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ZIMBABWE’S FOOD INSECURITY PARADOX o
IMPLICATIONS FOR GRAIN MARKET REFORM IN SOUTHERN AF RICAI_

T S Jayne and Munhamo Clusvo

L Abstract . The structure of Zrmbabwes gram " market, whlle_ ce L
‘ -“;,":stlmulatlng productlonand incomes 1nhlgh-potent1alsmallholder areas . ..
- since independence,-has actually contributed to food insecurity among - © ¢ -
" grain-deficit households.in semi-arid areas. Results of an econometric. -+
""'._-';"__'model 'mdxcate that . over 100,000 tonnes' of expensive ¢commercial - .
-~ maize meal flow annually into rural areas while grain. flows out.” .= ...
o .through the officral marketrng channel. This circuitous movement of ~ : =~
©  grain, a symptom of poorly functlomng informal rural grain markets, .

. has effectively reduced incomes among poor rural consumers byas . .
* - 'much- as 30 percent... The promotion of informal rural trade will: - "¢
B ‘requrre the removal of. government restrictions and attention to other
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/" ZIMBABWE’S FOOD INSECURITY PARADOX: .
| IMPLICATIONS FOR GRAIN MARKET REFORM IN SOUTHERN AFRICA
TS Jayne and Munhamo Chtsvo 0
: _t } s S

.Zlmbabwe has a food msecurtty paradox the threefold expansron of marketed graln

output among smallholders sinice 1980 and overﬂowrng state gram sﬂos exrstmg

7
_:concomltantly w1th w1despread chrontc malnutrrtton Whrle malnutrltlon has many

_— .causes 1nadequate access to food is clearly one of the most 1mportant 1n Zlmbabwe v o

(NSC 1991) Inadequate purchasmg power arnong the poor 1s often crted as the

C reason why food 1nsecur1ty can persrst amldst food abundance Tl‘llS explanatton R

E masks the underlymg structural determlnants of 1nc0me drstrrbutlon that grve rrse to -

3 :poverty and hunger

-

”Tl‘llS paper argues that the structure of grarn markets in Zlmbabwe has eroded real

- '_1ncomes and food securtty among graln defrcrt relatrvely poor rural households whtle T

srmultaneously strmulatrng the well pubhcrzed growth in aggregate gram sales and

- 1ncomes documented elsewhere (Stanmng,_ 1989 Jackson and Collter 1987)

i "Underdeveloped mformal gram markets constralned by government restrtctlons and

‘other barrters to lnvestment have farled o provrde vrable outlets for surplus gram j-‘ o
s productron causrng supplres to be effectlvely srphoned out of semr-arrd rural areas ‘
" through the formal marketrng channels ThlS creates localrzed shortages later 1n

the season as defrcrt households deplete therr own gram stocks As a result large S

,." 5 A graphtc 1llustrat10n of thrs paradox occurred on. 14 June 1990 when separate h
accounts of huge food, surpluses and w1despread ‘starvation were reported on- opposite:-

o pages of Zimbabwe’s major newspaper (The Herald, p.3 and p4) . The Mmlstry of -
" . Health estimates. that 30% of Zimbabwean chlldren ‘under flVC are ; chromcdlly;_"
. malnourished; this floure is.as h1gh as 36% in the duer provrnces of the country (Centrall

a Statistics Office; 1989 p 94) e e e

.w*;

Gram Marl-.etmU Board (GMB) or any of its llCCDSCd agents urban commercral mlllers h :

o 'who procure gram directly from the GMB,. and refail shops that sell the commercral
- meal. ‘By contrast, "informal” markets involve: households and traders selling grain to_'

- buyers_other than the GMB or its agents. - ‘This; channel also.includes millers. (mostly

o located in, communal areas) that process grain movmg through 1nformal channels ,The L
dlstmctlon between legal and 1llegal 1nformal trade 1s covered below L e T ‘
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.f‘volumes of expensrve com‘merc1al maize meal ﬂow into these areas to satlsfy

o consumer demand at the same time that gram ﬂows out through the formal channels

vTherefore gram surpluses dehvered from varrous communal areas to GMB depots
A_whlle glvrng the lllllSlOIl of self-suffrcrency, may mask and even contrlbute to

S oo

‘,consrderable food 1nsecur1ty m these areas

N ' L

‘ 'Thrs crrcurtous movement of gram a symptom of poorly functlomng mformal rural

':gram markets mflates rural gram prlces and has effectrvely reduced cash 1ncomes 1 -

- __among poor rural cousumers by as much as 30 percent. At the same tlme relatwely .
: e wealthy gram surplus smallholders have benefltted from the. system as the
o government $ mvestment in formal marketmg 1nfrastructure in communal areas smce
1980 has provrded rehable outlets for their surplus productron Consequently, the
B .orgamzatlon and perfornance of the marketmg system has contrlbuted to the h1ghly

- skewed d1str1butlon of mcome among the rural populatlon observed by other B

,' ‘-_*“}__'iresearchers (Stanmng, 1989 Rohrbach 1989)

S

-+ The ‘case of Zimbabwe may be relevant o other countries in Southern Africa

o jexperlencmg per51stent food 1nsecur1ty amldst food abundance Contrary to v1ews o

- ' that government subsldles are necessary to 1mprove food consumptron among the

"7,poor we argue that selectrve restructnrmg of the. gram market may srmultaneously

- -'-reduce food msecurr ty. and government budget costs Such a strategy must be based

" on the development of competltrve 1ntra-rural markets that provrde more drrect

- § ,.channels between graln surplus and deflClt households 1n the communal areas. The

'_development of 1ntra—rural markets ---deslgned to. operate alongsrde rather than B

. replace the formal marketrng channel -= may reduce superﬂuous graln movements

_through the formal sector and thus: reduce transport costs Shlft malze mrllmg to. the

mformal sector where mlllrng margms are about one half that of - the formal

L ".commeraal mllls and reduce the volume of malze handled at srgmﬁcant loss by the

T "‘__GMB in sem1 arrd areas of the country These changes could greatly reduce the cost N

‘ -\.of malze meal for consumers in rural areas

A

.| The promotion of informal rural trade will not require the government to relinquish =~
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: controllof maize prlcrng and dlstnbutron tasks that 1t currently performs Rather 1t"

-will requrre (1) the removal of several government marketmg restrlctlons that T

: ‘currently make 1nformal grarn tradlng unprofrtable and rrsky and (2) actlve '

3 “ government support for prlvate and cooperatrve 1nvestment and new entry mto rural o
gram tradmg, storage transport and mllhng These changes would facrhtate grarnpu."_-"if-_‘

| | access for rural consumers where the smgle—channel GMB system has not been able‘:’v'_“' o
Tt reach whrle Stlll allow1ng the GMB to ‘carry out 1mportant tasks related to urban
. ‘food securrty, buffer stock management and prrce stablhty : - :
Bt :Thrs report 1s based on prehmmary results of suWeys of 648 households 124 gramgf'_}- E
h and/or gram meal traders 52 1nformal mlllers, 5 GMB depot managers and 2 GMB ~‘
g lnspectors operatmg m 7 communal areas srtuated 1n Natural Regrons III IV and ;-_ »_‘- . :_;"'

X V" V3. These communal areas were Gokwe, Buhera Mberengwa Shurugw1 Runde -
» ) Nkay1 and Kana The perrod of study was between the harvest of Aprrl 1989 whrch\-’

o - was relatrvely poor in terms of r'unfall and Aprll 1990

GOVERNMENT _OBJECTIVES AND THE GRAIN MARKETING SYSTEM oy
A MEANS- ENDS INCONSISTENCY" SRR S

,,.‘

o Rural 1ncome growth has been a pnme ob_]ectrve of the Govemment of Zrmbabwe o

- h :SInce 1ndependnenvce in 1980 (Government of Zrmbabwe 1983) Prrmary 1nstruments -
_Iof th1s rural 1ncome objectrve have been graln pr1c1ng and marketmg pollc1es m
R 'r_..partlcular (a) producer prrces consrstently above export parrty, especrally for small_:_i{'vﬂf
- ‘A.‘.'igrams (b) an’ expansron “of 'GMB" buymg POlnts in communal’ lands 10 sttmulate“

_marketed output by smallholders and (c) a masswe mfus10n of government credlt VA

N

- ‘recouped from crop sales to the GMB These pohcres were part of a set of factors‘; S
. ‘-"that mouced the dramatrc r1se m GMB gram 1ntake from the smallholder sector'." ':&-

