements of the economic reform programme.
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IMPLICATIONS OF CURRENT POLICIES AND PRACTICES
ON FOOD SECURITY IN ZAMBIA

Kapola F. Sipula
Phiri Maleka'

INTRODUCTION

Major objectives of the Zambian government since independence in 1964 have
included plans to: a) diversify the economy away from total dependence on copper; b)
provide cheaper food to the Zambian people; c) promote import substitution; d)
attain self-sufficiency in food and industrial raw materials; and e) create new
employment and income opportunities, particularly for the rural arcas, to arrest the
high rate of rural-urban migration.

A number of policies were instituted to fulfill thesc objectives. The major oncs were
pricc controls for the major agricultural products and inputs, direct control or
ownership of marketing institutions, institutionalization of subsidics on maize and
agricultural inputs and the coupon system to supplement maize meal prices.

These measures were implemented and defended by the government as the only way
to achieve regional and social cquity and maintain food security in the country. Poor
balance of payments and increasing levels of subsidics, contributing to high levels of
budget deficits, Table 1, forced the government to institute mcasures aimed at
liberalizing the cconomy. The measures were started in the carly 1980s and have
gained momentum in the last two years. A serious attcmpt has been made to
decontrol prices, reduce subsidies and privatize marketing of all agricultural products.

'Rural Development Studies Bureau, University of Zambia, P O Box 3279, 1 wcaka,
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Table 1 GOVERNMENT BUDGET DEFICFT ND MAIZE SUBSIDY

IN ZAMIBIA

Year Budget Deficit Total Maize Sutaidy

(Kwacha) (Kwach=)

(Million) (Million)
1980 1603 154.0
1981 155.7 871
1982 658.1 1380
1983 288.6 124.7
1964 2845 81.6
1985 804 1340
1986 1025.7 565.0
1287 21468 6384
1968 15312 14130
1989 3699.0 1585.6
1990 28014 33639

Sourre: NCDP, Lusaka, 1990 and maize Scctor Study Planning Division, Lusaka, 1590, p. 15.

The impacts of these new measures have not been evaluated. They have just been
cstablis.hed and are still undergoing reforms. The subject matter can, however, be
dealt with in terms of how it is likely to affect household food security.

This pajer, therefore, has the following objectives:

a) To bricfly review major current policics and practices and how they pertain
t0 food security. Emphasis will be on price policies for food products. The
historical role of price policies and practices will be briefly presen*~~. This
information has well documented by such scholars as D. Jansen, (1987, 1988,
:f;g()); A. Wood, (1988), Kydd, (188), GRZ, (1990, 1991), and 1. Ndalamei,

b) To predict the implications of the current policies and practices on household
food security. The predictions will not be based on any empirical model due
to lack of data. In addition, the policics currently are undergoing reform.
Economic theory, however, will guide the predictions supported by empirical
data where available.’
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PRICE POLICIES

Agricultural prices include producer prices, input prices, into-mill prices, and retail
prices as well as marketing costs such as transportation, storage, processing and
packaging and retail. However, price policics in Zambia normally are discussed
relative to the maize, the single most important commodity to the country. The crop
covers 70% of all cultivated land, gencrates 70% of total crop value and is consumed
by a large majority of people both in the.urban and rural areas. Traditional crops
such as Sorghum, Cassava and Millet arc important only in few areas. However, the
future role these commodities will have in food security is recognized in this paper.

Maize price controls started as early as 1936 when European farmers, facing
competition in thc marketing of maize from the African farmers, sought protection
from the guvernment. They also wanted protection from lower producer prices. A
maize control board was established to facilitate price discrimination and control. The
board was given the function cf purchasing and sclling all maize at fixed prices in the
old line-of rail - Livingstone to Mufulira. Most f the marketed maize was produced
in this arca at that tiinc. The rural areas were producing traditional crops like
Cassava, Millet and Sorghum. The fixed producer prices were set on the basis of the
cost of production. Consumer prices then as now, were designed to supply the urban
consumers with cheap food.

PRODUCER PRICING

From 1964 to 1971 the government maintained some form of regional price fixing
policy. Nominal prices generally have been increasing since 1964. Real prices,
however, have shown a stable trend. Nominal prices were considerably higher in
outlying arcas with a deficit supply position t%:2n in areas with surpluses and along the
old line of rail. This policy reflected the fear by thc government that market forces
alone would bypass a significant sector or small scale (subsistence) farmers. It was
feared that these farmers would not be absorbed into the market economy, thus lag
behind in development.

This policy was the driving force behind the uniform pricing system introduced in the
1974/75 crop season. The government introduced the uniform floor price to ensere a
“"fair" compensation to all the farmers, especially those ia the remote areas. The
uniform price failed to reflect transport cost under this new price control system.
Pan territorial prices have been in operation in the country since 1975. Currently, a
uaiform farmgate floor price is the policy.
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Prices (including producer floor prices) arc fixed by the government in consultation
with the Commercial Farmers Bureau (CFB). The criteria used include:

@) the cost of production of maize;
(i) export and import parity;
(iii) crop profitability; and

(iv) “fairness” to produeers and consumers.

The maize producer price is then pegged at 100% above the cost cf production plus a
management allowance. The cost of production is considered over three categories
of farmers. A weighted average is calculated with the commercial farmers weight at
30%, the ecmergent farmers at 40% and the subsistence farmers at 30%. The cost of
production is assumed to be uniform throughout the country.

Of the criteria used, the onc aimed at appeasing the politically sensitive urbar: group
appears to have dominated and has effectively kept the producer price down.
Producer prices, in general, have been below import parity and free market prices

(Janscn, 1988).

The uniform producer pricing system has not achieved the cquity goal. The policy
has encouraged maize production primarily in remote areas such as the Eastern and
Northcra provinces (Jansen, 1988, Muntanga, 1984). The controlled prices of maize
have tended to set the floor price for maize even in rural parallel markets for grain.
Rural parallel markets also have been under the influence of village political party
authorities.

Rural prices are influenced by several other factors, c.g., the supply and demand
situation in the local area at a given time, the price and availability of industrial
mealie-meal, the cost of rural milling, the incomes of the rural population and the
volvme for transaction. Table 2 shows the rural prices for the grains per kilogram
obtained from an on-going study "Rural Trade and Processing of Traditional Crops in
Zambia" (Maleka et. al. 1991).

Gererally, paralle! market prices have been found to be at least twice the level of the
official price for maize. For net food buyers this has contributed to food insecurity.
The "prices are lower in the surplus Northern Province and monthly changes are
negligible.  Preliminary indications show higher prices and more within year
deviations in the Western province. This reflects poor grain supplies and small
transaction volumes. The traditional crops are used for beer and may be pre-
germinated making it difficult to compare parallel market prices with official prices.
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Pressure to _abandon uniform pricing and its related large government subsidies was
re-enforced in the carly 1980s. The pressure was building due to the more frequent
occurrence of maize and maize meal shortages, Further, subsidy levels have had
adverse cffects on the government budget, as shown in Table 1. The subsidies have
§urpa.sscd the total budget deficit. Since these deficits have contributed to the high
mﬂauon_ rate, international lending agencies such as the World Bank and the
International Monctary Fund (IMF) bave been pressuring the government to change
policies. .The major subsidy went towards market coordination activitics.
Transportation has been and continues to be the major expense in marketing.

Table 22 AVERAGE GRAIN PRICES FOR SELECTED DISTRICTS

Price Per Kilogram of Grain (Dec-May Average)
(Standard Deviation in Parentheses)

White Red Bulrush Finger
Sorghum | Sorghum Millet Millet

558 89.1 173
11.9) 1022) Qi9)

na. na 7
(1)
45

(106)

19.0
(112)

na.

Lusaka

Official
Producer
Price 90/91 32

Source: Malcka et al. forthcoming 1991.

Implications of Current Policies and Practices
TRANSPORTATION COSTS AND RATES

The final product price needs to cover all of the costs involved. Onc of these costs is

for transposting the commodity several times before it rcaches the consumer. It is
estimated that about 70% of the marketing cost for maize in Zambia is
transportation, Table 3. Thc major transportation cost involves the movement of

maize from rural depots to storage and milling facilities.

Table 3: COSTING OF ONE BAG OF MAIZE BOUGHT IN DIFFERENT
PROVINCES, AUGUST 1991 ESTIMATES

Chipata to Kasama to
Lusaka Ndola

Cost of maize 800 800
600 80

Transport
Interest for six months

184 184

Handling up to .. ~g depot 200 30
from buying point .
Storage loss @ 3% y ] U

Cost of empty bag 17 17
SUB-TOTAL 1466

Administration charges @ 7% T2 91
SUB-TOTAL 1897

Profit @ 5% 55

GRAND-TOTAL 1952

Source: Mininury of Agriculture, Planning Division.

Maize transportation iavolves bicycles (especially for smuggled mealic-meal to
ncighboring countrics), ox-carts (10-20 bags), tractor and wagon, rail, and various
sizes of trucks (1-30 tones). Ox-carts arc widely used by farmers to move maize from
their farms to the depots, particularly in Southern, Central, Lusaka and Eastern
provinces. Opportunitics exist for Primary Societies (to which over two-thirds of the
small scale farmers belong) and farmers to transport maize to milling facilities by ox-
cart at low cost.
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Table 4 AVERAGE NUMBER OF OX-CARTS OWNED BY MEMBERS

OF ICS BY PROVINCE
% OF
AVERAGE PCS MEMBFRSHIP
PROVINCE NUMBER OF OX-CARTS | MEMBERSHIP OWNING OX-CARTS
Lusaka 21 426 49
Central 2 622 3s
Northem 03 356 08
North-Western as 343 12
Southern 22 M0 23
Eastern 18 870 21

Source: Forthcoming Report - Siputa.

HO\.vcycr, this modg of transportation is not fully utilized by Primary Cooperative
Socicties’ mcmbers.lnp who own ox-carts. Table 4 shows the average aumber of ox-
carts owned by primary cooperative society members in selected provinces and the
average membership of each socicty.

Most of the maize from the rural depots is moved by trucks to district /provincial
storage facilities. The maize is normally moved by thc Cooperative Movement,
Pl:lvatc Transporters (TAZA members) and Contract Haulage (2 narastatal company)
using controlled transportation rates.

Transportation rates have gencrally been determined thro negotiation amo
TAZA, 'Contrad Haulage and the Ministry of P:s:r, g'I‘l'ansport a::ﬁ
Communications. The rates set take into account average operational costs (TAZA
and Contract Haulage estimates) and a profit margin of 33%. The cost of empty
runs are also considered in the cost calculations.

There are two major weaknesses in the determination of transportation rates.

0] They lack per unit cost of transportation; and

(i) No differentiation in rates is made between good (tarmac) and bad
(gravel) roads even though dcpreciation and incidence of
brc_akdowns arc higher on poor roads. The result is that truckers
avoid the poor roads or only haul short distances on rural roads.

Transport rates for mai.ze are quoted on a distance, weight basis. Table 5 shows the
rates per km per ton existing in June, 1991 and the rates proposed for August, 1991.
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Table S OFFICIAL TRANSPORT RATES 1991

DISTANCE (KM) | EXISTING K/TON/KM | PROPOSED RATES (K/TON/KM)

1-50 11.60 18.00
51-100 9.50 15.00
101-200 8.10 13.00

>201 7.80 11.00

Source: Ministry of Transport and Communications, 1991.

Transportation rates in Zambia have had little relationship to producer or retail
prices. Transport services increase the value to the commodity by creating a place
utility. Due to pan-territorial pricing, place utility has not been reflected in the prices
of the commodity. Subsidies have covered the net price differentials.

Since maize is a bulky, low value commodity, transportation costs are a large part of
the total cost. Pan territorial pricing policics have involved heavy government
subsidies in moving maize from surplus areas to major consumption arcas including
Lusaka and Copperbelt provinces which annually consume 3.2 and 4.7 million bags
respectively. The country coasumes 10.0 million bags of markcted maize. The

copperbelt produces less than a million bags.

A transport subsidize of K852.00 per 90 kg bag was required in 1990 to move maize
from Chipata to Lusaka a distance of just under 600 kilometers. This represented
about 44% of the total millers’ cost in Lusaka. Costs for other areas included a
subsidy rate of K1166.00 from Kasama to Ndola K575.00 from Mkushi to Ndola.

Applying these subsidy rates to the least cost maize movement for 1990, as calculated
by Mulwanda (1991, p. 55), the government needed a minimum of K150 million for
transportatior “r these regions alonc, representing slightly over half of the maize
movements for the year.

Transportation costs provide signals for improving resource allocation in a
competitive market. Muntanga, employing a lincar programming transport model,
came to the conclusion that Lundazi and Katete (Eastern Province in general) should
not have produced surplus maize given the 1978 and 1981 price conditions (1984, p.
79). The same conclusion was reached for iic 1987/88 and 1989/90 seasons
(Mulwanda, 1991, p. 72). Eastern Province apparently has a comparative
disadvantage in maize production.
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Unsul.>sidizcd free market determined transportation costs will be a major factor j,
changmg the crop proc!uction patterns in the country and will directly affect food
sccurity. Western Province is the most disadvantaged of the deficit provinces. The

N.’westcr.n and Luapula provinces, traditional crops will become more competitive
With maize. In the short run, these regions are expected to experience decreased
incomaes, especially for those producing maize as a cash crop. The pace at which
production patterns will change in favor of traditional crops will depend on input
prices.

INPUT PRICES

Uniform pricing for fertilizers was introduced in 1975. It exi ;i
when liberalization o t existed until early 1991

Nominal fertilizer prices have increased substantially in the last tw, s
have been reduced, Table 6, y 0 years as subsidies

—

Implications of Current Policies and Practices

Table ¢ PRODUCER PRICE OF MAIZE, AND FERTILIZER PRICES
UREA AND D-COMPOUND, 1980/81 TO 19%8/91

Year Maize Producer | Ures Price D-Compound
Price (Kwacha) | (Kwacha) Price (Kwacha)
1980/81 1.7 1165 11.60
1981/82 1350 9.65 9.60
1982/83 16.00 10.95 11.75
1982/84 18.30 14.95 14.95
1984/85 24.30 24.10 24.10
1985/86 2832 26.7S 26.75
1986/87 55.00 63.00 80.00
1987/8 78.00 63.00 9825
1988/89 80.00 71.00 2100
1989/90 125.00 447.00 447.40
1990/91 800.00 1601.00 1572.00

The government introduced fertilizer subsidics in the carly 1970s. In 1972 the sudsidy
covered 30% of the landed cost. By 1982, the average rate of the subsidy was 60%
(Jansen. 1988. p. 93). Subsidizs have played a major role in providing peasants with
affordable inputs to increase their effective incomes.

Unlike the fixed producer price which had taxed farmers, the fertilizer price has
helped increase the consumption of the input. On a regional basis, however, it
favored the old line of rail farmers. In 1975, 84.9% of the fertilizer was consumed in
the old line of rail. In 1987, only 60.5% was utilized in this region. Commercial
farmers based, on size, benefitted more than the emergent and subsistence farmers
(Jansen, 1988, Ndalamei, 1989, Wood, 1988).

The government’s new policy of economic pricing for fertilizer resulted in the price
being pegged cif. Lusaka plus transportation to the consumption area. The price
has, therefore, changed from a fixed rate of about K500.00 per SOkg bag to over
K1500.00. The increase was generally over 170%.

Although not officially stated, the fertilizers uscd mainly on maize were supposed to
be sold at K800.00 with the government subsidizing Nitrogen Chemicals of Zambia
(NCZ), the monopoly, by 50% of the retail pricc (GRZ study, 1991, p. 61). The
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fertilizers .il.ivolvcd include Urca, Compound 'L, and ’X’ and Ammonium Nitrate
Other fertilizers are supposed to fetch import par ty prices. ’

ies is expec.ed to have severe adverse effecys

0 crops with a comparative advant ¢, such
and tobacco, in the Eastern province. a 6% SUER 2 groundnuts

Seed, unlike fertilizer, has remained a low cost input. Onl

cost o-f Production is attributed to sced, Seced pricif:g had bgc:bs(:tnbi?h:‘;nt::om

Zambia Seed Company (ZAMSEED". Their prices, however, have been subject to

government approval effectively limi; ag their price flexibility. However, for the
X has set its price without government involvement,
Import parity and generally have been accepted on

. are expected to have little impact on the production of maize
despite the Z.AMS.EEP’S market power. Productivity may be affected by poor
mformatfon dlsscmln.atlon because the retail shops have no direct relationship with
the farming community and ZAMSEED is not involved in the extension services.

Other inputs had little direct government price control in the 1980s, However,

commercial farmers tended to benefit from imported inputs because of overvalued
exchange rates.

Implications of Current Policies and Practices
CREDIT

A recent study reported that the agricultural credit syster. >~ small scale farmers in
Zambia is in a state of financial disarray (GRZ, 1991, p. 1.0). This will curtail the
production of maize. Repayment in the last two scasons has tcen very poor (below
50%). Reasons for such poor results range from drought, lack of adequate fertilizer,
liberalization of the marketing system (resulting in poor market coordination), lack of
payment to farmers for their output, inflation, etc. The report called for
decontrolling interest rates to achieve positive annual real interest rates. The current
nominal annual interest rate is 46% while the annual inflation rate is estimated at
between 120% aad 190%. This makes real interest rates negative and creates an
excess demand for credit.

Hig™ nominal interest rates will discourage maize production, especially in the
agronomically disadvantaged areas such as the Northern province. Transitory food
insccurity is possible. In the long run, traditional and/or cash crops will regain their
importance and household food security will improve.

INTO-MILL PRICING

Into-mill prices have been set by the government’s Prices ard Incomes Commission
(PIC) which considers the major milling companies’ cost of processing.  All large
commercial mills have been run by ccoperatives and as parastatal companies since
they were nationalised in December 1986. Table 7 shows into-mill prices, producer
prices and maize meal retail prices. Into-mill priccs were the same as producer
prices in 1982 and 1984 indicating the presence of subsidies. In 1986, the into-mill
price was even lower than the producer price.

Into-mill prices had increased by 1990. Yet retail prices of roller and breakfast meals
had not. These price differentials indicate the magnitudes of the subsidy required.
Downward pressure on retail prices also resulted from the 1986 and 1990 food riots.
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Table 7 MAIZE PRICES 1981 to 1990

Year Producer Into-Mill Retail Prices
Price Price Breakfast Roller
(K/25Kgbap  (K/25Kg
bag)
1981 1170 1021 410 375
1962 1350 13.50 6.63 5.00
1983 16.00 16.00 725 631
1985 250 26.00 1290 10.74
1986 2832 35.00 1915 1485
1987 55.00 35.00 19.5 1485
1988 =00 35.00 19.15 1485
1969 January 80.00 80.00 56.00 4108
1990 August 125.00 160.00 11450 230
May/June 284.00 442.00 269.00 198.00
Before
May 1991 500.00 -
May 1991 £00.00 1100.00
May 1992 1200.00 1800.00

Source: Ministry of Agriculture and Prices and Incomes Commission, 1990.
*preannounced 1991/92 Market season prices: October 2nd 1991.

RETAIL PRICING

The government’s control of the retail price of maize meal is aimed at providing
cheap food to the urban popuiarion. The dependence of consumers on cheap maize,
since pre-independence, has no doubt made the price of this commodity a sensitive
onc. Urban consumers do not expect maize meal to be a drain on their disposable
incomes.

It cost K505.00 in August 1991 for a major milling company to produce a 25 kilogram
bag of breakfast mealie-meal. The cost included the delivered cost of the maize,
processing, packaging, and losses. The bag was officially wholesaling at K215.00.
The retail price through the parastatal companies including transportation was just
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over K22000 in Lusaka. Fifty seven percent of the cost of mealic-meal was,
therefore, paid through subsidics. This did not include the transport and storage
subsidies paid by the government to get the maize to the millers’ gate.

In July the government “decontrolled” the price of mealic-meal (statutory instrument
sumoer 97). An official statement followed stating that Millcr’s price levels would be
mcaitored. (Times of Zambia, 31st July, 1991, p. 1). The monitoring was to allow a
gradual increase of price, with Millers not supplying retailzrs who “overcharged.” The
instrument had no direct bearing on the coupon policy but price increases requircd
higher Jzvels of subsidy. The coupon system was introduced in Januvary 1989 to
facilitate a gradual rcmoval of maize subsidies without jeopardizing the food security
of the poor. The system has been unable to reduce the subsidy requircmenis and
does not assist rural net food buyers.

Since “decontrol” of maize meal prices, a 25 kilogram bag of the commodity can
fetch as much as K1500.00 in the deficit Western province. The price is more than
the area’s ave..ge monthly wage. Traditional crops will need to substitute if food
security is to be achieved in such areas. Malnutrition is more prevalent in rural areas
than in urban centers, since the later group has benefited more from subsidized food
prices. Other beneficiarics have been consumers across the borders with access to
smuggled subsidized mcalic meal.

The removal of subsidies will result in increased food prices. Maize meal price may
go up threefold given the inflation rate and the current level of subsidy. This will
generate a push for higher wages, higher inflation and more unemployment. The
food security situation will worsen in the short run. However, increasing the retail
price will relieve the downward pressure on the producer price stimulating maize
production in comparatively advantaged provinces such as Southern, Lusaka, Ceatral
and Copperbelt. Food supplies will improve and this will improve the food security
situation. Since the country is capable oi producing enough maize for domestic needs
with a surplus for export, there, is little need to import maize even in drought
periods.

f. strategic reserve, currently planned for 2.5 million bags, can serve as a price
stabilization instrument. Maize can be rcleased on the market when prices become
“too high™ and can be siphoned out of the market when producer prices are "too low.”
Price stabilization together with improved foor! production and marketing institutions
can insure food security for consumers and producers alike.




184 K. F. Sipula & P. Maleka

FOOD MARKETING INSTITUTIONS

In 1964, the Agricultural Rural Marketing Board (ARMB) was formed to supplement
the existing Grain Marketing Board (GMB) in serving remote areas. The new maize

marketing board was to er.surage Zambian farmers to shift from subsistence to
commercial farming in all regions. Cooperatives were also to be encouraged.

In 1969, the government merged ARMB and GMB to form the National Agricultural
Marketing Board (NAMBoard) to eliminate the perpetuation of a dualistic
agricultural sector. NAMBoard performed poorly and government switched its
attention to Cooperatives. The role of Cooperatives in maize marketing expanded
rapidly.

NAMboard was to withdraw from rural marketing between 1978 to 1981, and actually
handed over some rural depots to Provincial Cooperative Unions (PCUs). These
PCU’s purchased maize and other produce from Primary Cooperative Societies
(PCSs) arranging collection from PCS premises. The PCSs were paid a small
commission for operating as collection points. The PCU’s werc free to transport and
sell to millers within the province of origin. Inter-provincial trade remained the
preserve of NAMBoard until August 1989 when they were abolished.

Before the market allowed private trading, market, coordination became more
difficult and more dependent on subsidics. This defeated the purpose of encouraging
cooperatives to take over marketing. The cooperatives encountered the same
problems, e.g., farmers were paid late, maize was not collected from rural depots,
transporters were owed money and unions became bankrupt. Eventually the
marketing system collapsed, resulting in severe shortages of maize and maize meal.
Food security was threatened through lack of maize availability and accessibility due
to declining real income.

PRICING, SUBSIDIES AND MARKET STRUCTURE RELATIONSHIP

Prior to establishing the floor into-mill price in 1991, a typical maize movement and
pricing arrangement looked like Figure 1. Between 1982 and 1984 the into-mill price
was the same as the producer price. In 1985, the into-mill price was higher thaz ihe
producer price. In 1986, the producer price was actvally higher than the into-mill
price by K20.00. The millers bought their maize at K55.00 from NAMBoard but
received a K20.00 government subsidy.
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FIGURE 1 MAIZE MOVEMENT AND PRICES 1989/90
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jl‘he. government was trying to switch the point of the subside from the marketing
institutions to the millers, envisioning that it would be more cost effective. Millers
took advantage of this arrangemem effctively purchasing maize at K35.00 and
reselling it for K55.00 to NAMBoard.
government lost a lot of money.

This practice was common and the
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Figure 2 illustrates maize movement and rricc differentials for the 1991 situation,
The marketing system has changed littie from that shown in Figure 1. Farmers can
now sell their maize to any willing buyer at a bargained price level. The government
however, has provided a panseasonal, pan territorial floor price of K800.00 per 90 kg
bag of maize.

Figure 2 CURRENT MAIZE MOVEMENT AND PRICES - 1991
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Implications of Current Policies and Practices

The Unions, ZCF and PCSs, as buyers of last resort, buy maize at the floor. ZCF is
also buying maize directly from farmers, thus competing with the other levels of the
cooperative movement. ZCF deducts a transport cost of K64.00 from the floor price
for maize purchased within the Lusaka district. As a result, the farmgate price

offered is lower than the floor price.

Prices reccived by farmers from private traders have been as low as K400. Sipula
found that 46% of the farmers sold to private traders because of prompt payment
(forthcoming). Only 103% sold to private traders because of a higher price.
Proximity caused 43% sell to private traders.

Millers have been offering producers K850.00 for maize delivered to their gate. This
price attrats maize from a radius of about 50 kilometers with a transport rate of
K1.0 per kilometer per 90kg bag. However, some transporters are known to charge
as much as K3.0 per kilometer per 90 kg bag of maize.

The ceiling into-mill price of K1100.00 kwacha is apparertly offered for maize coming
from further away. It appears that this arrangement is to facilitate subsidy payments
to the miller from the government. The government will not refund K1100 for maize
transported only a short distance. This is an indication of continued subsidies
supporting a policy to perpetuate maize production far from major consumption
areas. This practice also has prevented the entry of many private traders, even within
a S0Km radius.

The private buyers identified are basically not middlemen, but processors with
commercial farmers comprising the largest group. Sipula found that 56% of the
farmers sampled sold their maize through commercial farmers who usc the first
grade maize for making stock feed. The use of first grade maize for stockfeed by
commercial farmers presents another food security dilcmma on the national level by
resulting in less marketed maize. However, access to high protein foods such as meat
and eggs, which results from the maize fed tc the animals, is much needed.

Only 19% of the farmers have sold maize directly to millers. Local villagers
constitute 19% of the buyers while marketeers comprise 6%.

New developments in the markcting of maize permits maize-meal to go throvgh

parastatal and private retail systems at a competitive level. Since coupons are
honored only through parastatal retail shops, which sell incalic-meal at official prices,
shortages are prevalent. A transport cost markup is allowed for private retailers and
25kg of breakfast meal may sell for up to K400.00 (220.20 official price in Lusaka).
The mark up is attributed to the transportation cost. Shortages arc less prevalent
through this channel. Mealie-meal smuggled to Zaire fetches as much as K1000 per
25 kg bag. Into-mill price control implies that subsidics still exists whether the maize
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goes througn the parastatal channel or the private one. The commerdial channe),
controlled by parastatals and cooperative unions, still abides by the government rule,
thus "controlling” the price of mealic-meal.

Private hammermill operations (both rural and urban) are mostly service oriented,
They cater to persons who have their own maize. Thus, the rural millers’ share of

the urban market is virtually zero.

