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MILK - The Product

“Milk is a very '"natural" food and may be regardéd as remarkable
"....because it contains almost all the food censtituents that the newly born
‘need fcr vigorcus and healthy growth" (Oliver). Althcugh nature intended it
primarily for the very young, the fact that it is an easily:digested, well
balanced source of nutrition makes it beneficial for humans of all ages to
consume. Milk can be cbtained in large quantities from suitably demesticated
animals, some of which have been bred especialiy for m}lk production.I
- Fd i I < . >
The problem with milk is that it quickly turns sour, especially in :
warmer climates like Zimbabwe's. Refrigeration will extend the life of milk, |
~but it is scmewhat unreascnable to expect milk to last beyond twc weeks, 4
even if refrigerated. If milk is produced for human ansuwpfi;n there must ;
be a readily available market +5 absorb the entire production or there will f‘
be ,a waste of resources. Modern transport and refrigeration have .expanded ',{
~the radius of possible market sites from the prcduction areas but as milk is |
very bulky, 88% water (Oliver), this can bc expected to add c~nslderab1y to I
the coste. : o8 ; ;

/

1, If a local market cannat abscrb all the milk produced then the remainder |
must+ be processed. Fortunately milk is 2 product that lends itself rather
well to several processing methods that have increased storage life -
examples are: butter, cheese and powdered milk. These proctessed products
can go further afield in the search ~f markets, thus _enabling mcre people to
benefit+ from the production of milk. ‘ : b ‘ :

-

The Situation of the Deiry Incdustry in Z:mbabwe

As virtually any urban cdweller in Zimbabwe will comment, the local dairy {
industry appears +o be having scme major problems. The consumer has been J
facing a rationing cf such products as cheese and butter for about +wo years ‘
,and even whnolemilk for the past six monthse In the light of increased - .
minimum wages there mus+ be many urbzan dwellers wh» would like to increase
their consumption of milk and other -dairy products, £u+ cannct do so to their
entire satisfact+ion. However, this increase in demand, - which has outstripped
supply, cannot be blamed snlely on such factors+as lncreased inccme and
rising urban population. The milk b51@y must surely be regarded as one of
the main agents in st+imulating dcmand because with the fixed retail price,
which is the way the subsidy operates, the real price of milk has steadily
declined relative to the price of other foodstuffs, making it ever cheeper
and therefore more attractive to purchase. : '

On the production side, the output of milk has remained somewhat static
for the past 4 - 5 years. The problem is how to increase production and
the recent trend of declining numbers in the naticnal deiry herd is disturb-
ing. However, the commercial cairy herd, defined here as thode cows kept
f~r the purpose >f selling milk to fhe Lairy Marketing Board (D.M.B.), has
partially 8lleviated the problem of ‘declining numbers by increased oufput per
cow. However, the present trend of increased effic1ency per cow cannct be :
expected to solve the Ln+1re problem of producing encugh supplies to meet the
ever increasing demzand. All factors affecting the dairy herd, and therefcre ~
the supply of mllk must be examined . in order +o find ways Sh incre351ng cutput.

The D.M.B. is a Government parastatal body that is charged with ocrgan- ' *
ising the <upply of dairy products. It was formed in the early nineteen-
fifties when Government was asked to intervene with the financially struggling

/



" the D.M.B. has no legal monopoly,

\ L =ii-

private dalry co-cp@ra+1ves which had been supplying urban areas. 4&4s such,
only the status of residual buyer,: but

due to several factors, including Government pricing pﬁllcy, it has beco

an effective monopoly. This has not necessarily been a bad develcpment and
the D.M.B. has several sc mewhat ambitious (some may say overly ambitious)
‘projects in various stages, designed to overcome the latest crisis, and
prcvide a secure production basis for, the future. However, these plans make
virtually no reCIgn1+i~n of private development in the dairy ‘industry outside
increasing the output from large-scale commercial farms. It seems §pmeth1ng
of a waste 'of potential toc leave ocut private enferpr1<c, especially when con-

sidering develﬁpment in thez communal areas.

.This‘rev;éw inspects the Zimbabwean dairy industry from the aspects
already outlined, namely that of consumption, production and the D.M.B.
Despite {he present prcoblems, Zimbabwe has a well ;sfablichcd dairy industry
that, given the correct stimulus, should be con51dered fully capable of
overcoming the present and any future challengc.
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*CONSUMPTION

On the conSumer sicde of the dairy industry tke mcs+ outstanding
characteristic is the rapid increese in the sales of wholemilk. The pro-
duction of whclemilk has become the '"raison d'etre" for the cairy industry
in Zimbabwe. Although always very important, the sales of whelemilk have
ncw become such an overriding factor +hat some  products have had to be -
seriously curtailed in production or tctally suspended, as was the case of
skimmed milk powder, the manufacture cf which was suspended in December,
1980 (E. Crnss). .. , ‘ ‘

Figure 1 shows the rising demand fcr milk and by-products and how that
demand has outstripped intake. This fact is dy;ons*rated by t+he need for
ra+1~n1ng of such by-przducts as cheese and but*er and periodic shertages of
milke Tables 1, 2 and 3 describe the drana+1c ri’se of wholemilk sales.

Table 1 shows actual volumes <r1d and the fact +ha+ the really dramatic
rise occurred in the 1980/81 and 1981/82 s¢lling pericds. The increases
.eXperienced in these years clearly explain the bulk of the 45% increase in
the six years depicted and it is interesting to note that these rises v
occurred after the attainment of indepencence. Clearly +he new Government's,
policy of higher minimum wages and the "upturn of eccncmic activity" ex- (’"
perienced 1mm;ole+c1y post 1nd¢pendchL played a major part in the increase
in sales. :

€

Tables 2 and.3 show hew the increase in sales of whclemilk haas affected
+he availability of milk for utilization in cther dairy pricducts. Note
that thé +otal in Teble 3 has remained fairly static. Due to the production
profile, to,be discussed in the production section, the amocunt of milk
available ‘to the L.M.B. decreased, until 1979/80. The nutput of milk powder,
cheese and, t2 a smaller extent, other liquid products, had t¢ fall in orcer
to accommodate the rise in the demand for wholemilk. Althoygh lacto and -
sterilised milk did increase their shares, both absclutely and relatively,
the increases were nowhere near that of wholemilke. ' —

] >

Table 1 i _
: Milk Szles in Zimbabwe

Year : Vol '000 Litres

. 76/77 : . 67 919 _ {
78/79 71 751 ¥ + 5,6% ‘
80/81 g2 550%¢ +  15,1% + 45,29
81/82 98 600 L + 19,4%

Source: AeMoAo - Econamié'Review ~f t+he Lgricul*urai ;
Incdustry 1979, 1980. ' )
‘ . ' i
Table 2 . o

Percentage Share of Milk Intake by DeM.B.
Utilised as Wholemilk

Year % Share Intake - !élqngallgfres
76/77 44 65,4
© 78779 oo Bol L , 78,0 F
80/81 . 57% 7+ 13% ga,0 * 2B,4%
Source: #eMoho — Situation and Outlock ﬁeporf.