..«f"‘:_(Rohrbach 1989) o

P

ol s Zunbabwe is dlvrded mto frve agro chmatlc natural regxons (NRs) ranked I II III e
A and V. NRs I and I recerve ‘the. highest rainfall -and are suitable for intensive cropf’-{.'
‘ _.productlon NRs IV and'V receive under 650 mm of average annual rainfall, and dre
- prone:to frequent drought S1xty percent of Zrmbabwe s communal populatron lrves in
-NRsIVandV : T s : '
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The emphasrs -on pollcres that ralse the returns from smallholder grarn sales as a o

-means to ralse rural 1ncornes 1mp11c1tly assumes an image of surplus rural producers

A R
ThlS 1mage 1s contradlcted somewhat by a set of - Tecent household surveys m-"

" .Zrmbabwe S sem1 arid communal areas Flrst lt appears that most smallholders in :
j'r--_.',the drrer communal lands sell lrttle Or NOo gram Throughout all Nrs smallholder o

‘ .-"gram sales are hlghly concentrated among well- endowed farmers prlmarrly in the,.f,.., .:

L ‘f'_jmost productrve agrrcultural areas Ten percent of the households in a glven area..n'

S typlcally account for over half of the total graln sales (Table 1)

"‘1':.:§Second between 50 and 100 percent of smallholder families in. Nrs IV and V are _A:
typlcally net purchasers of grarn The  exact’ proportron of grarn—defrcrt farm'- -,
) f_--f.households depends on the partrcular geographlcal aréa and the quahty of the ,-";':i.
o _harvest The government S 1ncomes policy has largely bypassed these households
" Therr mcomes are substantlally more sensrtlve to the consumer prrce of commercral _:_

: ?marze meal than the GMB producer pr1ce These farmers appear unable to respond ‘

e ‘isrgmfrcantly to productron mcentrves because of llmlted assets such as land, draft L

. ..”-grarn .

= ;ammals farm equrpment non- farm mcome to finance mvestments in 1mproved"

' -technology, poor rural transport mfrastructure poor, sorl and erratrc ramfall R }

L Thlrd smallholders sellrng the most grain tended to have hlgher 1ncomes and gram
s Q_COIlsumptron Household surveys in two semr -arid communal areas 1nd1cated that -

B fat the..01 level of s1gmf1cance smallholder gram sales were posmvely correlated w1th -
: ,_-l-:per caprta 1ncome gram avallabrhty per. household member and crop sales from'
,g.‘lorlseeds and cotton (Chlgume and Jayne forthcommg) The P001est hOUSeho]ds ey

tended to have relatlvely few productlve assets and ‘were generally purchasers of .

i

L _'Fourth there are dlstlnct gram surplus and deflcrt areas wrtlnn partrcular cornmunal Lo

o areas, and among, communal areas in close proximity. If the mcreased surpluses of .
| f.'{gram sellers were drrectly accesslble to defrcrt households tlns would reduce o
o mformal },raln prices and beneflt consumers.,. However, these [)OtemlvIl 83”15 have S

been hampered due to. the structure of the gram marketmg system
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communal areas.}{n.l

Graln marketlng proflle of househoIds in- selected sem1 arld

" ARER
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_NATURAL |,
_REGION " -

-

~QUALITY OF |
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-DURING

PERICD.

" 'SURVEY " "¢

AVERAGE . NET

HOUSEHOLD .GRAIN
. .SALES: .

KeS)
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JGRAIN
SALES FROM THE
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159 . "
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-
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N ] B
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S

50

SL260

4
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v,y
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8

- 5T

Runded

101, 1V
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5

61"
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I,V
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:248
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- vNatab ;

Sy
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I TSN

b
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8
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'5;-344", .

3l ) 98_ .

- Source:
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H
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" THE STRUCTUREOFGRAIN MARKETS T

i There are two channels by wh1ch staple marze 1s redrstrlbuted from graln sellers_, . ’

to consumers 1n Zlmbabwe the formal system 1n whrch prlces and drstrrbutron are.

- hlghly controlled by the government and the 1nformal system Wthh 1s unregulated

‘ w1th1n communal areas but 1s nevertheless c1rcumscr1bed by GMB actlvrtres and -

o regulatrons (Frgure 1) _'Z,ﬂ,_ i _'.'-A- PR e

' ;: _‘ The Fonnal System Malze may be sold through the formal system to one of three
- : "'procurement arms of the GMB (1) GMB depots normally located in town centers ; -
. - (b) GMB collectlon pornts located 1n rural communal areas and (c) approved buyers -
T :.‘ '.(ABs) hcensed pr1vate traders that buy at mandated prlces on behalf of the GMB -
| GMB prrces are pan-seasonal and pan-terrltorral* The expanslon of GMB buymg o
'_;pomts m communal areas srnce 1ndependence has 1nduced surplus farmers to sell af"«:-
':A‘larger proportron of gram through formal channels These surpluses are. not readnly}i L
| Naccess1ble to rural consumers Once grarn is sold to rural collectron pomts or ABs o
. 1t cannot be purchased drrectly by rural consumers Instead the grain must be-. »tif S
t'_forwarded drrectly to GMB depots often a consrderable drstance from graln deflCIt B
~rural areas Thrs effectlvely slphons supplles out of rural areas tlghtens supply/ e
| -demand cond1t1ons and exerts upward pressure on 1nforma1 market prlces ‘While :
| [_'t.helpmg to meet the marketmg needs of surplus households the collectron pornt/ AB o
' ‘,:",'system and assoclated resale restrrctrons may actually make staple graln more‘

PR

- 'Aexpensrve for food msecure households " N R SR

':f"Once delrvered to the depots 1n town centres graln may be repurchased for' _'
| """':«dlstrlbutlon back to communal areas In theory, GMB depots could play an.'."».. -
- 1mportant role m selhng malze gram to rural consumers Yet the volume of gram-
~purchased from the GMB by rural consumers largely depends on the proxrmlty of ”

R '".a partlcular gram def1c1t area t0 the nearest depot For example, GMB gram sales;-’ S

e 6 .Malze accounts for 45 percent of fhe calorlc 1ntake in the average Zlmbabwean
dlet (USDA 1988) - ; : L :
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in Mberengwa Communal Area were substantlal dur1ng 1990 because a depot 1s
"’located in the mlddle of thrs drought-affected area (Table 2) However dlrect

. “purchasés from the GMB dropped markedly 1n the areas of Mberengwa more than B
‘4.40 krlometres from the depot Most households rehed on ox—drawn carts for f

| .transport No household surveyed 1n any communal area located more than 60

1 .

' krlometres from the nearest depot bought any graln from the GMB Therefore, the

ava11ab111ty of large gram stocks at GMB depots in town centres throughout the -

’,country does not necessar1ly4assure access for consumers in drstant rural areas

..Moreover wh1le the GMB prov1des free transport serv1ces for commerc1al buyers in’ ;,'f -

o _ ',‘urban areas 1nformal buyers must 1ncur all costs of transportrng gram back to rural

, "areas Most 1mportantly, whtle GMB depots appear to offer graln for sale in small

e

amounts to. rural consumers, many w1ll not sell larger amounts to 1nformal traders -_L, .

mtendmg to resell the gram 1n communal areas Four of f1ve GMB depot managers

o mtervrewed by UZ/MSU Food Securlty Prolect staff stated that thlS practrce was o \ i

- illegal, even though the GMB Marketmg Act condones 1t It 1s not surpr1s1ng,

= therefore, that only 2 percent of GMB’s total malze 1ntake smce .1980 has been - %1._

' resold to 1nformal buyers Commerc1al mlllers stockfeeders and brewers have
: _‘accounted for 77 8 and 6 percent of GMB sales Seven percent of GMB mtake has

been redlstnbuted to ru al areas through government food a1d programmes -

. -The formal system appears to perform well 1n redlstrlbutmg supplles from areas of _
geographrcally concentrated surpluses in the north to urban consumptlon centers in . g
the south The government ra1l hnks between these reglons have resulted in low unit »l w o

, R
: transport costs wh1ch have effectlvely precluded the development of long d1stanc<:e

mformal trade in graln

. The major shortcommg of the current system 1s 1ts 1nab1hty to make gram avarlable

: to numerous, geographlcally dlspersed consummg umts 1n the sem1 and communal

._areas where 60 percent of the communal populatlon llVCS There may be large e

‘ stocks of ram avallable at stable r1ces at G B de ots at town centres throu hout
g P P g