IMPACT OF CURRENT PRICE AND MARKETING POLICIES AND PRACTICES
ON FOOD SECURITY-SUMMARY

Price policies and marketing arrangements have significant influence on the total
amount of maize marketed and household food security. Some of the implications
includz:

i) The decontrol of producer fertilizer prices may not increase the marketed
output of maize. For decontrolled input/output prices to influence marketed
output and food markets (including those marketing substitute traditional
crops), markets must work efficiently. Improved infrastructure, especially
roads and storage facilities, arc a must. Prompt payment to the farmers by
the official channels, as buyers of last resort, will be neceded. Low
transportation costs will be needed in order to deliver maize to consumers at

the lowest price possible. Generally market coordination must become
cconomically efficient.

With the crop production pattern expected to change, maize prices will be

relatively high in those arcas with comparative advantage namely the
Southern, Copperbelt, Central, and Lusaka provinces. Other areas will
concentrate on other crops such as millet, sorghum, cassava and cash crops.
Imports may be necessary and, in themselves, are not unwelcome as long as
the country has a positive balance of trade and is at a comparative
disadvantage in the production of the imported crop.

Retail prices are expected to increase once the full liberalization of the
economy occurs. Many households will not easily afford maize meal due to
the decreascd purchasing power of the local currency. The cffects of higher
wages, unemployment and inflation will no doubt make the situation
uncertain in the short run. The need for some form of subsidy will be
required for the people without purchasing power in the free market system.
(The coupon system is to end in 1992). It will take time for prices to
stabilize. A scheme for purchasing and releasing maize stocks to stabilise
prices might be appropriate. In fact, the government has beca planning a
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reserve stock of 2.5 million bags of maize. This has not happened due to
poor harvest, poor institutional arrangements and/or lack of storage facilities.
Current policies are trying to restrict credit to farmers, contract the money
supply and reduce the high rat:. of inflation. Less credit with high fertilizer
prices may limit farmers access to important inputs and threaten their
produciivity. Low productivity also threatens farmers’ incomes and food
securty.

The removal of input subsidies will make traditional crops more competitive.
With respect to food security, a rediscovery of consumer taste for the
traditional commodities will be necessary. Transitory food insecurity may be
a reality for many rural households.

Liberalization of the marketing system will not automatically result in an
efficient market. This may be particularly acute in the Zambian situation
because government involvement prevented the development of marketing
skills in the private scctor. The cooperative mcvement is particularly
vulnerable.

The PCS’s may be best placed to gather information, assemblc maize and
channel inputs (because of cconomics of scale). These institutions could
become important not only in the short run, but also in the long run
especially in the remote areas of the country. Tkcy cau contribute to food
security by linking surplus maize supply to deficit areas.

The lack: of an existing trader class will also retard progress towards
“delinkaginy” government from the marketing of crops. Investments in
transportation and storage are costly. Fortunately, rural milling tas been
revived duc to lack f a backward maizc/maize meal linkage. With the
removal of pan-territorial and pan-seasonal prices, transportation and storage
will improve. This has happened in the case of beans where private traders
locate, store (fumigate) and speculate in the commodity.

The development of a trader class will not only improve the cfficiency of the

market, due to competition, but also generate employment. Employment
opportunities will improve incomes and help contain the rural-urban

migration.

The pace of adjusting to the new reforms is expected to be relatively fast.
The collapsc of the cxisting market system has forced local initiative to
develop. The 1990/91 drought has reduced maize supplies providing
conditions for large marketing; margins which are conducive to private
trading.




e I T

190
REFERENCES

Chabala, Charles. 1991. "An Analysis of the Effects of Government Regulated
Marketing and Input Supply Policies on Marketing Institutions’ Ability to

Scrvice Agricultural Producers. - And proposals for Institutional
Improvement and Support in a De-regulated Marketing System" ZCF,
Lusaka.

Kydd, Jonathan. 1988. “Zambia® in Agricultural Pricing Policy In Africa: Four Case
Studies. Harvey Charles, eds. IDS, University of Sussex.

GRZ. 1991. Evaluation of the Performance of Zambia's Maize Subsector-

GRZ. First National Development Plan (1964-1969), Second National Development
Plan (1970-1974), Third National Development Plan (1979-1983, Fourth
National Development Plan (1989-1993).

Jansen, Doris. 1988. 7Trade, Exchange Rate and Agricultural Pricing Policies in
Zambia. World Bank Comparative Studies, World Bank Washington, D.C.

Jansen, Doris. 1990. Agricultural pricing policy’ in A. Wood, S. Kean, J. Milimo and
D. Warren, eds. The Dyna:nics of Agricultural Policy and Reform in Zambig,
Iowa State Press, Ames.

Marter, Alan. 1978. “Cassava or maize: a.comparative study of the economics of
production and marketing potential! of cassava and maize in Zambia",
UNZA/RDSB.

Msiska, A. 1991. “A study of the problems of Marketing agencies to over-regulation
of fertilizer marketing and suggested options in a liberalized marketing

system".

Mulwanda, P.D. 1991. "Maize transportation in Zambia: A Cost Minimization
Approach”. A paper submitted as partial fulfillment of requirements for

Bachelor of Science degree, UNZA.

Muntanga, C.M. 1984. “An Evaluation of the Uniform Pricing System for Maize in
Zambia®, M.S. thesis, University of Manitoba.

Ndalamei, Likolo. 1989. "Pricing Policy of Agricultural Produce in Zambia". Working
paper SUAS-IRDC, Uppsala,

Implications of Current Policies and Practices 191

PIC. 1990. "Liberalization of Maize Marketing and the Source of Maize Used by
Lusaka Millers®, Lusaka.

Times of Zambia - Various Issues.
Wood, Paul. 1990. "Agricultural Policy Since Independence” in A. Wood, S. Kean,

J.T. Milimo, M. Warren, eds. The Dynamics of Agricultural Policy and
Reform in Zambia. Iowa State University Press. Ames.

Appendix 1. 1991/92 AGRICULTURAL SEED PRICES

SEED TYPE VARIETY UNIT RETAIL PRICE ll
Maize Seed MMG603/604 50Kg 2,265.00
MMS04/612 . 2,265.00
MM752/601 . 4,220.00
MMS501/502 - 4,220.00
Sorghum WSC 389 S0Kg 900.00
WSV 187 - 900.00
MMSH 375 - 2,110.00
MMSH 413 * 2,110.00
Maize sced and sorghum come in 50, 25, 10, S and 2Kg packs. |

Source: Zambia Seed Company Limited.
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STOCK MANAGEMENT: PROBLEMS AND
POLICY UNDER MARKET
LIBERALIZATION FOR GRAINS IN TANZANIA

HKR. Amani &
W.E. Maro!

INTRODUCTION

l\dalket lclOlms were ll'ulla(cd n 19& havc contin cd th 99 d
(]
! u t llgh 1 1 anag are

n'l:x:; ::lﬁdexamin:s policy issues relating food security to stock management at the
rural household levels. Food security rescrve stocks at the national level

Stock Management at the Nationa| Level: The Strategic Grain Reserve

The Tanzania Strategic Grain Reserve (S i i
. i GR) is a quantity of graj
%(;vizr:smcnt Cand T:ept in addition to the commercial stgcks ﬁ:cwggétzsz
/NMC. The SGR can only be released with the consent of the Minister of

Agriculture, Cooperatives ;
Security Un’it. pe and Livestock Development on the advice of the Food

1
Professor and Research Fel

low, respectively, Department of Economics, University of Dar es
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The SGR in Tanzania began with the food crisis of 1973-74. Food worth more than
140 million US dollars was imported. Drought was the major cause of that food
crisis but other contributing factors were poor sto « control, rapid depletion of
commercial stocks, the instability of the commercial market and the expansion of the
unofficial market. A 1976 FAO nission recommended the establishment of a
Strategic Grain Reserve to cope with gmergencics beyond the NMC’s normal support
to market outlets. The main issuc was what constituted an emergency from a food
security point of view? Under a "genuine” emergency, food should be distributed at a
discounted price or free, implying that the commodities would be distributed at a
financial loss.

The government accepted the FAO recommendation to establish an SGR a3 one of
its food sccurity instruments during production shortfalls. Storage fzcilities to house
the SGR were constructed in Arusha, Shinyanga, Iringa, Dodoma, Makambako and
Dar es Salaam. The initial (1978) stock of 100,000 tons of food grains was provided
by donors. There is ro information on how the 100,000 tons figure was derived or
how it relates to actual requirements during food crises. The 1973-74 food crisis
mostly affected the urban population and the SGR was intended, at that time, to
address the food security needs of urban areas.

By 1981, the initial reserve of 100,000 tons was exhausted through sales to cope with
serious food shortages during the early 1980’s, particularly 1980/81. Unlike the
1973-74 food crisis, the post 1980/81 food shortages also affected rural arcas. Thus,
the SGR whose target group was mainly the urban population had to be shared with
deficit rural houscholds. The SGR ccased to exist between 1981 and 1986 partly
because sales by the NMC from the grain reserve were not fully compensated by cash
deposits into the counterpart reserve fund. According to FAO (1986), in 1986 the
Reserve fund stood at 55 million shillings compared to an estimated net 128 million
shillings which should have been deposited. The 55 million shillings in the Fund
could buy only 6200 metric tons of maize at the 1985/86 NMC ex-store price.

A follow-up FAO Food Security Mission in 1986 reviewed the SGR situation and
came up with 2 number of proposals to rebuild and manage the SGR. The Missions’
proposals were aimed primarily at ensuring that the SGR would only be utilized t0
meet emergency food requirements and that funds from sales from the SGR would
be used to replenish the SGR following its drawdown.

The specific recommendaticus of the FAO Food Security Mission were (World Bank
1988, Tanzania government 1988a, 1988b and 1988c) that:

] the government be the owner of the SGR.

. the SGR be used only during emergencies,
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L] what constitutes an “"emergency” is to be identified by the food
security unit (FSU),

SGR stocks only to be released on authority of the Prime Minister’s
office on recommendation of FSU,

an SGR unit be established within the Ministry of Agriculture --
headed by a Food Security Officer,

NMC continue to manage the SGR on behalf of the government in
return for a reimbursement of all expenses resulting from the SGR
operations, and

a Food Security Reserve Fund be cstablished within government
accounts. *

During the 1988/89 marketing year, the SGR was re-established by purchasing
112,000 tonnes of domestic maize. Twenty-ninc thousand tons of maize was
purchased during the 1989/90 marketing scason bringing the total to its target level
of 150,000 wons. Part of this stock however, was used by NMC to fulfil its own
commercial targets. Thus, the government transferred the management of the SGR
to the Food Sccurity Unit of the Ministry of Agriculture partly because of NMC’s

mismanagement of the SGR and partly due to the governmont’s decision to
depoliticisc NMC so it can act as a commercial entity.

Justification for the SGR

Is there a need for an SGR in Tanzania, a country which is not landlocked? It is
justified as follows: First, the degree of climatic variability and the relatively small
proportion of national grain production traded through the official channel can shift
.thc domestic market rapidly from a surplus to a deficit position. Sccond, the country
is still facing a chronic shortage of foreign exchange so that the availability of foreign

cxcl}ange for commercial imports cannot be guaranteed at short notice when the need
for imports arises. Lastly, while concessional food aid is normally available to meet

emergency food requircments, there is a negotiation, contracting and delivery time
lag for such imports of between 3 and 6 months.

Cost-Effective SGR

The costs of Reserve stockholding are substantial (Tanzania Government 1989a) due

to the high cost of storage facilities, their maintenance and depreciation; substantial
losses attributable to the decline of product quality, for stocks held for prolonged
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periods; and high interest charges on capital tied up in grain. The government has
decided to rotate part of the SGR via annual comme:cial purchast and sales t?y the
NMC and to compensate the NMC for the costs of undertaking this stock-recycling.

A suggestion to minimize the costs, risks and operational problems clf max.xaging the
SGR would have Tanzania splitting the reserve into a physical and a financial reserve
of forcign exchange (Tanzania Government. 1987; Gray and Baker. 1988). A
financial reserve has the advantage of earning interest and overcoming foreign
exchange constraints. However, there arc opportunity costs in mainlain_ing a forcig-n
exchange reserve. In the Tanzanian context, maintenance of a financial reserve is
difficult for two main reasons. First, the country faces a chronic shortage of foreign
exchange and it would be difficult to raise the hard currency for such a financial
reserve.  Sccond, there is the problem of maintaining the discipline required to
climinate the possibility of the financial reserve being divenefi to other uses
(Tanzania Government. 1987). Thus, for a country like Ta.nzama with a fore!gn
exchange shortage, the opportunity costs of holding a financial reserve (in forelgn
currency) are high. It must also be remembered that a drawdown in the financial
reserve requires replenishment in terms of foreign exchange. _Even if the government
could attract donor support for such a rescrve, the opportunity costs of such support

are likely to be high in view of other demands for foreign exchange.

However, a combination of physical stocks and a financial reserve could minimize
costs of holding stocks and maintaining a financial reserve.

Important Issues Concerning th: SGR

The problems of the SGR (its role, procurement and management) centre on its
functions size and composition, and the mechanism by which the use of the Reserve
is triggered. The functions of the SGR under market reforms are not clear. WI-lh a
targeted level of 150,000 tonnes, it would appear that the function of the SGR is to
deal with famine. The amount is too low to serve as an intervention (buffer) stock
needed for effective implementation of price stabilization. However, the issue of
price stabilization under the current decontrol policy is very important.

Since the 1988/89 marketing season, the NMC is no longer obliged to buy all crops
purchased by cooperatives for its commercial operations.  More recently, the
government decontrolled all producer and consumer food prices® except .the price of
sugar. Prices of food, to a large extent, are determined by the market--imperfect as

2 The government fixes an indicative (floor) price for major food staples like ?addy and )
wheat. Cooperative are obliged to pay st least this price while private traders are not. This anomaly is

yet to be corrected.




196 HKR. Amani & W.E. Maro

it is. In order to stabilize both producer and consumer prices for food security
purposes, the government needs to be the buyer and seller of last resort. To fulfj]
the responsibilily of buyer and seller of last resort, the government not only needs a
Strategic Grain Reserve for famine situations but also an intervention stock for

The problem of expanding the SGR to include a buffer stock for price stabilisation is
lack of funds (Tanzania Governmeii.. 1988a). During the 1988/89 market season the
govemmcnt' spent about US $10.2 million to support (producer) maize prices u; the
remote regions of Rukwa and Ruvuma. These regions were excluded from the
commercial maize operations of the NMC® and neither private traders nor the

Table 1 Sources of Makze Grain & Paddy for Strategic Grain Reserv: 199¢/91

Maize Grain Paddy
Region Quantity (tons) % of the Total Quantity (tons) % of the Total

Rukwa 22217 29.7 — —
Ruvuma 17867 239 —_ -
Iringa 17619 235 —_ —_—
Mbeya 6970 93 260 4.6
Arusha 4000 53 - —
Singida 3124 42 —_ —_
Dodoma 1600 21 — —_
Mwanza — — 2428 426
Shinyanga 1486 20 2261 397
Tabora - - 499 88
Kigoma —_ —_ 245 43
Total 74883 100.0 5693 100.0

3 ..
-~ Due to logistical coastraimts and high transport costs.

Stock Management 197

Source: Ministry of Agriculture, Food Security Unit (1991) Unpublished information.

Given that these remote regions are the main producers of surplus maize in
Tanzania, government purchases comprise only a fractica of the marketable surpius.
The responsibility of buyer and seller of last resort was left to the respective Regionai
Cooperatives. Today these cooperatives, like those in other regions, are expected to
buy all scheduled crops from farmers and to develop marketing strategies to dispose
of the crops. Financial problems, together with marketing problems such as distant
markets and high transport costs, have made it very difficult for cooperatives to
perform the function of buyer and seller of last resort. This issue remains
unresolved.

Size and Composition of ihe SGR

While there is no dispute about the need to maintain the SGR, thc magnitude and
composition of the SGR is aa issue. The key requirement on tie size of the stocks is
to relate the SGR to circumstances for which imports are required. However, there
is no simple relationship between .::.ck levels and the need to import. A minimum
level of the SGR, below which an order for imports should be placed, is difficult to
define. The difficulty is that the appropriate minimum level varies with the prevailing
market siiuation and the month of the year.

It has been estimated that, due to scarcity of foreign exchange and other structurai
p-oblems associated with import procedures for processing food, the transportation
and distribution of imported food will take between three and four months. To meet
the per capita food requirements during a "normal® food crisis, a minimum of 150,000
toas of SGR is required (Tanzanian Government. 1987 op. cit.). In the event of
severe famine, that amount may not fast more than two months,

Related to the issue of the size of SGR is the question of its composition. The
1976/77 Household Budget estimates that about 80 per cent of the urban population
cereal requirements is obtained from maize (53%), rice (24%) and wheat (2%). The
rules governing the SGR do not specify what the composition of the stocks should be.
However, duc to processing problems, cassava, sorghum and millet are not included
in the SGR. The costs of procuring and maintaining wheat and rice would make it
prohibitive for the government to include them in the SGR. In addition, current
consumption requirements for wheat and rice exceed available supplies. Should the
SGR ccntain a substantial amount of these two food crops, pressure to divert them to
meel current consumption would be irresistible. Thus, almost the entire SGR should
be maize. Currently, some paddv has been purchased for the SGR, Table 1. Due to
high transport costs from the main paddy producing arcas to the main coasuming
areas, private traders have not responded significantly to the increased supply of
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Paddy. Thus Paddy was purchased not so much for the SGR
A as fi
relieving farmers of the huge stocks they could not sell, or the purpose of

Defining an Emergenq

h pared to what
amine relief requir it i
bottlenecks not:v:q Cd"

Storage facilities :o supply markets dy

* About 968 viltage
lbtutl-elm-vario.s

stores wich # i
AN average Capacity of 300 tons have been built. Funds for building

-
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(the immediate pre-harvest period)®. Apart from the SGR, stock management takes
place on-farm.

Data from a Household Food Security Survey in four regions, namely Arusha,
Singida, Ruvuma and Miwara® relates houschold food security under market

liberalization to household level stock management.

Houschold Storage

The inability of Cooperatives to buy from farmers, and the refusal of private traders

to buy from remote and low supply areas due to high transport costs, has forced

some farmers to construct either pcrmancnt or temporary storage facilitics. The
OWs construction of storage before and during a marketing season.

Table 2: Hwhd"mmhwma«lsmnp%
lﬂm-Mlnian‘&plen!nrl”‘,Bylhﬁon

——

—~———Region

Rvuma % Singida %°  Arusiz %
(n=374) (n=198) (n=220)

Storage
Mtwan %
(n=222)

Permanent 293 49.6 838 486
Temporary 2.7 504 162 S14
Column Total 218 368 195 219

a The number of households in the sample wxs 240, However, some households have contructed
both permunent and temporary stores.
Source: Computed from Survey data

s See Amani 21d Maro. 1991, “Policies to Promote An Effective Private Trading System in Farm
Products and Farm Outputs®, Paper presented to the Seventh Annual Conference on Food Security in
Sostherw Africa, 28* (0 30* October, 1991,

‘mamymcondud«l in April and September 1990, Ruvuma and Arusha represent food
surplas regions while Singida and Mtwara are food deficit,
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With the exception of Singida, the majority of the households in all other regjong

permanent storage facilities at

constructed temporary Storage facilities. This reflects t

the household level.

he high cost of building

Permancnt storage facilities include homesteads which are used both as homes and a4

stores, Table 3,
Table 3: Perceatage of Households with Different Qualities
of Storage Facility by Region: 1999/91

Quality of Storage Mtwara Ruvun:_ Singida Arusha Row Total

(1=22) (@=374) (a=1%8) (n=220) (n = 1036)

% % % % %

1. Brick wall & iron sheets 82 80 72 4.1 71
2. Mud wall & iron sheets 185 28 82 83 96
3. Mud wall & thatched 2.0 340 43 353 276
4. Inside house 337 276 763 327 39.1
5. Outside House (covered) 09 185 11 00 6.1
6. Outside house (uncovered) 6.0 55 24 15 42
7. Other (specify) 37 36 05 180 63
Column Tota! 29.7 30S 174 24 1000

Source: Computed Trom survey data

Table 4 Proportion of Households Which Experienced Crop Losses in
Storage in 1999/51 Marketing Seasonm, By Region

Mtwara %  Ruvuma % Singida%  Arusha % Row

Response (n=215) (n=214) (n=135) (n=165) Total
% (n = 729)

Yes 9.2 318 259 273 324
No 608 682 74.1 n7 67.6
Column Total 295 294 185 226 100.0

Source: Computed Trom survey data
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The proportion of households which experienced crop losses is higher in those
regions with more temporary storage facilities (Mtwara and Ruvuma -- compare

tables 3 and 4).

The major causes of storage losses are insects, fire, theft and moisture. Insect
damage is more serious than other causes of crop losses, Table 5. A combination of
poor storage facilities and poor pest control strategies contribute to the losses.
Heavy insect losses arc found in those areas where farmers plant hybrid maize or
seed obtained from the previous year’s crop.

Table & Major Cause of Storage Losses; Proportion of Houscholds
Respoading, by Region -1990/91

Cause of Loss Mtwara % Ruvuma %  Singida % Arusha % Row Total

(n=84) (n=68) (n=35) (r=45) % (n = 232)
Insects .23 413 1000 905 65.5
Fire 123 155 - 48 99
Moisture — 93 - 48 34
Theft 200 155 - - 121
Other (specify) 154 123 - — 9.1
Column Total 362 293 15.1 194 100.0

Source: Computed from survey data

The 1989/90 production scason was bad for most parts of the country. There was
too much rain’ in some regions, such as Mtwara and Arusha, and drought in other
regions, such as Singida. In a normal production year, a single storage ssason lasts
for about ten months (Golob 1986). Because of the poor production season, the
average stock held and storage period were very low compared to the storage
capacity, Table 6. With such low food stocks, many households were food insecure
since low production also meant low incomes. Not only were the food stocks low but
average losses due to storage were quite significant. In Mtwara, for cxample, average
storage loss was 50 percent of the amount stored., Theft, insects and fire contributed

to this high rate of storage loss.

? There were floods in Mtwara (Masasi and Newala districts) and Arusha (mainly in Babati
district).
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Table 6. Average Storage Period (months), Number of Months Profitable to Store, Average Storage
Capacity (bags), Average Number of Unit (bags) Siored and Average Number of Units (bags)

lost by Region: 1969/98 Season
3
Averzge Average No. of months  Awverage no. of Average no.
storage period storage profitable to bags stored of bags lost
(months) capacity (bags) store
Region
Mitwara 18 193 22 1.0 0S5
Ruvuma 4.7 235 39 70 09
Singida 14 114 24 16 04
Arusha 49 212 24 93 0.1

Source: Computed from survey data

Houschold storage can be supplemented with village storage capacity if available. As
table 7 shows, not many houscholds in the survey had a ncarby village store.
Relatively high positive responses in Arusha and Ruvuma are explained by the recent
deliberate decision tc erect more village stores in the food surplus regions. Village
facilities are available for use by farming houscholds as show in Table 7.

Table 7. DouthiII*O-nSconge Facility?: Proportion of
Households Responding, by quo- 19%0/91

%—

Response Mtwara % Ruvuma % Singida % Arusha % Row Total
(n=215) (n=214) (n=134) (n=166) % (n = 729)

Yes 479 66.8 04 599 475

No 521 332 9.6 401 525

Column 295 293 184 28 100.0

Total

Source: Computed from survey data

None of the houscholds in Arusha and Singida region had used village storage
facilities during the past three years, Table 8.

Yo
<
Stock Management 203
Table 8. Proportion of Households Which Have Used/Not Used Village
Storage Facility in Past Three Years: By Region
Response Mtwara % Ruvuma % Singida % Arusha % Row Total
(n=215) (n=214) (n=134) (n=167)
Yes 200 25.7 —_ — 139
No 80.0 73 100.0 100.0 86.1
Column Total 294 293 183 230 100.0

Source: Computed from survey data

In Mtwara and Ruvuma, 25% of the sampled households have used village storage
facilitics in the last three years. Reasons ior using village stores include proximity and
the availability of a village godown, Table 9.

Table 9. Reasons for Utilizing Village Storage Capacity: In Last Three Years

Quality of storage Mtwara  Ruvuma  Singida Arusha  Row Total
(1=43) (=55 (n=0) (=23) (n=121)
1. Close 1o me 209 55 0.0 0.0 9.9
2. Availability of Ready Market 0.0 167 0.0 00 74
3. Availability of storage space .1 778 0.0 100.0 8.7
Column Total 350 T 454 0.0 19.6 100.0

Source: Computed from survey data

Reasons given for not using the village storage capacity are shown in Table 10,

Those houscholds whose own storage capacity is inadequate, cannot entrust their own
grain to a village store for fear of crop deterioration, theft and/or unauthorized sale
by the union.
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Table 10, Reasons for Not Using Village Storage Facility Region: Lase Three Years

Quality of storage Mitwara Ruvuma Singida Arusha
(n=43) (n=55) (n=0) (n=23)

1. Insecure A X 0.0 6.7
2. Did not have much to store 7.3 0.0

6.4
3. Viilage pas O storage 65.1 4.6 1000 562 653

4. One Storage is adequate 219 48.1 0.0 131 216
Column Tota) 282 26.1 220 23.7 100.0
Source: Computed from Survey data

Conclusion

and emphasis shoylg be placed

The 8overnment shoyig re-examine jts po; i

1 I n Policy towards the functions of the §
With the price de_control for agriculturaj food €rops, price and market stabi‘;imfi;cﬁ
may become variable, The SGR may not be confined to emergency cases,

To minimize Operational costs of that part of the SGR held in Physical form the

governmenpg should seek donor Support to establish afi . .
. nancial food t
that would be maintaineg s an externa] foreign exchange reserve, seeurtly reserve
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CHANGING MARKETING ENVIRONMENT, EMERGING
PRICING ISSUES AND
POLICY IN MALAWI

Exley B.D. Silumbu'

INTRODUCTION

A number of studies and reviews exist on pricing policy regarding the smallholder
agricultural sector in Malawi within the structural adjustment programme (SAP) of the
1980s. These especially pertained to input pricing and subsidy management;
import-export parity and gross-margin pricing; fiscal and financial consideraticns;
historical evolution of pricing policy; statistical estimation of supply responses; etc., (see
bibliography). This paper focuses on: 1) reporting the extent to which changes in
government, partial deregulation and pricing have altered the marketing environment
using the data collected in the Food Marketing Liberalization Survey undertaken by the
Centre for Social Rescarch of the Uniw ssity of Malawi during 1990-1991; 2) discusses
the potential for Government intervention to influence food grain markets and prices;
and, 3) tests for the market-efficiency enhancement potential of market liberalization.

Overall Performance of Smallholder Production

A number of domestic and exiernal forces and natural hazards have conditioned the
performance of the smallholder subsector, but the differential outcome exhibited by
various crops indicates that policies may have had a decisive role to play. The
deadweight impact has been a depressed production in groundnuts and tobacco so that
the balance of payments contribution of the subsector has not been satisfactory. The
poor performance of maize production during 1984 - 87 was attributed mainly to the
smallholder fertilizer subsidy removal programme which necessitated taking a cautious
approach, given higher landed costs due to devaluations and inflated external transport
costs. Although production has recovered, the structural problems of low fertilizer
uptake and low proportion of hybrids to total production remain.