1981/82.
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Table, 3 ‘
) \
' Other Preoduct Milk Utilisation by D.M.B. 2
\ : - Indust-
# Sterilised Other*” Tstal® Milk rial
Year Lacto Milk Liguid Liquid Cheese Powder Milk Total
C ) . ;

76/77 - 11,6 31 4,5 84,6 17,6 26,6 ‘ 19,4 148,2
: 5 B 2 3 57 12 18 13 . "~ 100
78/ 79833 671 4,1 i 4,0 97,2 s - 19,3 11,1' 13,0 140,7

=131 b= 3 te 3 67 14 8 9 100
80/81 17,4 5,8 3.3 110,5 12,0 4,8 19,0, 146,6
O ! | v 2 : 76 - 8 g 13 100
Volume in m/litres )
% Share
*Other Liquid - includes flavoured mllk yoghurt,
ice cream, liquid skim and cream
*Total Liquid - includes whnlemilk - see Table 2 -
Scurce: h.M.hs - Situation and Outlcok Report ’
1981/82 "y
: \
The Consumers of Whclemilk
Milk must.- be either consumed or processed rapidly cr it will spoil,

especially in Zimbabwe's semi-tropical climate. This means that sales of milk
tend +o be centralized around the place cof procéssing. As we travel further
and further from the site, the logistics of +ransport and storage decree +that we

“must change +he nature »f +he dairy product which is predominently scld, from
easily perishable (e.g. milk) to more curable (e.g. cheese, sterilised milk) .
In a way we may regard +his as a consumecr variation of von Thinen ' s idea of
locaticnal aspects of land use for prcduction.

N

More mecdern ¢echnology in the form of rcfrigcra+ed storage and +ransport has
greatly increesed the distance from the processing plants where it is pcssible
to send and sell milk. The D.M.B. has, in the past+ few years, made major
ettempts t5 improve the distribution of dairy products in fhe rural ereas of
Zimbabwe. Some DoM.B. dairies will now send their products daily up +5 600 km
from their point of precduction (G:rden-Farleigh). However, Cue tc low value
end high bulk (milk is about B88% water), and the fact that even the best refrig-
eration will cnly increase shelf life by .s°me 2 - 7 days, there are decicded
economic limits to the distance that the D.M.B. can truck milk under the present
structural limifatiuns. ) '

Jihic

. The bulk of the milk sold by the D.M. B. is thus scld in the major urban areas
of Zimbabwe. Thé D.M.B: divide urban milk sales into two groups: that eold in
the low density (L.D,) hcusing areas and that scld in high density (H.L.) housing’
areas. This d1v1=10n 2lso indicates a divisicn by income, with higher income
groups 11v1ng 7¥he the L.D, areas and lower income groups re<1d1ng in the H.D.
areas, There is also another sales grrup and that is schocls, in the fﬁrm
small 200 ml sachets (about 1% of urban sales).

of

\

4

1 See mimeo "The Future Develspment of +he Dairy Tndustry" D.M.B.

.
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Table 4 ' N . =
LDistribution ¢f Milk Sales in Urban Areas of Zimbabwe
E Year 1972/73 1974/75 1976/77 1977/78
. L.D. Urban Area 79, 8% T 74,6% 68, 2% 61, 7%
H.D. Urban Area . 19, 6% 24,8% . 31,2% 37,3%
Schocls (200 ml) - 0,6% 0,6% "0, 6% : 1,0%
6 Year Change : L.D. -18,1% H.D. +17,7% - Schccls +0,4%
\ %Breakdown
Mcnth Dec.1980 Vol '000 litres Dec.1981 Dec. 1981
L.D. Urban Area 3 491 +14,4% 3 996 - 49,6% )
H.D. Urban Area. 3 034 +33,6% 4054 50, 4% 4

Source: A.M.A. Economic Review of the Agricuitural
Industry - 1975, 1980.

Table 4 shows clearly the growing demand for milk in +he High Density suburbs
which accounted for only 20% of urban milk sold in 1973, but by December
1981 they were buying cver 50%. This upwarc trend wes ccntinuec in 1582,

The Reascns for the Increase in Consumption and Shift in Consumptien
Patterns o > S

"The two principle factcrs responsible for +he marked growth in the con--
sumption of liquid products are the maintenance of a static consumer price
for wholemilk, which has necessitated a high level of Government subsicys
and *he improvement in consumer incsomes erising from the upturn in economic -
activity and the income distribution measures that have been adopted by '
Government since the attainment of independence in April, 1980".

- (A.M.A. Dairy Situation and Outlock Report - 1981/82)

In addition, part of the reas-n f-r the substantial increase in con-.
sumption of dairy products (especially liquid) by the low inccome groups, and
€ven rural consumers, can be attributed tc a determined sales campaign by
the D.M.B., aiqed specifically at +he high density urban areas. *This sales
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 Coefficient of price ' Ep "= - Proporticnate change in quantity demanded

Elasticity of demand : " Proportionate change 'in price

Often a negative sign is put before the rafionfor-sase of use. : .

{ S

When .(Ep) is equal +b 0 demand }s said to be perfectly inelastic, which
means that quantity demanded will remain unchangeo regardless of price
changes. When (Ep) is equal +o demanc is sAid to be perfectfly inelastic,
which means that up to a certain price all of the good in questicn that is |
made availagble for purchase will- be bought. If the price is .above the "cut

off" price then demand will fall +o near zcro. Most products fall between

these two extremes and the size of (Ep), their elasticity of demand, gives an
indication of how society, a sector of society, or even an individual, views

the good in question. - High ineslasticity indicates that the good is considered
essential, with few replacements (substitutes) and prcbably is also a very:

small part of expenditure. Highly elastic means consumer will readily stop
buying.if price increases by even a small amount.. Suth a good is not -so essen--
tial, perhaps is regarded as having substitutes and could possibly take a
prophrf1ona+ely large share of cxpcnd1+urc. e :

In Brlfaln, milk is regarded as an essential, wi+h an (Ep) figure of 0,09
for the pericd 1968-1973. Butter and cheese, other cairy procucts, had co-
efficiepnts of 0,40 and 0,25 respectively. Bread (regarded as scmething of a
staple here in ZlmbabWe) had an (Ep) of 0,32, whils+ eggs were 0,09.

Beef and veal were a lot mcre elastic w1+h a coefficjent of 1,57 (Ritscn).

Whilst I am unaware of +he existence of actual figures for Zimbabwe, the
A.M.Ap report. on the dairy industry (1976) remarked that the market amongst
higher income groups is characterised by a fairly low elasticity of demand,
and that rising demand in this sector linked tc a rising higher income popu-
lations’ The lower income market exhibits a far groater sensitivity to price
and price changes, i.c° their demand for mllk and dalry products is far more
price elastic. . .

Splltflng the Zimbabwe consumer market into two soc+ors, high ‘income and
low income, we can view the effect of income on demand. Again this is
measured in terms of an elasticity, similar to t+hat of price elasticity,
cept there is no negative sign in "front" for convenience, and in place of
price, substitute income. This gives the zlasticity of cdemand with income
(E:[)o ' : ' '

€eX-

In Kenya, Hopcraft (1976) gives +he figurc of 1,2 as a "guesstimate" of

. overall (Ey) for milk. This means that there will be a greater proporticnate

increase in demand than in income. The populace regard increases in income
as a "signal" +c increase milk consumption and milk beccmes one of the first
"+arge+s" for extra income. : : = Y» o

In t+he high 1nc“me group mllk w111 be bot+h price and income inclastic.
The high income group has little needl or marginal utility, for extra mllk
even if *heir income increases and price changes ¢c not really affect the
quantity- bought. The low inc.me group has a much larger marginal utility

- for mllk and extra income is expressed by extra. consumpflon, but because a

‘greater price and intome elastiticy than in high incompe groups.

prlce increase means much more, relatively, -to this group's food budget, an

increase in price means a significant decrease in quantity bought. Hence

LY

From Table-4 if'would appear that there is’ a strong case "to be made fo;
a high .income elasticity of demand for milk to be attached to the high density
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residents. Quite large increases in cdemand for milk were experienced with
the acvent of new, higher levels of minimum wages set in 1980 and 1981,

3 .