IR the country, but; thlS does not necessarrly assure access for consumers m drstant rural




Table 2 Importance~ of alternatlve graln marketlng channels used by households in e
selected semi=~ arld communal areas._.", e . : ‘ . : R

i

. " COMMUNAL-": - :ﬁ‘A‘T_u'RAL;f, S OF. TOTAU HOUSEHOLD GRAIN SALES T0 ' . % OF TOTAL Houseuow GRMN AND MEAL PURCHASES Fnon
" AREA .© |- REGION®- ] o . o :~ Lot T
A A e GMB oR - -; s A E NEIGHBORING INFORMAL A
APPROVED ‘-"-NEIGHBORING AINFORMAL <} GMB. . ' 'HOUSEHOLDS - * TRADERS - - SHO'PKEEPERS'*" .
BUYERS " "HOUSEHOLDS " TRADERS . . | = & . "% - - 7T oo e
RSO L O NN S Eemmeeenoomrmoes grajn meesose-e--- cn--z. t-~ commercial meal ---
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urban centers assumes rural self-sufflcrency in gram (Blackle 1984) The Gram E
Marketmg Act wh1ch spec1f1es the functlons and dutles of the GMB contams no. e

- '.mandate to dehver and sell gram beyond 1ts own depots Thrs is probably Justlfred -

| consrdermg the dauntmg loglstrcal and fmanc1a1 burden that the GMB would mcur

in: drstrlbutmg gram to numerous geographrcally dlspersed areas wrth poor roads and L

e,

tradmg facrhtres However, the underlymg problem still remains. IR

. . . - E

' lee Informal System Competltlve gram markets 1n the sense of many buyers and R
‘ sellers mteractmg m open fora, are consplcuously absent in Zrmbabwe s commUnal
’areas Most mformal gram trade 1s between surplus and def1c1t households in close"—.,i | -
= proxlmrty, exchangmg small quantltres (Table 2) Thrs system is unable to achreve
. "economres of scale in bulkmg and drstrlbutron and cannot efflcrently redlstrlbute

supplles over long dlstances and 1nto communal areas suffermg from severe food '

shortages \ 'f'j”-‘-;‘ R

' The rehance on sporadrc household to household trade 1s a mamfestatlon of the ‘

’ .‘underdeveloped and unspecralrzed nature of mformal gram marketmg systems

) qu1te low except m northér Gokwe and Runde two def1c1t areas contrguous o

. nearby surplus areas In several gram def1c1t wards no household surveyed was able

to 1dent1fy an 1nformal buyer operatmg in the area (Table 3)

B ; . PR o
S . PR Y A B . .
l.‘; }':"" o R ;- S . G e e ST s

V'The survey of rural shopowners and gram traders revealed that durmg the 1989/90
\_'marketmg year only 43 percent stored gram for more than one month only seven .
- percent stored for more than three months All of the gram bought by mformal
’ traders m thls sample was resold before October 1989 -- more; than srx months

| before the next harvest Thrs suggests th'rt apart from storage by farm households

e the. 1mportant functron of reallocatmg gram across trme through temporal arbltrage :

' _415 performed ahnost entlrely by the state ,_: e :j.j s

e

o areas The GMB S smgle channel ‘one- d1rectlonal drstrlbutlon system from rural to e

Table 2 1nd1cates that households purchases of gram from mformal traders were ’;' B

'
H



-: Table 3. . Number of graih buyers. and:.'sellers 1n'Qperatlon,durlng_some port;on;Qf 1989/90 marketing .

- year.
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Thts is clear ev1dence of a problem constdermg that a substantral marketable gram

:surplus is often produced in relatlvely hrgh-potenttal locatrons w1th1n communal “ o

areas that are gram deflcrt in the aggregate ‘There appears to be substantlal rrucro-’;. -

varlatton in productlve potentlal between varrous locatlons W1th1n a glven communal _—

: area, especrally the larger ones In the case of northern Gokwe, Buhera and Runde o

the graln surpluses generated m some survey areas were sufflcrent to satrsfy the‘ S

'. ‘reSIdual graln and malze meal demanded by the remalnlng survey households in

"other parts of the communal area Yet thls type of exchange mvolvmg the,i ‘

- -movement of graln up to 100 ktlometres was depressed because very few lnformal

s ltraders were avallab]e or utthzed to ltnk these surplus and deftcrt areas together

The GMB and nelghborlng households apparently provrded more profltable or o

. . ..convement market outlets (Table 2) Smallholders in the survey who sold gram to/ S

.-GMB or nelghbormg households were asked why they d1d not sell to 1nformali

‘ traders 1nstead Thelr responses were no 1nformal buyers were operatmg nearby S

:f'at tlme of sale (48%) other buyers gave hrgher prlces (42%) and grarn sacks could 3 ) ;

"‘pnot be obtamed by tnformal traders (10%) SRRSO

: ;-Irontcally, the smvey of traders tdentlfled graln tradlng, mrlllng and transport as the,

3} .
‘ _second thtrd and fourth most profltable actlvrtres in Wthh to 1nvest in Zrmbabwe S

' rural areas (openlng a. restaurant/bottle store was f1rst) However \only 32 percent- C

of the respondents who 1dent1f1ed these grain, marketrng actrvrtres expressed an‘"' -

o actual mtentlon to expand 1nvestment 1n any of them These traders stressed that_ L

e :.major barrlers to further mvestment in 1nforma1 gratn tradrng were unava{labrhty of s

credlt to expand operatlons (73%), unavatlablhty of vehrcles and spares to, buy: L

- .(38%) and confu51on over the legallty of certain tradmg actrvrtres (19%) Moreover o
o the scope for prtvate tradtng is_ further restrrcted by overnment regulatron of the.‘:';

'.rnovement and resale of gram For example . i
oo . . e e 2 _‘: N ‘ C \‘:_,44; ."»;"‘

L A‘-'.Gram is prohlblted from crossmg Zone A areas’ (commercral farmmg and S

*; urban areas) into Zone B (communal 'treas) Furthermore grain may not /.-

o ._legally pass ‘from surplus communal areas. into deficit communal areas if it -
. . requires passing through a Zone A area. While some. illicit trade hasbeen
.. detected the surveys, it is undoubtedly of lower volume. and hrgher cost than ~ -
B 1f government were to remove such restrrctrons and acttvely encourage such .+

5



trade. .
2. Graln dellvered by smallholders to rural collectlon points or ABs cannot be
. resold directly to consumers. Instead, the grain must be forwarded to the
" nearest GMB depot, often at considerable expense to farmers and the GMB,
‘These resale restrictions essentially bar the use of these known local sources
of | gram for procurement and redlstrrbutron through mformal channels while
~ still in.the rural areas.

%)

' As a result; afte‘:r\_t_\he GMB buying campaign in which supplies are ferried from rural
_are_as_ to GMB depots“'in town céntres, grain is often not available. in sufficient

: quantt'ti_e_s through informal channels to Satisfy requirements in semi-arid rural areas.

. Consequently, commercral urban based mlllers have been able to develop a market B
by distributing their maize meal from urban centres to rural areas. Seventy -four

' _percent of households randomly 1nterv1ewed in four sernl -arid communal areas if
1990 ‘stated that they bought commercral meal 51mply because gram was not.

| avallable to buy locally For example in four communal areas m NRs IV and V
from December 1988 to November 1989, households purchases of commerc.al maize - L
meal accounted for up to 92 percent of total grain purchases (Table 4). thh the
jexceptlon of Mazvrhwa an areas that received over 170 l\gs of malze gram per

' household ‘through food for work. programme«s commercral meal purchases dwarfed e
’-coarse gram purchases of alt type and constltuted 24 to 37 percent of households -

' total grain consumptron ' ‘

Un-fortunately, '»th:e refined co'mrnercial meal is less nutritious and less preferred than -
the matze meal obtamed from mformal channels (see below) Most 1mportantly, it

is more costly Even durmg the pre- harvest months of 1990, commercral maize meal
was from 10 to 80 percent more expensrve per l\tlooram than the maize obtamed and’

~milled through m_fo_rmal markets.8 Irontcally, the government subsrd1zes the GMB’s

7 Ironlcally, the commermal mlllers hll thls rural demand by buymg gram from the _
'GMB which to’some extent procures the grc.m from surplus households 1n the same
areas where the commercral meal is sold ‘ : SRS

8 Prrce momtormg surveys were conducted b1 weekly w1thm the seven communal
area-in the sample durmg 1990 : : =

~



Importance of Commerc1a1 Malze Meal Pur
: '1n Four Communal AreaS°'