! Economics Department. Chancellor College. University of Malawi. Zomba. Malawi
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the other ADDs -- 459 for Blantyre ADD (BLADD) and 16% for

(M.Z@DD). Admarc had cosed about 50 percent of llzeir markets in ahgzzzcuasADlz
majority to lhe‘rcspondents trade with Admarc (85%, 68.4% and 922 in MD
PLADD and MLA!)D, respectively). Admarc’s closures did make a difference (86.7%’
in LIAD]?, 89.8% in BI.ADD, and 77.7% in MZADD). Fifty five percent in MZADD
and 55% in BLADD claimed that it now was difficult to buy compared with only 6.6%
and 12.7% who found it difficult to sell their produce. LLADD households, however,
found. the s:tuau'on.diﬂ'crent as 433% found it difficult to self while only 12.5‘%;
experienced purchasing problems with Admare market closures.

Many households, however were looking forward to dcal'ﬁ wi i
Q A 'ng with Admarc the following
year - 82.5%in MZADD, 76.5% in I:LADD, and 67.3% in BLADD., The nature of the

sellers to Admarc (658% selling with 24.5% buyi i i iti
: ying). This 41% net sell; t
declined (0. 22.8% for the LLADD households with MZADD ho::scholds enxgc‘c);:lg“l):

T e e
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Those who did not expect to deal with Admarc in the following year {32.7% in BLADD,
175% in MZADD and 23.5% in LLADD) cited distance to Admarc market sites and
unfavourable prices as the key deterrent factors. For instance, 70.1%, 41.8% and 39.5%
in MZADD, LLADD and BLADD, respectively, thought Admarc market was too far
away while 14.9%, 38.5% and 43.3%, respectively, thought that ADMARC’s sclling
prices were too high or buying prices were to low. Only 3.5%, 7.6 and 5.7% of the
households which did not expect to deal with Admare in MZADD, LLAD.) and
BLADD, respectively, thought that private tradess offered better prices and services than

Admarc.

It bas been established empirical from econometric analyses that smallholders respond
rationally to relative prices. Qualitative responses to this question showed that only
LLADD households (61.8%), on average, expected to respond positively to expected
producer prices. A majority in BLADD (53.6%) and MZADD (62.1%) did not expect
to be influenced by expected prices in their crop production decisions. For a majority,
input decisions turned out to be binding constraints, including Jand reallocacions. Thus,
non-price variables play an important role in smallholder’s supply calculations.

Traders’ Responses

The entry of private traders was quite substantial and favourable in the Central and
Southern Regions.  Unfortunaicly there was no private trader in the survey areas of
Mzimba Central or South. In LLADD, of the 53 traders, more than 40% had been in
the business of trading in agriculturai produce for only three years at the time of the
bascline survey — more than half, for five years. Ten of the 53 traders had been in
business for only one year. Another indicator of favourable response to liberalization
is that 82.1% and 72.7% of traders in LLADD and BLADD, respectively, claimed that
competition in produce marketing had increased. The level of education for traders is
substantially higher than for households. About half of the traders belong to an elitist
group holding some leadership position or belonging to some socio-ecomic commmittee
in a traditional, party, religious or business association.

Planners question whether private traders are willing to trade in food deficit areas. In
LLADD and BLADD, 76.5 % and 94%, respectively, of the traders thought that traders
were generally willing to trade in deficit areas as sellers. Thirty-eight point five percent
and 34.4%, respectively reported that they were already trading there. Moreover, 22%
and 563%, respectively, were planning to begin selling in food deficit arcas. Low
demand for sales in food deficit areas was not a significant deterrent to selling there.

How hare the regulatory changes affected traders? A general feaiure of the: economic
liberalization process in Malawi is that local government authorities, such as Municipal
and District Councils, tend to control and/or institute additional controls on certain
items that have been liberalized by the national or Central Government. Most traders,
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appear to be well aware of the price regulati istri i

) gulations of the District Councils —- th i
;hzat they are not “1gorously enforced and tend to be predictable. Sixty-seven pcr:gn:hm:

% of the t.radcrs.m BLADD and LLADD, respectively, reported that these :n
‘?hgeurl:t::ns did nfi)t !nﬂuencc their choice of grain trading places. They avoided pfacec:
cese regulations applied strictly. In LLADD 73 1<% d
controls did not affect buying and sell; i in while the e .that ooy
gyL‘BLADD were 6180 e ad s Ing prices of grain while the comparative figureg
DD than in LLADD with 23.5% and 17.6% of traders i
3 £ ers in the former ADD i

that controls tended to make buying prices high while depressing selling pﬁce;cponmg

llinr;experar ctt_:dly, local controls, Centr§l. Government pricing policy and the partial marke¢

. texiar:do: r:cc'rhm ;xgast:’c ha:)id positive regional effects on the trading opportunities of
private traders. The produce marketing reforms led to the introducti
:ffj&al:l g:lt':ez,ig;;: b:]mg tb: official price traders receive when selling rl;mxzu:t :gl:\?ifnt:::

- C’s onal markets, a price higher than the producer floor pri

" s 1 price. The othe
::c(‘: l:s lgtl::er :zl:anman Al;)mgncr price traders are supposed to charge consumers - ;
S consumer price. This pricing arrangement is des; ed
get around the constraint imposed by the itori icing T alse
£ ¢ pan-territorial pricing structure. It also
intended to facilitate the flow of maize from rural j depor
> areas to major Admare de d

u;bcacn ar;i:as :‘x;d back to rural areas dunflg periods of scarcity. Changes in Govlc)l?tnsmf:n
‘;7)1 4%p_o cyCh ;cti)cg half of the traders in LLADD and 588% in BLADD. It enabled

. in ea t i int si y
in BLADG AL buy(:n e:rr: ::;: profit. Twenty-¢ight point six percent of the traders

:l‘radcrs' responses and opponuf!ities, however, are constrained by liquicity and

BLADD traders, are lack of credit followed by unavailability of transport (23.5%). If
s : - For Lilongwe, lack of
credit and transport (20.2%) were equally important -- with transport in ge':lgc:,al’, 35.69(':.

PLCASB ll)'a(;t::(r’s—l 2ut“.rcighcd the storage constraint which was cited by only 10.6% 1.
4% in BLADD, Being mostly "Spot Marketeers”, cash and transport

'sle'hct:n n:z:l;:::n:n; of thesc constraints are two-fold, First, although private traders do not
marc’s as a comnetitor, the traders’ potential is serio i
) S a comy s usly und
::dA:l:rakrc .rela:nvc. Superiority in access to liquidity with which to comm;'nd r:sr('):lrt::zg
eting logistics, Second, the credit/transport constraint may have signiﬁcan:

implications for spatial or trans-regi i iati :
privat. - D. ans-regional market 1atermediation and Integration by the

—— e
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Production-Marketing Cycles and Price Movements .,

The seasonal cycle of maize prices, observed at the ma;or urban markets, has created
keen interest in food-securify-concernzd circles. The Department of Economic Planning
and Development (especially its Food Security and Nutrition Unit or FSNU) is
concerned about the lack of a precisc explanation for the rise in -maize market price in

-the face of the availability of maize stcck at Admarc outlets (Food Security and Nutrition

Bulletin, March, 1991, p.11). Their concern is motivated by the desire to protect

low-income households against high consumer prices. They favour increased
intervention to reduce market prices to official consumer price levels (Tbid, p. 12).

An examination of the maize price cycle reveals that prices start rising in the
y peak in December-January

June-August period and continue to rise until the
(sometimes February). Thereafter they fall until they bottom out in June-August. The
harvesting and marketing scason starts in April, with Admarc purchasing peaking during
June-August and ending in October-November — the planting period. The price decline
starts in the pre-harvest period of January-March and its trough coincides with Admarc’s

peak purchasing period.

The survey carried out weekly collection of data on prices in some markets in rural areas
and centres. Monthly prices were collected at Nguludi and Blantyre, and at Chimbiya
and Lilongwe, respectively and matched with the official minimum producer price and
the private trader official maximum consumer price (PTMCP). Rural market consumer
prices also start rising when urban market prices start to rise. However, they continue
rising into the pre-harvest period after the urban markets have peaked.

The seasonal food-security cycle, or maize depletion schedule, is related to the household
maize price cycle. Survey daia indicate that a quarter of the households interviewed, in
all survey areas, harvest enough maize to reach the next harvesting season. About 329
of the households deplete their stocks during July-December, when prices are rising,
while 39% (almost 47% in LLADD) deplete stocks during January-March when urban

prices gener.lly begin to fall.

It appears that demand pressures in the maize market start early, before official
concerns about food insecurity are traditionally revealed. Heavy purchasing to
accumulate stocks, together with and carly distress selling by households to carn cash,
may be contributory factors to apparent maize scarcities and the concomitant increases
in price as carly as July-September. The collapse of prices in urban centres, while rural
prices continue to rise unabated, reflects the historical urban bias nature of the
marketing system. Indeed Admarc has more purchasing points than selling outlets in
rural areas. This reflects the failure of the marketing system to return sufficient stocks
to the rural arcas during the pre-harvest period.
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This observed price cycle has some implications for price monitoring for gauging trends
in market pressures. Price monitoring is useful for detecting price rebounds. This means
that the exercise has to be continuous. In this respect, market pressures can be detected
as early as July. Beyond that point, price monitoring per se may be misleading or
Inappropriate in some rural markets where maize is not available. Monitoring quantity
or market activity rather than price is more useful. Counting the number of traders may
pe a2 meaningful gauge of scarcity. In areas where markets do not exist, therefore, other
information collection mechanisms will have to be used.

Market intervention designed to reduce market prices to officially desired limits must
start early and not be postponed to December-February when prices have already
peaked. Prices in some rural markets tend to be above the officially stipulated private
traden:—consumer prices for much of the year. Large stocks would be required for
effective intervention.

Grain Market Liberalization and Market Efficiency

One reason for encouraging increased private participation in produce marketing is to
promote mar.kf:t efficiency. The advantages cited are associated with the characteristics
of a competitive market system versus monopoly and/or state intervention. The
cﬁ'ccuv.cncss of liberalization, as revealed in market performance, is empirically
tested in terms of spatial market unification/integration and allocative efficiency over
time and reported here.

Spatial market in.tcgration is achieved when prices from different regions tend to
converge or move in tandem, i.c., prices in exporting regions tend to be related to those
prevailing in importing regions plus transport costs (Ravallion, 1987). Under conditions
of severe n!arket segmentation, deficit regions are unable to obtain surplus grains from
surplus regions. This stifles commodity arbitrage maintaining scarcities in deficit regions
and excess supply in surplus areas. This results in price divergence between regions.

TO. evaluate the impact of market liberalization on the potential for spatial market
unification, the Southern Region of Malawi is defined as the deficit region importing
surpluses from the Central and Northern Regions. Maize grain prices collected monthly
by the National Statistical Office (NSO) at Blantyre, Lilongwe and Mzuzu city markets
have. becx! uscd The period January 1984 to December 1986 represents the
plr‘c-lxberallzatIQn phase and the January 1988-June 1991 period the post liberalization
phase. \

The concept of coin.tcgr?tioxf was used to test the long-run relationship of Blantyre
ma}rkct prices and prices in Lilongwe and Mzuzu markets. Two economic variables are
cointegrated if the residuals from the static model are found to be stationary, i.e., exhibit
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an order of integration equal to zero or I{0). Two tests were used, the Durbin-Watson
which tests the null hypothesis of stationarity against non-stationarity {as used by Sargan
and Bhargava, 1983) and the Dickey-Fuller procedure which tests the null of
non-stationarity against stationarity. (Dickey and Fuller, 1981; Engle and Granger, 1987).

Weak cointegration emerged with regard to Blantyre and Mzuzu prices for the entire
period and the pre-liberalization phase. (Tests No.4 and 5). Significant cointegration was
found between Blantyre and Lilongwe market for both periods with the strength of
significance increasing for the post-liberalization period, even for Blantyre and Mzuzu
prices. These results indicate that markets seem to have become more integrated during

the partial liberalization period.

Allocative efficiency over time refers to the extent that stock adjustment is used to
influence prices over time. This measure is crucial in gauging the role of private traders
in the determination of seasonal prices. An efficient trading system tends to be price
stabilizing between periods of surplus and scarcity, cnsuring a steady flow of food among

scasons.

Monthly average stock adjustment was dstermined using survey data for LLADD
traders. Stock adjustment refers to monthly stock accumulation or decumulation -
closing stock minus opening stock for the month. There was a general tendency for
traders to be in selling positions, especially during January-March, although stock
accumulation started to diminish much earlier.

To evaluate the effectiveness of market liberalization in enhancing intertemporal
allocative efficiency, the relationship between increased private participation and price
variations was examined. Mazcket prices for Blantyre indicated that the amplitude of
price fluctuations widened soon after June 1987, narrowed between 1nid-1988 and end
of 1989, before rising again. This also was truc for Lilongwe prices although the
widening of the amplitude started about a year before market liberalization. For Mzuzu,
it is clear that the scasonal amriitude has tended to increase throughout the

post-liberalization phase.

The different measures of yearly variation for cach year since 1984 are reported. On
average, the degree of price variation was lower prior to liberalization for all the markets
as measured by variance and standard deviations. The year of liberalization experienced
the largest degree of price instability. However, the degree of instability measured by
the coefficient of variation tended to decline during the post-liberalization phase (even
for Blantyre) up to 1989.

A number of factors may have been responsible for the increased instability observed
in the later years. First, it may have been a result of increased domestic scarcity leading
to market uncertainties. Sccond, Admarc’s withdrawal from the marketing scene may
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have worsened the situation. Third, frequent official price revisions may have increased
the sensitivity of market prices, ¢.g., the sharp increase ir the mean prices after 1987,
Indeed, cointegration tests between city market prices and official producer prices
revealed significant cointegration of Blantyre and Mzuzu prices with official producer
prices after 1987. The reverse however, was observed for Lilongwe prices. These
analyses point to the potential of the private sector in stablising prices over seasons with
official intervention influencing price trends. Liquidity and infrastructural constraints
Limit the effective private sectors’ role in this regard. Survey data indicate that very few
traders transact for more than three-four months or maintain stocks for extended
periods.

Concluding Remarks

A number of observations emerge from the preceding discussion regarding the impacts
of the 1987 reforms on houscholds and traders. Constraints to emerging pricing policy
in the food grain markets also are identified. We sce from the households point of view
that, although many Louseholds deal with Admarc, their perceptions of dependence
differ across regions. Specifically, houscholds in the MZADD seem to depend on
ADMARC for inputs more significantly than houscholds in BLADD and LLADD. The
importance of prices also varies regionally with a majority of houscholds in LLADD
clairzing to be more influenced by producer prices than BLADD and MZADD
households. Non-price factors, especially inputs and land reallocation, are also important
in their productior. decisions.

The response of traders to the reforms varied from being none in MZADD ¢0 a rapid
responsc in the number of traders in LLADD. Competition in produce trading has
reportedly increased. The traders appear venturesome and are prepared to fill the gap
left by Admarc withdrawal from det.cit rural areas even as sellers. The partial revision
of panterritorial pricing affected trading performance :nd improved profitability positions
of those traders positively influenced by the policy shift. Constraints to increased private
traders’ contribution are lack of credit, limited transport facilities and high transport
cost. While these constraints are already familiar, there is some evidence to suggest that
local government authoritics® regulatory mechanisms may be constraining traders’
responses to reforms in some areas.

The scasonal maize market price cycle reveals a bottoming out of prices during
July-August-September when stocks kept by tradc s, and especially Admarc, are at high
levels. However, urban market prices peak during December-January and start to fall
during the pre-harvest period. In contrast, rural market prices continue rising unabated
during the pre-harvest period. The carly start in the price rise trend is due to heavy
restocking of maize and distressed household sclling -- both of these activities lead to
withdrawal of maize from the market at an early stage. The marketing system’s urban
bias nature tends to exacerbate relative maize scarcities in the rural areas while

g
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generating relative abundance in urban areas during the p.re-harv?st period. Nonetheless,
urban prices stay above the official consumer ceiling prices which suggests the overall
inadequacy of intraseasonal maize reserves.

Efficiency effects of market liberalization were gaug.cd from.tc.s(s on spa.ual and
intertemporal market integration. Although the market l.ntennedlauo.n mcchafusms are
not fully understood, urban markets in different regions show signs of 1.ncrea_sed
integration. Furthermore, market prices have become more responsive to official prices

since liberalization.

icy wi suggestions can be offered. To enhance responses to the price
:::l;;yan\\f;:: aan::;)::t?\fe ullgagnd is required in the form of a §igniﬁcant reduction of
non-price constraints, especially improveinent of access to (Efefill for both fam.:ers and
traders and transport capacity. There is also the need to el.lmlnalc or harm.omzc local
government and national regulations where they are incompatible with market

liberalization.

While intra-seasonal variations in prices are essential, efforts have to be made to red.uce
the urban bias which is historically built into the marketing system. Six!cc produce prices
start to rise soon after the peak of the purchasing season, intcl:vcntlon through sto_ck
management, which is designed to moderate overshooting of prices, ha§ to start qm.te
carly before market prices peak. This is, however, depel.ldcnt on h.old!ng substantial
quantities of stocks throughout the September-June pcnqd. Monitoring of market
pressures should be based both on price trends and observations of the extent of market
activity. Since, in some rural areas, organized periodic market.f) a.nd trading seems to be
lacking, other mechanisms of collecting information pertaining to trenc!s in food
insecurity have to be explored. Furthermore, a supportive hand should be given to the
cstablishment of a trading culture in such areas.
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LIBERALISATION: EXPERIENCE FROM MALAWI
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“ INTRODUCTION
Taaseconomic Background

_’n‘i‘i‘mﬂunny of Malawi cxperi?nced rapit.i growth for over a decade after independence.
faﬂcr?l;:mh occ:lned mostly in the ag.nculturc sector where estate production grew
and ey n ;rmalluo!dcr output. M.alawn's economic difficulties emerged in the late 70's
o y s, mau.xly due to falling terms of trade; drought which reduced export

mes and nccessuate«:l the importation of staple food; disruption of the transport

;:;) l::ywcrnmc:m approved several szctoral policies and measures to alleviate these
dive "f'h _which _included encouraging increased agricultural production and
Taification; maintaining food self-sufficiency and diversification of exports through
rcmuvi;.ldc;, producer price incentives and a credit facility for the estate subsector;
extens g the fertilizer subsidy to the smallholder subsector; and the establishing of an
‘cctor management training and extension service.

:", Z:’:‘:‘O;)g%uscd (h:':t the marketing structure of smallholder output was not conducive

Marketin . C‘l)'admg in the sector was left primarily to the Agricultural Development and

mamwg fpora.tlmf (ADMARC) and prices were kept deliberately low to meet other

“ ovcm,m‘fn;:c objectives. Goye.mmen't liberalized the market for smallholder output

and i ¢ the problem of declining agricultural production by restructuring ADMARC
4llowing private traders (o transact in smallholder agricultural output.

Contre of Secial Rescarch, University of Malowi.
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Restructuring of ADMARC

ADMARC was established in 1971, taking over the Farmers Marketing Board (FMB).
Its main objective was to buy, store, process, adapt for sale, distribute, insure, advertise,
and transport all products grown for sale on customary land. ADMARC was mandated
to sell produce for domestic consumption at prices that covered marketing costs except
where government felt that a lower price was in the national interest. The difference
between the below cost price and the cost recovery price would be reimbursed to
ADMARC by government.

During the 70’s, ADMARC taxed smallholders by purchasing their produce, especially
tobacco, below market value. The resultant profits were transferred to the estate sector
and industry. In addition, these profits financed ARMARC's development role in the
smallholder sector, i.ec., subsidizing an extensive network of markets; defending pan-
territorial prices for producer goods and inputs; cross-subsidizing producer prices
between tobacco and food crops; and defending the subsidized consumer price of maize
for urban dwellers.

ADMARC enjoyed good profits up to 1978. It then began to make losses, and by 1982,
it could hardly finance the procurement of fertilizer for the smallholder sector. Factors
contributory to this poor performance included heavy involvement into non-marketing
areas; costly financing and management of the 180,000 MT strategic grain reserve; ever-
increasing transport costs; deteriorating terms of trade; and the subsidising of inputs,
especially sceds and fertilizer. ADMARGC was instructed to operate commercially by
closing down all uneconomic markets and to compeis with: private traders. Producer
prices and ADMARC selling prices were increased and frequently reviewed. The
corporation gave up most of its non -agricultural trading activities. The agriculture
(General Purpose) Act in June 1987 was enancted to liberalise agricultural produce

marketing,
The Agriculture (General Purpose) ACT

ADMARC csscntially had exclusive rights, until 1987, to purchase maize from
smallholders, export, import and resell to consumers. However, private trading
flourished simultancously, albeit at a small scale. The financial problems faced by
ADMARC led Government to revise crop trading operations with a view to increasing
marketing efficiency by allowing the corporation to compcte with private traders. Only
traders transacting small quantities and sclling directly to consumers or in local markets
had been operating, but the Act allowed big traders to enter the market for smallholder
agricultural outpui.
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The Agricultural (General Purpose) A
operations and encompasses the following features:

(a) All traders must be licensed annually;

(b) They must operate in specified markets;

() Only Malawian nationals or businesses are eligible;
(d) Minimum prices are to be adhered to;

() Exports are to be controlled through the exis

ting export licensing syst X
(f) Monthly returns on volumes and values of the traded produce :ugst{sccm Y

the vacuum for the sam €aso MAR
al_:andoned them. The smallholde ina e o

t inaccessible arcas were left
their output or to purchase inputs.

2 returns, making accurate
! s impossible. Furthermore, the shortage of credit for
private sector investment and the historical influence of the quasi-public institutions in

velopment of private trade. Many traders entering the

1 ced and have inadequate storage capaci d techni
expertise. As a result, traders sell immediately after pur e, Failng to paps -~

ult, tr chase, failing to take advant
of seasonal fluctuations in the demand for food. Attempts o store their purchases h:s:

Objectives of the Study, Methodology an:; Sindy Area

The main objectives of this study were:
(a) to assess the impact of market reform on household

(b) to assess Ehc Tesponse of private traders to the new
() to determine the constraints being faced by private t

income and food security;
policy; and,
raders.

This paper concentrates on the first objective.

ct provides the legal basis for private trader

reported,
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The survey was undertaken in selected areas in each of the three ADDs, The following
criteria were used in selecting these study areas:

(a) Where there is an ADMARC market still operating;
(b) Where there was an ADMARC market which is now closed; and,
(c) Where there has never been an ADMARC market within an 8 Kms radius.

Two Rural Development Programmes (RDPs) were selected from each ADD. Within
cach RDP, two Extension Planning Areas (EPAs) were chosen for focussed interviews
over a twelve month period. Baseline information was collected from a sample of 1800
farm households. A sub-sample of 600 households was selected for monthly visits
during which data on food consumption, income and expenditure were collected.

Limitations of the Study

The aim was to sclect food surplus and deficit rural development projects in each ADD.
However, Malawi experienced a dry spell for three to four weeks during the 1989/90
growing scason which greatly affected grain production. Total maize production in 1990
was estimated at 13428 metric tonnes which was 89 percent of the 1989 level. Areas
considered to be food deficit fared better than those normally considered surplus
because they received better rainfall.

CHARACTERISTICS OF THE SURVEY POPULATION
Population Covered

The study was to cover 200 houscholds in each Agricultural development division for a
total of 600 houscholds. Only 567 houscholds weze covered during the first month 1990,
but thereafter, the 600 target was surpassed.

The sex of houschold head by Agricultural Development Division is shown in Table 2.1.
Overall, 17 percent of the houscholds were headed by females. This ranged from only
10 percent in the Lilongwe ADD to nearly 32 percent in Blantyre ADD. The incidence
of female headed houscholds in our survey is lower than that reported in other survzys
cxcept for BLADD. A Ministry of Agriculture (MOA) survey reported that female
headed households comprised 30 percent of total households ranging from 16 percent
in Karonga RDP to 47 percent in Ntchisi RDP.
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Table 2.1  Sex of Household head by ADD (Percentages)

MALE FEMALE
MZADD 870 130
LADD 90.0 100
BLADD 684 316
ALL ADDs 83.0 170

Source: CSR Field survey (Grain Marketing Liberalisation)

The highest number of individuals surveyed was recorded in September 1990 (3,650) and

the lowest in May (3,200). Th .
58 persons study ;Ec riod? € average household size ranged between 5.4 persons and

Occupation

The occupation of the household head is given i
Is given in table 2.2. As expected, th jori
é899.6) rof retspo;:ent.s are smallholder farmers with those in paid em’g;(c)ymcg’nt ;:::i(;;::y
sl.ighpted‘i:;z; ::ccs usmeﬁs:::zll/)\\l;omc:.ul,l ZB{Rercent of this total sample. There are somtag
.betw s wit DD having the highest populatio 1
houschold heads in Wwage employment as compared to 9.5% for MZ%ODPD andno(nlg?ig

for LADD. Nearly 78, .
in Blantyre, ly 78.6 percent of all businessmen/women sampled in the study were

frh:n%z l:s; tlhac; :;jvzol:str‘a_il:ied ir.x t;:rlms of land. Households with very smallholdings
v ] 0 lind gainful employment outside iculture --
relatively higher Proportion for employees and business persoanir;n BE:DD hence the
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TABLE 22 MAIN OCCUPATION OF HOUSEHOLD HEAD BY ADD

MZADD LADD BLADD ALL ADDs
% % %
Farming (own land) 905 93.6 829 89.6
Employed (outside agriculture) 90 29 9.9 65
Agriculture Labourer 05 0s - 04
Own Business - 15 72 25
15 - 05

Unemployed -
Source: CSR Field Survey (Grain Marketing Liberalisation)

Analysis of data on the occupation of all adults excluding those still in school, showed
39.9% claiming to be unemployed while 26.4% had no formal education or less than four
years of cducation. Primary and secondary school leavers constituted a third of the
total unemployed. The high rate of unemployment does not just reflect school leavers
who want to get wage employment but may be a growing problem aifecting everyone
due to the declining size of land holdings.

Education

The education of the houschold head by sex is given in table 2.3. Nineteen percent of
the male houschold heads have had no formal education -- 52 percent of the female
heads never weat to school. Since four years of primary education is considered the
minimum required to enable one to acquire lasting iiteracy, ncarly 52 percent of the
surveyed household heads could be said to be illiterate -- 47.2% among males as against
75% among female heads.

Data on the educational kcvel of all adults (15 years and above) show that 32% of the
adults never went to school and 57.9% could be considered illiterate. The latter
proportion for males was 47.7% as compared with 67% for females. Thus overall, the
literacy rate is higher in the general adult population than among household heads but
the differences between sexes are present in both cases.

The ADD statistics show marked differences in adult literacy. Twenty percent of adults
in the Mzuzu sample never went to school while 34 and 42 percent respectively for
Lilongwe and Blantyre ADDs never attended formal education. The illiteracy rates in
the three ADDs (including those with 3 or less years of formal education) are 49, 64.6
and 60 percent for MZADD, LADD and BLADD respectively. The overall adult
illiteracy is lower in MZADD than in the other ADDs. Howcver, the female illiteracy
rate (63.1%) is similar to that of other ADDs -- 75.2% and 62.7% for LADD and

BLADD respectively.
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TABLE 23 EDUCATIONAL LEVEL OF HOUSEHOLD HEAD BY SEX

No Education Sd. 1-3 Std. 48 Higher

% % % %
Male (N = 456) 189 283 467 61
Female (N = 92) 522 28 239 12
Both sexes U4 274 429 53

Sowrce:  CSR Field Survey (Grain Marketing Liberalisation).