The rise in consumption amongst higher income groups can be attributed
*o changes in income distribution. With high income groups it is a fairly
safe assumption to assume that this sector are consuming @ll +hey need or.
want of milk, i.e. their marginal utility f-or extra milk is very low. Thus
extra consumpticn in +he high income groups is dus to +hé number of people in
+his group increasing, so that as the inequality of incomes decreases, the
- demand for milk will rise. - This is income distributibn against demand ané as
income is mcre evenly cistributed, sc demand rises for a procduct like milk.
Some products can be expected +o €xperience a reverse of this. A possible
example is with maize-meal in +his country, which is used +p make ."sadza",
traditional staple dish. As incomes rise and income distribution.increases :
in equality, so demand can be expected tc drop as consumers move from this |
starch staple to a protein replacemen+ like beef. For very low income croups
consumption may increase before i+ eventually decreases as their marginal y - .
utility for maize-meal may be large initially, but as this decreases and as,
- their income rises, maize-meal becomes something of an inferior product and
their consumption pattern begins to mimic those in the higher income brackets.
) . . : a

k 5
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Factors Affecting MilW Consumption in Zimbabwe’

In locking at actual figures for milk consumption in Zimbabwe, I tried to
establish the relative importance of what appeared +o be such major factors
as price, population, income, income cdistribution and sales of other liquid
dairy products. '

Other factors which may affect sales are obviously other food products,
e.g. the sale of mineral cool-drink. Since the price of a 350 ml mineral
drink has equalled that of 600 ml of milk, the sales of milk for jse at lunch
and snack *+imes has increased (Gordon—?arleigh)° The price and volume of
sales' of other competing procucts may have a marked effect but due to lack cf
rrac11y available data I.was unable +6 establish a numerical relationship.

The cnly workable figures for milk réadily available werzs sales, population
and price. Average income and income distribution’ are nct easily found and
one is tempted to question accuracy when +hey are discévered. Even something
like the consumer price of wholemilk is fraught with some difficulties in a
year-by-year analysis of sales, because price changes rarely occur "neatly"
at the end of the year. In the end, I used price figures from Jansen (1982)
who averaged consumer price for each year. Even peopulation figures for urban
areas are base¢ ~n estimates frcm the 1969 census, and +he current census has
indicated that these may be ineccurate. However, I st+ill believe t+hat
sufficien+ evidence is available +o indicate trends.

The ‘first s+a+1s+1ca1 analyses run were multiple regre551hns of the sales
of the main 1iquid procucts sold (wholemilk, lacto and sterilized milk),
as the dependent variables, against urban population sizey for 14 major towns
and ci+ies, and ccnsumer price of milk (as the independent variables).
Only the size of urban population was considered as it is felt that the bulk
of milk sales is s+ill confined to the towns (see earlier). The apprcach
used was that the independent variables were non-causal to each ofher, i.e.
c¢id not affect each other t+o a marked degree. . ' . ;

i / 1

The salps of . sferilized milk and lacto were insignificant when compared .
to the influence of populaticn size and price on the sales of milk. The
regressions showed that whilst absclute population and consumer price has a
significent effect upon milk sales, the joint effect is more 1mportant,
agcounting for nearly B7% of the variance that can be attributed to price. and
population. ° This joint effect could probably be broken cdown into further -

\\L
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categories if more. 1nforma+1ﬂn were available./.Such areas would be total

‘urban income, ‘average real income, rate of inflaticn and, therefore, real

price of milk, real price of other foocdstuffs and beverages, price elasticity-
of demand and income elasticity of demand sprlng tc mind as possible "inhab-
itants" of the joint effect. . :

. 3

€

The ‘Milk Subsidy

The mos+ important influence on +he demand for milk in recent years has
been the Government subsidy (The Herald, Aiugust 17, 1982 and E. Cross).

'

The subsidy on consumer milk was first introduced 'in 1975/76 as a method -

-of maintaining low food prices and thus low wages. Even though the subsidy

was introduced by a previous GoVernmen+ the present “one has yet to 1lift or !

reduce it. Thus, whilst the actual price is about 27c{per 1litre, *+he break-

~even price is calculated at being around 48c per ‘litre - 21c more (Herald,

,Augusf 17, 19?2). The result is that-the subsidy distcrts demand anciis
rldiculous in terms of the magnitude of demand" (E. Cross). The result has

.lead tc a’'situation, illustrated in Fig. 1 and tabulated in Tables 1 B,

where demand has outstripped supply, making raticning of wholemilk, cheece and

- .butter necessary. As the subsidy, chomes larger and larger, so the dls+frf1cn

beccmes more pronounced.
/

Table é

Subsidies +o the Lairy (Consumer Milk) | g '
L _
XEéE ,  vDai;X7'OOO$ Total Food Subsidy .Daigy % cf Total
1975/76 1 875 Sip 4 339 . 43
1978779 %)_ . 3700 . 42 193 ' 8,8
1979780 | . 2 108 ‘ 20 302 . 10, 4
_ 1980/81 { 450 - 50 568 8,9
'.1981/82\V .10 332 121 650 _ L 8,5

Increase in subsidy 1975 #o 1981 - 451%.

‘Ecurce: Jansen - 1982

The milk subsidy has operated by freezing +he retail price of milk which
since July, 1979 has been 16¢ per 600 ml »or 41% of the becrder price. Note

" thet +his is a subsidy «f about 17,68c per litre which puts Jansen's calcu-

lation on the conservative sice when compare’ +o +he D.M.B's of 21c per
litre sﬁbsidy estimate. . ~

Perhaps even mbre cisturbing than the size of the sub51dy is, who actually
benefits frem i+? "About 60% of milk went +o people who did not+ need sub-
sidised supplies, 'the urban elite'" (E. Crdss). Jansen, using 1976 and
1977 expenditure survey -data, shows that the hlgher income househcld spent
about $9,93 per month on milk against a lower income expenditure cf just $2,68
per munfh. With the rise in wages, this data is probably a bit cu* of cate
but it does show that milk Consumes only about 1,5% of upper income expendl+ure

' aga1ns+ about 3,2% cf lower income expenc1+ure.. == ) L ®

'~ We aen expect the lowcr income group tc rcact more to any real price and
income changes because we are cealing with’a larger segment of their expend-

Citure. Although the selling price of 27c per litre has been in operation
" since July, 1979, inflation in the price of other foodstuffs has made the’
'refail milk price cheaper in real terms. The prlce _elasticity of the lower
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income gro&p ensures that t+he rcaction to a drop in price is an increase in *
consumption. The creop in real price ‘also means' -a rela+i¢e decrease in the 5
income spent on milk, which represznts an overall increase in inccme available..
The income elasticity again ensures a positive reaction and sees the con- b
sumers huyng mcre. The rise in wages can be viewed as increasing consumpticn
from.bcth +he income distribution and the incocme elasticity peint of view. )