Table '4{

chases in Househo1ds'
Natural Reqlons IV and V,.1983-89*

Re51dua1 ‘Grain Requlrements

HOUSEHOLD' " HOUSEHOLD - * GRAIN' CONSUMPTION HOUSEHOLD -HOUSEHOLD -MAIZE MEAL PURCHASES AS % OF:
. GRAIN .| TeRRIN. U | oo MOT FROW . CGRAIN MAIZE MEAL o o .
_ CONSUMPTION** | ' PRODUCTION: = - . OWN PRODUCTION _ PURCHASES PURCHASES TOTAL GRAIN "TOTAL GRAIN-
. _ - e . : - : o : PURCHASES - ,° CONSUMPTION'
- ‘ ) (2) (3)=(2)-(1) 4y 5y ¢ (6)=(5)/(4+5) . (T)=(5)/(2)_
‘ ) k\ N : N _ o
. . . . . I AR R e Y emeemrmme e
COMMUNAL AREA™ ., || -=mm=z-deddaoroonmammonoooroomenmmm- smmmene- ves-o-- KGS ~-r-m-===mmmmmmmmmemoieclesemiaoeanoan
RAMAKWEBANA 1073 608 465 58 39 '§\ g7- 37
MAZVI HUA 1128 684 4 - 166. 19 v e
NATA 1275 908 367 25 -\300 92 2
SEMUKWE " 1089 - - 500 589 93 353 79 C 32
[N N - .
)
* ) Consumpt1on is not equal to graxn ‘productioniplus gra!n and meal\e meal’ purchases because of food aid, food for uork,-gif;s,"and carryover stocks.
**x - ‘Refers.to human food -and becr consumptaon does not include grain fed to animals. . - :

Source: Hedden-Dunkhorst (1990).
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R for the mrllers

" gap between formal and mformal maize meal prrces would lrkely W1den turther

- . . .. - N - . . AR - . . ‘./

\ .

operatmg margtn 1f current pressure to reduce these subsrdres are lmplemented the g L

“The magmtude of thrs c1rcu1tous movement of gram from rural areas to GMB S

- depots, onward to urban mrlls and then back to rural areas for consumptron has not RS

" been accurately quantrfred and 1s the sub]ect of some d1spute The followmg sectlon':_ i

developﬂa framework for estrmatmg the gram backflow mto rural areas and'

emplrtcally estrmates 1ts volume in both normal and drought years

r"f s

: 'COMMERCIAL{'_MA;IZZE MEAL BACKFLOW INTO RURAL AREAS . ©. .: "

) Survey data on household market behavnor 1s used to develop a monthly econometrrc' \

, model to esttmate the rural backﬂow of commercral marze meal Immedrately after T

harvest most farm households are consummg graln from therr own productron At

thls tlme demand for commercral meal 1s confmed mamly to urban and rural non-

ff'farm households Consumptlon among these groups who produce no gram Sy S

assumed to be roughly constant throughout the year However as a growmgi.'

. proportron of rural households deplete therr stocks as the year progresses (Flgure -’"

'2) demand for commerctal meal rlses reachmg a peak durrng the pre harvest

'months after wh1ch demand drops off consrderably, and is agam confmed to urban o

. and rural non-farm consumers Therefore any rlse 1n demand later m the seasonﬁ -

. ‘ Amay be attrrbutable largely to rural households runnmg out of own gram st’ocks

o Intervrews w1th general managers of severaJ commerc1a1 mrllmg ftrms 1nd1cate that.

: (a) there 1s a 1 to 2 week t1me lag between the purchase of marze from the GMBV

and the tlme at whrch 1t 1s mrlled and bagged for dlStrlbl.lthIl (b) once bagged the S

:marze meal 1s raprdly drstrlbuted out o drstrrbutron pomts and retall outlets and (c)' -

) asrde from workmg stocks these m1llers do not store marze because of the pan-":_pf_-f_ :

o seasonal sellmg prrce of the GMB whrch effect1ve]y performs free storage servrces'
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FlgureIZ'. Seasonal pattern of commerc1al maize meal purchases and the'
cumulative proportion of households depleting grain stocks: - Mberengwa -
and Runde communal areas,‘1989 90 Marketlng Year e Sl o

-.fNoteL' Harvest in Runde (Natural Reglons III and IV) and Mberengwa-

_ (NRs Iv. and V) normally occurs in April or May However, households |

' may -begin eating "green malze"'from the new harvest as early as
erbruary or March ' : S : : :

Source@ UZ/MSU/ICRISAT Graln Marketlng Surveys, 1990
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These points mdrcate that the demand for marze by commercral mrllers is basrcally

a derived demand for maize meal by consumers, wrth a 2 to 3. week tlme lag

- Therefore the seasonal pattern of maize pur{hases by urban mrllers lagged several -

weeks provrdes a close proxy for commercra maize meal consumptlon '

' The seasonahty of rural demand for commercral meal may be examlned statrstrcally

\\

by contrastrng the followmg models

1 'DEMAND, =B+ B_lz‘(ll;MEhL), + nz'rpnnnfln), + n,’-(RE»rEr\rrloNs')’ ¥ e
() “ DEMAND = Bo + Bl'(PMEAL), + B;(PBREAD), + 13;(ruzr151~rr101\13)t + B,"(JAN) + BS‘(FEB)‘+
- B“'(NOV) re : ' N

L

” where DEMAND represents maize demanded by commercral mrlls (a derrved -

*demand for rneal by consumers) PMEAL and PBREAD are the deﬂated reta11

prrces of. commercral roller meal and wheat bread, and RETENTIONS are annual
cornrnunal maize productron minus delrverres to the GMB 19 JAN, FEB MAR
etc., are monthly dummy varrables The hypothesrs of no srgnlflcant rise in rural B
demand later in the season is represented by B ‘ B . = B_1_4 = 0. (

Equatrons (1) and (2) were estrmated by OLS usmg monthly data from the GMB

" and the Mmrstry of Trade and Industry from Aprrl 1985 to September 1989 An

F-test rejected the null hypothesrs of no seasonalrty at the 01 level of 51gn1f1cance

? Bread is now the second most rmportant source of purchased stap]e food gram in’

both rural and urban areas of Zimbabwe, Demand for sorghum and millet may be more -
- important than bread in certain parts of the country when including demand through_ '
. informal channels yet no .data on volumes and prices are available to examme this -

further : e
10 Past research has noted the important inverse relatronshlp between delnand for
commercial meal and the quality of the harvest (Blackre 1984). During drought years,;”
for example, annual demand for commercial meal rises substantially.” The less grain -
produced and retained in comrnunal areas, the. greater the need for ‘commercial meal to -

-be transported into these areas. The demand model should also.include a measure of

national income, yet this data was not available .on a.monthly basis. . . -

.o,

1



,Re's_u_'lts for equ_a_ti'o;n '(2)'arev as';foll'ows»(t#statistlcs 1n :parent_hese‘s‘):':“_-' IR 1
l
|

DEMAND = 88834 -2 572 o'(PMEAL), + 39 778'(PDR!}\D)I 003-(rzr:r1:1\rrroms)l + 439, 3'(JUL)- -

(290) (-298). - GO (083)
o ¥ 84145‘(AUG) + 13922, 0°(SEP) + 14 725, 6'(_OCI‘) + 17919, 6‘(NOV) +21 295‘(DEC)
~ (158) (262) . (263) 5. B o8’
. ) _'+ 28 414 2'(JAN) + 255261 (FEB) +.18 7604‘(MAR) +1 6579‘(APR) + 85256 (MAY) PN
) ESHL T eI e s
S R¥= T2 DW = 177 o F-725
Own price clasllcny of demand l‘or maize: -123 = L : 5 ) -

P . _Wheat brcad €ross prrce elasncrly of demand l‘or maize: + 044

"'The results 1nd1cate thatJJune is the month of lowest demand (about 35 000 tons_ -;

'purchased per month glven mean levels for PMEAL PBREAD and RETENTIONS " o

over the estnnatlon perlod) Thls is also the perlod Jjust after harvest when most of 0

o the rural farm populatlon eats gra1n from the1r own productlon Consrdermg the;.j‘ -

e e»tractlon rate from marze to malze meal ‘the results suggest that about 31 300 o

B tonnes of meal are consumed durmg June ThlS may be assumed to be the quantlty .