The picture presented above shows that more than half (57.99) of Malawi’s rural adult
population can neither rcad nor write and that the situation is worse among female
adults. For these, the majority of smallholder farmers, the only way of acquiring
knowledge to help them improve their agricultural productivity would be through
persenal contact.

AGRICULTURE PRACTICES, INCOME AND EXPENDITURE

Crop Production.

Information on holding sizes has been analysed for Biantyre ADD only. Thus, the
discussion on holding sizes centres on this ADD, During the first month when baseline
data was collected, households were asked for estimates of their holding sizes. During
the focused interviews, experts were deployed into the area to actually measure the
gardens of the respondents. There is a big discrepancy between the estimates and the
actual measurements, Table 3.1. The data shows that smallholder farmers tended to
overestimate the sizes of their farms. The actual measurements are consistent with the
results found by Ministry of Agriculture.

It is well documented that small land holdings are an indicator of food insecurity. In
Blantyre ADD, most of the houscholds deplete their maize stocks before the next
harvest scason. Thus the small holdings resulting from population pressure in Blantyre
ADD, especially in the Shire Highlands RDP, result in a very serious situation,

The houschold estimates, Table 3.1, indicate Liat MZADD has larger plots since the
arca is not as densely populated as BLADD. According to the Food Security and
Nutrition Monitoring Report of the Ministry of Agriculture, nationally, 56% of
smallholder households have less than a hectare of land, LADD aud MZADD figures
arc below the national average.
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The major food crop being grown in Blantyre ADD is maize. However, 98 percent of
the houscholds grow the local variety demonstrating the lack of popularity of hybrid
maize. Pulse., which are consumed together with maize as relish, is the major food crop
grown in the area. The most prominent cash crop, competing with maize for scarce land
and other resources, is cotton.

TABLE 3.1 LANDHOLDING SIZES BY ADD (% OF HOUSEHOLDS)

Household Estimates Actual measurements

Holding Sizes MZADD LADD BLADD in BLADD
Up to 05 hac. 44 1.7 207 20
05 - 1.0 hac. 149 250 24.0 402
1.0 - 20 hac. 348 423 277 248
Over 20 hac. 459 210 27.6 130
1000 100.0 100.0 100.0
Buying agrrcies

Private traders’ activitics are relatively well developed in Blantyre ADD. A number of
smallholder farmers sell their produce to private traders. Figure 2 shows the majority
of cash crops transactions taking place between houscholds. In April, 38 percent of the
farmers sell to other houscholds. 1In February and March, nearly 80% of the
transactionsare between household. Households top all other buying agencies except
for June and July.

ADMARC is a significant buyer only four months of the year (May through August)
when it buys cotton. The fact that ADMARC markets are closed to sellers during
certain periods may increase inter-household activities, Direct sales b smaltholder
farmers in local markets is important from July to November when farming activities are
slack and households have time to sell at the markets,

The study shows that private traders are relatively more active in BLADD than in the
other two ADDs. Their transactions comprised more ti:an 15 percent of the total during
most of the study. Private trader purchases peaked in December when they dealt with
40 percent of the farmers.

For food crops Figure 3A show: that local markets are most important virtually
througkout the year. They are followed by transactions between houscholds. ADMARC
buys few food crops from this arca. Although private trader activity is less than 20
percent of all activity, it is significantly above ADMARC. This can be explained by two
factors. First, ADMARC waits much longer after harvest before purchasing to ensure
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that the water content in the crop reaches an accepiable level. Meanwhile, households
need cash to pay for various mandatory expenditures such as School fees and the
minimum tax. Private traders are willing to buy, but probably at a lower price, before
ADMARC steps in. Sccondly, ADMARC buys at a prescribed minimum price. But
farmers can make more money dealing directly with households or selling in local
markets because they use measuring units that result in a higher return than they can
obtain from ADMARC.

Food and Income Security Under Market Liberalisation
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In LADD, dircct purchase by houscholds is the most important outlct. ADMARC is
very active in cash crops between June and August and private traders between April
and June. For Food crops, ADMARC is a significant buyer between May and
November. Private traders transact in food crops throughout the year but they are most
visible between November and June, Figure 3B

Except for the period between March and July, when some households transact with
ADMARC in cash crops, practically all activities arc between houscholds. Private
traders are cssentially noncxistent. Looking at trading in food crops, Figure 3C,
houscholds are followed by local markets. ADMARC is only active between June and
October.

Smallholder farmers scll most of their products directly to houscholds within their
community. Distances to ADMARC markets are long and private traders can’t
economically venture into the remote areas. Thercfore, where ADMARC markets are
cdosed, smallholder farmers have no option but to sell tc houscholds.  Where
ADMARC markets arc available, farmers still may opt to sell directly to houscholds
becaus of a better return. Consumers prefer buying from farmers because they usually
scll the Jocal maize variety. Hybrid is common place at ADMARC markets.

Food and Income Security Under Market Liberalisation
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FIGURE. 3C
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Household Income

Table 3.2 shows the average monthly household income for each ADD and its source.
A very small preportion comes from agriculture in BLADD. The majority is from other
sources such as employment, business and transfers. In LADD, most of the income is
from the sale of agricultural output, especially during the marketing season. MZADD
follows the pattern of LADD, Whether a higer proportion of respondents ir BLADD

In every month, except September, LADD had the highest average houschold income,
peaking in July. Highest incomes occur during the marketing scason, May to August.
BLADD's average income reached K1,155 in July. BLADD has a more serious food
insecurity problems with small land boldings and limited cash income,

Average total mncome in BLADD increases with the size of land boldings, Table 33.
This implies that the near landless are more food insecure than those with more
hectarage. The high popuiation density makes reall-cating land infeasible. Short of
relocating people to the less populated areas in the north, off-farm income generating
activities is the alternative for improving their welfare. The high proportion of
bouseholds with very little land explains the trade in food items between houscholds.
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Table 3.2 Average Household Income by source and month, Malawi Kwacha

‘ADD MONTH FOOD CROPS CASH CROPS OTHER TOTAL
BLANTYRE
MAY 535 233 40.72 4840
JUNE 2043 12.14 4853 81.10
JULY 36.60 1055 8732 134.47
AUGUST 1393 2111 93.96 129.00
SEPTEMBER 212 21.41 7385 97.38
OCTOBER 638 2649 8315 116.03
NOVEMBER 650 486 86.06 9742
DECEMBER 559 695 8755 100.07
JANUARY 732 452 9231 104.15
FEBRUARY 730 386 63.25 7441
MARCH 9.78 795 52.76 7050
APRIL 6.72 3.03 58.99 68.75
LILONGWE
MAY 49.06 230.14 12056 39935
JUNE 3355 20845 30624 54824
JULY ] 278.36 16920 115528
AUGUST 17531 294.99 21672 687.03
SEPTEMBER 2362 5823 19739 2923
OCTOBER 2685 107.49 18326 317.79
NOVEMBER 15.65 4953 26532 33050
DECEMBER 28.10 37.00 16249 22759
JANUARY 1754 81.77 20495  304.25
FEBRUARY 2716 37.69 16892 233.77
MARCH 1.64 75 13608 17047
APRIL 10.73 4222 10709  160.04
MZUZU
MAY .U 9.17 84.16 12857
JUNE 78.15 1040 14890 23745
JULY n» 13534 15967 32883
AUGUST 2584 28855 14799 46239
SEPTEMBER 3764 180.84 17629 23477
OCJ OBER 17.18 66.17 16584 24918
NOVEMBER 26.64 98y 13484 17137
DECEMBER 21.03 712 10730 13546
JANUARY 19.19 1350 10556 13824
FEBRUARY 25.06 554 97192 12851
MARCH 1758 373 73.69 94.99
APRIL 12.21 712 70.05 90.05
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Table 33 Average annual household cash income by Land Size, BLADD

LAND AREA INCOME f'ROM INCOME FROM INCOME FROM TOTAL
FOOL: CROP CASH CROP 2THER INCOME
SOURCE
<S5 47.12 6.67
05 -1.0 82.13 36.13 :?ﬁjg 233156-34:’3
1.0-20 8889 101.18 189.13 3m21
2+ 12730 326.25 117651 1630.07

HOUSEHOLD FOOD SECURITY SITUATION
Major Food Crops Grown

Tat.ﬂc 4.1 indicates that a majority of the survey households ow local mai i

main staple crop. This is followed by beans, grown by (629 groent)and hayltz::::s mt:ii:
(329 percent). A recent Ministry of Agriculture (MOA) survey found that, with the
exception of'BlanSyrc/Shire Highlands and South Mzirba RDPs, all houscholds used
maize as their main staple food. Three percent and one percent for Blantyre and South
Mzimba respectively, used other crops as their main staple (MOA, 1991).

Our survey reported a much higher proportion of the households growing i i
urvey re n gro hybrid m
especially ic the RDPs in BLADD and LADD, than the MOA survey, i.e., 29 an:w?f’i

Increasing yields of maize has been a strategy for increasing national food security. It is
also seen as the only way of increasing household food security. However, the produ.ction
of maize appears not to have kept pace with the population. In 1980/81, Malawi
pr<-)duccd a surplus of nearly 94,000 metric tonnes of maize. :
estimated deficit of some 274,000 metric tonnes. The gap between production and

lnau;mal requirements at the national level can only reflect the situation at the household
evel.
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More smallho!ders might be willing to adopt hybrid maize - note the increases in
BLADD and LADD. However, the non-availability of adequate quantities of seed and
fertilizers has frustrated a number of would be adopters.  On average, the National
Seed Company only managed to produce 0.71 kgs of seed per farming household per
year between 1985 and 1990,

Hybrid maize is mostly grown as a cash crop. ADMARCs failure to buy all the bybrid
maize in 1986 resulted in a 46 percent drop in the hectarage under bybrid. This year,
ADMARC has failed to purchase all the maize farmers offered. Some farmers have had

have no incentive to grow hybrid next year, especially in those areas where they are
dependent upon ADMARC. A bybrid variety that can be stored successfully under
existing village conditions needs to be developed so that farmers can grow it for their
own consumption.

Table 4.1 shows that the population is heavily dependent on maize as a staple food. Only
in MZADD do houscholds grow cassava and/or millei /sorghum. A major maize failure

Table 4.1 Major food crops grown (percentcge of houscholds growing)

MZADD LADD BLADD ALL ADDS
Local maize 979 89.6 716 873
Comp. maize 21 18 32 23
Hybrid maize 433 2.0 047 329
Beans 89.7 462 495 629
Peas 116 104 595 253
Oth. pulses 112 149 4.7 165
G/nuts 4“6 26 89 26.6
Millet/sorghum 283 136 126 186
Cassava 185 23 116 109
Rice 04 09 os 0.6
Irish Potatoes 13 18.1 - 6.7
Sweet Potatoes 622 104 74 283

Source: CSR Field Survey (Impact of Marketing Liberalisation)

Food and Income Security Under Market Liberalisation 237
Food Depletion

lnforfnalion was collected on storage with cnumerators asked to measure the level of
CTOp In storage or count the number of bags every month for 12 months. A household’s
stored food was depleted if the enumerator could not measure the storage or count any
bags.

The Ministry of Agriculture’s Food Security and Nutrition Monitoring Survey found that,
by December 1990, nearly three quarters of the houscholds had depleted their food
stocks. Over 86 percent of the houscholds in MZADD had depleted their food stocks
by December. Except for Karonga ADD, over 70 percent of the households had no
food ty December, 1990, Blantyre and Liwonde ADDs were hardest hit. By March
1991, nearly 94 percent of the households in BLADD, 69 percent in LADD and 92
percent in MZADD had depleted their stored food.,
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Table 4.2 Percentage of houscholds depleting food stock in CSR Survey RDPs

Jume 1990 December 1990

MZADD
Central Mzimba 87
South Mzimba 86

LADD
Ntcheu
BLADD

Mwanza 20

Blantyre/
Shire Highlands 19 80

Source: MOA (1991) Food Security and Nutrition Mounitoring Report -1

Since only 14 percent of the houscholds had enough harvested maize in 1990 to last
them to the next harvest, how did the other 86% of houscholds manage to get their

food? Was the food they got adequate? What survival mechanisms did they employ?
Coping Strategies

Information was collected monthly to record the meals consumed by cach survey
houschold and the source of the inain ingredicnt. A total of 15,607 meals were recorded
of which 14,395 or 92.2 percent were prepared from maize. The remaining meals were
mainly composed of tea (3.2%) potatoes/cassava (2.1%) pumpkins (1.3%) and other
(12%).

TABLE 43 Main Meal Made From (As P\ age of all Meals)

Nsima from maize 908
Maize 14
Tea (with bread) 0.6
Tea (without bread) 15
13
21
12
Total meals recorded 15.607
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Maize is the main ingredient for almost all meals preparcd by heuscholds. Figure 5
shows that own stored maize was the dominant source of calories during the months
immediately following harvest. As the year progressed and households depleted their
own stock and purchases from ADMARC, local markets and other households become

more significant.

While 86.5% of meals prepared from maize and/or maize products in July 1990 came
from own stored stocks, the proportion dropped to 32 percent in February 1990.
Purchases from ADMARC, Trader and Local markets combined rosc from 7.9 percent
in July 1990 to 44.9 percent in February 1991. Dependence on ADMARC as a source
of maize is highest in the Blantyre ADD. Fifty nine point five percent of all maize based
meals in February came from ADMARC compared with 19.5% in LADD and 25.9%
in MZADD. In these ADDs, other sources and buying from other houscholds combined
are more important than ADMARC. This confirms the finding in the baseline survey
that, due to distances to ADMARC markets, more households in LADD and MZADD
depended on ganyu labour for maize than in BLADD.

In May 1991, only 1.4% of thc meals prepared were from maize bought from other
houscholds. This proportion rosc to 8.1 percent in December but declined to 4 percent
in March. During the hunger months, January to March, the bigger smallholders who

maintain a maize inventory, run out.
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Private traders were not a significant source of maize. In May 1990, only 0.4 percent of
the mealswere from maize bought from private traders, with the highest proportion 3.8
percent, bought in January 1991.

Meal Composition

The majority of meals prepared were nsima, mostly made from maize flour.” When
households have maize in stock, nsima made from refined flour dominates. A: can be
scen from table 4.4, nearly 72 percent of the meals prepared in June was nsima from ufa
but the proportion declines to 62.4 percent in December and 47.1 percent in March. On
the other hand, the proportion of meals prepared from “mgaiwa” flour increases from
9 percent in June to 27.4 percent in March.

TABLE 44. TYPE OF MEALS EATEN YESTERDAY FOR JUNE AND DECEMBER 199 AND
MARCH 1991 - % OF ALL MEALS

JUNE 1990 DECEMBER 19%0 MARCH 1991
Porridge 89 58
Nsima (ufa) . 524 471
Nsima (mgaiwa) X 21 274
Nsima (madeya) 16 14
Other X 50 183

SOURCE CSR field Survey 1990/91

There are marked differences in the proportion of "mgaiwa” meals between the three
ADD:s as shown in table 4.5. Nearly 43 percent of meals in March for BLADD were
prepared from mgaiwa flour compared with 30.3% in LADD and only 6.8 percent for
MZADD where 14.4 percent of meals were pumpkins.

TABLE 4.5. PERCENTAGE OF MEALS FROM *UFA" AND "MGATWA" FLOUR BY ADD

June 1990 Dec. 1990 March 1991
Ufa Mgaiwa Ufa Mgiwa Ufa Mpgaiwva

MZADD S 04 ™9 3.9 589 68
LADD 69.6 93 56.8 276 439 303
BLADD 665 185 516 33.6 396 42.7

Source: CSR Field Survey (Grain Marketing Liberalisation)
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The high proportion of mgaiwa meals in BLADD and LADD results from two faqo,x
maize, they purchase maize, processing i to
depend on the market, especi

always get local maize and have to buy hybrid which is not casily

Processed into 'ufa’. The houscholds are, therefore, forced to “mgaiwa” because

i i holds have to subsist on "non-
pumpkins, because they do not have access to local maize and are
unable to purchase hybrid from the distant ADMARC markets.

Households frequently use
Vegetables,

mushrooms become available,

Animal protein (livestock Products and fish) is taken with 16.4 percent of meals in May
and 25.4 percent in November, averaging 20.2 percent. Fish accounts for over 58 percent
of this type of relish.

Table 4.6 presents the average number of meals prepared by households. The highest

mean number of meals is 23 in May - the lowest is 19 from December to February,

Although the highest proportion of households depleting their stored food was in

MZADD and BLADD, tlic highest average number of meals were recorded in BLADD
D

May 19%
June

July
August
September
October
November
December
January 1991
February
March
April

Source: CSR Field Survey (Grain Marketing Liberalisation)

Food and Income Security Under Markes Liberalisation 245

Averages are oot necessarily the best way to judge scverity as the.y hide inter - household
differences. Figure 7A shows the proportion of houschclds cating only one meal a day
by month and sex of houschold head. Only 7.4 percent of the houscholds ate only ont;
meal per day in May, but more than 27 percent did so in Fe.bmary. Over 40 percent ol
the female headed households prepared one meal per day in February.

Houscholds in BLADD faired best while the worst situation was observed in MZADD.
Income cannot be the explanation as average incomes are loww in BLADD. One
plausible explanation may be the better developefl food marketing infrastructure and
proximity to ADMARC markets. The average distance to place of food purchasefm
April was more than 12 kms for MZADD, 8.5 Kms for IADD and 3.1 KMs o;
BLADD, Figure 8. When ADMARC is purchasing produce, distances to p!aces ol
purchase are shorter. As ADMARC withdraws from temporary markets, distances

become greater.
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FIGURE. 7A FIGURE. 8
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CONCLUSIONS AND POLICY IMPLICATIONS

Major Conclusions

Market liberalisation and the welfare of smallbolders are linked. Allowing private
traders to get involved in the marketing of agricultural produce may not totally offsct the
cffcct of the closure of ADMARC markets which are not commercially viable. Although
most household can dispose of their produce during a three to four months marketing
season, houscholds in remote areas find it difficult to obtain food after their own stocks
are depleted.

All food offered for sale during the marketing season may not be surplus. The majority
of households that sell part of their maize harvest do not produce enough for their own
consumption. However, they scll some of their maize to meet immediate cash needs.
With the closure of some of ADMARC’s markets it was cxpected that private traders
would fill the gap. However, private traders are not willing to operate in remote areas
where ADMARC has withdrawn unless it is profitable. Even where private traders are
most active, i.e,, in BLADD, the movement of produce from remote rural areas to more
urban centres is the mode. These traders lack basic infrastructure, capital and skills.
Still, incfficient official markets result food crop transactions primarily between
households and in local markets.

Because most houscholds only produce enough food for 5 to 8 months, they had to
employ certain survival mechanisms. These included cating less preferred food (mgaiwa)
or inferior foods {madeya, pumpkins, green maize, roast cassava, etc.) and/or reducing
the frequency of meals. During the hungriest part of the ycar, a quarter of the
households manage only one meal a day.

More houscholds in BLADD have two meals a day than in LADD and MZADD, even
though their average cash income is the lowest among the three ADDs. A more
developed “food trade” infrastructure appears to be the reason. Houscholds in BLADD
have better access to places where they can buy food.

Houscholds growing hybrid maize ip MZADD have more cash income but are worse off
in terms of food security. Their preference for "nsima® made from ufa is part of the
problem. However, the long distances o ADMARC markets, as seasonal markets close,
is a factor.
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Recommendations

(1) Where a land constraint exists, i.c., Blantyre and Liwonde ADD’s, other income
generating activities should be introduced and activities of the Malawi Mudzi Fund
should be extended to cover all districts within the two ADD’s.

(2) Mos=: private traders now operating lack basic skills, working capital and other
rc:;;rd.ccs A mechanism for helping private traders to overcome these constraint; s
n

(3) The prescat level of development by private traders in produce marketing does not
serve remote areas adequately.  The possibility of utilising farmers’ clubs as cooperatives
to buy and store produce for sale to members during the hunger season should be
explored. Alternatively, prominent individuals in remote areas could be assisted in
constructing acceptable storage facilitics.

(4) It is our observation that Government is very slow to react to emergency situations.
Although an carly warning system is in place to help government take timely action when
ascriousfoodyroblcmoowrs,itdoesnotappear to be working. A system capable of
analysing the food security situation area by area to guide effective relief action needs
toben:lc;lelopcd. Thiseannotbedoneifdeusn"onmakingisconccmratedat(he
national level.

(5) There recently have been workshops on implementing the food for work concept.
This concept needs to be put into practice.




IS GRAIN AVAILABILITY AN IMPORTANT
DETERMINANT OF VARIATION OF NUTRITIONAL STATUS
AMONG CHILDREN?

Preliminary evidence and policy implications
from Zimbabwe’s communal areas

Munhamo Chisvo and T.S Jayne'

INTRODUCTION

The plight of Zimbabwean women and children is receiving attcntéon from a growmg
audience. This follows in part from a global recognition that survival, protection and
development of children and women are rights, not privileges (UNICEF, July 1991). It
is also the result of carlier national recognition that child nutrition problems are
multifaceted and attempts to solve them need be multidisciplinary (National Steering
Committee on Food and Nutrition. 1990).

Zimbabwe pledged, along with other countrics at the World Summit For Children held
at the United Nations Headquarters in New York in September of 1990, to develop a
National Plan of Action for Children to achieve particular nutritional goals. An.l(-mg
these goals was the reduction by half of 1990 levels severe and modcrau:, ma!numUPn
among under-fives in the next decade (UNICEF, 1991). This presents Zt!nbauwc with
two major challenges. First, Zimbabwe has made commendable cfforts in support_of
child health and nutrition in the past decade. But the 30 to 35 percent level of stunting
still being reported in some parts of the country indicates that progress has been slow
(Greiner and Tagwireyi. 1991). Second, Zimbabwe’s economic climate continues to be
transformed by the Economic Structural Adjustment Programm.c (SAP).- The ughlc_:r
budgets of all relevant ministries inevitably restrain essential public sector investment in

child health and development.
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Thus, resource re-allocation and prioritization become pivotal to the success of
Zimbabwe’s future efforts to support child health. This entails reassessing and
strcamlining current national child health and development programs highlighting
reforms needed to improve management, financing and coordination of health and
nutrition activities. Analyses of the relative importance of and interactions between
factors influcncing child nutrition would help guide scarce government resources into
activities of greatest benefit.

Food and nutrition policy makers in the country, either implicitly or explicitly, have
questioned the role that food security plays in explaining stunted growth among children
under five years and the extent to which grain marketing reforms can improve the
nutritional status of children in communal area. This paper reports a study of the extent
to which houschold grain availability cxplains stunting (low height for age measurements)
relative to other factors among under-fives in Zimbabwe’s communal areas. Adtivitics
that, on the basis of preliminary evidence, may cost-effectively enhance child nutrition
and/or merit further research are suggested.

The paper is divided into five sections. Summary statistics on the prevalence of
malnutrition amongst sampled children and a brief description of factors contributing to
stunting are presented in the first section. The conceptual framework underlying the
analytical technique used in this study is then described. In the third section, models
used to examine factors explaining malnutrition are specified and results interpreted.
These results are synthesised in the fourth section to emphasize the key observations
made from the analysis. Policy conclusions drawn from these observations are discussed
in the final section.

PREVALENCE OF MALNUTRITION IN ZIMBABWE

A child nutrition survey was carried out in selected communal areas in the Midlands
Province during January and February of 1591 by the University of Zimbabwe Food
Security Project in collaboration with the Ministry of Health. A total of 335 children
under 5 years old were weighed. Valid height-for-age z-scores could not be determined
for some of the children sampled because their birth dates were not recorded on health
cards. In a number of cases the children were 00 young for height measurements to

be taken (i.c., no height measurements were taken for children under six months of age).

Table 1 shows the prevalence of malnutrition by communal area. Gokwe communal
area has the highest level of malnutrition. Interestingly, smallholder incomes were
highest in this region. However, there is great variation among wards within Gokwe,
ranging from food surplus households growing substantial amounts of cotton, to grain
deficit, remote and low-income households in the drier northern parts of the communal
area.
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Table 1. Prevaleace of Malnutrition by Communal Ares, Midlands Proviace, January 1991

WEIGHT FOR AGE
MALNUTRITION
<-2SD <-3SD

WEIGHED HEIGHT

MALNUTRITION
<-2SD < 3SD
N

OOMMUNAL TOTAL CHILDREN HEIGHT FOR AGE WEIGHT FOR
AREA
L] *
]

12
14
[}

s

.‘wummw-t
® Njcleie and Nesmagwe Words

The higher levels of malnutrition in northern Gokwe requires some claboration. A
sample of nurses interviewed at local clinics identified seven major contributory factors:

Early weaning due to pregnancy: Many families have poor child spacing resulting
in early weaning which disturbs the normal growth of child.

Diarrhoea: This is caused by poor sanitation and poor quality water. Most
households rely on bush toilets and river water.

Shortage of other foods 10 add to porridge and sadza: Groundnut production is
almost absent in Gokwe. Houscholds relv on rural shops for their peanut
butter, which is frequently in short supply a:d expensive.

Lack of budgeting/poor management of financial resources: Many houscholds
are headed by people who drink. Polygamy is also reputed to result in
mismanagement of both financial and physical resources.
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Alcoholism/alcohol abuse: This problem tends to be serious in Semuchembu
where drinking and smoking is more of a tradition than just a habit for both
men and women. Pregnant mothers who smoke and or drink risk giving bisth
to children who are under-weight because alcohol and smoke inhibit the flow
of food from the mother to the child through the placenta. The survey data
showed sigrificantly lower birth weights among mothers who drank beer.

Abject poverty: Output from crop production is low in northerz Gokwe and
there is limited scope for local employment. Pressures on family members’ time
in productive uses may reduce their ability to participate in child nutrition
schemes. For example, of 94 children registered for supplementary feeding by
a school in Zarova area of Gokwe, households of only 35 of the children
actually participated in the sunnlementary feeding programme.

Inadequate health services: Most people travel nine to ten hours to get to the
nearest hezlth centre.

METHODOLOGY

The conceptual framework guiding this analysis is underpinned by the theory of a health
production function®. Variability in nutritional status of children (measured using child
anthropometry) is explained by factors that are both endogenous and exogenous to the
houschold. Endogenous factors are those controlled by the houschold and include
income and available food (from own production or purchases). The houschold can
allocate these amcag competing opportunities. For example, available income can be
used to buy food for the child or to buy inputs for the next crop ycar. Similarly,
available food can be sold or exchanged to acquire other goods and services with higher
utility.

Exogenous factors, on the other hand, are external to the houschold. They affect
household decisionmaking and resource allocation, thus the nutritional status of children.
An example of an cxogenous factor is the genctic potential of the child®. Community
factors such as availability or access to health facilities, sanitary facilities and water
quality are considered to be exogenous to the household.