The effect of the subsidy has bcen t+& maintain a fixed price for con-
sumer milk, but due to inflaticn the real price of milk has dropped quite
consicerably. The 1ow income and high income groups®' real price for 600 ml
of milk has dropped since July, 1979 and sales have climbed upward. The real
price of milk was calculated by using the increases in the ccnsumer price

# index for foodstuffs (not the All Items index) as a deflationary index. The
Central Statistical Office (C.S.0.) produce a conFumér price index for high .
and low income urban families. (The low income price index is calculated on
a ‘quarterly basis and +he high income on a monthly basis. 4s real price drcps
so sales climb and the most dramatic climb has occurred since 1981. The real
price fcr higher income groups is lcwer than for low income grcups, which,
backs up the statement quoted earlier saying that the main group to benefit

from the subsidy are those who 'do not really need it.
‘ 3 :

\

/h\\~

Conclusions and Summary of Cohsump*ion

. Studying the consumpticn pa++erh the)trend facing the consumer sice of the

dafry industry is completely reversed from that of the mid 1960's, when a

repcrt commented "The ultimate collapse of the Dairy Indusgtry is inevitable

if present trends cocntinue (i.e. reducecd wholemilk sales) accompanied by in-
creasing production cf indus%rial milk" (Report -f the Commission of Inquiry
into the Dairy Industry - 1966). The repcrt went on to explain that the

milk sales had fallen cue +» a decline in the number of people in the high
income group (probably cue +> the breakup »f the Federatiop and the déclaraticn
‘of U.D.I,) and the resultant slack was not +zken up by the low income groupse.

_ The overriding feature of present dairy product consumption patterns is
,that milk has bec~me the ccminent product, where demand for milk has meant
recduced production of othzr dairy products. This has mean+, for the consumer,
a shortage and.a raticning scheme of such items as cheese,: butter and even

for a short time, milk itself. s

The reasons for the tremendous up-swing in demand were discussed and ind

\ cluded the size of urban population, income and income distribution. The '
cffect of the subsidy was examined and i+ was shown that directly and in-
dircctly the subsidy has had & marked effect on the price and thus consumption.

In the light of +hese facts, I feel that a definite Government pelicy ¢n
consumpticn of dairy products should be formulated and that it should be
recognised that+ the present policy in the form of the subsidy causes the dairy
industry to be whclemilk, urban-centre orientated. A policy shculd take
into acccunt such facts as who consumes whate.

/

An example of a ccnsumer policy step would be to remove or reduce the
urban-centre orientated wholemilk subsidy and apgly it to a more rural=-
orientated produce like sterilized milk. Such a¥step would take cognisance
of the fact that the rural people are less likely to have benefited as much
as the urban dwellérs from equity oOrientated acts such as minimum wage in-
creases. a .subsidy on sterilized milk could be viewed as an attempt to
increese the welfare of the rural pecple. However, subsidies applied, for b
whatever réason, are fraught with problems and. as such may nct be the best
answér. The point is that a coherent ccnsumer pclicy should =21low the
Government +o pursue a course of action that will benefit all consumers with-
out 'having to resort to somewhat piecemeal and disjcinted actions that benefit
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cnly some and'presen+ grea+ problems and co§+s such as_+he current subsidy.

Ano+her consumer pollcy s+ep cruld be the cecentrallsafion of proce551ng
plants. This could be fitted into the policy of 1ncrea51ng/s+art1ng ‘prod= '
uction in the communal lancs (+5 be d1scusscd 1a+er). Y PRt -

R ) ' £l i

Wha+ever the’ actual policy is, it should take ihfo_account the various
factors which influence milk consumpticn. Changes in any cf these factors .
will probably cause a change in demand. Perhaps one of the factors of demand
that can be mcst easily changed is the actual seliing price. " This would be

‘ekpecfed to have quite a dramatic effect as a large segment ~f milk consumers

are from the low income group, which has a relaflvcly high price elasticity

“eof demand for milk and would thus be quite- sen51+1ve to any change in price..

I+ would require strong commitment on the part of the Government to follew a
pﬁiicy of controlled consumption by price. If milk was left to find 1+s cwn
free market price the problem.would be solved, but this is unlikely &o happen

;here, when considering the Government's commitment to more centralised contrél,
- and so we have to find a sclution for a-contrclled market 8, 6y

~

! s N ik PRty - )
/ncéther alternative form of control 1is by reducing sales cutlets or the

‘number of deliveries i.e. a form of rationing. Again this, alse, cannot be

expected to be popular &s people will be depr1ved of a prﬁﬂuc+ +haf +hey are
coensuming in greater quan+1+1es.

Any policy must avoid a setting up cf diametrically ;ppﬁ site pcints, such
as encouraging ccnsumpticn via a subsidy but restrict+ing: consumption via '
ra+1oning° I feel simplicity, and therefore implying lucidity cf aims, in a
consumer policy is essential in bringing about a contrclled growth of milk

consumption that+ will not strain +he resources of the D.M.B. Unrestrained

growfh of fresh milk sales makes the D.M.B: very urban-crientated, ,leaving-

few products for the rural areas. . Perhaps a target figure of a cerfain per-
centage of utilization of milk intake be made for fresh milk production, and
that consumer price be set in crder to reach that diven level. A perlod of
trial and error, plus ma+hema+1€a11y orientated predictions, can'help estab-
lish ceprect prices for given levels of mllk consumpticn and utilization,

The major perlem with increasing prices by lifting the subsicdy is political,

“but at the same +ime, *he subsicdy does help-to encourage pecple to crlnk
‘mllk rafher than mlnLrals and other less nutriticnal crinkse

\

PRODUCTION
The D.M.B. classifies the.procucticn sice of the dairy industry into four
major segments. Thesé are: |

1) The peasant sector. This has an estimated 1 millicn cows
giving about 125 - 175 million litres per annum (yields based
on Kenyan research data).- All of this milk is consumed in the .+
area produced. : ‘ e ' :
) '\ . . \
+ 2) 'Large farm produdfion for_salel+o the D.M.B. (D,M.Bo_(ix))
3) Larce farm produc+1on for home consumptlmn or -sale to " .
~t+he D.M.B. as bufferfaf.

4) Large farm production for -retailing direct +o consumers. . .
Due tc the now wide .disparity be%ween retail price-and price :
paid by’ D.M.B., there are nnly some 27 of +hese procucers left+. . L

‘!
)

Dealing, first with those that are ac+ua11y supplying the D.M\,B_o, {v‘i'{rh milke.
The first thing of important notice is that the D.M.B. has steadily become
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fhe major receiver of the commercial cdairy hérd's cutput. In 1953/54'it,
.received cnly 55%.cf output, but by 1973/74 it received 88%. By +he late
1970's and early 1980's t+he D.M.B. was receiving 95%+ of all commercigl dairy
herd ocutput (A.M.ii. (ii) and (vi))e Note that we have a situation where dairy
cows are kept for +wo reasons, ei’her +2 sell milk and butterfat or to pro- -
vide for home consumpticn.  Since virtually 211 milk now solc is sold to the
D.M.B.3y I shall now define the phrase "commercial cairy herd" as +he dairy
harcd supplying milk *+c the D.M«B. The national herd is mace up ~f this
ccmmercial herd plus any dairy, cows kept for supplyinc home needs.