g _of commerclal meal consumed by the year~round consumers mentloned above Tlns' B |
A suggests that approxrmately 375 000 tons of maize are consumed by the year round =

_consumers ina typrcal year over the estlmatlon perlod (1“1gure 3)

E Notlce that the demand for commercral meal rrses progressrvely and substantldlly' .

later in the marketlng year Tlns seasoual pattern corresponds very closely w1th the_'

o _'be assumed that the steady rlse in demand later m the season whrch peaks jllSt | |

'pattern of gra1n stock depletron and commerclal meal purchases in Figure- 2 It must S

e before the harvest 1s attrrbutable largely to rural households runmng out of own

SRR gram stocks and not belng able to procure gram locally IR .' R _":v o

B ,\

j ""‘-"1"_54‘._The coefﬁcrent on RETENTIONS mdlcates a strong negatlve relatlonshrp between |

,the annual amount of gram produced and reta1ned in, communal areas and the :

o retentlon means over the estimation perrod

e -
BRI

. i Slnce June was, the month of lowest demand the model was standardrzed in terms
~of this’ month Elast1c1t1es and consu1npt10n estlm'ttes 'tre calculated at the prlce and

N
w8 ereeer e o g e
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- Estlmated consumptlon from urban and year round rural consumers
Estlmated total consumptlon, normal ralnfall year L:*$7:'_z, f»

Estlmated total consumptlon, 1987/88 marketlng year
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' demand for ma1ze by mlllers The model indicates that for every addmonal ton of

marze reta1ned in the communal areas demand for gram by commercral ‘millers -
'declmes by 037 tons . T e 1 |
The econometrlc results 1nd1cate that the volume of urban mllled meal- consumed
'in rural areas over the past f1ve years has averaged about 130 000 tons durmg a
-normal ra1nfall year but may rise to 275 000 tons or more dur1ng a drought year, as
in 1987/88 This’ represents about 22 and 36 percent of total commerclal maize -
. -meal sales durmg a normal and drought year, respectlvely This rural consumptlon, §
“is probably concentrated in the low ra1nfall communal areas and. among households |
'worklng on commerclal farms that were allocated plots of land too small to meet the |

households annual gra1n needs

A hypotheti-cal’ but not 'unlikely 'scenario may be’ con'Structed in’which 50 pércent of

L ok

the communal area populat1on and 50 percent of the commercral area populatron' -

N accounted for the seasonal rlse 1n demand durmg the 1987 drought year Under ‘
) these assumptlons the average per cap1ta consumptron of commerclal meal in the

' '_rural areas would have been 64 k1lograms per year or approx1mately 30 percent of -

per cap1ta gram consumpt1on requ1rements in Zrmbabwe

S EFFECTS OF MARKET STRUCTURE ON HOUSEHOLD INCOMES AND FOOD :
: ,SECURITY o

An estlmate of the effect on real household 1ncome of frllmg resrdual grain needs

by purchasmg commerc1al roller meal rather than graln through the 1nformal market - |
is presented in Table 5. D1etary ‘patterns among food secure households show that -
- daily gra1n consumpt1on is. about 0.5 krlograms per- adult equlvalent Household
'surveys in Natural Regrons 1V .and v 1nd1cate that average famlly sizé is about 8.0 ‘:'
i in'terms of adult equ1valents (Stack and Chopal\ 1991) This 1nd1cates that about ;

‘>1460 k1lograms of gra1n 1s requ1red by an average househ Id per year. Data |

: Gra1n consumptlon requlrement of 230 k1lograms per person per year is from
SADCC (1990) o S S .




Table 5.

Estlmates of household cash income ‘loss resultlng from'-‘
meeting residual grain requirements with commer01al roller meal as.
oppbsed to graln from 1nformal channel. o :

Household runs out of own grain'Stoeks in: . -
. SEPTEMBER .- JANUARY =
1) Annual household graini _requ‘ireme‘nts (kgs) “1,460 1,460
2): Number of days between household stockout and ' - .
green malze ava1lab1l|ty : . 165 _ 45 -
3) Residual grain requlrement to be met from . o )
: purchases (kgs) . 165/365*1460 660 * 45/365*1460 = 180
4y ‘Cost of res1dual grain requ1rement from roller g o . s T :
’ _meal €43 per household) . EPE 660 kgsf$.58/kg = $317 180 kgs*$.48/kg = 386
: 5). Cost of resldual grain requlrement from grain - oo : o i P
purchase on 1nformgl market and mllllng charge 660 kgs*$.39/kg = $257 . 180 Kgs*$.39/kg = 870
- (2% per household) T . : o o ] -
- 6 leference in residual procurement costs betueen, ; ) L
I~ roller meal and grain from lnformal market (2$ - $60. - - 816 .
‘ per household) ’ . S Lo
D Mean household cash - |ncome; lowest ‘income . L RS
1 ‘" quartile, Mutoko and Buhera: (1988- 89 marketlng $184 ©o- 8184
i . year) (Z$ per household) o ’ -
: . .
[ -8) Mean household’ cash income, 2nd. louest lncome : L e
{ . quartile, Mutoko and Buhera (1988-89 marketlng $452 : $452
: year) (Z$ per household) S LS -
RS as'f."proportion_of (7)_—._-1.'7' .33 9%
10) (6) as proportion of (8 << . s 2%

in Natural Reglons 13098

-Source:

‘Notes. aTheoff1c1al roller meal pr1ce of $23 50 per50 kg bag was chosen as at
‘pnces in many remote rural areas during 1990 were somewhat higher than this. .
-2%32 per 95kg bag was chosen as’a high-end estimate; lnformal maize prices observed in the UZ/MSU/SADCC/ICRISAT study_
.never exceeded this prlce in 25. of 27 wards surveyed during the pre-harvést months of 1990. )
IV and 'V, ‘most’ of which were affected by moderate drought during-the harvest.
milling charge is 20%: hlgher than the average charge observed in a related survey of ‘informal mxllers;dur1ng 1$90.

data from UZ/MSU/lCRISAT Gra1n MarketIng Surveys 1990

or end estimate.

Actual roller meal -

The informal maize market price of

hese wards

are all

The $5.00-" - -

v




_» -presented in Flgure 2 1nd1cate that in 1989 (a moderate but not unusual drought’ﬁ _i

year) 25 percent of households surveyed in Runde and Mberengwa (Natural Reglons o

A% and IV/V9 ran out of own grain supplles by September (about 165 days before' -

green marze is avallableafrom the next harvest) 50 percent ran out by January 1990 .
_~_'(about 45 days before the green malze) Under these two scenarlos Table 5_ 2

o rllustr‘ttes the reductron m real household 1ncome from purchasmg commerc1a1 roller o

: meal at prescrlbed prlces mstead of malze 1n the market assum1ng an mformal pr1ce N

of $32 per 95kg bag plus a $5 per bag mlllmg charge Reference rncomes are the ;

' mean cash mcomes recorded 1n Buhera and Mutoko communal areas (Natural- ’
o Reglons IV and V) for households in the lowest mcome quartlle (Row 7) and for
_those 1n the second lowest 1ncome quartlle (Row 8 Stack and Chopak 1991) ‘

R 135 ,_‘; -
AT

" 'Thls 51mulatlon suggests that households 1n theJowest lncome quart1le that ran out .’

» of gra1n m September and had to buy roller meal mstead of gram at $32 per bag'

' would have 1ncurred a 33 percent loss in real annual household income. Smce thls RS

. isa non marg1nal change in lncome 1t 1s more llkely that such househdlds would!f',

L reduce the1r 1ntake of gram w1th potentlally adverse effects on food securlty Even_; - B

for households m the second 1ncome quartlle 13 percent of annual cash 1ncome .

' Awould be absorbed ln the hloher acqursltron prlce of commerc1al meal Nlne and T

.two percent respectlvely, of annual cash 1ncome would be lost if the household" e

depleted lts gra1n reserves by January W T AL L -

CoeRe L T

) ;'In addmon to the d1rect effect on real 1ncomes and food consumptron of def1c1t rural B

households the current system suffers from the followrng o

1 ,...'.-_..Reflned urban-mllled meal lS less nutrltlous than stralght run maize - meal .