2 See "Household resources and child heakth in Zimbabwe", by Duncan Thomas. 1990, pp 2.

3 Genetic potential of the child depends on both inkerited genetic traits and the epigenetic factors that
determine whether the child is going to realise its gemetic potential.
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As in any production function, the output (child health) and certain inputs are jointly
determined. For example, several studies have demonstrated a significant positive
relationship between nutritional status and the incidence of diseasc - acute respiratory
tract infections and diarrhoca in particular. However, dcbate continues over the
direction of causality. Health status and food consumption also appear to be
simultancously determined -- low levels of cither factor tend to reduce the other.

To minimise simultaneity bias, two-stage least squares was used which accounts for the
endogeneity of segressors. Instruments developed for cndogenous factors, in
combination with other explanatory variables, were used to specify the second stage
equations which estimatc the parameters underlying the production function. The
regression coefficicats estimated by the second stage equations are cxamined to identify
determinants of child nutritional status. In both stages, multiple regression models
tested the &t of data from a single cross-sectional houschold survey* of 209 households
in the Midlands Province during 1991. Three hundred and thirty five children under five
from these bouseholds were included.

The dependent variable, child height-for-age, is a measure of chronically iuadequate food

intake. Height-for-age scores are expressed as standardized values, or Z-scores, which*

are the preferred indicator of the World Health Organization.

SPECIFICATION OF MODELS AND INTERPRETATION OF
- RESULTS

1st Stage Models

In the first stage, two models were specified to estimate two endogenous variables: “non-
salaried income and net grain availability for consumption by the child. These
instruments, in combination with other explanatory variables, were used to construct the
model that examines factors associated with height-for-age nutritional status of children.

4
As is tree of most cress-sectional surveys, omitted variables affected the analysis. Difficuties in
getting good explanatory power were anticigated for all the specified models.
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Household income

non-salary incomcs were estimated. Salarics were excluded because they are
carned off the farm and imply a different control and expenditure pattern®  The
proportion of income speat on child needs at the margin may depend to a larger extent
on where the income is earned than on who earns it and the actual amount earned.
Children staying on the farm, ceteris paribus, have greater access to income earned on
the farm. This led to testing the affect of salaries on child nutrition independently of
incomes from other sources.

To develop instruments for non-salayy household income, a multiple regression model
was fitted to the survey data using ordinary least-squares (OLS). Non- income
encompasses farm sales: hence, the specification of the model was guided to some extent
by production. function theory. The value of farm sales depends on output market
access and prices. Non-farming activities (although performed at the farm) such as
handcrafting and beer brewing also are included.

In this study, inter-household variability of non-salary incomes was hypothesized to be
aplamed by owned householc.l resources (land, labour and equipment and draft),
variable inputs pt:rchased '(fcmhzcr quantity applicd), and locational or agroclimatic
factors (location)’. The impact of factors missing in the model specification are
aggregated in the error term.

The ﬁnal specification of the model is presented below. The expected nature of
association betweea the dependent variable and the explanatory variable in question is
shown in parentheses.

(1s) INCOME = bo + bI(LOCT) + baLOC2) + bLAND) + by(LLABOUR) +

BS(EQUIP) + B{DRAFT) + ¢

Total household non-salary income

Constant term

Low yicling location: (Dummy) &)
Medium yielding focation (Dummy) +)
Labour (Members rbove five years) (+)

S
Most salaries are earned in urban centres where they are subject te different allocation decisions
ldu?edhnﬂtm!mmsm“lkhm All other things held constant, children are
move likely to beaefit directly from incomes carmed on the farm than salaries earned in wrban centres.

6

For more detail en specifying the model for household i
in Communal Areas Of Zimbabwe: Household Food Security Implications” by Charles J.Chopak, 1991.

see "Det inants Of Rural Incomes
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LAND = Land owned (hectares) (+)
EQUIP = Equipment owned (Z3) (+)
DRAFT = Draft owned(cattle equivalents) )
e =

Error term

Evaluation of the performance of the regression model shows that the independen;
variables explained nearly 31 percent (Adjusted R? =0.307) of the variation of non-
incomes of the surveyed households. The F-value of 18.25 was highly significant (0.00%
level) for the linear relationship between non-salary income and the explanatory
variables in the model.

A number of insights are provided by the estimated regression coefficicnts. First, the
expected reliance of houscholds on agricultural production for their non-salary incomes
is confirmed by the positive coefficients on production-related resource vasZables:
equipment ownership (statistically significant at the .01% level), cattle ownershi;. (1%),
and labour availability (5%). Land ownership, was significant at the 10 percent level,

The regression coefficients imply that: (i) a one acre increase in land owned by the:

houschold, ceteris paribus, is associated with a Z$12.61 increase in non-salary income of
the houschold; (ii) an additional head of cattle owned by the houschold, ceferis paribus,
is associated with a Z$27.89 increase in non-salary household income; (iii) an additional
Z$1.00 worth of equipment owned, ceferis Dbaribus, is associated with an increase in non-
salary income of Z$0.41 for the houschold; and an additional houschold member abowe
five years of age, ceteris paribus, is associated with an increase in non-salary household
income of Z$52.39 per annum.

The importance of the productivity of the farm location to non-salary houschold income
is confirmed by the siatistically significant relationship between non-salary income and
the dummy variable for medium-yiclding location (5 percent). Non-salary household
income is Z$723.19 higher in the medium yielding survey wards than in the low yielding
wards.

Net grain availability

Nei grain availability was calculated as an indirect measure of actual grain consumption
by summing households production, monetary and non-monetary purchases, gifts and
food aid received minus sales, gifts given and changes in storage inventory. This indirect
indicator of household grain consumption provided a uscful, albeit rough and imperfect,
measure of household caloric intake from grains. USDA estimates that grains constitute
about 50% of the average Zimbabwean’s caloric intake although some observers believe
it is much higher in the rural areas (Ramiji, 1991).
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To develop instruments for estimating net grain availability per child (NGA), a multiple
regression model was fitted to the survey data using ordinary least-squares (OLS). Inter-
household variation of net grain availability per child was hypothesized to be explained
by owned household resources (land, labour, equipment and draft), variable inputs
purchased (quantity of fertilizer applied), and exogenous factors that account for the
influence of agroecological conditions (i.c., the location dummy variables). The amount
of grain available is also determined by sales, purchases, gifts, exchanges and drought
relief. These in turn arc influenced by a varicty of social and economic factors some of
which were not measured and hence appear in the error term.  Grain purchases and
sales, for example, depend on household production, access to the market and grain
prices, and reflect the priorities of family decisionmakers with regard to expenditure and
resource allocation. Gifts and exchanges are also a function of complex social factors
and inter-household relations. An additional dummy variable, for whether or not
bouscholds brewed becr in the stucy period, was included in the model to test whether
there was competition for grain between consumption an¢ beer brewing. The final
specification of the model is as shown below. Again, the expected nature of association
between the explanatory variables and the dependent variable is shown in parcntheses:

The regression model explained 12 percent (adj. R? =0.12) of the variation of net grain
availability to children of the surveyed households with an F-statistic of 3.978 significant
at the 0.01 percent level. The low association between the predicted values and the
observed values raises questions about the plausibility of the instruments generated by
thi. model.

() NGA = b + bi(BEER) + bXLOCLOW) + bLOCMED) +
b(EINCOME) + bs(SALARY) + b&(LAND) + bEQUIF) +
ba(DRAFT) + by(FERTQ) + ¢

where: .
NGA = Grain available per child for consumption
bo = Constant term .
BEER = Beer brewing (Dummy) (+)
LOC1 = Low-yielding Location (Dummy) ¢)
LOCz = Medium-yiclding Location (Dummy) )
EINCOME = Estimated non-salary income +)
SALARY = Total salary eamed by household (ZS) +)
LAND = Land owned (hectares) +)
EQUIP = Equipment owned (Z$) (+)
DRAFT = Draft animals (cattle equivalents) +)
FERTQ = Fertilizer quantity applied (+)
c = Error term

The estimated regression coefficients provide several interesting insights. First, the
anticipated reliance of children on agricultural production for their food is confirmed by
the strong statistical significance of production-related resource variables: equipment
ownership (statistically significant at the .05% level), cattle ownership (5% level), and
land availability (5% level). An unanticipated, result is the significant negative
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association (at the 1% level) between both salary and non-salary income and the amoun
of grain available for consumption by the child. The result, may be plausible for places
like Gokwe North which is poorly suited to maize production but well-suited for cotton
production. Yet income generated from cotton is difficult to convert into grain because
of local scarcity and poor grain distribution channcls (Chisvo et al 1990). This
observation is consistent with observations made in other low yield areas where maize
is the only source of both food and cash income and households just attain food sclf.
sufficicncy retaining most, if not all, of the grain they harvest for consumption at the
expense of cash income (from grain sales). Salaries were expected to be higher for
houscholds that cannot raise crops, cither because of poor agroccological conditions or
because they lack certain necessary resources thus rely on off-farm employment. Grain
availability, under thiese circumstances, was determined by grain prices and availability
on local markets. Earlier surveys have shown that, in most grain deficit low-productivity
areas, grain availability for purchase is seasonal and expensive forcing households to rely
on purchased meal that is 30-35 percent more expensive than grain. In this case, even
though houscholds have high salaries, grain itself may not be readily accessible. The
negative association between salarics and net grain availability could reflect basic
consumer behaviour of shifting tastes from staple foods to non-food luxuries as incomes
grow. The cstimated regression coefficients imply that: (i) an additional Z$1.00 of salary
andnon-salarybonscholdinoomeisassodatedwitho.ozkgand0.57kgl&grain
available for consumption by the child, respectively; (i) a one acre increase in land
owudbythchousehold,cda&pmzbm,isassodatedwhha&nkginacascinlhe
amount of grain available for consumption by the child; (iii) an additional head of cattl
owned by the houschold, ceteris paribus, is associated with a 15.22 kg increase in the
amount of grain available to the child for consumption; and (iv) an additional Z$1.00
worth of equipment owned, ceferis paribus, is associated an additional 0.266 kg of grain
available to the child.

The cocflicients also demonstrate the importance of arca productivity to grain availability
for consumption. At the 10 percent level of significance, wards that yield 476-657
kilograms of grain per acre (also referred to as medium-yielding wards) are associated
with 361 kilograms more grain available for consumption by a child.

Beer brewing and the amount of fertilizer applied to grains do not seem to have a
significant association with net grain availability for consumption.

2
N
o>
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2nd Stage Model
Determinants of height-for-age malnutrition in under-fives

The literature fails to provide a sound theoretical base for the specification of a child
putrition model. Severl different regression models therefore were specified using
different combinzations of explanatory variables. These alternative specifications were
uscd to test the robustness of results obtained and the conclusions reached. Following
Thomas (1990), five sets of factors are hypothesised to explain the height-for-age
measurements of the surveyed children. These are: (i) houschold characteristics, c.g.,
asset owx_lership, type of latrine, marital status, grain available to the family for
consumption; (ii) parental characteristics (i.c., height, drinking habits); (iii) community
factors (ic., water accessibility and quality; accessibility to health centres; (iv) child
characteristics (i.c., age, sex, birth weight, height, weaning age, and child spacing); and
lastly, (v) type and duration of illnesses.

A regression model was specified to examine the determinants of variations of height-
for-age nutritional status among under fives.

The regression m.odcl’s independent variables explained ncarly 22 percent (adj. R?
=0.216) of the variation of height-for-age z-scores (HAZs) of the survey children but the
model was not significant. :
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HAZ = bo + bi(SEX) + bx(AGE) + byMARITALS) + by(MARITALP)
+ b(BIRTH W) + bs(NGA) + bXWEANED) + baDIAR) +
b(MEASLES) + big(COUGH) + bi(EINCOME) +
b1ASALARY) + bi(EDUCATM) + bi(HEIGHTM),

Height for age Z-score
Constant term

Gender Dummy

Age in months dummy
Marital status dummy
Marital status dummy ( 1=polygamy)
Birth weight dummy (1=<2500g)
Estimated grain availability ( kgs )

Weaning age in dummy (1= < 14 months)
Number of days child had diarrhoca

Number of days child had measies

Number of days child had a cough

Estimated household income (Z29)

Salary eamed by houschold members Z9)

Years of FORMAL education of mother

Height of mother

( 1=malc)
(1=<16)

( 1=single )

IIINIIIIIIIHIIIIIHM

SUMMARY OF RESULTS

The results indicate that the estimated relationship between grain availability for
consumption by the child and the child’s height-for-age nutritional status is sensitive to
model specification. Whilst no significant association is shown by he results of the
specified equation, other models have shown a positive association between grain
availability and nutritional status at the 10% to 15% level of significance. Using the
actual values for grain availability, positive association (10% significance level) results.

Several other variables appear to be associated with nutritional status regardless of the
model specification: (i) the height of the mother (positive at the 10% level of
significance); (ii) children past weaning age (negative at the 1% level); (iii) polygamous
households (negative at the 5% level); (iv) the incidence of diarrhoea (ncgative at the
1% level), (v) the level of education of the mother (negative at ihe 10% level), and (vi)
low birth weights (below 2500 gms) negative at the 10% level.

The coefficients imply that:

(D) children under 16 months (likely to be still breastfeeding), ceteris paribus, are
associated with an increase of 0.69 in their HAZs;
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(ii) a one year increase in the years of education of the mother, ceteris paribus, is
associated with a decrease of 0.5 in the child’s height-for-age z-score;

(iii) polygamous households, ceteris Pparibus, are associated with a decrease of 0.57 in
height-for-age z-scores of under-fives in Zimbabwe’s communal areas;

(iv) a onc centimeter increase in the height of the mother, ceteris paribus, is associated
with a 0.03 increase in the height-for-age z-scores of her under fives;

(v) low birth weight (below 2.5 kgs) is associated with a 0.72 decrease in HAZs.
UNICEEF reports that 70% and 53% of infant deaths occurred within the first month in
two sample areas in 1983 and 1984 respectively (UNICEF, 1985, p.12). A regression
analysis to identify factors associated with low child birth weights’ identified the
importance of main water sources further than 2km from home. A distance further than
2 kilometres to the most utilised water source, ceteris paribus, was associated with a fall
in birth weight of 023 kg, significant at the 10% level. No significant relationship was
obscrved between birth weight and type (or quality) of water source. Thus, proximity
of water sources may be more important than type of source. It is generally undesstood
that the quantity of water fetched and the number of uses to which a given quantity of
water is put are more important in detcrmining health (especially incidence of diarrhoea)
than the water source itself (Choto, 1991). The quantity of water fetched is a function
of distance from source, physical well being of the person fetching it and the opportunity .
cost of fetching water. In rural areas several activities compete with time spent fetching
water, such as working in ficlds and fetching firewood. Reducing the distance to water
sources, therefore, could increase the amount of water used and/or free up mothers’
time for other activities, including the time devoted to caring for children. Other factors
that were significantly associated with birth weight were (a) gender, males being
significantly associated { at the 0.01% level) with an increase in birth weight of 0.34 kg,
(b) marital status of houschold --- sicgle parents (at the 5 percent level) being
significantly associated with an increase in birth weight of 0.35 kgs.

7 lntk-odelwifnd,elﬂdbiﬂhnﬁhmhmkshdlokqphubyllhﬂots:(l)
mether’s drinking habits; (2) mother’s height; (3) type of Iatrine; (4) estimated non-salary household
income; (ﬂmnmaﬂd&mﬁwﬂnm(‘) Marital status; (7) Total household income
from salaries; (8) child's gender; (9) Distance from health centre; (10) Years of formal education of mother;
and (11) grain availability (o the household(estimate).
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associated (at the 5% level) with an increase of 64 days that the child had diarrhoea in

income had a positive cocfficicnt but was not significant.

Improving sanitary conditions by constructing pit latrines greatly reduces the incidence

children. Of the sampled houscholds, sixty percent used the bush, 18 percent had a PR
latrine with the rest having access to a blair or VIP latrine. Of those who did not have
a latrinc, about 40 percent were participating in sanitation projects in which they were
constructing their own latrines with government helping provide essential raw material
such as cement. Almost all of those participating had fully dug a pit in anticiy- dtion of
recciving their allocation of cement. Almost all of them indicated that failure to receive
ccment had stopped further progress. Latrine projects should be reinforced rather than
terminated during structural adjustment in light of the above findings.

POLICY IMPLICATIONS

The results from this analysis suggest six important implications for child health and
gutrition policy:

1 Returns to investments in diarrhoeal discase control and in nutrition and health
cducation, specifically focusing on maternal and child care - measured through
improvements in child nutrition - appear to be more strongly associated with
child nutrition that additional grain consumption by households. The impact of
the latter is determined, however, by effects of a dynamic process and is difficult
to trace. For cxample, zrain availability may affect mothers’ food security,
which in tumn affects her productivity and time spent with children. These

indirect effects were not captured in the model.  Greater access 10 and

affordability of staple grain contributes to a number of family objectives apart
from child nutrition (c.g., incomc growth and sccurity).

(vi) An additional day that a child suffers from diarrhoea, ceteris paribus, is associateq
with a decrease in HAZ of 0.004 —- hence, children who suffer from frequent and long
durations oi diarrhoeal episodes are likely to be stunted. The average aumber of day;
a child suffered from diarrhoea in the year prior to the survey was approximately 13
for severely stunted children (i.c., HAZ < -3.0) it was 66 days, for the less severely
stunted (ic., -2< HAZ < -3) the average was 15 days and children who were not stunted
(i, HAZ > -2) had suffercd from diarrhoea for an average of 9 days. A regression
model specified to identify key factors contributing to the incidence of diarrhoea
identificd two main factors: a) absence of a latrine (or the use of the bush — significans
at the 0.07% level of significance) being associated with an increase of 16 days in the
total number of days the child had diarrhoca; and (b) excessive drinking by parents was

the previous year. Salary had a negative cocflicient and was not significant. Non-salary

ofdimhoeawhkhilsdfisassodatedvﬁthadﬂeﬁaaﬁminthcnutﬁﬁonalstausd
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The analysis suggests that nutrition and health education should be viewed as
an indispensable component of formal eduction and should be targeted to both
parents. The above analysis shows that formal education, as such is less
important than informing on practices related specifically to health education
€g., pre-natal practices of the mother, weaning practices and sanitation.

Curricula for health and nutrition education should include the following:

@) importance of birth weight -- its relationship to the health, diet and
workload of pregnant women;

(i) post-weaning child care and the control of diarrhoea;
(iii)  importance of adequate water and sanitation standards;

(iv) the effects of inadequate child nutrition on productivity and future
health risks; and

) intra-houschold control of income and prioritization of expenditure
including gender issues associated with child nutrition.

In the process of economic reform, the government may consider mechanisms
to facilitate private investment in nutrition and health education in both rural
and urban areas. For example, many rural houscholds appear to have
undertaken digging and construction of latrines and are waiting for cement to
complete the latrines. The health impacts of and mechanisms to promote
improved cement distribution in rural areas to encourage private investment in
improved sanitation indirectly affects nutrition.

There appears to be a link betwecn mothers’ pre-natal behavior, low-birth
weight and child stunting. Between 53% to 70% of all infant mortality in
Zimbabwe occurs within the first month (about 35% within the first week), and
is closely associated with low birth weight (UNICEF, 1985). Low birth weight,
in turn, is associated with the condition of the mother during pregnancy, which
is a function of diet, drinking, smoking, etc. Low birth weight also is associated
with distance from main water source and polygamous houscholds.

Preliminary evidence indicates that, holding other factors constant, polygamous
families tend to have a higher proportion of malnourished children. Why this
should be the case has not been established.
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The relatively importance of the ncgative coefficient fo
the positive cocfficient for non-salary
the value of a dollar of income

Income is earned and who co; t
employment may, ceteris parnibus, coatribute more to nutritional well-beins of
rural children than income earned by family members in urban employmen;,
Given the importance of agr; as a source of rural income, improvemenyg
in farm technology and the promotion of rural home-based industrics appear
to provide greater potentiai benefits to children living i the rural arcas thay
employment elsewhere.
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Policy Issues Related to Crop Mix,
Technology and Food Security

THE EFFECT OF CASHCROPPING ON FOOD SECURITY,

EMPLOYMENT AND INCOME IN SWAZILAND:
PRELIMARY: FINDINGS

Vincent Majozi Sithole!

Introduction

Satisiving man’s food necds has always been a struggle for a majority of the world’s
population. Therefore the world’s food problem is nothi

hunger, actual or potential, is
because, due to improved technology, there is a general awareness of the problem and
science and technology are now seen as capable of providing a solution.

Indeed, studies have shown that the world is able 1o produce more food than ijts
inhabitants require. According to the World Bank, the “growth of global food
production has been faster th i

The implications of the above are

countries, inad i

Problems with security do not necessarily result from inadequate food production.
Thex also arise from a lack of purchasing power on the part of nations and households.

lSoci-l Science Research Unit, University of Swaziland.
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to H . cient
meet all his food Crop requirements through own production. Just a: itf(i); a farme,
- essentia)

for a country 1o j
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Notwithstanding the above, for purposes of this study we exclude the production of
cdible crops as a cashcrop. We focus on those farmers growing cotton on Swazi Nation
Land (SNL). Cotton has been sclected because it is the major non-cdible cash crop on
SNL. Initially we planned to include tobacco growers. However sampling problems, due
to the insignificant extent to which the crop is grown, led to it being discarded.

The purpose of this paper is to explore the impact of casheropping on houschold food
sccurity, income and employment in Swaziland. Food security is defined as dependable
access by all people at all times to enough food to be able to lead an active and healthy
life. Such access can be attained through own production and/or ability to purchase

needed food.

Section 2 summarizes the Swaziland government’s attitude towards cashcropping together
with an overview of cashcropping in Swaziland. Section 3 preseats a literature review,
whilst the research method adopted for this paper is presented under section 4. Section
3 presents discussion of the research findings. Based on the previous sections, the final
section presents a summary and research/policy recommendations.

CASHCROPPING IN SWAZILAND
Swaziland Government Policy Towards Cashcropping

The government has emphasized cashcropping in the agricultural sector for a long time.
According to the Post Independence Development Plan, one of the agricultural objectives
was to “convert the Swazi farmer from being a cultivator cking out a subsistence
existence supplemented by wage carning, to a full time profitable ycoman class of
farmer* (Swaziland Government, 1969:67). The same objective is reiterated in the
Second National Development Plan, 1973-1979, where the first aim of agricultural policy
is listed as being "to assist Swazi farmers in making the transition from subsistence
activity to semi-commercial and commercial farming” (Swaziland Government, n.d.:45).
Such a transition was expected to be attained through increasing the marketed
production of kcy food crops and cashcrops by Swazi farmers, primarily by raising crop
yield per hectare and by introducing farmers to cash crop farming. The third and the
fourth national development plans echoed this policy.

The main programme used to assist SNL farmers in making the transition to (semi-)
commercial farming, has been the Rural Development Areas Programme. This
integrated rural dcvelopment programme was initiated in 1968. The programme, partly
financed with British aid and World Bank loans, included physical reorganization of land
use patterns, provision of improved infrastructure as well as the provision of extension
scrvices, input supplie< and credit facilities. The results have not been impressive and
implementation of the programme was stopped per se after 1983 when external funding
for the programme came to an end. Since then, no further large scale rural
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development programmes have been mounted. Aj
through od hepr Pt il nted. Aided development now takes place

Characteristics of Cash Crop Production in Swaziland
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:au:a:::zf such as jts eog:tn’bubon to GDP, creation of employ::int Oppo:t:mq:'lbcr of
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» [ hired
:;:on farmers on the southern part of the Lowvcltg,' :smhf:‘z:tr?n 14;8;“!::)' o
13.311:1.:3% of the surveyed cotton farmers hire labour for barvesting, wi ot
et b?u:a:::rers (Stcrkc!:burg and Testerink, 1982; 33-34). it has also been ed
t cottonnm Pa.rt;cu(l;.r‘l\y. (;!unlg t‘hc harvest pcnod, form a eonsu-:ngtu to
ewmployment .uc&qmo » 1981: 37-38) thus indicating high (pot

quarter are found in the Middleveld, Furthermore, 229 of SNL farmers in the Lowveld

e il e ar St homgeads produce cotton and, for the purposes

Region Cotton Growers Noa-Cotton Growers All SNL Homestead
) No. % No. %
Highveld 127 . 30 14338 29 ﬁzas ;z
.9 99.1
Middleveld 1123 s 268 20910 43 22033 1 415
.1 4.9
Lowveld 2699 63.7 9560 20 12259 10023 1
b 220 730 100
288 66 68 4061 8 4349 82
] Y 934
Swaziland 4237 100 1
48869 100 53106
80 92 100 100

Source:  Data from CSO Agricultural Census, 1983/84
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The area under major crops on SNL is recorded in the Annual Statistical Bulletin of
€SO (Swaziland Government, 1980-1987) and are the source of the data used here.
However, there are some unexplained variations in the figures published in different
years pertaining to the same growing scason. It is, however, the only source that

provides annual figures.

Table 2 gives a summary of the area under cotton and maize. From this table the
reader can see that maize is clearly the most important crop in terms of area -- about
three quarters of all cropped SNL land is under this crop in any given year. The area
under cotton increased considerably between 1971/72 and 1978/79 from about 4000 ha
(4.9% of cropped SNL) to 17709 ha (18%). However, the hectarage dropped to 6492
ha in 1983/84 (8.6%). Stagnating cotton prices, accompanied by an increase in the cost
of production, may have shifted production towards maize. This is supported by a
comparison of gross margins for maize and cotton, presented in a recent World Bank
Report (1987: Table 7), reproduced here as table 4, and by the increase in the area
vader maize from 72.3% in 1978/79 to 84% in 1983/84, Table 2.

Table 2. Area wnder Cotton sud Maire on SNL - 1971/87

Year - Cotton Maize

Total % of total Total % of total

ares cropped SNL arca cropped SNL

(ha) (ha)
19772 3933 49 on o
1w 249 41 0585 819
1973/74 9666 106 68851 8
197475 1133 131 60999 n4
1975/%6 10130 122 59799 720
1976/77 7925 112 53902 763
1977/78 213 101 53902 713
1978/ 17709 180 71145 723
1979/80° 17709 180 71145 723
1980/81 13035 169 55654 724
1981/82 11575 145 58936 74.1
1962/83 7536 132 44143 771
o 649 86 63582 84.0
1984/85° 6492 86 63582 84.0
1%/“. 6492 8.6 63582 84.0
1986/87° 6492 86 63582 Mo

Source:  CSO Annual Statistical Bulletins 1980-1987, Cotton Board Annual Reports. * Estimates.
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Table 3. Area under different crops, SNL, 1983-84

Cashcroppers Non-cashcroppers

32 15
429 877

13 13
493 -

Mecan cropped area (ha)
Mean % kept under maize
Mean arca under maize (ha)
Mean % kept under cotton (ha)
Mean arca under cotton (ha) 1.6 —_
Mean % under other food crops 78 123
Mecan arca under other

food crops (ha) 03 02

Source: Nata from CSO Agricultural Census, 1983-84

One area per region was selected at random from a list of areas falling under proposed

RDA status in 1982 and, with the aid of the population census enumeration areas, one
area per region was selected at random. In the middleveld, the selected area was

Mafutseni whilst in the lowveld the area was Elulakeni. The two groups of farmers were
interviewed in cach area. -

Maps of the selected areas were used in the field for accurate boundary determination.
Enumerators selected households by first locating a cotton producer and then selecting
the nearest non-cotton producer. This was based on the assumption that there teads to
be more non-cotton producers than cotton producers in both regions.