With mcre and more milk producticn going +o the L.M.B., it 'is natural to
expect that 'the commercial: cairy herd should take a bigger and bigger percent-
age of the naticnal ‘dairy herd. The trend of the converging of the commercial
dairy herd and national cairy herd-means that soon virtually all dairy cattle’
will ‘be kept for t+he commercial enterprise of selling milk t2 t+he L.M.B.
This, of course, excluces all cattle held by peasant farmers for whatever
purpose. | : , 3 s

\

Although +he commercial herd is expanding in size, anc at 90 200 head
" comprises some 87% of the total herd, the cdecrease in size of the national
herd from 129 000 in 1973 to the present 10 300 head, means that the commercial.
herd has almost reached its, maximum size under present conditions and trends. (

"Fortunately, prodyction does not rest entirely on herd size. The cairy

" milk intake, up to 1972/73, grew at a faster rate than dicd the size of the
commercial herd. This was becduse at the same time as the commercial herc in-
creased in size, so did the average herd size increase. This means that more
anc¢ more commerciel cows are ccming uncer specialised dairy farm management.
This has resulted in milk outpu+, both on a per cow and tctel herd basis,

_rising at a rather cdramatic rate: in 1976 the A:M.A. repcrt cn the Dairy

} Incdustry s+ated that the past 21 yecars had seen a 46% . increase in the number
of commercial cows, a 7% per annum increese in herd size and a 5% decline in

~number cof dairy farms. A11 this resulted in‘an\approximafe/380% incrgése in
output. Scme aspects cf this 'condensaticn' of the commercial herd intec
fewer but larger sized units are given in Table 6 (see page 10).

"As can be seen there has bzen an increase in efficiency, in terms of cut-
put per ccw, even over a cne year pericd. This increase in efficiency has
ensured an increase in milk supplies despite a decline in total herd size,
but the increase falls very shcort of the increased demand for milk and milk
pr-cducts anc hence the problems faced by +he L.M.B. Note also, +that whilst 0
Table 6 ~n the, f211~wWing page may shgw 2 small increase in ocutput+ comparing
the months of Oc+oker, Fig. 2 shows +ha+ overall, since 1972/73, +he rate of
increase of ~utput is a lot slower than pre 1972/73. This would t+end +o
suggest that under present circumstances,we might be looking at a reduced rate
f increase in cutput. Note +hat even the sharp increases in producer prices
frem 1977/78 cnwarcds did nat  bring about substantial increases in output.
Even the most recent 6¢c per k¢ rise, pu+¥ing producer price at an average of.
29,02c ‘per kg, which represents about 26% increase in price, has only brcught -
about a'9% - 10% increasejin deliveries to +he'D.¥,B, (Financial Gazette ii)).

'

Mr. Kirby (Chairman, National hssociation of Dairy Farmers) fcels that
the above figures show that there is a definite limit +o the usefulness of *
procucer prices as an incentive to increasing milk output. As such, due +o
the fact that dairy production requires quite a considerable capital’ outlay,
price increases may be ccnsiderec to affect cnly the already established dairy
farmeres I+ is true, that in crder to ensure that these established ‘dairy -
farmers remain in:busineks, the producer'price'shguld,always allow the farmer
to ~btain a financial return with wHich he is satisfied. Such a situafpion
should also help to attract more farmers into dairying. = However, in view of
the fact that the C.F.U. Dairy Mncdel gave a 268 head farm an ihcome -over ex-=
penditure profit of $11 928,00 before the 26% rise in'milk procucer prices,
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one must ask if the recent increases were not exces

sive and that +he only

people who really benef1+ are those already established.

Table 6

A\

-

National Herd Size ('000 Head)

Scme_Aspects of the Commercial Herd quplyiqg-Milk,+2;fhe,D.M.B,

and A.M.A. Economic keview of
Indus+ry, 1975.

Perhaps more affenflﬁn should have been placed
quired to start fgrming.
Station was recently donated a-4 un1+
equipment, valued at around Z$37 000, OO.

per head for Jersey and around $1 300 per head for

communication ‘and various editions of The Farmer).
price will help a farmer pay back ‘the cost »f such

To give an idea of costs involved,
8 cow herring-bcne milking ‘parlour
Dairy cattle can fetch up to $800

1570 1973 1976 . 1979 1981 |
. 212350 129,1 125,77 108, 7 103,2'
2 o . e N I}
~
- 14%
; s /
Commercial Dairy Herd Size ('000 Head) >
1970 1973 1976 1979 1981« ;
= Al bl e il — gt
65,3 77,7 87,1 84,6 190’2
: 7
+ 38% . :
‘Average Herd Size ) e s
1970 1973.° 1976 1979 1981
154 183 200 209 « 219 :
~
, 7
+ 42% increase
- ' !
Number of Farms -
1970. 1973 ‘1976 1979 . 1981
419 +1% _. 424 +3% . 435 -5%l£.415 -1% _, 411
Y - 2% decrease
October 1980 _ October 1581
2 833 kg.—~w~-+v2%_;_3'2 877 'kg Lverage monthly delivery per supplier
914 KG comen ¥ 2% ——x 928 el iverage caily delivery per supplier
829 - kg __ ..+ A% _ 83} kg hverage menthly yield per cow
10,6 kg . 2% 10,8 kg fverage daily yield per ‘cow
Sourée: AcM.N. Dairy Situation and Outlook Report 1981/82

the Agrlculfural

on the capital ouflay re-
Henderson kesearch

Friesland (personal
.Although a high producer
equipment, it does not,

I
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always help him cbtain a 1ran with which +o origihally urchase the necessary ,
items. Thus i+ may have been'a better icea +o have had smaller increase

and to divert the funds thus saved.+o such instituticns as the, Agricultural’
Finance Corpzration where *+hey could be used +o imprcve credit facilities for

w/uld be cairy farmers.

One must never ignore +he price incentive because it is undoubtedly very
importan+, but it must not be forgotten that other factors ccntribute +c milk
cutput, including the eccnomic and pclitical environment which particularly
affect new investment. o :

How +o Tncrease Production

The'ihéreése of 9 - 10% in milk deliveries experienCed at the onset cf
winter were due partly +c the increased price and partly t+o the increased
feeding of stock aa raafurec failed and farmers switched to feedlot type
cdairy farming. Althcugh there are many farmers who C¢o not use pastures at all
for- dairy producticn, there are some who rely quite extensively on them.