~ . ground through ‘small hammer mills commonly operating in communal areas: - - |
: "jf'_Spec1f1cally, the’ reflned commerc1al meal contams less protem less ﬁber and‘ S

L ',less oik than strarght—run meal

B 2 ' "‘.Most rural people prefer the tasteof locally processed meal to more refmed' S

o "commercral meal. In the survey of 648 households in seven, communal areas, -

'””f 11 percent said they would prefer a bag of locally- -milled meal over.an equal-‘ e
" sized bag of any type of commercral meal. Based‘on taste alone, 88 percent '

o _sald that they preferred sadza (the staple drsh) made wrth locally mllled meal

L ia



e ‘The sllght d1fference between taste preferences and overall preferences is _::' -‘_‘ . .’
B mostly because locally-mrlled meal takes longer to cook - I

e
™

3 "The movement of graln out of def1c1t communal areas and 1nto the

IR GMB/urban milling system reduces demand for and investment in rural grain.

. -storage and mlllmg The potentlal employment and multiplier effects of rural * =~ .. "
¢ grainprocessing, stockfeed manufacturlng, and other agro- 1ndustr1es are thus S
L lost to rural comrnumttes and captured in the urban areas R S

C 4 -,:substantlal amounts of scarce transport are t1ed up in GMB frelght contracts B
.7 ' between'collection points, depots -and urban silos (Jayne et al,, 1989) The =
-~ portion of this haulage that is moved circuitously back to rural areasaddsto
GMB’s storage and transport costs; and contributes - unnecessarlly to the AR
e ‘transport bottlenecks currently plagulng/Zlmbabwes economy SN

N 'ngh-prrced gram for rural consumers in the form of commercral maize meal S
S depresses the quantlty of GMB maize demanded by urban mills, thus inflating ™ .-
- the size and costs of ‘government stockpllmg ~The’ econometric results =
S _indicate that national demand for grain by millers, a derlved demand for
- maize meal, is quite elastic. The ability to reduce. acqulsmon costs of grain ~ .-
- inrural areas. through the development of viable informal trade could greatly
. relieve the government’s maize oversupply problem and the costs associated . . 7.
S with it. The shortage.of. maize. grain to buy in.many communal lands laterin-
- theseason s partncularly ironic corsidering the mountains of maize currently S
* held by the government, srgmflcant amounts of which were purchased in the *
. '_fdeflClt areas. This irony- is at least a partral stde effect of the current
’ 'orgamzatlon of the market ' L : o

lehat accounts for the fact that graln is not bemg adequately redlstrlbuted through:

) mformal trade, etther spatlally from surplus areas to deficit locatlons 1:'7"' the same or..
o another communal area or temporally from post harvest perrods~’o abundance to T

: pre- harvest perlods of scarcity‘7

Traders were asked questrons about vartous types of tradmg acnvmes to clartfy the ~°

,.constramts to 1nvestment in gram tradmg speclftcally In addmon rural busmessmen_t'-_ :

o

B Government m'uze stocks have constntuted over 1 5 years of demand on average '
- over the past frve years. R




who were. not 1nvolved 1n gra1n tradlng were also 1nterv1ewed These shopowners

.___were chosen to 1dent1fy factors lmutmg new entry into’ gram marketmg act1v1t1es

' Some analysts have suggested that the underdevelopment of mformal gram markets

o _v may be: due to-a general lack of proﬁt in this activity (Am1n 1990) Th1s content1on

does not appear to be supported by the responses of’rural traders and shopowners '
e -Gram tradmg, m1lhng, and transport were 1dent1f1ed as the second th1rd and fourth.
o most profltable act1v1t1es in, wh1ch to 1nvest m Zrmbabwe S rural areas (open1ng a

- restaurant/bottle store was ftrst) L

However only 32 percent of the respondents who 1dent1f1ed these. gram marketmg h
. "act1v1t1es expressed an actual 1ntent1on to undertake or expand 1nvestment in: any of
them The ma_]or barrlers to 1nvestment and new entry can be grouped 1nto three »

: _:'_broad categorles l1m1ted resources necessary to engage in trad1ng, amblgu1ty of‘ '*

o 'state regulatrons governrng 1nformal gra1n trade 'tnd government pollcy restrlctlonsw

o _on the movement and resale of gram

- -Limited Resources =~ .. . - s .

- ‘_Workmg Capztal The vvablhty of gram tradrng depends on explomng economtes\ of'
scale 1n transactlons Buyrng enough ma1ze from the GMB to fill a 5-tonne truck
. requlres almost tw1ce the annual 1ncome . of the average Zrmbabwean Not

7—surpr1s1ngly, the 1nab1hty to secure loans through either the formal or mformal sector'

- _:represented a ma]or barrrer to gram tradmg Those actually 1nvolved in gram ’

I '__tradmg almost always used only‘thelr own funds as workmg capltal Thts creates '

- barrlers to entry by restr1ct1ng potent1al entrants from capturrng scale econom1es in -
_'dlstrlbutlon and thus depresses net returns Those who can’ capture such scale :

economles w1th own cash are probably the relatrvely wealthy fraders f T

Lmuted transpoﬂ capaczty Only 60 percent of the rural traders surveyed owned a"

e vehlcle (Flgure 4) Less than 50 percent owned a vehlcle w1th the capac1ty to carry.'

more than 20 bags of gram Shortages of cred1t also hm1t 1nvestment in thrs cr1t1cal

I T



Flgure 4. DJ.strubutJ.on of Transport CapaCJ.ty among 106 Traders
Surveyed 1n Seven Communal Areas PP Sl L

.&. .
=~

- NUMBER ‘OF - RESPONDENTS, -~ -
o o |

 rowmes cmacry

Source: UZ/MSU/SADCC/ICRISAT Grain Marketing Surveys - .-




~ means of trade.’ The avallablllty of vehlcles to purchase 1s severely restr1cted 1n_'

'Zunbabwe due to a 60 percent 1mport tax on forergn-purchased veh1cles and llmlted_», |

' domestlc product1on An 1nterv1ew w1th the general manager ofa ma]or truck dealer . -

: : in: Harare revealed that, whlle rece1v1ng over 3, 500 orders for trucks the dealershlp K

_was allocated only- 30 vehrcles from domestrc productlon Only 1 000 heavy trucks. .

' are produced domestlcally each year but these are largely rat1oned through non- B

market means The manager est1mated that over 50, 000 trucks ‘would be needed to o

'iallevrate the cr1t1cal transport shortages currently facmg Zrmbabwe S economy

| Access to hlred transport 1n the remote areas is reduced further by the poor qualrty"'

- of roads, partrcularly in the ramy perlods The perrod _]llSt before harvest lS crmcal 4_ : .

‘ -s1nce many households wrll have depleted therr gram stocks and need to buy gram_’ R

’ Shopowners have found commercral malze meal tradmg to be a convenrent subst1tute T

for | gra1n tradlng because‘(l) most commercral mlllers or wholesalers dehver therrf- .

meal to retallers shops even in rural areas, and (2) the demand for commercral meal_ L

. _1s guaranteed by the unavallablhty of grarn locally It is therefore ratlonal for traders o

to seek trade in commodrtles that max1mrze returns to therr lrmlted transport‘_

P B

capacrty B TS SR

_Seventy-three percent of respondents who possessed a truck dld engage in grarn '

'tradmg, yet it-was often a passlve form of - trad1ng, 1n whlch grain would be bought o

| jby the trader only 1f customers brought it to his shop Very little: active procurement. . "
- 'of graln in- known surplus vrllages was detected ' o
Because of the currently unspecrahzed nature of mformal gram trade buyers m
‘ ‘surplus areas must f1nd the1r own means of dlsposmg of .the gram typlcally to

: _consumers or GMB There were no- reported cases of resale between traders‘ "

' ymdlcatmg a: less spec1ahzed 1nformal marketmg system than those commonly found e

m other developlng countrles, in whrch f1rst handlers wholesalers and retailers have :

o developed their own n1che m the marketmg channel Lack of specralrzauon mflates-, 5

1nformat10n and management requrrements as. well as transactrons costs assocrated

e
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"act1v1t1es to be 1llegal

“\'.,-.,j_i_leldCS the whole country mto two areas "A“ and "B"f;,

| \”_"v;."WIth grain trade As ] result many reSp0nderlts stated that an expan51on Of gram’.j ‘

o '5,':"trad1ng would requtre 1nvest1ng m a new a shop or usrng a relat1ve S home 1n a '
'_,'.deflcrt area as a place to sell gram procured in surplus areas Th1s 1s because no--:._-

o open markets ex15t in wh1ch to:sell grain to wholesalers or retarlers w1th a betterl;i

| “‘f‘ .‘.'_knowledge of supply and demand characterrstrcs in other locatlons SRR

(-

RO Thls process of expandmg the number of shops to accommodate gram tradmg agam L

T R S TP = P1-1

- exacerbates the workmg cap1tal constralnt It also 1ncreases management capacrty

problems smce only members of the famrly are trusted to hold responslble posrtlons S

Several shopowners stated that they would need a trustworthy employee/salesman:’f’f

“ . ":salespersons are hard to come. by Lack of trust 1n employees not only requrres strrct -

" T',_u; '»j'__'or relat1ve w1th good knowledge of local market condrtrons and that such“"_hi’_. .