The ficld work was undertaken to cover a period of one year through four visits, Table
4. The questionnaire was designed so that the respondent was expected to recall events
of the previous threc months. However, some questions, particularly those pertaining
to the nutrition section, required a recall period covering the previous 24 hours.
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Table 4. SNL crop budgels, 1985 prices
Yiela! Total  Total output Man days Gross Retum
- - Rr
kg/ha costs  value per
r ha in?
i e g
maize intermediate?®
- Highveld 2,550 333
! ™1 78
- Middicveld L7 2% 527 & s a
Lowveld 250 1 264 6 8 14
Maize optimum?
- Highveld 4250 563 13
s 18 50 755
: Mlddlekv’eld 2,550 384 »1 45 407 l:c}
cmlmm 1,5573 270 395 40 125 3'1
. T4 398 125 :
Tobacco air-cured 700 515 910 145 ;;g i-;

1 Gross yields less 15% for harvest /st Josses,
2 Including family tabour. fotorage )

4 Commercial farme
ferutimeroal s o:y il::, (less than 10% of households), tractor cultivation, adequate
Source: The World Bank, 1987 table 7,
m‘mhdthvﬁsﬂmksm in Table &,

Table 5 Field Work Visit and Coverage

Visit Month Undertaken Period Covered

First December 1990 Sept-Nov 1990

nsemm.d March 1991 Dec 1990-Feb 1991

Fo:. " June 1991 March-May 1991
rt September 1991 June-Aug 1991
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Field Work Problems

A number of problems were encountered in sample selection in the field. Late rains
made field work difficult. Some farmers had not yet started ploughing with some
indicating that they actually might decide not produce anything this season. Secondly,
some well known cotton producers in the middleveld decided that they would not
produce cotton because of the late rains -- rather, they would produce only maize. The
opposite occurred in the lowveld where farmers, who normally do not produce cotton,
decided to produce some because they felt it would adapt better under the late/less rain

conditions.

Many interviews had to be done in the evenings because of the absence of adult
houschold members during the day. In addition, the timing of some of the field visits
coincided with peak labour demand on the farm. Consequently, to get an interview, the
enumerators found themselves having to show extra politeness by taking part in the field

work, such as weeding and picking cotton.
Presentation and Discussion of Survey Results

We hypothesized that cashcroppers have a higher degree of food security than non-
cashcroppers. This is because the former use and have greater access to extension
services, agricultural inputs, and credit facilities. Also their households are headed by
innovative heads (i.c., they are relatively young, more educated and predominantly male).
We, therefore, tested the hypothesis using the data collected. In addition we
hypothesized that cashcropping contributes positively to the creation of employment
opportunities and to increased total houschold income.

Food Security

Maize is the major staple food crop in Swaziland. The agricultural cropping system
centres around maize. Many crops arc intercropped with it. Others are produced on
the remaining land once enough land has been put under maize to enable a homestead
to at least subsist. According to CSO data, maize occupies 67% of the total net area
under crops in Swaziland. This share is as high as 87% in the highveld whilst in the
lowveld, which is not suitable for maize, the share is 45%.

Maize is produced by virtually all SNL farmers. According to Sithole (1990:11), 90% of
all SNL farmers produce some maize and Ristanovic (1990:1) reports that more than
95% of the maize produced is for direct human consumption. This shows the
importance of maize in the dict of Swazis. Given the importance of maize in the dict
and the proportion of land allocated to it, it seems proper to infer that ihere exists a
direct relationship between production levels and degree of food sccurity. Indeed a
recent SSRU report, (using CSO data), demonstrates that the majority of SNL farmers
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Table 6. Frequency of Prodection of Now-maire Food Creps on SNL

Crop

. of Homesteads
(n = 53 106)

Cowpeas
Beans

Groundnuts
Jugobeans
Pumpkin
Sweet potatoes
Potatoes
Vegetables

4562
4416
53
3551
15743
678
4%
384

Source: CSO Census 1983/84

-7“7-1'"’”“(:"'?5.?!“-«4!”“"“;

Crop

Cash  Croppers

Cotton

Maize only

Maize /peanuts/cowpeas
Maize /cucurbits

Maize /pumpkins /soyabeans
Maize/, Pumpkins/cowpeas
Maize/pumpkin

Cowpeas

Cucurbits

Sweet potatoes

Beans

Sorghum

Groundnuts

Jugobeans

No.

36
1
5
2
1
3
3
2
2
1
1
3
3

Source: Survey Results
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Not all SNL farmers produce enough maize to meet their consumption nceds throughout
the year. In a sample of 58 061 homesteads in 1983/84, the CSO found that only 16%
are able to always produce enough maize, Table 8. This figure compares unfavourably
with the more than 30% who never produce enough maize to last the whole year. The
data support our hypothesis by showing that only 25% of cashcroppers never produce
enough maize compared to 35% of non cashcroppers. Indeed inore than 23% of the
cashcroppers always produce enough compared to only 16% non cashcroppers.

Our data also confirms these findings. Tablc 9 shows that 66% of the farmers already
knew by December 1990 that their remaining stock of maize would not last up to the
1991 harvest (May/Junc). The percentage is surprisingly higher among cashcroppers

(69%) than the non-cashcroppers (63%). As shown in Table 9, only 25% of the farmers
perceived that their maize stock would last till the next harvest. Of even greater concern
is the fact that, with harvest at least five months away, 27% of the farmers were already

totally out of own produced maize.

Table & Cashcropping and Maize Self-Sefficiency 1963-84

Production Level® Cash croppers Non-Cashcroppers  Totat
No. % No. % No.

Always cnough 1372 7501 159 8873

Mostly enough 1218 207 8716 185 9934
Sometimes enough 1818 308 14445 306 16263 306
18036 340

Never enough 1489 253 35.1
5897 100.0 47209 1000 53106 100.0

Total

Notes *  Always = 100% of the time  Mostly = Greate: than half of the time
Sometimes = Less than half of the time  Never = Zero percent of the time

Source: Data from CSO Agricultural Census, 1983-84.
Table 9. Ability of households to produce enough maize by type of farmer (1989/9¢)

Particulars Cash croppers Noa-cashcroppers Total
No. No. %

12 19 31
Not enough 43 39 63
Not sure 2 2 3
No maize in
Stock by December 16 17 27

Enough maize

Source: Survey Results
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4
9
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Cashcroppers produced more maize during the 1990/91 cropping scason than non-
casheroppers. Whilst their average maize output was 10.25 bags, non cashcroppers oaly

uced an average 5.9 bags during the same period. Given the carlier figurcs showing
Mtherckmdgniﬁuntdiﬁacnccinqnasundcrmaizefmthctwotypesofh:ms,
the output figures indicate that cashcroppers get higher yiclds. The cashcroppers higher
.bilitytohmcnoughfoodkduetothcasbcropitsclf. ‘The gross income from cotton
duﬁngthcl990/9luoppingscasonwasanaveragcofMpctfamer,withmc
paving up to morc than E10,000. This reflects a marketing infrastructure that is much
better than that of maize. Other factors that contribute to cashcroppers’ food sccurity
indudebeuamtoenensionscwiccsandthequaliliaofthehcadofhonscbold.

Access to Extension Services

As shown in Table 11, our study confirms the inadequacy of extension - farmer contact.
Duﬁngtheperiodwvcﬁngthcphnﬁngperiod(&ptcmba—Nmmba),hsstth%of
all the farmers had been visited by government extension workers. Amongst the
8.1% were contacted compared to only 1.6% of the non-cashcroppers.
ﬁiswnﬁlmstbefaathamensimwkas,ﬁththeﬁmemdmeans,pmfutovﬁt
progtessivnfarmerswborespondmorepodﬁvdytoadvice.

Howeve:,asmanyaslhreeoutofﬁveofthevisitedashctoppcrs(ﬁo%)didnotﬁndlhc
visit by the extcasion workers uscful. The same claim was given by the only visited non-
cashcropper. msimplimlhateitherthefammalrudykncwthctechniqmthnhc
enensionwo:kerwaspromoting.oﬂhehnerwasnoteomindngtothefarmm

In addition to on - farm visits, farmers are invited to attend extension services courses.
Only 64% of the cashcroppers had attended such a course. Not a single non-
cashcropper has attended. Amongst those who atended the course, half were heads of
homesteads and a quarter werc females. Given the dominance of males as heads of
hom&cads,andthcdomimnceofwomeninagﬁmhmdaaiviﬁ&gtbescemﬁopﬁnwd
is that more training is presented to houschold members who do relatively less
agricultural work rather than to those who dominate agricultural work. This tends to
confirm the extension szrvice bias against women noted carlier.

Virtually all farmers claimed that advice from government extension workers is not
reccived on time. This corroborates the fact that the majority had not received extension
visits when most nceded ic., during the planting time. Farmers who had not been
contacted by extension workers, and those who normally do not get extension advice
attributed this to several dominant reasons. As can be scen from Table 11, the most
dominant reason across all types of farmers is that the extension workers do not visit
farmers. Indeed 65% of cashcroppers and 68% of non-cashcroppers cite this reason.
Another large proportion of farmers cite a lack of awareness of the availability of
extension services.
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Table 11. Access to Extension Services by Type of Farmer

Particulars Cashcroppers Noa-cash -
No % No o
EXTENSION VISIT %
Yes s 8.1 1 16
No 56 903 62 984
No response 1 16 ) 0
EXTENSION COURSE ATTENDED
Yes 4 64 0 0
No s8 N6 & 100
ONS FOR NOT USING GOVERNMENT EXTENSION
Unaware of its existence 8 129 19 30,
Ext workers never visit- 40 645 43 68;
Ext workers cannot
be contacted 13 210 6
{ 9s
Not necded 3 48 4 63
Poor services 1 16 0 0
ACCESS TO NON GOVERNMENT EXTENSIQN SERVICE
Yes 14 26 9 143
: 4 645 o 78
response 8 129 5 79
N GO ON SO
ADAS 0 0 1
16
Cotona 1 17.2 2 32
Clark cotton 5 81 1 16
SED. 1 1.6 4 64
None ) 04 S5 873

Source: Survey Res:lts

.Apparcn.lly S.wazi farmers still believe in the orthodox approach of providing extension
information, i.ec., farmers wait in their homesteads to be visited individually by extension
workcr.s. A small proportion showed that they had tried to contact the extension worker.
Tln:. failure of extension workers to contact most of the farmers could be attributed to
various reasons, the main ones being a high farmer to extension worker ratio and limited
means of transport available to the extension worker.
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As noted carlier, some farmsrs have access to other extension services. The study shows
that 23% of the cashcroppers and 14% of the non-cashcroppers, over the period
scptember-November, were able to receive extension services from other sources. The
gpost popular source amongst the cashcroppers was the Cotona ginery whilst among the
gon-cashcroppers, it was the Swaziland Farmers Development which runs a number of

iccts in the country. Other sources included the Agricultural Development and
services (ADAS) and Clark Cotton. The interest of Cotona and Clark Cotton is
obvious, limiting access to this source of non-governmental exteasion services to non-

ashcroppers.
Credit

We also found that there is a greater use of and access to credit facilities by
cashcroppers than non-cashcroppers. In the 1989/90 cropping scason, 26% of the
cashcroppers used some credit loans for their agricultural production compared to only
8% non cashcroppers. Amongst the various reasons given for not using credit by non-
casheroppers, lack of security was promincnt. The popular reason among cashcroppers
was that they did not need it.

Duﬁngtheaoppingscasonl990/9l,upto42%of(hcmhaoypetshadalready
obtained loans during the first field visit compared to only 9% of the non- cashcroppers.
Amongtthecashaoppemwbohadnotyetrweivedaedit,somewemiﬁngfathe
processing of their applications.

It is clear that cashcroppers have greater access to credit facilities than non-
cashcroppers. These farmers know the credit sources. For a particular cashcrop, the
buyers often provide financing. In addition, cashcroppers have the required assets to
pledge as security. They can use the cotton as collateral for loans obtained from buyers
whﬂsllhcirhighownershipofankanowsthembencramtoo(hetﬁmndcrs

Household Membership

The characteristics of the head of homestead are summarized in table 12. The majority
of the homesteads are headed by males - 87% and 81% of cashcroppers and non-
cashcroppers respectively. Although there is no major difference, one could note that
19% of non-cashcroppers, compared to about 13% of cashcroppers are headed by

females.
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Table 12. Particulars of head of homes
ead by type of farmser A large fraction of the heads of cashcropping homesteads engage in farming on a full
time basis. Thirty-two percent of cashcroppers, compared to 14% of non-cashcroppers,

PARTICULARS CASH CROPPERS NON-CASH Qm‘ are self-cmployed farmers. The most popular occupation of heads of non-cashcropping
No. —_— pomesteads is unskilled manual, which is associated with their low level of education.
% No. % The average annual income from wage employment is higher for cashcroppers (E6697)

X than non-cashcroppers (ES906). '

Maje .
:‘ 871 51 810 A surprising finding was that the average age of heads of no:}-cashaoppers is lower than
that of cashcroppers. Based on the theory of innovation, we had expected the

125 2
190
casheroppers to be generally younger, thus more receptive to cashcropping strategies.

Average Age s3
sos Thercfore the average age of 53 amongst the cashcroppers’ heads and 51 amongst the
non-cashcroppers’ heads is difficult to explain. However we note that the difference is

EDUCATIONAL LEVE], small,

We found no significant difference in houschold members between casheroppers and

None
18 2
B;sw:f‘“ . 1 1 : 2: 43 non-cashcroppers. Cashcroppers have an average 10.8 members while non-casheroppers
Std.1-S 4 65 17 27_% have 109. However cashcroppers tend to have fewer children under S Jears; 1.7
Form 1.3 z x5 7 11 compared to non-cashcroppers’ 2.2.
Form 4-§ : 48 3 4:3 .
College 1 :': g o ’ Both types of farmers experience migration of labour to urban areas. Up to 60%
Don’t know/no sesponse 1 177 9 . ‘° cashcroppers and 78% non-cashcroppers have at least on: absentee member. The
QOCCUPATION 3 average absentees are 1.2 and 2.0 for casheroppers and non-cashcroppers respectively.
Virtually all cashcroppers’ absentecs are engaged ir, wage cmployment, whilst this is not
Professionat 2 12 the casc for non-cashcroppers. Only 15% of cashcroppers with absentees reported that
Bls "u"“ manual 3 < : 32 they do not reccive remittances from working absentees. The figurc is higher, at 22%,
U |.°°“"“ ' macual 1 16 ° ‘-03 amongst the non-cashcroppers.
6 9.7
Seif-employed farmer . 21 333
Self-employed cther ? 3‘2: 9 143 Cashcroppers have more members of working age and fewer dependents. In addition,
Not empioyed e 129 4 63 their members tend to be more resident with all those absent engaged in wage
Doa’t know/no response 19 06 1; ;;; cmployment and many of them remitting. Such remittances are used on the farm to
‘ help augment agricultural production and ability to acquire food.
Average Annual Income E6 697 5 90 P P 1y to acq
Employment
Source: Susvey Results
Cashcrops create employment directly in the field through forward and backward
link and indirectly, through multiplier cffects of the related income and
table shows ages, Yy p
ary level eduu::;o?,% ;: cashcroppers and 799, of non-cashcroppers have up to employment. In the ficld, cash crops require more labour input per unit of land than
e table also reveals that a higher proportion of :’on_ non-cashcrops. Hired labour input tends to be substantial for cash crops and non-cash

crops.
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i cashcropping, substantial backward li
ural inputs respond to increased demang
through, inter alia, increased labour input*
ﬂcased' lalzour input in the marketing ang

.

are

4
The magnitude of the
industries,
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Women in both categories dominate planting and weeding. The involvement of males
is greater amongst cashcroppers. For instance, males do 40% of the weeding in
cashcropping houscholds compared to 33% among non-cashcroppers. Due partly to the
large cultivated areas and the correspondingly high labour input demand, more family
labour is involved in agricultural production for cashcroppers than non-cashcroppers.

Use of hired labour is not popular on SNL. However, we found that 25% of the
cashcroppers hire some labour compared to 10% of thenon-cashcroppers. Cashcroppers
who employed hired labour had an average of 5 workers per farmer compared to only
2 per non-cashcropper. The main activities undertaken by hired labour are weeding and,
for the cashcroppers, the picking of cotton.

This supports the hypothesis that cashcropping creates more direct cmployment
opportunities which are utilized predominantly by family labour. This reduces rural-
urban-migration. It also creates cmployment opportunities for hired labour.

Table 13. Family Labour Share of Farm Activities by Gender

ACTIVITY CASH CROPPERS NON-CASHCROPPERS

males females males females
LY 33 63 37
48 52 43 57
40 60 3 67

Spraying 3 - -

Source: Survey Results

Backward Linkages

Cashcroppers have relatively better access to extension services and rely heavily on
recommendations for improved purchased agricultural inputs. The results of the survey
reveal that cashcroppers spend relatively more money on inputs than non cashcroppers.
Preliminary analysis indicate that whilst cashcroppers spend an average E53 on seeds,
non-cashcroppers spend an average E33, Cashcroppers spend an average E76 and E112
on fertilizer and pesticides respectively compared to E46 and E0.71 by non cash
croppers. Casual examination of the data shows that, even in similar crops, cashcroppers
tend to use more fertilizer and pesticides than non-cashcroppers.
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for agricultural input industries. Ty
H ts
use many are produced T:sve: Livestock and Implemen
industrics® is not fully realized locguy Using some wealth proxies, we found that cashcroppers are generally better off than
son-cashcroppers. Livestock and implement ownership and boldings are summarized
in table 14. Up to 68% of cashcroppers hold cattle compared to 57% of non-
ashcroppers. In terms of ownership, the situation remains the same with 74% of

use in the marketing and distributiog

Virtually all cashcroppers sejy some cr iti

ops. In addition to th oth
crops they produce. Their sales volume is larger than t‘:lat Zmsz;xg
With the exception of goat ownership, cashcroppers dominate in terms of livestock
ownership, holding and numbers.

The table shows that, in terms of implement ownership, cashcroppers are better off than
non-cash croppers. Even though ownership of tractors is generally low across the board,
cashcroppers’ ownership is marginally better. More than 8% of cashcroppers own
tractors compared to less than 2% among non-cash croppers. Up to 80% of those
cashcroppers who own tractors also have tractor ploughs and tractor planters whilst 40%
and 60% also have tractor cultivators and tractor carts.

Other indicators show that car ownership is also higher amongst cashcroppers. More
than half of cash croppers own Pickup trucks compared to less than 10% of non-cash
Such direct and indirect contribut; . croppers. Ox pulled implement ownership distribution alsc ~*ows pers being

ribution to cmp!oyment leads to increased incomes for better — c.g, 63% and 41% ownership of oxploughs by mhaop?;l;a;% non-cash

locals and associated im :
. proved standar living . 3
Proxies to compare relative wealthin ds of For purposes of this Paper, we used croppers respectively.

7
The difference between holding and owning of livestock arises from the system of lending and
. borrowing livestock among SNL howseholds.
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Table i
14. Livestock and Implement Owmership by Type of Farmer

PARTICULA
T RS CASHCROPPERS

NON-CASHCROFPERS

CATILE HELD b
Sucking calves
Weani 6 (41)
Yening calves 7 30)
oung adult cattle 44 677)
645 (10
o .7)
Bulls b 54-6)
Holdi 1.7)
CATTLEOWNED 67.7 (256)
W "8 . 613 (38)
caning calves 452 (30)
Young adult cattle 419 (7.0)
Oxen 61 (104)
Bulls ﬁ: ?-7)
Total owne: 4 (19)
GOATS > cattle U2 (23)
Goa!
Shee: 500 (168)
2 32 (129)

GOATS o

Goats

Sheep 33 532 (169)
OTHER LIVESTOCK 8 03

Pigs

Chicken
IMPLEMENT

Treactors

Tractor planter

Tractor cultivator

Tractor cart

Pickup track

Knapsacks

Water pumps

Ox planter

Ox plough

Ox cultivator

Ox wagon

Ox cart

Sprayers

Harrows

Wheel barrow

o AZLEYNK Luverys

ol

129 (21)
95 (20.0)

8
-

81 (1)
65 (D
65 (1)
32
48(13)
129 (1.1)
508 (1.2)
1.6 (1.0)
242(11)
629 (1.1)
387 (1)
16 (1)
48(11)
113 (1)
258 (1.3)
702)

omquuggu_k’mu“‘“h
&Q\QM-"' -
Ngn—OQQN.‘___

o~ o

% average
N =63

508 (31)
413 (29)
44 (49
556 (54)
387 (4.0
190 (1.9)
571 (17.1)

508 (23)
429 (23)
29 @7
603 (4.7)
B1 (35
175 (19)
667 (123)

17.0)
0
(14.9)
0o o

33
199)

o
m
m
o
m
e))

Source: Survey Results
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mltation
different farmers is summarized in Table 15. The

sanitation facilities by the
om dams, ponds, rivers or springs.

gajority of the farmers get their drinking water fr
collectively account for 74% and 70% of castcroppers and non-

W sources .
ashcroppers source of water. Eleven percent of cashcroppers compared to only 9% of
qon-cashcroppers obtain their water from piped or public taps. This indicates that the

qaral water department under the Ministry of Natura! Resources has reached only a few
tion of the farmers and the fact that cashcroppers are not

gmers. Given the distribu
ted from non-cashcroppers by location, the better usage of piped water likely

reflects individual household efforts.

farmers reported that the quality
of casheroppers and 19% of non-cashcroppers felt the quality of the
good. With the quality judgement left to the respondent, it may re!
and educational level of the respondent. A cashcroppe

of poor quality whilst a non-cashcropper, using the same source,

as being good quality. Such subjective statistics must be treated with caution.

PDespite the strongly held view that the water quality is poor, only 16% of cashcroppers
and 11% of non-cashcroppers treat water before use. Attempts to get the treatment
methods revealed that some boil, use jik, and some use a sicve (presumably to remove
particles such as sand and twigs). The majority do not treat their water at all.

The data also reveals a marginally better awarencss of hygiene by cashcroppers. Forty
two percent of them, compared to 32% of non-cashcroppers usc a pit for refuse disposal.

However the most popular refuse disposal method for all typcs of farmers, is throwing
refuse in the open.

ACCESS to

of the water is poor. Only 16%

A large share of the
water consumed was
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Table 15. Sanitation Facilities Availability by Type of Farmer

PARTICULAR

CASHCROPPERS NON-CASHCROPPERS TOTAL

WATER SOURCE

Piped or public tap
dam or pond
protected spring
river or spring
borehole or well
unprotected spring
00 response

WATER QUALT Y

No %

No

woaduin

The Effect of Cashcropping on Food Security

Latrine facilities are not available to most farmers. About 57% of cashcroppers and
63% of non-cashcroppers have no latrines. Indeed most of those homesteads with
children have the latter using the open or bush.

CONCLUSION

The preliminary nature of the findings prevents us from drawing firm conclusions on the
effect of cashcropping on food security, cmployment and income. However the general
picture from the initial analysis confirms the hypothesis that cashcroppers tend to be
relatively more food secure in terms of combined own production and ability to
purchase. Cashcropping contributes positively to increased employment opportunities
and income.

Besides producing the cashcrop, land set aside for maize production and other food
crops is more or less similar, in size terms, with that of non-cashcroppers. The use of

The high demand for labour input in cashcropping houscholds contributes to direct
employmert opportunitics on the farm. Related to this are the realized backward

linkages. Cashcroppers, on average, spend more money on agricultural inputs. It is
argued that agricultural input industrics thus are able to increase their output through
increased employment of labour. The relatively high commercialization of cashcroppers
also results in forward linkages realized though increased employment in the marketing
and distribution sectors.

Finally the data indicates that cashcroppers are relatively wealthy compared to non-
cashcroppers. They own more livestock and implements and also have better access to

improved sanitation facilities.
References
De Victter. F. 1983. Rural Homestead Survey. SSRU. Kwaluseni.

Dilon. J.L. 1984. Technology versus Hunger: Problems and Prospects. A paper presented
at The National H. Grace Lectureship in Agriculture, 75th Anniversary lectureships.
University of Alberta.

FAO. 1984. Maize Commodity Policy Study - Swaziland. Rome.




292 V.M. Sithole

FAO. 1981. Cotton Development in Swaziland. Rome,

Huss-Ashmore. 1986, Report of the Food Consumpy; : 7 i
Group Use, and Food Consumpion by Weight Mupeors> """ AMHropometics, Fog :  INCOME VERSUS INSURANCE: PRELIMINARY
FINDINGS ON THE
CONTRIBUTION OF LIVESTOCK TO COMMUNAL AREA
FARM
HOUSEHOLD FOOD SECURTTY

Cbristopher Zindi and Jayne Stack!

INTRODUCTION

Livestock form an important component of houschoid food security in the communal
areas, contributing to both houschold food availability through production and household

Swa . .
waziland Government, nd. Third Nationat Developmeny Flan, 1978/79~I982/&1 . d f fi
mcome and as a form of insurance.

Communal farm housebolds derive income from many sources including crop and
livestock sales, wages, remittances and small enterprises. The contribution of each source
to total income, and its reliability, varies greatly between houscholds. Factors
contributing to this variation include agro-ccological conditions, wealth and income
Testerink, J. 1984 scultural o : lcvcls. Thm'lzum of thm t;actors’ !'nﬂl;::dcc on llv?‘t:ck incomef and the cxtel;st

- . Agricu Commercial~ation ; weziland: to which income is 0 acquire versus other o nditure
SSRU Resecarch Paper No. 11. University of sm 3 % Farmers Compared important, . ypes of expe

Von Braun, J,, Kennedy, E. and Bouis, H. 1988, Comparative Analyses of the Effects of Livestock also function as a store of wealth, thus serve as an insurance mechanism in

Increased Commercialization i i
. f Consu pooryears.Whenfoodstocksrunout,mdroughtyearsornormalseasons,hvxtockm
Nutrition, International Food Policy Research Institute, Washington. be liquidated and the resultant income used to purchasc food. They can also be
exchanged for grains during food shortages. The importance of this contribution
depends on agro-ccological conditions, wealth and income levels.

H&Aﬂh:mhud“ﬂ&lhlmwnﬂudw
Mﬂh&qlﬁmﬂyd“ﬁmimd&”mm
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Livestock owrership groups

Houscholds were divided into four groups based on the ownership or non-ownership of
cattle, goats and sheep Table 2. Thirteen Percent of the households in the sample were
non-livestock owners. These are Likely to be the poorer houscholds who are not able to
invest in any of these key livestock types. On the other hand, 51.8% of the households

holdings (7.5) than houscholds
owning cattle only (6.0}. Although 955% of the houscholds own some poultry,
houscholds with no cattle or small stock have the smallest number of birds (6.1)
compared to houscholds owning both cattle and small stock (11.4), Table 2.

Table 1. Distribution of sampic by communal area and natural region, Zimbzbwe, 1991

Communal Arca Natural Region' — No. of Villages  No. of Househoids?
Holdenby 1 4 50
Chiduku n

Buhera North m

Marange v

Buhera South v

- Source: UZ/OU Projec: Survey, 1991 i
Notes: 1 mmkdww:ormwmm»mmmlmnuhe
hiplestninmlmdmtunllegion‘lhvinglhelomt
2. This preliminary analysis looks st 247 households




296 C Zindi & J. Stack

Table 2, Distribution of Sample by Livestock Group and Average Livestock

Holding!