Oliver gives an extensive general account of grasslands, their feed value and
how to improve on“them. They are a g-od scurce of fairly cheap food whlch
~does nct compete cdirectly with human fomu 5uurccso_ _ (-

Increased procuction that ccmes from feeding fcods that humans could con-
sume can ~nly be regarded as a short term, stop-gap procecure. The near
exclusive use of maize, scya beans andé ~+her feeds which increase milk prod-
oction cannct be consicdered satisfactory in 2 country which may face a short-
age cf these foods for human consumpticn in the future. Thus alternative
producticn methods must+ be fully investigated. These can include unusec
grasslands, savanna, Crop re51(urs and 1rr133+ed pastures in rotation with
cther crops like . tobaccoH, where grass lay is an essential r0+a+1mn, T5 ignore
these food sources is to ignore potentially valuable sources of fond, :

ks a fur+he} example, many areas must surely be considered to have adequate
area for running cdairy herds but due to lower rainfall the grass is unable = . |
to support a stocking rate concducive to profitable dairyinge ‘If such places
could be irrigated and plantec with improvecd grasses and/legumes, then milk
could profitably be cbtainecd. Obviously such 2 plan requires development of
water resources as the first step. . ;

’

Scmetimes there are areas where water rescurces are adequate and eveén
\

acdapted. This is especially true - for wheat growing areas. Listance then
becomes the problem as these farms can often be quite far away from an intake
pcint. The L.M.B. has recngnised +his and is attempting to solve the problem
by installing bulk tankers. Alrcacdy the dairy association has receivea g
queries from farmers in the Lemagundi and Karci areas who wish to start dairy-.
ing if bulk tankers are made available (Mr. Kirby - perscnal interview). 3
Such an opening ‘up of a preVEVUSly non-cairying area (except for local use)

can c¢nly be regarded as a po >sitive step and one of the aims <f the bulk

tanker scheme (see page 16). '

«

|
: 3 - ; [
As far as established large scale commercial dairying is ccncerned, Mr. (
Kirby feels that efficiency can .only increase in a significant menner if . :
farms start using computerized automation and management. There is one dairy b
farm in Zimbabwe, Kintyre Estates, that has accomputer controlled automatic t
feeding system that correlates feed and feed intake aga1ns+ milk ylelds.
It is felt that systems like these are nceded to help improve cairy farms to ° o1&
higher planes of production. The C.F.U. supports.the idea <f a central bureau.
tn start off a compu+eriza+icn sys+em.t ‘ : Cinig
However desirable such equ1pme9+ may seem, it would appear that.there.
are s+ill other areas available for improvement on the present status’'quo of
the incdustry. nec,Ilng with basic animal husbandry and prcduction, ngglns,
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-1n a surVey on. calry heifer was*age in +hls counfry, reported +hat dairy celf

mortality can be between 0 - 55%, with 34% of this® total occurring in the
first week anc up tc 67% by the end of +he second month. This survey was

done on recorcded herds in +hit country, which tencds to- imply that the more
progressive and more efficient +ype farmers were surveyed. The situation in
the pon-surveyed. herds is unknown bu¥ mortality ra*tes are likely to be -higher.

The survey showed that scme farms can ¢btain a 0% murfallfy rate cof calves.

rHenderson Rescarch Station claim that their system of rearing dairy calves in

crates can lead to a zero Ceath rate, and they had had only ond death by
‘accident in eleven years (perscnal interview).. There is the technelogy and
the animel husbgndry knowledge neecdec to¢ achieve somefhlng as simple but

- vitally. 1mpcrfgn+ as lowering calf m”r+allfy°, However, . it would appear that

t+here are&many farmers who ferl it unnecessary to avail themselves of this
knowledge. - One must then feel ccmpelled tc ask +he qguestion that if something
as basic anc fundamental as calf mortality cannct be gontrolled, what go od
would expensive computers, impecrted with vital forelgn‘currency, really co?
This may seem harsh and. there are probably farmers who could use computer
control to great acv3n+age, but there are probably also many who could quite
easily improve prﬁcucfion with what exists right now.. | , ¥ 3

Wha+ must not be forgo+ten, is the peasant anc ccmmunal land sectore.
/s indicated in the beginning of the procduction section, the D.M.B." es+ima+es
that some 1 milli-n cows prccuce 125 - 175 millicn litres per year. In the.
perspectivge of sheer V“lUmC, such an amount ¢f milk, if cnllected, cculd probak
sclve | - -any internal supply prnhle and leave scme for export. . However,
the problem is that.it comes from 1 million cows at+ 125 li+res per hea;._
Tha+ means supply WLlr be widely spreac and consist ﬂf small. amoun+s¢

Small herds need' not necessarily presant a problem. In 1977/78 +he herd

: sﬁpwlylno the D.M.B. consisted cf 1 132 herds of sizes varying from 1 - 49 N

head, but +hese are not Zebu (Bos Incdicus) type cattle with their inferior -
yields. _The +ype of cattle which make up even +he smallest of commercial

‘herds is the supericr yielding Bcs Taurus type. The Bos Indicus cow'can | .

procduce about 800 kg »f milk per lactation ancd a Bos Teurus, in the ‘form of
Friesland breed, abcut 4 000 kg, i.e. f1ve times that of 1ndlgcngu _COWS’

(Oliver, 1971).

¢ ¥
: : 5 » : - \
i J : A | . '
Oliver (1971), mainteins t+hat local indigencus cattle breeds are so little
suited to commercial cairy farming that he comments: "To attempt dairy farm-
ing-with local tattle, o..q..means that African (peasant) farmers will have

little or no hope c<f lifting themselves cut of a subsistence farming. economy"

Is there, then, a cefinite hreed to recommend? The European crigin
breeds (Bos Taurus) need supplementary feed ancd hich management standards +o
procuce adequately. Thus these breeds wculd seem inappropriate! with which
to start any dairy scheme in the communal lands. The L.M. B. is going tc
promote cdairy co-ops in the rural, communal lands (+c be discussed more fully
under L.M.B.) but seem uncertain or ncn-commital con breed types to be used.
I féel that the use of the 'delicate' -breecs in any communal land project,
designed to increase milk produttion, may lead to an expensive'failure.‘

l ‘e , N

Ollver (1971) claims that such Incian breecs as Sahtval ‘and Red Sindhi--
are mere adapted to lower reinfall areas, where crops are less 'abundant,
which makes them a distinct possibility for certain communal lendse. Another
answer 1is to cross breed, using artificial .insemination, the local cattle
with types of a higher milk yielding nature. This would produce Zebu crosses
and. perhaps even grace cattle with the hardiness of Zebu s+111 1ns+1lled.v
After all, cne dces no+ want to 1lt*se the +oughness inherent in 1nd10enous
cattle which enables +hem +h w1+hs+an€ quite harsh con01¥iun<. ¢ . u\

/A~
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In Kénya, a prcgramme ~f this +ype appears-to have been in .operation ¥or.
some time and Zebu crosses, with. improved yields, macde up about 13,4% of the
grade cow populaticn in 1974 (Hopcraft ‘et al 1576). However, the Kenyan
experience points +o many problems that must be avoided here. First and fore-

most is raw cdata. Hopcraft (1976) glves a few examples of a diversity of
estimates -for many aspects cf the dalry incdustry in Kenya and states that
litt+le reliance should be placed on them. This obv1ously makes planning
cifficult. A cairy statistical information centre is a, must.. The Department
~f Research and Specialist Services €~es run a centre which prcvides informa-
tion and such services as milk testing and veterlnary advice. However,
h~r+aqe of spec1alls+ staff is anﬁ+her problem that muq+ be cvercome. . <

Flnally, +he Kenyan example comes back to the price issue. Hopcraft (1976)
found that the Kenyan Co-operative Creamery' (K.C.C.) was running at a sub-
stantial financial loss cue +o a uniform price structure that dic not take
into account seascnality of prcduction, i.e. wet or flush.and dry season, nor:’
did it express the divergency in transport and input costs experienced in
different prcduction areas. The prcducer prices offered to the prcducers have
been termed 'politicized' and "....ignore the eccnomic and technical charact-
eristics of commocity procduction and consumptione...."(Hopcraft, 1978).

Here in ZimBabwe, a geasonal price is in operation with more paid in the L
dry|\months than the wet, in order +o secure supplics. But are these prices
suitable for a prcduc+ion system that will extend to remcte rural areas?