LT superv1sron and record keepmg but also 1ncreases transactron costs There 1s

concentrate the buyrng and sellmg of’ gram 1nto spec1f1ed trme perlods Thrs would _

g -',however potentlal to overcome thrs h1nderance through advertrsmg wh1ch would P B

_."‘enable the tradtrs themselves to prescrlbe days whtch they would trade and thusz’_,, :

. ’:' reduce the rtsk and cost assoc1ated wrth employrng a salesman Yet the advert1Smg.i )

= :of gram to sell and buy - whlch in the absence of open markets assumes mcreased

1mportance . is currently suppressed srnce 1nformal traders often percerve the1r

- _R,?‘

W

Confusnon over regulatlons governmg gram trade

,‘Act (CAP 113 1966) states thiat:

D ﬁf,.Informal marketlng Of graln 1s c1rcumscr1bed by the Gram Marketrng ACt thh = B
Area A" cons1sts malnly Of:f -
,'-'the large_Scale_farnnng areas most small scale commercral farmmg areas and .u;rban-;_-_‘-,

. ,.:':centres Area "B" is predommantly tlre communal lands and game reserves ,,The




/ in Area "B".. w1thout reference to the Board prov1ded that the controlled
product does not leave Area "B"; if they do leave Area "B" its destination
. ‘must be the GMB, and the only people who will be in-a position to deliver
it to the Board will be approved and registered by the Board. “Fhese people
" include direct producers co-operatives and approved buyers and all of these
- _should be in possess1on of a GMB card ’ :

 In add1t1on approved buyers as opposed to, mformal buyers, have a contract wrth
the GMB. Approved buyers may not d1rectly resell grain that was purchased from g

farmers except to the. GMB Smce the ‘GMB’s prxces are pan- seasonal approved

- buyers are provrded no mcentlve to store gram The current orgamzatlon of the )

market effectlvely bars a large group of gram traders from engagmg m a soclally"
.,‘useful funct1on '
Whlle the rules governmg gram tradmg are clearly stated in GMB pubhcatlons they h
are nevertheless subject to a wide v'mety of mterpretatlons both, within the GMB
and in rural areas. . As mentloned above, four of five GMB depot managers
mterv1ewed belleved it to be xllegal for anyone to purchase grain from the depot mz
‘excess of hxs consumpt1on needs and part1cularly if the gram was to be resold.
‘Hence, a pr1vate trader who Wanted to buy truckloads of gram for resale to def1c1t
households in his area would be Subject to prror questlonmg And if that trader was
lﬂ'to confess that he was buylng in order to resell he would be denied the opportumty
to buy from the GMB The few GMB managers mterv1ewed hmted that pr1vate‘
traders were llkely to set exp101tat1ve gram retatl prices in remote deficit areas™
R Apparently, th1s argument appeared strong and common to all depots vrslted thus
' "supportmg that at present only a few mformal traders buy grain from the GMB
depots countrywrde In fact, thrs survey found out that those traders who bought. '
from the GMB elther bought in unsusptcrous small quantrtles hence fa1hng to -
achleve economtes of scale or pretended to be transporters who were buying and

' transportmg on behalf of those gram def1c1t households who had no transport "The '
!,,:f = . R o

4 This seerns ironical grven that commercral maize meal obtained through the

"~ GMB-yrban milling system is 10 to'80 percent more -expensive than maize meal prlccs

'observed in 1nformal marketmg channels
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o to the detrlment of mformal graln trade ‘

- \ -

) __de facto restnctrons on buymg gram for resale in rural areas prov1des urban_ S

commerclal mrllers wrth a de facto monopoly on grarn dlstrlbutron into defrcrt areas L :

'.govermng gram trade and hence percewe graln tradrng as 1llegal regardless of» '

B :'_lllustr atlon Of “this- was the reluctance of many traders to 1n1t1ally admlt to:"f,
., ‘enumerators that they traded graln desplte bemg 1dent1f1ed by surveyed households
» '_aS the ones w1th whrch they tr‘aded In fact about ten percent of the orrgmal Sample: o

of n}formal traders refused to be 1nterv1ewed The 1ncred1ble dlfflClllty faced by';'~

-

g _to therr gram tradmg act1v1t1es

SIS

5 _'Thlrd 1nformal traders were asked whether or not trade of red sorghum mhunga o

' "-,.and rapoko was legal outsrde of communal areas The government decontrolled ‘

e these crops m 1989 malung 1t legal for mformal traders to sell to commercral buyers e
, -

1n urban areas Surprrsmgly, only 97 percent were aware the change m rules '.f-? N

\

: " '_percent were aware of the changes in \regulatlons Flfty percent strll percelved 1t

i 'T.Lastly, four 1nformal traders,, reported that approved buyers threatened to réport

‘m"':._‘area whrch 1s legal Whrle the amblgurty ‘of trddmg regulatrons has not precluded; ’_‘
’the development of 1nforrnal trade it is apparently of lower volume and hrgher costs.

ol "than if. the rules were clear and government actually took steps to actrvely supportfi{"

St

Thlrty-one percent were confrdent that 1t was ulegal to trade these three crops and

. ‘Second the maJorlty of 1nformal traders lack suffrcrent mformanon on rules'_..

.

-.enumerators in gamrng the trust of 1nformal traders hrghlrghts the rlsk they attached '

43 percent were not sure Even more surprrsmg were results from surveys off' e
o _approved buyers who through the1r day to day 1nteractron w1th the Board have_,

gre'lter access to mformatlon and therefore are e).pected to have more updated L

L them to the Polxce for. tradmg gram mformally - even wrthm therr own communal_ L

. Lthether the product s controlled or ,not in" the area in whrch they trade An

ol ._,knowledge of rules governrng gram trade However of those 1ntervrewed only 33




" such intra-rural trading"activi:ty, -
o

'Marketing _policy _r_estric,tionsl,

'Apart from rmspercept1ons concernmg graln marketrng regulatlons,r rural grarn
y traders are legally constrarned by two 1mportant government restrlctlons mentloned

earlrer

i Malze is prohlblted from crossrng Zone A areas (commercral farmlng and
" urban areas) into' Zone B (communal areas). Furthermore, grain may not -

legally pass from surplus communal areas into def1c1t communal areas 1f thrs L

- t ' requlres passmg through a Zone A area;

2 : Grain dellvered 10 rural collectron pomts or Approved Buyers cannot be
© resold directly to consumers. Instead, the grain must be forwarded to the »

' ‘nearest GMB depot usually located in town centres

_Both of these rules tend to exacerbate the problem of grarn shortages in semi- arrd
Iareas later m the season. The rules also contrrbute to.the 1mportance of COl’l’lmCIClal
maize rneal in rural areas, desptte its hlgher costs and lower preference compared

: ‘w1th locally mllled meal

* ‘POLICY IMPLICATIONS

o Many analysts have tended to thmk of gram marketmg, price, and storage polrcy
optlons m terms of flndmg the opttmal trade offs between prlce stabthty,

E 3‘consumptron budgetary costs and other government Ob_]eCtIVCS - holdrng market

: "structure constant ‘The results of this _paper. suggest that greater focus on the

"trade-offs Rural food securrty and GMB budget outlays may both be posmvely

: _affected by the development of. well functlonlng, competltlve 1nformal grarn markets '

- ) restructurlng of the market rtself may cons1derably reduce the magmtude of these ’

A major pollcy 1ssue 1s whether the gram market ‘can be restructured in such a way

that the GMB mamtams 1ts posmve functions such as holdmg buffer stocks to guard

_' .-"agams__t drought__; and provrdrng_ a stabl_e. floor. prrce for_surplus producer_s,_ _w}lu_le )



< ;51multaneously promotmg the development of mtra rural mformal trade Although_f_‘ll-»‘ |

g _'certaln major changes may prov1de the greatest beneflts over the long run it 1sf-'
amportant to unckerstand the skept1c1sm w1th wh1ch prlvate traders ‘are v1ewed in. .