No aattle or
smallstock?

Cattle +
Smal|
stock

% Housekolds 130
Cattle (mean no.) 0
Goats (mean no.) 0
Sheep (mean no.) 0
Poultry (mean no.)

518
75
6.1

Source:

_'l‘uble 3 Pen:enng distribution of households in each livestock Qwnership group by natural region
Livestock Ownership Group

Natural Region

n

m

No Cattle or Smallstock

6.0

Smalistock only

Cattie only

280

Cattl e plus Smalistock

54.0

Total

100

rogect Survey, 1991

l No cattle or smalistock
Smalistock only

Cattic only
Cattic plus smalistock 32
Total 100

Source:
Notes: 1.

2nd quartite (600-1874), 3rd quartile (1875-
3433) and highest 25% (3434-34883. In future analysis, the wealth indicators will be
improved by including data on incomes, etc.

livestock owner households

tage of households owning

€ percentage of houscholds

- For example, only 9.7% of

pared t0 95.1% and 96.8% of
ly

two lower wealth quartiles whereas higher
ds in natural regions I11 and V are in the two higher wealth

RESULTS AND DISCUSSIONS
The preliminary analysis reported in this paper exanined:

1) Farmer perceptions of the role of livestock in contributing income and as an
insurance mechanism in POOr years - this analysis covers all households whether or not
they currently own livestock and 2) looks at the actual contribution of livestock to
household food access during the 1990/91 agricultural season -- this part of the analysis
is restricted to livestock owning households only.
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Table 5. Distribution of households in cach wealth quartile by natural region

Natural Region

Wealth Quartile
)i}

Lowest 25%
2nd Quartile
3rd Quartile
Highest 25%
Totat
Source: UZ/0OU Project Survey, 1991
Farmer perceptions of the role of livestock

Farmer perception of the importance of livestock may differ from the actual contribution
observed, particularly where the level of livestock ownership is fess than that considered
opﬁ?:d.Aaualmntﬁbuﬁonscanalsobemislcadingifcvemsinagivcnyearm
atypical. Farmer perceptions of livestock’s contribution to the following aspects of
household food security were recorded:

a) Livestock contribution to cash income,

b) Reliability of livestock as a source of cash income, and

) Relative importance of livestock sales versus other income sources used to
purchase grains/mealie-nical when households are faced with food shortages.

Coutribution of livestock to housebold cash income

Communal area farm houscholds derive cash income from the following key sources:
crop sales, wages, remittances, small enterprises (c.g. beer brewing), livestock sales and
the sale of garden produce. Forty-four point nine percent of the households indicated
that crop sales contributed the largest amount to total household cash income. The
percentage of houscholds ranking other income sources as most important was as
fo“ows.: wages (15.4), remittances (109), small enterprises (10.1), livestock (9.7) and
gardening (89). Thus, overall livestock was ranked fifth, Although only 9.7% of the
households idextified livestock as their most important source of cash income, 24.3% of
the houscholds ranked livestock as the second most important income source and 16.6%
ranked livestock as the third most important cash income source, Table 6. Thus, 50.6%

of the households ranked fivestock as one of the top three sources contributing to
household cash income.

Income Versus Insurance

Table 6. Contribution of liwcstock to household cash income by natural region

Natural Region

m v
120 213
260 128

4.0 234

K X} 20

400 320
Total 100 100

Source: UZ/OU Project Survey, 1991
vivestock was not perceived as being the most important source of cash income in any
natural region. The percentage of houscholds ranking livestock as the first or second
most important cash income source increased from high rainfall to low rainfall areas,

Table 6. For example, only 12-16% of households in natural regions I and IT ranked
livestock as the first or sccond most important source of cash income compared to 70%

| of the houscholds in natural region V.

The highest percentage of houscholds ranking livestock as the most important cash
income source was in natural region IV, Table 6, whereas the highest percentage of
houscholds ranking livestock as a secondary income source was in natural region V. This
is consistent with agro-ecological factors and livestock ownership patterns since natural
regions I'V and V arc unfavourable for crop production and have the highest percentages
of houscholds owning both cattle and small stock. The results suggest that the
contribution of livestock to income increases as agro-ecological conditions become less
favourable.

The percentage of houscholds ranking livestock as the first or second most important
cash income source increases across wealth quartiles from the poorest to the wealthiest
houscholds, Table 7. In the top wealth quartile, 48% of the houscholds ranked livestock
as being cither the most important or the second most important cash income source

| compared to only 21% of the houscholds in the lowest wealth quartile. This is expected

since livestock are a household’s main store of wealth.
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Among the livestock owning groups, only 9.1-11.7% of the households ranked livestock
as the most important income source, Table 8. The percentage of households rank;
hvcs.tock as the second most important income source was highest among the houscho.l:gs
owning both wttl-e and small stock. Of the houscholds owning oaly cattle or small stock,
21-30% ranked livestock among the top two most important sources of cash incom
This compares to 44% of the houscholds owning both cattle and small stock. In the no: .
livestock owning group, 19% of the houscholds ranked livestock as the second m .
important source of cash income indicating that poultry sales are an important c:si
mcome source.

Table 7. Contribution of livestock to houschold cash income by wealth quartiles

v .

D

or n wpa—
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' Reliability of livestock as a source of cash income

In terms of reliability, 25.7% of the houscholds ranked crop income as the most reliable.

" The percentage of houscholds ranking other income sources as being the most reliable
* were as follows; livestock (22.9), small enterprises (22.2), wages (16.7), remittances (12.2)

and gardening (10.2). The fact that 22.9% of the bouscholds ranked livestock as the most
reliable source of income, compared to 9.7% of the houscholds who ranked livestock as
the most important source of income, suggests that the rcliability of incomec from
livestock is perceived to be more important than its actual contribution to household

cash income.

i The percentage of farmers rankmg Livestock as the most reliable source of income rises

m livestock | % households | Lowest 25% | 20d Quanile | 3rd Quantile Highest across natural regions with 31.9% of the farmers in natural region IV and 50% in
25% natural region V identifying livestock as the most reliable income source, Table 9. The
1st 9.7 32 13 13 1. results suggest that livestock are important as a form of insurance for houscholds in the
! less favourable agro-ccological zones.
2nd 43 177 26 26 244
3nd 166 15 13 - 20 Table 9. Reliability of livestock as a source of cash income by natural region
= s 124 zZs 18 65 Rank of Livestock | % Natural Region
Sth and bejow us 452 1322 468 29 income houschol.s . - - v v
Total 100 100 100
Source: UZJOU Frojecs Survey, 191 > 10 1st 29 60 120 140 319 500
Table 8. Contribution of ivestock o household cash income by livestock groups 20d 163 40 80 300 277 120
g 3rd 127 180 100 20 21 100
l Rank of livestock % Nocatticor | Smallstock | Catticonly |  Cattle plus 4th 122 280 60 100 - 160
; bouscholds smalistock on small-st
|- - y ock Sthandbelow | 359 mo| eso] 0] m3 120
. - 9.1
[ s s n7 | Total 100 100 100 100 100 100
3 188 114 186 noJ
3rd 166 94 159 s ot I Source: UZ/OU Project Survey, 1991
4th 146 156 2713 116 109 The reliability of livestock as an income source increased across wealth quartiles for
lsm and below U8 62 houscholds ranking livestock as being ecither the most reliable or the second most
363 A9 290 reliable source of income, Table 10. For example, 24.6-37.7% of the housecholds in the
! Total 100 100 100 100 100 I two lower wealth quartiles ranked livestock among the two most reliable compared to
ree: Sarvey, 191 3 46.8-47.5% of houscholds in the two highest wealth quartiles. The results suggest that

Notes: 1. Households can also derive income from the sale of poultry

livestock are more important as a form of insurance for households in the two top
wealth groups.
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Relative importance of livestock sales versus other income sources used to purchase
grains by households facing food shortages

Rank of livestock | % house I )
income o 25% i ?,':.’.,ﬁ,e Farmers were asked whether they had experienced any food shortages in the last five
229 . scasons. If so, the income sources’ they used to purchasc grains in the years of food
194 | i shortages were identified. No food shortages had been experienced in the last five
163 274 . seasons by 15.4% of the houscholds. Of the 84.6% of the houscholds who experienced
27 food shortages, 53.4% indicated they had used income from the sale of garden
65 : . vegetables for grain purchases, Table 12. Forty point one percent indicated they had used
122 131 * fivestock income to purchase grain. Houscholds deriving income for grain purchase
159 : . from the other income sources used: local labour sales (37.7), beer sales (36.4), fuel

- 08 : 26 : | wood sales (259), craft sales (21.9) and off-farm work (8.9).

Table 10. Reliability of livestock as a source of cash income by wealth groups

100 100 100 :

Sunvey, iﬁ. R ; Table 12. Frequency distribution of major income SOUTE=> :“”dm‘:’f
Fifty percent (50%) of houscholds owning both cattle and small stock ranked livestock e - )
;l:ong the two most reliable sources of income, Table 11. Forty percent of the ouseholde’
; u.f.f:holdsc owning cattle ranked them among the two most reliable sources of cash ==
income compared to 163% of the houscholds owning only small stock. Twenty-five
precent of the :on-h\mtock owning houscholds ranked livestock among the top two most ing li
reliable hmcomvc mhhmcr am:uggwmg that poultry enterprises are important for households —
which tle nor small stock. The results indicate that livestock are ranked L
highly as a form of insurance by houscholds owning both cattlc and small stock
compared to houscholds owning cither cattle or goats only. =

534

259

Table 11. Reliability of livestock as a source of income by livestock groups
219

Cattle plus Seck off-farm work 89

small-stock ree: rogect Survey,

l Notes:1. Includes the purchasing of mealic-meal.

33 2 A better indicator of the relative importance of the differcat &
would have been obtained from ihe actual amounts derived.

s |
133

A large percentage of the houscholds in cach natural region used income from the sale
of garden produce to purchase grains. The highest percentage of houscholds using

s3 livestock income for grain purchascs was found in natural region V - whilst the lowest
303 in natural region II, Table 13. Seventy ttwo perccent of the houscholds in natural region

in the last five seasons,

V had used income from livestock sales to acquire grain

" |

2 mwbwbdﬁnhum“hmﬂ
W&enkd’tﬂu, atially impevtant &
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compared to 14% in natural region II Thirty six to fo
¢ R rty percent of th :
natural regions I, HI and IV used livestock income to ptfuy grain inc ::ourseholds -

Livestock appear to be an important form of insurance for households in the driest agrq,. |
o ;

Selling garden

vegetables
Selling fivestock
Seclling labour

locatly

Brewing beer

for sale
Selling fuelwood/

tlu}chiug grass
Selling crafts
Seek off-farm work

280

20
180

Source:  UZ/OU Project Survey, 1991

Livestock incomewasusedtopurcbascgrainprimarﬂybyho i
. uscholds in the
. Over 50% of the households in the upper wcahht?ua;uxem?e

used livestock incom in i
¢ to buy grain in poor seasons. F. fe
households in the second and third wealth quartiles :srg!tm;x ‘;:)n;c(:u:::

grains compared t0 22.6% of houscholds in the lowest wealth quartile. Livest
important form of insurance for households in the top three tew:althe(.]uartik:s.mk srean

form of insurance for houscholds i
f owning both
.t six pereent of the houscholds owning both cattle
come when faced with food shortages, Table 15,
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" fable 14. Relative importance of tistock sales s a source of income 10 purchase grain by wealth quartiles
i in the last five seasons.

-~

3rd quartile

o 2nd quartile

Highest
25%
623

508

516
403

355
kA

548
468

Sclling garden vegetables
Selling tivestock

452
1139

Sefling labour locally

Brewing becer for sale

306
274

Selling fuelwood/ thatching grass
Selling crafts

. ] Secking off-farm work
t Source: foject Survey,

! Table 15. Relative importance of livestock sales as a source of income to purchase grain by livestock
ownership groups in the last five seasons

Selling garden vegetables
Selling livestock
Selling labour locally
{ Brewing beer for sale
Selling fuclwood/ thatching grass

Selling crafts
Seeking off-farm work
ree: roject

tvey,
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ACTUAL CONTRIBUTION OF LIVESTOCK

The incidence of livestock income among sample houscholds during the 1990/9 season
indicates the contribution of livestock to houschold food a unng Flfty-om{. ;oint i
percent of the sample households actually generated income from the sale of lm:smsc:
1‘1; the 1990/91 agricultural season. Over 50% of these households in natural regions .
: derived some lwestock income compared to 26% and 42% of farmers in the more
avourable .natura! regions II and I respectively. Eight percent of the households in
natura! region V, indicated that they had received some livestock income.

The percentage of households generating livestock income increases fro i

c 30.6
lowest wealth qual:ulc.to 672% in the highest wealth quartile. ereotae
households generating livestock income increased across fivestock ownership groups from

28.1% in the non-cattle or small stock owning households to 62.5% in the category of '

houscholds owning both cattle and small stock.
Uses of livestock income

Livestock owning bouseholds used their livestock income to purchase grains or mealic |

i::e.al (.40.8:2)‘. t’lll‘:yblc us:: School fees rank second with 32.5% of the households
I dicating livestock income for this purpose.
livestock income for the payment of lobola. * ? A few Bouscholds used

Table 16. Main uses of livestock income in the 1990/91 season

—
Main Uses % of Houscholds
Buying grains/mealic meal 408
School fees psyment 325
Buying ciothes
Buying farm inputs
Payment of medical expenses
Payment of lobola

Total

Source: UZ/OU Project Survey, 1991

’s-mhumm--pquumamnwm

The percentage of

@
=
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Livestock income is an important insurance mechanism against food shortages for
households in natural region IV and V. Ia natural region III, and to a lesser extent
riatural region I, it is more important as an income source, Table 17. For example in
natural region IV and V, 40.6 to 61.6% of the houscholds indicated that they used
livestock income for the purchase of grain. In natural regions II, livestock income was
mainly used for buying clothing (30.7%) whilst in natural region III, it was used for
school fees (61.5%). In natural region I, where the level of livestock ownership is

' relatively low, livestock income was used for the purchase of grain by 66.7% of the
" households.

Table 17. Livestock income use by natural region 1990/91 season

=

w8 “06
ns 38

162
27

Main Use % Natural Region
Houscholds
m

Farm inputs 92
Medical expenses 42
Lobola psyments 25
Total 100

Source: UZ/OU Project Survey, 1991

-

27

=]

Livestock income appears to be an important income source to purchase food by poor

houscholds with over S4% of the houscholds in the two lower income quartiles
purchasing grains or mealic-meal. Only 28-35% of the houscholds in the two upper
income quartiles bought food, Table 18. Houscholds in the lower wealth quartiles did
pot rank livestock high in terms of cash income reliability. However these houscholds
sold to gencrate income to purchase food.
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Table 18. Livestock income use by wealth quartiles, 19%6/91 scason

§

Income Versus Insurance

* able 19. Source of livestock income by natural region 1990/91 season

% Household

Lowest 25%

28d Quartile

‘ Source of

4.8

545

Highest 205, §i § income

%

Natural Region

218

imt-u«
q'_'ﬂ-smi-

School fees

325

213

267

Goats

7.7

45

Buying clothes

108

2.1

D Oxen

75

Farm inputs

2.2

3

o Poultry

46.7

182

Medical expenses

42

9.1

Cows

Lobola payments

25

Bulls

82

Total

joct survey,
Sources of livestock income

Goats are an important source of livestock income for farmers in natural region Il and

to a lesser extent in

Steers

12

9.1

Table 19, chemy.

three precent of the

Total

100

100

100

sourcer UZJOU Frojert Survey, 1991

! The relative importance of goats as an important source of livestock income decreases
} across wealth quartiles, Table 20. Farmers in the lowest wealth quartile, where 66.7%
of the houscholds indicated that they derived livestock income mainly from goat sales,
compared to only 28% of the houscholds in the top wealth quartile. The relative
importance of cattle as an income source increases across wealth quartiles with the

highest percentage of houscholds deriving income from livestock in the top wealth
quartile, Table 20. Poultry are not an important income source for houscholds in the
middle wealth quartiles. Goats are an important form of insurance for households in the

lower wealth quartiles.
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Table 20. Sousce of livestock income by wealth quartiles, 1990/91 season

C. Zindi & J. Stack

Source of income

% houscholds

Lowest 25%

Income Versus Insurancs

Table 21. Types of livestock mainly slaughtered during food shortages, 1990/91 season

2nd Quanil:.l- 3rd Quartile | Highest 259,

Goats

365

66.7

400

323

20

212

150

16.1

—

36.0

188

30.0

258

40

10.0

16.0

82

50

9.7

120

Oxen
Poultry
Cows
Bulls
Steers

12

40

Total
roe;

100

100

100

7 1991

100

Type of
fivestock

% Houscholds l
|

Natural Region

v

v

Cows

316 -

200

273

Oxen

316 -

273

Goats

289 -

363

53

9.1

Steers

26

Total

;Soume:

rogect

100

100

vey,

FREQUENCY OF LIVESTOCK SLAUGHTER DURING FOOD SHORTAGES
Of the 173% of the houscholds who slaughtered livestock duri ortages,
’ { uring food sh 63
s]a\lgbteredoxenorwwswhlstgoatswereslaughteredbym.%. Poultryandstecﬁ
2.6% of the houscholds i

steers when faced with a food shortage.

i The relative importance of goats as a slaughter animal during food shortages decreases
. across wealth quartiles. One hundred percent of the houscholds in the lowest wealth
' quartile slaughtered goats compared to 16.6% of the houscholds in the top wealth
: quartile, Cows and oxen are mainly slaughtered by houscholds in the two top wealth
| quartiles, 27.3-45.4% respectively, Table 22.

' Table 22. Types of fivestock mainly slaughtered during food shortages by wealth quartiles, 1990/91 season

Only poultry was slaughtered in natural region I, when houscholds were faced with a

food crisis, Table
xea and cows. Goats
ut least 30% of the h

21. In natural regions I-1V, 20-30% of the ho
arc an important secondary animal in nat
ouscholds indicated that they slaughtered

uscholds slaughtered
ural regions ITI-V where
goats, Table 21.

—

Type of
fivestock

%
houscholds

Lowest 25%

2nd Quartile

3rd Quartile

Highest 25%

Cows

454

389

leen

213

333

| Gous

182

16.6

9.1

56

I Poultry

Steers

56

Totat
fee:

100

100
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Table 23. Livestock marketing constraints in the communal arcas of Zimbabwe 1990/91 season -
% households

Marketing Constraint

Low prices offered
Difficulty in finding & buyer
Sale peas/market 100 far
Lack of transport

Total

irty pereent of the houscholds who sold cattle did not expericnce any markeg; : Source: ‘OU Project Survey, 1991
straints, Forty-two percent and 16.7% of goat and sheep sellers indicated that u:g : VO Frofct Suey
1 not experienced marketing problems.

{ The main constraint expericnced by households marketing small stock was identifying
ibuycrs,Tableﬁ.Over?Z%ofsmallstockowncrsidcntiﬁcdthisasamajotproblem.
:ThisptobkmOOuldbesohedbypﬁvaebuyersgoingmuintothecommmdueasand
1 . . o . I 1 3d int -

(CSC) goat marketing facilities. Lack of suitable transport
been singled out as affecting the viability of the CSC small stock
Stock buying scheme does not appear
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to have had a major impact in small stock buying in the communal areas, In 1988 the
CSC only managed to purchase 46% of the target small stock figure (CSC, 1988). The
failure to attain the target was attributed partly to communal farmers anticipating a price
increase. In a bid to improve the CSC’s off-take of goats and sheep, producer prices for
small stock were raised. In 1989 the CSC bought 66 176 small stock from the commupna]
areas which represented a 40.7% increase the 1988 figure (CSC, 1989). Studies carrieq
out in Zimbabwe have noted a Positive supply response to an increase in goat prices in
some communal areas (GFA, 1987). Price incentives are likely

disposing of their small stock with th

development of any marketing syste

road infrastructure to ensure casy a

Credit policy

Farxrlcrs who purchased livestock used income sources other than formal loans, This
may imply that little attention has been focused on the provision of livestock credit to
the communal farmers. The Cattle Finance Scheme (CFS), managed by Cold Storage

Commission (CSC), is a credit facility for fivestock development which has mainly '

benefited la.rge scale commercial farmers. Only recently have lending conditions been
relax-d to give communal farmers the opportunity to utilise this fund

Communal ownership of land

If the condition of the veld im
likely that Ij

_,j/

P

~
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CONCLUSIONS AND ISSUES FOR FURTHER RESEARCH

Some of the characteristics identified in the survey areas that may be of interest 1o policy
makers concerned with the contribution of livestock to household food security are

summarized below:

o Although non-livestock owners were present in all natural regions, the
percentage was highest in natural region I which also has the highest percentage
of non-cattle owning houscholds.

Although few houscholds identified livestock as their most important income
source, 50.6% of the households ranked it among their top three.

The contribution of livestock to household income increases as agro-ecological
conditions become less favourable for cropping -- it also increases across wealth
quartiles.

The percentage of houscholds ranking livestock income as the most reliable
income source was greater than the percentage of households identifying it as
the most important income source. This highlights the role of livestock as a
form of insurance.

The importance of livestock as a form of insurance increased from high rainfall
to low rainfall areas. The role of livestock as a form of insurance was
appreciated across all wealth quartiles,

In natural regions I, IV and V, income derived from livestock sales was
predominantly used to purchase grain or mealie-meal whereas in natural regions
IT and 111, livestock income was more commonly used for other purposes such
as buying clothing and payment of school fees.

The main marketing constraint identified by cattle sellers was that of low prices.
Small stock sellers identified difficulties in identifying buyers as the main
marketing constraint.

FUTURE RESEARCH

This preliminary analysis has used cross tabulations to examine the data set 10 see if
there is evidence to support the stated hypotheses. It is anticipatcd that the survey data
set for 1991/92, currently being collected will facilitate testing the hypotheses and extend
the depth and breath of the analysis. For example, income data will quantify the actual
contribution of livestock to houschold income and the contribution of livestock to food
availability. Since communal farmers are not a homogeneous group, future anaiysis will
examine variations within the livestock holding groups which arise due to differences in
the number of livestock owned.
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CROP MIX, TECHNOLOGY TRANSFER, AND RELATED
POLICIES AS THEY AFFECT HOUSEHOLD FOOD
SECURITY
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INTRODUCTION

to diversify into oilseed
d from maize production
stress and drought tolcrant crops (small grains) in the low rainfall areas
(Natural Region IV and V) as a possible means to improve in
food security, Farmers, i

technology influences farmers’ decisions on which crops to grow and the third highlights
some of the requirements for improving household food security through changing crop
mix and improving technology transfer.

dings of the research undertaken in three

in Natural Region (NR) IV and Buhera in NR v,

escarch Project, 1987-89. The sites in NR IV had

predominantly maize producing farmers with millets and oilseeds as minor crops, while
in Buhera, the sites were dominated by production of millets and groundnuts.

lbett-m and Semior Lecturer, respectively, Department of Agricuitural Ecomomics and Extension,
University of Zimbabwe
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FACTORS DETERMINING CROP PRODUCTION AND ENTERPRISE MIX
Food Sclf Sufficiency and Food Markets

Grain crops, particularly maize, dominate farming systems in low and high potential
areas in terms of are a planted and output per capita. More than two thirds of the
cropped arca in Mutoko/Mudzi and Buhera was planted to grain crops, Table 2.1.
Oilseeds are minor crops in terms of land allocation. The importance attached o
different crops was also indicated by the location of the crops with respect to soil
fertility. Maize and bulrush millet (mhunga) were planted on the best soils in
Mutoko/Mudzi and Buhera, respcctively.

Table 2.1 Distribution of Crop Production, Mutoko/Mudzi and Buhera Districts, Zimbabwe, 88-89

Crop Mutoko/Mudzi (N=163) Buhera (N = 134)

% grow % area Arca % grow % Area

(ha) arca (ha)

Peart Millet 83 3 90 92 49 236
Maize 97 32 28 85 19 91
Finger Millet 1B 1 04 2 3 17
Sorghum U 3 08 40 9
Sunflower 45 12 32 13 3
Groundauts 39 4 .10 S0 7
Roundnuts 13 >1 02 2 5
Other crops 14 38 5

Source: Food Security Surveys, 1987 - 89.

Food markets in marginal arcas are very uncertain. Local food is expensive because of
high marketing costs. Farmers find the option of producing cash crops to buy back grain
or mealic-meal unattractive because food prices are relatively high compared to producer
prices for cash crops. A study by Jayne (1991) shows that such an option is highly
unlikely when mealic-meal and maize purchase prices are high. Farmers attach high
opportunity costs to the production of food crops as a strategy that ensures them some
level of food security at least cost.

Asked to rank the relative importance of different crops, farmers in Mutoko/Mudzi
ranked maize number one followed by pearl millet, Table 22. In third and fourth
positions were sunflower and groundnuts, respectively. Food crops were more important
than crops grown solely for cash. Farmers in Buhera ranked pearl millet number one,
Table 23. Maize was second followed by roundnuts, then groundnuts, finger millet,
sunflower and sorghum. Sunflower was less important in Buhera, compared to
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Mutoko,Mudz, because of the lack of markets and sced.
Table 22 Ranking Order of Importance Among Crops in Mutoko/Mudzi, Zimbabwe,

Rask Crops
Maize P Millet F Millet R w Rice Groeadawt Suaflower
Sorghum Sorghum

- 3 [} [} [ 3 1 ]
; 15 1 6 0 5 1s 12 9
> s 20 2 3 33 an k4 »
4 1 -1 ki 13 3 » 3 a
s 1 1 2 % 3 17 18 a
6 0 ° by » 12 3 9 14
7 [} [ k-4 3 13 1] Q s
3 [} [} 2 16 3 3
9 [} Q [} 3 - ]
TOTAL 100 100 100 100 10 100 100 100

Source: Food Security Surveys, 1987 - 89
Tabie 2.3 Ranking Order of Importance Among Crops in Buhera, Zimbabwe, 1969.