The K.C.C, founc itself burdened with over-supply curing wet seasons cue +to
an incorrect pricing system. In Zimbgbwe, even established commercial dairy
farmers questi~on the wiscom of theé present pricing policy, .with regard to
supply stimulatinon and input costs (Kirby - personal interview).

Transport costs aside, and even with bulk tankers, is it really economic
to haul milk many kilometres from *+he rural areas, moving fnod from poer
areas tc rich? 4 . o »

. ' = s . ! 3
Perhéps par+t of the transport problem can be alleviated by decentralizing
processing plants. ‘This could help increase consumption and production. 0

However, such plants are not cheep and site sifuationimus+ be consicered

critical, governed more by proven demand and need rathér than projected or

hopec for demanc. The dairy incdustry is in no position +c waste money siting

a plant in an area whére cairy pr duction will flourish ¢only for a short

while and then wither. However, note that more processing plants, or even (
more iptake points.(which are a lot less expensive +han an actual processing h

p1§n+) can help implement a different area/cdifferent producer price policy.

Such a price policy can have a fluar price, applicable re¢garclees of

situation, with additions or deducticns for its seasonal, technical and 5
eccnomic coinsidergtion of the area. ;

Conclusisn and Summary -of Production

In contrast to the consumer pa++ern, prﬁCUCfl“n ‘has been quite stable for~
some five years. I+ would, appear that, despite increased efficiency per cow,
some sort of maximum producticn limit has been reached, given ‘the present* . ~ =
herc size in the commercial area. £ > il ' ;

. Factors that have affected milk ocutput frem 1970 - 1981 have iAcluded
average and commercial herd size as amongst the most 1mpurfant. These, in
turn, are most affec+ed by the evehfs of a yéar or two age, especially - .

producer price. ‘ e R e

In. discussing methods of increasing proccuction, it was noted that methods
which entirely utilize food suitable for human con<umn+10n must be con<idered X i
short-terms To cevelop pastures, irrigation and pasture 1mpr“vemenf ‘must be .

\
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considered of grea#-impoq+ance. k1sc the problem of distance and product
.must be met+ with schemes like the bulk tanker.

The area of on-farm efficiency may be tacklec and such areas as animal
husbandry could probably be impreoved upon in the existing situation withoyt
the enormous opportunity costs incurred by a computerised system.

The question of production in the communal areas was discussed anc the
problem of what type of breed to use in a scheme designed to increase product-
ion was commented on. . The Kenyan experience in cross breeolng was shown as
a pﬁsclble answer to this problem.. - z

* Kenya was alsc cited as an example' of the prcblem of price and quecfions
cf the suitebility .«f the 'Current Zimbhabwean price t*ruc+ure for an expanded
prﬂduc+1vn set-up was mentioned.

I+ .would appear that some ‘outward looking steps need to be macde in order
to significantly expand producticn.. However, the steps must be made after
much forethought.. Self-sufficiency, and even export capacity, may be a
desirable gcal for the C¢airy industry, and inceed, such a gcal is supported
by the Government and the National Asscociaticn of LDairy Farmers. However, at
all times the economics of production must be borne in mind and be used as a
basis on which +~ build ‘all plans.

THE DATRY MARKETING BOARD (D.M.B.) —~THE CONTROLLTNG AUTHORI
*

The I':M.B. was established con Oc+ﬁbcr dst, 1952 and was set up via +he
Dairy Market+ing Scheme (L'M.S.) formed under Proc. 38 of September 26, 1952,
Until +he advent of the D:M.S./D.M.B. "...the greater part+ of processing and
marketing of wheolemilk was in the hands of Producer Co-cperative Companies, n.sr
of which had inadequate resources +c develcp their business +o meet the grow-
ing neecds of the Colony, particularly as the cecst cof dairy plant is probably
higher in relation tc¢ the returns on capital +han in a2lmnst any other incustry.
With the price of milk +c +he prnocducer controlled (by the then Scuthern
Rhodesia Lairy Industry Control Board) there was, therefore, little oppor-
+un1+y for. +he co-operative companies to opera+e at a profit cr to secure the
capital required to modernise the incdustry.- A pcsition had indeed arisen in
which the processing facilities available at a number of centres were whelly
inadequate, both for efficient speratisn and +c¢ meet+ reaasonable public health
requirements. This met neither the necds of +he procucer nor the consumer." .
(DeMcBo=- (ii))o 1

The first step in consczlidating the incustry uncer the L.M.B. was the
purchase of the Salisbury Cwoperative and then followed in rapicd succession
several other dairies - often saving them from closure as was the case cf
the Rhodesia Co-operative Creameries’ dairies at Que Que, and Gwelo. This’
take-cver and improvement of existing capacity cocntinued until 1975 with the
acquisition of t+he Gazaland Cd-op' Cheese Facfory in Chipinda. The D.M.B. is
nowArirtually sclely responsible for cdistribution and sale of milk anc dairy
produce in Zimbabwe. Since December, 1967, the D.M.B. has operated uncer the
responsibility of the Agricultural Marketing Authority (A.M.A.) in accordance
with .the A.M.h. Act, Chepter 102. The cdairies ncw in cperation are situated
in Harare, Bulawayo, CGweru, Mutare and a cheese factory erected in 1978 at’
Kadoma. (D.M.B. - Annual Repor+ 1980 and 1981). :

As commented on, in the first annual report »f the L.M.B. already quoted,
the L.M.B. stepped ‘in and averted the collapse of +he cdairy incustry,
primarily due to the fact+ that i+ cculd call on Government+ directly for
capital or guarantee capital, and i+ cnuld more efficiently use t+hat capital-
cue +o size. '
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_However, despite its rather examplary "track reccrd" to dete, one must o/
ask if the D.M.B. 1is actually in the best positicn t2 uncertake the challenge
'of mes+ting the supply and demand requirements for both the present and the
future. One is tempted +o ask by how much ths current problems are indeed due
+o the fact that the D.M.B., ‘being a Government body, must always confer with-
Gevernment first befcre making a mejcr decision, thus making it rather slow
and perhaps unwieldy. Admittecly there are justifiable excuses on the grouncds
~of the war and changes of Gocvernment, leading to changes in cbjectives, but
it s+ill leaves much room +2 guesticn motives and modus operandi. Witness the
recent procducer price increase which even,the National Association of Dairy
Farmers has questioned.

One must remember t+hat i+ would nct be a reversal of L.M.Bs policy to
allow priVate, or other, enterprise +o move into +he ceommunal lands or ‘expand
existing dairy plant cepacity, as, by A.M.A. statute law, i+ is only a

‘residual buyer of milk. The D.M.B.'s present positicn of near mcnopoly is
mainly because of the consumer subsidy. Pricing and other policies have
forcec the DoM.B. +o become an effec+1ve monopelye.

The danger of 1e+fing such a bcdy e2s the D.M.B. expand anc control +he
incustry as.a monopoly is well illustrated by the British Milk Marketing Board,
which coes have a legal moncpely cver milk processing and distributicn in G
England.: The cverall situation, at least in the late sixties and early {
seventies, was that the producer price was consicered to be a?ave the com-
petitive price, compared to imports, and this encouraged production at un-
economic levels, i.e. inefficient producers were maintained. (Whetstone -
1970) . Also, Hallet in Whetstone (1970) remarked "...it is difficult te find
cases in which British Marketing Boarcds have improved efficiency of distribu-
tion". Even in the quality of milk, Whetstone (1970) maintains that a
committee on milk quality found that the ccmpositional quality of milk has
declined since 1933, and this may be partly cue to the Bcard's policy.