“ some government c1rcles “These mrsgrvrngs coupled with the facts that the effects "

- '_of promotrng 1nformal gram dlstrlbunon are untested in Zlmbabwe and represent a o

) dlstlnct shift away from the hlghly controlled and regulated current system may' o

S .:motrvate toward a more- gradual approach to reform Thrs would allow government :"\ ‘

e --'to test the effects of adJustments and if successful progresswely restructure the:‘-_’.

LRI system m hne w1th its Ol‘)jeCthCS

o

P

: f’I_‘o‘/\var_d; this "e:'nd:, several po;llcy optionsl;should-b_e .serious_ly c'on'side"red_:'_ -

L Publrsh and w1dely drssemmate mformatron pertammg to the regulatlons o
- governing grain trade in Zimbabwe; rather than have traders ferry grain at
.- night. Some research may be needed to determine effective” methods of o

-.transmlttmg mformatlon on market regulatlons in rural areas o

2. '. Pubhsh and w1dely dtstrlbute 1nformat10n that the GMB sells graln at depots '._
i Make the conditions under which, and the max1mum amount that a trader E
Qcan buy from the GMB exphcn A TP

30 "Abohsh restrlctlons on the: movement of grain produced in Zone B areas: ‘_:
" 'The GMB would still procure grain from Zone A and surplus areas of Zone -

" B, which would allow it to meet urban demand and maintain: ‘strategic buffer - .

... -stocks,. The. GMB would also maintain its role as .a’ re51dual buyer in all -

areas, effectrvely offermg a ﬂoor prlce to guard agalnst adverse pnceg_ .

oo~ T

f

: 15 Recent events in Zambla and Tanzama demonstrate the rlsks of 1mme(l1ate and |
full market decontrol. F ollowmg food riots in 1987, President’ Kaunda renounced the

: " IMF-sponsored structural. adjustment proorammes and returned the country.to'its. prior
isystem of administered pricing. Zambia’s grain pollcy has since flip- flopped several

- . times, abolishing its marketmg board, NAMBOARD, in the process. This approach 10
- full deconitrol followed by reinstitution of controls has probably not mmgated the current -
(disarray .in Zamblas grain markets. In Tanzania, the government also restricted the
" operation ‘of pr1vate grainktraders in 1989/90 after sweeping degontrol several years
. earlier, ‘This was apparently because the National Milling Corporation and Cooperatrve

Unions could no longer compete with the private traders (Amani.and Kapunda, 1990). .
et It s, concelvable that a4 more gradual process of market reform may have facilitated
B monltorrng and measured - responses 10 the changes that.: reform was. brmomg, thus

avoiding the bacl.lash that returned Tanzama 8, gram mar kets to a heavrly admxmstered :
‘albert 1neffect1ve system of control : S » :




'__ﬂ:uctuations ' Decontrol of grain movement from Zone A to Zone B would =

be identified through future research. The adoption of such reforms may

" L lrkely have a number of effects on grain distribution and pricing ‘thatneed to *

" include an evaluatton component to ‘monitor the, adJustments made after S

L -'_'decontrol BRI PR P ey

o

< N

o Expand the functlon of rural collectlon pornts to 1nclude the sale of gram to
- rural consumers as well as procurement for commercial buyers. The added .

. costs to GMB associated ‘with grading and selling could be reduced by' .

" conducting sales only.once or twice a week. Such costs would almost surely .

'- -'-',.»_be less than the social costs of transporting grain onward to main depots

L -'handlmg ‘and stormg the- grain by the GMB, .and transporting expensive . .

» commercial meal or food aid back into these deficit areas. To the extent that - )

: '~ the. retentton of grain in- rural areas would. reduce the costs of drought relief '
- food aid borneé by the Ministry of Soc1al Welfare, this Agency could partially
. compensate the GMB for the added costs of gradmg and sellrng at collectron e

:pomts R

P

. .'Removal of resale restrictions at these known sources of supplies would also

= :“;Allow approved buyers to become approved sellers Under such an

" arrangement, the GMB would set selling prices at which the approved

s 'buyer/seller could sell grain to local consumers. “This price would have to.be .
- high enough to provrde incentives to the trader, and would have to allow for

the trader’s cumulative storage costs.” Over tlie long run, thé need for

s tcontrollmg the selling price may become obsolete if a sufflcrent number of

B _‘,such approved sellers were operatlng in an area to ensure competttton

- ‘]Develop government support for new entry and investment in rural gram .
- trade. The Zimbabwe Development Bank or SEDCO could play a role by
S targetmg credlt for. specrflc private inveéstments such as ‘vehicles, hammer
"~ mills, spare. parts, storage and marketplace dellltleS in rural areas: This

L "_could ‘be. - complemented by government mvestment in - rural - road '.

" infrastructure; and elimination of imiport restrictions on vehicles and spare -

~_parts. “Promotion ‘of fiew entry in grain trading is necessary to ensure. that .

:‘ -'suff1c1ent numbers of traders are in operatlon to promote competltlon :

' development of rural hammer mrllers dehullers brewers and other agro—based”

» ,rndustrtes requrrlng adequate and relrable volumes of grain- to be avarlable for
‘ _'_,purchase Currently, such agro based 1ndustrtes are hrghly concentrated and are'-
- located in the major urban areas A htgher proportron of grarn traded and processed

mlocally may create rural employment and multrplrer effects that are currently"

23

. expand the. scope for intra-rural trade considerably by reducmg the search o
o costs. of gram procurement for redlstrlbutlon by 1nformal traders

' Greater grarn avarlabtlrty in, semt arrd rural areas would also promote the S



~ confined to urban areas.

= -Changes in the graln marketlng system may be an 1mportant precondltlon for success_ ,
o 1n the government’s efforts to promote crop d1versrf1catlon into higher valued cash

| crops (Chrgume andJ ayne forthcomrng) These crops may be "hlgher-valued" when

v -

the1r net returns are compared agalnst those from growing maize for sale However L

' ':'51n gra1n def1c1t areas, the true opportunlty ‘cost of foregomg malze productlon is -

o related to the acqu1s1tlon prrce of commercral matze meal - some 110 percent above_ |

- the GMB maize producer pr1ce Market development that successfully reduces rural :

o ;consumer graln prlces may stlmulate cotton, and onlseed productron -and promote

: mcome growth in some of the less favoured rural areas DU

CONCLUDING REMARKS o

- ) It is therefore not a paradox that rural food 1nsecur1ty persrsts desprte a 300 percent
-':'nlncrease in ofﬁcral grain sales smce 1ndependence On the surface, the situation is
.‘f_due to substantlal var1atron among households’ productlve resources the abtl1ty to
';_produce a marketable grain surplus and other income earnrng opportumtles Yet -

: the h1stor1cal and current orlentatton of agrlcultural policy toward surplus producers'

A and the neglect of rural market development for consumers has certalnly contrlbuted,

1o these lncome inequalities and the current level of food insecurity in the country.
'While great strides have been made since independence to provlde formal market

__outlets for smallholders surplus productlon the 1ncome gams have been hlghly.'

concentrated among relatively well- endowed households especnally those in lngh o

- potentral areas. By contrast, the structure of the market has effectlvely taxed rural

. -_"',consumers by restr1ctlng the development of mformal 1ntra rural graln trade thus-'

o mﬂatmg the’ acqursltlon prrce of grain meal in these areas These graln def1c1t.

"-'.households tend to, belong to the lowest 1ncome strata in the rural areas

Y ,;Recognltton of the magnltude of gra1n deﬁcrts in many rural areas may lead to0 a

,reorlentatlon of agrlcultural and nutrltron pollcy in Wthh broad based rural 1ncome,
: -‘growth is seen to depend on reducrng consumer prrces in rural areas as well as

'ra1s1ng producer returns
L . //V . . ) . . ) A At - T



These results may hold 1mportant lessons for other countnes in Southern Afrrca also o

possesslng centrahzed grain drstrrbutron systems and large surplus stocks Gr(un_ o

surpluses dehvered from rural areas to parastatal depots whrle giving the rllusron_: :

of self—sufflcrency, may mask and. even contribuite to consrderable food msecunty in - -

these countrles. The reforms sugoested in this paper would not requrre the .
'government to rellnqu1sh control of grain prlcmg and dlStI‘ll)thlon tasks that rt_l'f

' currently performs Such reforms would rather encourage government to facrhtate

market development - through selected changes in market regulatlon and actrve

'support for 1nvestment and new entry i 1nforrnal trade -- in rural areas where the o

GMB has been unable to reach

2
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