Reak Crops
Maize P Miliet | FMillet R w Ground | Suafiower | Rousdawts
Sorghum [ Sorghem oty

-« 6 15 » 2 s 1
; : 2 [ 15 14 10 [ 6
3 1 ® 7 17 13 X 10 »
4 s 7 10 28 L qa B n
s 2 3 » L] 14 14 3 13
6 1 1 17 12 13 2 2 3
7 Q Q 10 3 2] ] 1 3
[ [ ° 4 [} :
t 4 ] [} [ 0
TOTAL 100 100 100 100 100 100 100 100

Source: Food Security Surveys, 1987 - 89

i important crop in Mutoko/Mudzi, because while it was grown
;dﬁax;fﬂv;a:o:h f;(:;,oftt waspoalso impoftant in eami{n;‘houschold cash, Table 24. Millet
was important for the same reasons but in addition was also good for beer. Grotfndnuts
were primarily grown for food with surpluses sold. Sunflower was a cash crop with very
little on-farm use.
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Tabi, i i
able 2.4 Reasons for Growing Crops in Mutoko/Mudzi, Zimbabwe, 1989

REASONS
CROPS
MAIZE P MILLET F MILLET R w
- SORGHUM SORGHUM
moH ‘zl I’: ; & 18 12 | 99 2 31 s o o ”
#OO0D AND CASH a3 3 . 7 : v P : :
s TOSOHL 2 18 1 [ 7 0 o [ ] 2 3 o
sun'a)' TED 0 o 1 18 16 6 2 ¢ 2 6 o 6 7 o : : .
el ‘l’ 2 2 3 16 12 [} 3 o o 1S ; ° . a
:m R ANT : : 2 1 1 n 0 3 8 [ ] 0 ° . %
mmnmnc;'m s s 2 2 6 @] 3 F4 ¢ 7 % 0 o s
EASY PROCESS . 16 1 2 3 0o ¢ o 0 o : o 5
_U VESTOCK FEED I n 0 o0 o 0 0 o 3 o 2 g g .
34
Note: Ppercents i
¢°= @ each column sum wp 10 100
Source: Faod Security Surveys, 1997 - 99,

t t
‘gdm’ ana SCivices (lah)ur). Roundnuts was an lmpol’tant Cash Crop for far'ncrs in

-food company. When the
makes the crop important

Grai
rain and Flour Preferences, Processing Technology and Crop Choice

ir preferred composition of 10 bags

of grain. Fa i i
gr rmers in Mutoko/Mudzi preferred that an average of 4.4 bags be maize and
3 - i - n

26 bag;s. pearl millet, Table 2.5,

Crop Mix, Technology Transfer, and Related Polices 323

Table 25 Grain Preferences in Mutoko/Mudzi, Zimbabwe, 1989

REASONS FOR PREFERENCE MHUNGA MAIZE RAPOKO WHITE RED RicE

l SORG SORG
Proportion of grain preferred (%) x o 2 : : 3
Usedto = oy : . ‘ -
Tastes gocd n 2 8 ® s i
Aveilable locally ! 3 u : = :
Avle foca s 3 37 41 S8 14
o e e 3 a 1 1 1 0
Hard 1o process 14 (] 2 7 7 ]
Stores well z 3 : . :
Do not store well ! o S o 7 :
Beer brewing x ° Py 2 i :
Never tasted & ° M 2 : l :
Other 4 2

Food Security Surveys, 1967 - .

Preference for flour was the same as for grain but the reasons were different, Table 2.6
Maize flour was preferred because it tasted good and farmers preferred pearl millet
flour for its heaviness as a meal. Farmers did not like flour from sorghum and finger

millet because the flour had poor taste.

Table 26 Flour Preference by Farmers in Mutoko/Mudzi, Zimbabwe, 1969.

I FOR PREFERENCE | MHUNGA | maze | raroxo | wume RED ' I

REASONS SORG SORG
Proportion of graia preerred (%) » o 1 : o o
Usedto it 18 x Y 5 : :
Undiox 2 as 1 s | § <8
Awilsble Jocally : h : l : :
Amittle oca 3 N 62 0 »* 1%
Dowt e e 1 3 1 1 0 1]
Hard $0 process M 3 " : o l
Stores weil 1B : . o o
Do wot store well 1 [4) 1 6 6 °
Beer brewing ° o o ° : ¢
Fill me up 2 o o 2 :
Never tasted it o o ° ? ’ ’
Other : .

Source: Food Sccurity Surveys, 1987 - 89.

Grain preferences in Buhera show that maize is preferred most because it is easy to
process, Table 2.7. The second choice was pearl millet because it tasted good and stored
well. Rapoko and sorghum grain were only preferred in small quantities for beer but
not as flour for sadza because of the taste.
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Table 2.7 Grain Preference by Farmers in Buhera, Zimbabwe, 1989,

REASONS FOR PREFETENCE MHUNGA MAIZE RAPOKO VEGE RED RICE
SORG SORG ’

Proportion of gain preferred (%) k] k'

Used to it : 3

iasiydel 6 15 2 2 : H

Awailable locally h > . > ° .:

Don' tike taste 2 s » o n :

] 2 s b4 B k.
E-y:;pma- 2 k') 2 [} 2 °
Stores well :S : o ° 4 :
0

Do-otlouvdl 1 Q 0 : : o

me.gm 13 [] [\ 2 0 o

Never w . 11 0 1] 2

ome:ud. 0 [} 2 : ’
] ] o zoz

Source: Food Security Surveys, 1987 - 89.

The flour prefereace of farmers in Buher: i

c a was high for pearl millet, Table 2
:la:te S:o pearl millet .flour surpassed all other types. Second choice ;'f ﬂom'cw.-f;s8 'm:x::
y t:;t as gmbeeau;e e:t;o 1?8%‘0‘:: ftlaste.ha\ghim sorghum flour was their third choice because
i our had a poor taste whi i i
in small quantities for beer brewing. e vile finger millet was only required

Table 28 Grain Preferences Farmers in Buliera, Zimbabwe, 1989

REASONS FOR PREFERENCE | MHUNGA -
I MAIZE | RAPOKO | WHITE RED RICE
SORG SORG
(%) k14 20 6 1 2 n
“ > 3 3 o °
° 2 2 a 3 »
. p ® 0 0 9
. ¢ 15 12 66 10
3 [ ° ° °
[ 2 1 ° 2 °
13 0 1 0 o °
0 : : 0 s °
s o @ 10 P °
[} [ P ° °
s Food : e, 1967 - 89,

ﬁctgé::;io? amfi cst:blishmcnt of dehulling services in marginal communal areas has
oping for the past three to four years. Farmers have had i
- - 3 sgge m h

:r:;:;o:::nsc;nmemﬂng mg.mnllmgbe technology is required to produce a qu:;;yr;r:!:;t

units being set-up, the services of a back up unit Las ,

::;t;l;gi. Most del.nuller operators have experienced problems and asl:istancz';;: c'::?

. This service has immediate impact on increasing consumption of small grain;
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but an increase in area planted to small grains is less likely to occur given that maize

yields best.
Access to Production Resources

Empirical evidence shows that farmers do not have adequate access 10 FESOUTCES (land,
working capital, draft power, labour) for a diversified crop production system. A
significant proportion (up to 40%) of farm houscholds do not own draft power (Rukuni,
1984). These farmers access draft power latc for planting long scason growing crops
such as groundnuts and cotton. Under the existing farming system, farmers experience
labour bottlenecks during planting, weeding and harvesting. Increased production of

labour-intensive crops like cotton and groundnuts tend to worsen labour bottlenecks.

The bundles of farmers’ resources cannot be stretched to diversify away from grain
crops. Farmers invest their resources in the crop that yields a better return.

Crop Marketing Factors Affecting Crop Selection

The market for cash crops is not as attractive as that for food crops. There is a viable
local market for food crops but not for cash crops. Farmers are gencerally within 50-60
km of a grain marketing depot. Markets for cash crops are located long distances from
communal farmers and discourages production of cash crops. For example, farmers in

Mutoko/Mudzi, until reccatly, ‘had to transport cotton to a depot in Shamva, 160 km
away. These conditions encourage farmers’ to cmbark on a strategy that ensures them

a product they can sell, can consume or sell locally.

j Improving rural market infrastructure would reduce acquisition costs for goods as well

as production inputs. Farmers in marginal arcas respond significantly to improved
markets. Rohrbach (1989) noted that farmers increased maize production mostly
because of the availability of markets. Improvement in market opportunities resulted
in increased sales. Chigume (1988) found ihat farmers closest fo the marketing point
sold more than farmers more distant. Easy access to product markets influences
farmers’ behaviour with respect to crop choice for production and marketing.

Technology Availability and Crop Choice

Farmers in Mutoko/Mudzi and Buhera applicd general farm technologies such as carly
planting, winter ploughing, fertilizer, improved secd, carly weeding, etc., more on maize
than other crops. This reflects the relative profitability in applying these technologies
to maize compared to other crops given limited cash and other resources. The return
to the application of selected technologies on other crops was low, probably because of
the absence of improved and certified seed, particularly for sunflower and groundnats.

Tabie 2.9 shows that improved maize varicties were adopted by more than 95% of the
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farmers in marginal areas. For other crops, the situation was completely different,
Although improved seed for sunflower and sorghum exists, they are not generally
available in marginal areas. Farmers continue to usc stored seeds from previous
harvests for sorghum and sunflower.

Recommended production practices for maize were best known, tricd and adopted
relative to other crops by farmers in both Mutoko/Mudzi and Buhera. Table 2.9 shows
that a significant proportion of farmers in Mutoko/Mudzi adopted all but two maize
recommendations. Lack of money prevented them from applying the recommended
levels of fertilizers. It also was difficult to source the fertilizer.

Farmers in Mutoko/Mudzi had adopted only two recommended production practices for
sorghum, i.c., use of grain insecticide and harvest timing, Table 2.10. Other practices
they were aware of were not followed. Farmers in Buhera were less knowledgeable and
had not tried many of the recommended production practices for sorghum. Farmers®
reasons for not adopting these recommendations were that seed was difficult to find and
cash was inadequate for them to purchase fertilizer and pesticides.

Table 2.9 Patterns of Recommended Maize Production Practices’ Awareness, Trial and Adoption
in Mutoko/Mudzi and Buhera, Zimbabwe, 1987-89.
|

Awareness Trial Adoption
M/M BUH

85
3

Recommendations

B
g

1. Variety

2. Spacing

3. Superphosphate

4. Cmpd D Levels

5. AN Levels

6. Rotation

7. Cmpd D Timing

8. AN 1st Application
9. AN 2nd Application
10 Insecticide

&

VE&RBBAREY
celiddBaey S
wowsape

Source: Food Security Surveys, 1987-89.
b percentage is below 20.

RECOMMENDED CROPPING PRACTICES
MAIZE -

1. Plant varicty R201 mostly, R21S5 and R200
2. Space between rows 90cm and 30cm within rows

3. Apply 25kg/acre Single superphosphate

Crop Mix, Technology Transfer, and Related Polices

Apply 33kg/acre Computed D
Apply 33kg/acre Ammonium Nitrate
Plant legumes before planting maize on the same plot
Apply Cmpd D in rows bsfore planting
Apply 2/3 of AN at knee height (4-6 weeks)
. Apply the remaining 1/3 at tasseling (8-10 weeks)
. Prevent stalkborer by applying Dipterex or Thiodin (1-2 kg/acre)

Table 2.10 Pattern of Recommended Sorghum Production Practices’ Awareness, Trial and
Adoption in Mutoko/Mudzi and Buhera, Zimbabwe, 1987-89

A.doption

|

MM M/M  BUH
1. Variety s1
2. Spacing 26
3.AN&CmpdDievels | b

4. Cmpd D Timing “
5. AN Timing x
6. Insecticide 41
7. Harvest Timing n
8. Pesticide 57

80‘

RidcocedY E

8‘33‘0’0’

Source: Food Security Surveys, 1987-89.
b percentage is below 20

RECOMMENDED CROPPING PRACTICES
SORGHUM

The best crop varieties are Segaolene, SV1 and SV2

Space between rows 75-90cm and 12-25cm within rows

Apply 75-125kgs/acre Cmpd M and 25kg/acre of-AN or apply 50--75 kgs/acre
Cmpd D and 25-50 kgs.acre AN

Apply Compound D or M at planting in rows

Apply Ammonium Nitrate 4-6 weeks after germination

Prevent stalkborer by applying Dipterest twenty days after germination

Harvest when grain is ripe and dry

Prevent grain weevils by applying grain protectants.

PNSNA WP

Improved varieties have just been realeased for the other small grains but they are not
yet available to marginal area fariners. Thus, zdoption is low. However, farmers do
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*plant a widc range of local millet varietics,

practices was second only to maize, Table 2.11. But the technologies ado ted
that required little ad.ditional cash outlay. Gypsum was continually applﬁ:d b;v;;:;?;::
20% of the farmers in Mutoko/Mudzi. Cash was inadequate and farmers could not

inadequate labour. Farmers’ awareness of basal fertilizer, seed dress; ri i
and inoculants was very low and additional training is needed. "% ridges, rotations

Table 2.11 Pattern of Recommended Groundnuts Production Practices’ Awareness, Tria} and
Adoption in Mutoko/Mudzi ana Buhcra, Zimbabwe, 198789,

Recommendations Awareness Trial Adoption
M/M BUH | M/MBUH M/M  BuUH

1. Soil type 95 %4 | 57 4| s |

2. Plant of ridges b bl 33 A :

3. Rotation b b | 60 281 59 28

4. Variety 48 a2ib

S. Seed dressing b b | 22 b

6. Use Inoculants b bfb

7. Cmpd D Levels b bbb

8. Gypsum Lewvels 42 b 32 30

9. Weeding 63 32

10. Insecticide 30 b

Source: Food Security Surveys, 1987.89.

A significant Proportion of the farmers in Mutoko/Mudzi were aware of most
recommended sunflower Practices but adopted only half. They were aware of the use
of seed dressing and fertilizer but did not apply them, Table 2.12, Farmers did not have
enough cash to buy fertilizer to apply on sunflower. Farmers in Buhera were less aware
of .!he recommended practices and considerable extension effort would be required to
rain these farmers,

Table 2.12: Pancr_ns of Recommended Sunflower Production Practices’ Awareness, Trial and
Adoption in Mutoko/Mudzi and Buhera, Zimbabwe, 19878y,

Awareness Triat Adoption

” Recommendations

M/M  BUH M/MBUH M/M BUH"
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1. Variety 74 39 | s7 24| so A
2. Use certified seed | 67 b|] 33 4
3. Planting Time 7S 31| 60 28| 59 28
4. Seed Dressing 21 bjb
5. Spacing 35 bi 2 b
6. Cmpd D Levels 31 bilb
7. AN Levels 35 bfb
8. Weeding 4 b | 32 30

Source: Food Sccurity Surveys, 1987-89.
b percentage is below 20

RECOMMENDED CROPPING PRACT ICES

SUNFLOWER

1. The best seed variety is Masasa

2. Buy certified seed annually

3. Plant to harvest after rains

4. Use seed dressing before planting

5. Spacing between rows is 90cm and 30cm within row
6. Apply 25kgs/acre Cmpd L in rows at planting

7. Apply 25kgs/acre AN six weeks after germination

8. Avoid weeds in tke first two months after germination

More fertilizer was applied on maize than on other crop because returns were higher.
Results of a study done by the MLARR Farm Man ement Scction (1989), confirms
that farmers decision to plant maize in marginal areas is rationale. The returns to land,

maize). In his study of the ecoriomics of groundnut production in Mangwende,
Makombe (1990) found that it was not profitable to apply fertilizer on groundnuts.
Chiduza (1989) also found similar results with sorghum in the Sebungwe region.

Credit can be used as a vehicle for technology adoption. Credit use is, however, limited
to maize and cotton in all NRs except NR V. Credit is not advanced for other crops
because the lending agency does not perceives it to be economic. There is no credit
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assistance for purchasing a crop input in NR V because cropping j i
. ] r pping in these areas

generfdly consxder;d too nsky Available credit assistance has strengthened the positiol:

of maize as a dominant crop in the farming systems with little effort directed at assisting

Pest and Disease Resistance

M:biic is Icss discase and pest prone than groundnuts and cotton. The only maize pest
problem is the stalkborer which is an easier pest to manage than aphids and other cotton
pests. Millets and sorghum have a disadvantage in the control of pests, particularly
birds, and farmers find pest control to be too labour intensive,

The gelgc'ral leve! of farm household income in marginal areas is very low. Increased
_produc!mty and markc.ﬁng improvements of non-grain crops remains fundamental to
improving the well being of thcsc houscholds. Cash crop production significantly

Technology can facilitate changes in crop mix in the short run when i

0 n ) ) available.
Apprognatc maize production technologies exist. Therefore intervention should address
constraints related to te.chnology adoption at the farm. Better dissemination of existing

cash constraints. This will have an immediate impact on houschold food security.

Future productivity gains on millets and oilsceds :
i c :
tmproved varicties. are expected from ongoing research in

The potential impact of technology on food availabilit i isti

. ) y cannot be divorced from exist
markcllng. proble:ms. Improvement in the marketing of inputs will lower productilgg
costs making available technologies more profitable.

Deregulation of oilseeds marketing would im iti i
oil s prove opportunities to sell t
outlets at competitive prices. PP © diferen
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Removal of grain movement restrictions, facilitation of grain movements through
improved transport and roads and privatisation of grain marketing is likely to improve
grain flows into marginal areas, thereby reducing food acquisition costs, Such
improvements in the efficiency of food markets will impact the ability and willingness of
farmers to diversify into oilseeds production.
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Six Years of Food Security Research in Southern Africa—
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economic growth rates, lowest levels of employment, literacy and life expectancy on the
one hand and "highest” population growth nt:c aﬁwm 'highcst'dchild dca‘cnzh n;&:h onf 3:

SIX other. These key components demonstrate the diversity and complexity of the
YEARS OF FOOD SECURITY RESEARCH IN security issue. M?:Churman, 1 am sure we ali recognise the magniml:ie otfy the task with
SOUTHERN AFRICA: which The Food Security Research programme has had to deal. Recognising the critical
IS THE JOB COMPLETED important of this issue, SADCC Government established a programme for Food
Security that was designed to develop and implement projects aimed at improving food
production and supply in the region. To tackic this broad and complex issue of food
J. Dhliwayo! security, there was need for a research programme that would simultaneously develop
and lay a solid foundation for the development and implementation of the food security
programmes and projects. Programme development and implementation must, of
pecessity, be preceded by inteasive and extensive efforts among members of different

MrChairman,lamdecplyhonouredbythe‘ itati

invitation to partici in this : 4 . .o . - .

Conference. To me, and I believe to many of you prtse:t here partc n er special cconomics, social, political and academic groups to develop a basic understanding of the
4 cace has problcn .

dbcoomcmloe.a t;a:;t:m -~ an annual event that has to take .place to review a process of

mtiy)mg 8y 1o address az &sue that is central to human existence, ic., food The Focd Security programme was established to develop basic understanding of the
nature of the problem of food security among SADCC governments and citizens. One
of the objectives of the Food Security Rescarch programme, initiated and spearheaded
by the University of Zimbabwe in conjunction with Michigan State University, was to
carry out and promote a thorough review and analysis of the prevailing food security
policies in the region and of the economic, social and other factors that have a direct
bearing on food supply, availabiiity and access.

Mr. Chairman, I can confirm that this research programme was born out of a strong
conviction by our governments that the shaping of policies concerning food and
agriculture has to be based on a solid knowl~. 4ge and understanding of the factors that
impinge on food security. In other words, our policies should be guided by the analytical
strength and efforts of the situation in waich we find ourselves. This indicates a
recognition that the formulation and implementation of these polices are the
responsibility of all SADCC citizens (from both the private and public sectors) and not
the domain of civil servants and politicians alone.

I believe, Mr Chairman, that this makes sense. I say this because Governments cannot,

i jori K ’ on their own, bring about food security or cven general development. That is not

“lowest” and the “highest® above are all k region. These possible. It is realised that food security requires progress in many sectors and sub-

indced a manifestation, of the food insecurity problem - 1 €y components, or sectors of the cconomy such as health, family planning, education, environmental

P - lowest mcomes, lowest protection and management, production, storage, markciing, transportation, trade,

" nutrition, community organisation, and business investment to name a few. The

1 i . importance of a rescarch programme to analyse and establish the linkages and inter-

Sern ﬂy?:::hl“h: Advisor, :Z ::;-: ;Iu, FAO. Swaziland. Formerly headed The SADCC Food depeadencics among these sectors and sub-sectors can not be overemphasised. It is a
- arare. vital stage in the process of development.
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The UZ and MSU, with the sup, i i
c s port of the Food Security Technical and Administragj
al::in :(l:es;f;\:) aFd l{;mds from l;SAlD, developed a programme that sought '::;:l:ttar!ay::::
cn finks among the citizens, governments and instituti
tutions of §
:::’nnl:;:ggé The c;la:og.rammc sought to foster a working partnership in rc‘:c!:?cﬁ
g SAD 'rcscar ers, to share €xpericnces and, together with planners and poli
TS, to develop strategies for reducing the problem of food insecurity in th ion
to the minimum level possible. : i the region

Mr. Chairman, we should congratulate the t"oundc i
( n : rs of this programme, UZ and M:
anq In particular, Dr. M. Rukuni and Professor, C. Eicher not only for initiating si?h’

Allow me, Mr Chairman, to inform i
I X 0 inf youandthcmcetmgofmymvn sonal i
::glagrssdmgbcngrgh:hrel‘afOnsh:p wnth some of the founders of the progrp:::nme. :‘:gfnn;;sc;
> 2 ¢ Food Security Research Programme was initiated, my relationship

achievement, an important step i . e
! F P in the process of establish com i
for developing and implementing food security projects an':&pjogmmprmcehscnswe strategy

rescarch programme generates and offers governments, and all productive sectors of the

economy, some important insigh il pui : A
this takes time andpl(:atiencc. ts that will guide their plans and activitics. To achieve
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Food Sccurity Research provides:
A new awareness that the burden of food security is not the individual's

problem but that of the nation as a whole and its future generations.

A recogpition that the flow of development assistance will increasingly be
directed to arcas where the social, economic and political environment
generates the highest social and economic rate of return. Therefore, continued
disregard for the neglected majority and of the sectors serving the majority, is
detrimental not only to the individuals but to the nation as a whole.

A recognition that there is a need for a well targeted strategy to assist
governments in drawing on the right resources in establishing a realistic balance
between consumption and investment and in focusing their effort on the most
crucial areas and sectors to ensure that resources are invested for those who

mc:t need them.

Mr Chairman, I belicve that rescarch plays a very important role in enabling a country
to reach this crucial stage in the development process. With this in mind, let me now
attempt to answer the million dollar question that I was invited to answer: "After Six
Years Of Food Security Research in Southern Africa, Has The Job Been Completed?”

Forging A Research Partnership and A Policy Analysis Network

Mr Chairman, I have already indicated that the programme was established to try and
answer a large aumber of complex questions that affect a vast region with over 70
million pecople. The programme has successiully conducted 27 investigations and
analyses on a wide range of issues and factors that impinge on food supplics, their
availability and people access. Although most of these puzzles are common in the
region, some tend to be country or arca specific in nature and impact.

When the Programme started in 1985, it covered only one country -- Zimbabwe. It was
not until 1987, upon recognition of its importance, that it was expanded to cover
Tanzania, Malawi and Botswana. In 1989-90 the programme was further expanded to
encompass Swaziland, Lesotho, and Mozambique. The programme has not yet had a
chance to initiate country-specific rescarch in Angola and Namibia. Mr Chairman, the
objective of cstablishing an extensive research network ghroughoyt the SADCC region

has not yet been fully accomplished.
Adoption and Adaption of Research Recommendations

One of the ultimate goals of any research programme, and a measure of its success, is
the participation of a large number of community members in the development and
implementation of programmes established as a result of the research. In other words,
the adoption of rescarch recommendations by the majority and the use of the results to
further refinc and adapt the policies being pursued, is an important outcome. As this
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happens, the policies of Government can be said to truly reflect the development vision
of the majority and exhibit the confidence that governments have in the talent, vision and
commitment of its citizens.

The Food Security Research in Southern Africa project has, through its program of
policy rescarch, analysis and networking, initiated this long but necessary process for
establishing a compreheasive strategy for agricultural development and food security.
While I can say quite confidently that the research initiated has been cffectively executed,
more work remains to be done if we are to fully realize the benefits of the achievements
made thus far.

A Review of Research Activities: Time for Reflection

It may also be possible that there was some tenuousness in the prelimary rescarch
activitics and their conclusions. This was to be expected considering the complexity of
the subject matter, attitudes, lnditions,lasts,ctc.,mostofwhichchmgeslowlyover
time. Food Security itsclf has short-term and long-term dimensions and is sensitive to
the changing economic, social and agro-ccological conditions. Only long-term research
programmes can monitor responses to changing situations.

Sharing a Regional Respousibility

An important function that was identificd through this programme is the importance of
edabﬁshingmdexxﬂewewilhinthereg'on fo carry out studies on important and
specific food security issues. Each centre would specialise in certain fields and offer
technical assistance to governments and other relevant institutions in the formulation of
development strategies and food security policics. Zambia’s experience in abolishing the
NAMBOARD, Malawi’s restructing of ADMARC and Tanzania’s efforts to privatise
Grain Markeling have not yet revealed all of their impacts on houschold food security.
Zimbabwe’s fledgling cffort to restructurs its grain marketing is just beginning.

The point is that the food production and marketing systems throughout SADCC are
dynamic and research to assess the impact of change and to guide policy must be
ongoing. Thus, while we are indebted to USAID for providing the financial support to
this time. T can assure them that we in the region think it was money well spent.

it is of great importance to this group that a way be found to facilitate a continuing food
security rescarch program within the region.

May 1, again express my personal gratitude for the UZ/MSU "connection® and to all of
you for the knowledge I have gained from our interaction over the years.

338  J. Dhiiwayo
RESEARCH PROJECTS UNDERTAKEN

Food Security in Southern Africa Projects.
1 Costs and Returns 6f a Regional Grain Reserve

2, An Analysis of Alternative Policy Interventions to Increase Food Security i
Malawi ,

Evolution of Agricultural Policy in Zimbabwe: 1965-1986

Factors Affecting Food Production: The Interaction Between Technolog
Institutions and Policy for Maize Production

Houschold Food Seccurity: Grain Storage, Consumption and Marketin
Decisions

Analysis of Maize Pricing and Storage Policies
The Potential for Increasing Communal Maize Yields

The Wheat Subsector

The Groundnut Economy: Constraints on Expanding Production in Communa
Arcas

The Sorghum Subsector in Zimbabwe

An Assessment of the Potential for Crop Diversification to l.’romotc Rm:a
Household Income and Food Security in Low and High Rainfall Arcas ir
Zimbabwe.

An Analysis of Price and Non-pricc Barriers to Agricultural Marketing anc
Trade in Southern Africa

Policy Stratcgies to Stimulate Technology Adoption in Low Rainfall Areas in
Zimbabwe

Household Grain Marketing Strategies and Policy Options in Low Rainfall
Areas of Zimbabwe
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An Analysis of Grain and Grain Meal Distribution Channels in Zimbabwe:
Implications of Market Decontrol on Houschold Food Sccurity in Low Rainfall

Arcas.

National Grain Price, Stock and Trade Policy Strategies to Promote Food
Security in Zimbabwe

Houschold Grain Production and Marketing Behavior in Zimbabwe: A
Synthesis of Various Studies

Effects of Trade and Exchange Rate Policies on Crop Diversification and Food
Security in Zimbabwe

Decterminants of Household Food Security in Low Rainfall Areas of Zimbabwe

An Analysis of Alternative Nutrition Interventions to Promote Food Security in
Low Rainfall Areas of Zimbabwe

Maize Marketing Policy in Zambia

Staple Food Market Csatrol Alternatives: The Case of Two Regions in
Tanzania

The Impact of Market Policy Changes on Food Security in Tanzania

The Effects of Smallholder Agricultural Produce Market Liberalisation on
Household Food Security in Malawi

Cash Cropping and Food Security in Swaziland

Rapid Appraisal of Production and Marketing Systems for the Main

-

Agricultural Crops in Selected Districts of Mozambigue