It is true that the L.M.B. has improved public health stancarcs by
making pasturizaticn automatic at its plants and it has set rather stringent
quality control standards. On the other end is the increase in procueer
price which may put some producers, hho are 1neff1c1en+ back into a profit-

able prcflle.

The type of mass merchancising practised by the D.M.B. very often
benefits those who can affrrd it. The hidden costs of transport, finance,’,
pilferage and spoilage may bY far exceed any benefit gained from lower prices ¢
anc¢ price control that a marginal consumer, like a rurel peasant, is supposed (
tc receive. Indeecd, an organisaticn like the DeM.B. may 'crowd out' any
alternative source ~f supply fcr t+hat merginal consumer. The crop in the
number ©f independent procducer retailers (see procducer section) is an example
of +this. (After Nuggent and Yotopculous, 1973).

D.M.B.'s Plans t® Tncrease Production

Lfter pointing out+ the many pitfalls that such an crganisation as the
DeM.B. may fall into, it must be recognised t+hat the future cf the dairy
incustry in this country is intimately linked to +he D.M.B. It is only
natural +o expect the Government to use the D.M.B. as a springboard when con-
sidering the development of the cdairy industry in this country.

As such, the D.M.B. believes +hat fq+ure milk production can be in-
creased by: h ’ Ao = '

1)  introducing a bulk milk cgllection service;

2)' establishing co-operative cdairy farms as part of
Government 's.rural development ’ N 4

3) 1introcducing a collecticn system in the peasant se%tors (DoMcB.=(ix))
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| T
fn t+he bulk +tanker scheme proposed by the D.M.B., the commercial producer

has 'scme acdvantages. There is less risk of reJec+1Pn due +o bactericlogical |

deterioration, the present rather cld and'unw1elry system of cans ancd cool-

ing is replaced and +he milk is sold to +he D.M.B.’a*+ +he farm (Hoyle).

+he D.M.B. further believes +ha+ the system of leasing and depreciation mver

fif+teen years +o be used will represent a definite eccnomic benefit +o each

farmery and the fac*+ that transport should be moré efficient will mean a

benefit +c both the farmer's and +he nation's veh*cl€ flee+ (DeMoBo = (X))o

The farmer's reaction has beéen pesitive. Grimley reporfs that 75% of
474 cairy farmers who replied +o a questi-nnaire, feplied positively - 5%
were relucctant and the remaining 20% were undéciced. Although there has been
ssme,delay in sfar+1nr up the pilot scheme in Harare, orlglnally scheduled
for /pril, 1982, by July, 1982, the scheme appearec +o be committed to fact
and should go fairly smoothly into full scale gperation in November, 1982.

What seems a .little slower in becoming operative is the implementation. of
producer co-cperatives: Three are envisaged, each with 100 members, in the
vicinity of Bulawayo, Kadoma and Chipinga. Some'5 250 cows will be required.

_to.give each member 10 cows in milk at all times. In addition, each member
., will be allctted 4,8 hectares of 12nd split into irrigated pastures, irrigated

ma@ize-wheat rotation and a vegetable and house stand. These co-operatives

are meant to give an approximate 10 per cent increase in national procuction
and a net income of some Z$3 000, OGc per member, plus food, water and-shelter’
(D.M.Bo = (ix)). - i | |

In Order +o reach +hese figures, some 14 million litres of ﬁllk will have

+o be delivered in'the first year, perhars rising to 18 millicn 1n’suusequen+

years. This works out .at over 2 5Q0 litres per cow per year and the problem
of cow breed raises its head. This was discussed at some length_'in the '
procucticn section. The questicn of who is actually +o be picked as a member
is aveided in the paper. .With irrigated creps and high quality cattle, these
ce—operatives will neecd experiencecd and well-trained farmers. Personal ex-
perience in kibbutzim and Moshavim have led me +o believe that not many
skillec farmers aré interested in-a ccllective ‘farming system and thus the

'requjred number of suitable recruits may be hard +o find.

Less demanding in resources is the idea of milk cnllection schemes.
A centre will be established in a suitable central locati-n +o receive, grade
anc store milk delivered +o i+ by *he surrsunding farmers in +he communal
arease. Payment will ke in cash and facilities (such as advice and A.1.
equipment) will be made available for t+he cattle owners. The centres can alsc
supply stockfeed and beccme a nucleus for growth in the area.

Even a downgradecd scheme has been suggested where ~nly butterfat is

-cnllected by a local extension officer. _This would require a comparatively

small expenditure and the milk, with its nutriticnal value, would remain in
the rural areas. The money . received by the sale of butterfat may stimulate
production and" lead +o larger enterprises. If +he scheme should fail, the
lesson learnt will be inexpensive compared +o that of the co-operatives and’
if i+ should succeed, the step-by-step upgrading of producticn should avoid
many pitfalls of the 'all-in-one-go' schemes (L.M.B. - (ix)

The last step of envisaged D.M.B. development is the building of -long=-
life milk plants at Kadoma and Chlpinga. With this implemented in mcre rural
areas, it is hoped to make better use of local supplles and improve distrib-

"ution so that within three years, 80% of Zimbabwe's population will have’

ready access to milk supplies. At the moment the Chipinga plant is.scheduled
for start-up about the micddle of 1983 (L.M.B. - (vii) and Herald (v))o.

-
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Table 7 below reproduces some of the envisagec costing for the projécfs
and shows that the projects gre not cheap for a country of Zimbabwe's size -
yet the total figure is only 3,5 times that of +he subsicy pald out in 1980/81.
Clearly, the expense is relative.

Table 7 , _
Financial Requirements for D.M.B. Pfojec+s
! LOCAL FOREIGN TOTAL
2% milliona 2$ millions 2Z$ millions
Bulk Milk Collection ) 245 . d%- okys - 7,0
‘ Long-life Milk: Kadoma e 0,6 T 2,5
JLong-life Milk: Chipinga 1,0 : 251 Sl
Coc-operative Milk Procuctiocon Schemes ‘ = .
.Antelope 4 15,8 0,2 2150 ¢
Sanyati 2,3 0,2 2:5 {’
Chipinga 3,0 0,6 3,6
Peasan+.Secfor Feasibility 3 .
S+udy and +trgil scheme ) 0,1 05 0,2
i Full Scale Development 3,0 1250 (s 1550
: ’ .
TOTALS 14,3 Aasdd, 6 35,9
~ Scurce: D.M.B. - Future of the Déiry Indusfry?-1981,

: \
Cne of the most original donaticns ccmes from the E.E.C. in the fcrm of
skimmed milk pcwder and butter cil worth some 2$12,5 millicn. This will be
reconstituted here in Zimbabwe anc s~1d +c the public. The money so gained wil
gc towerds the projects detailed earlier. This idea has been carried out
before with scme considerable suctess in India under the name of 'Operation (-
Flocd'. The plan calls for Zimbabwe t+2 receive 4 000 tonnes a year of skim{
milk powder fir the next five years, with 1 000 tconnes of butter oil for the |
first vyear, 750 +onnes *+he second year and 500 tconnes a year thereafter
(Hereld - (ii)). : : -
b}

. At *he Zimbabwe Naticnal Farmers' Union congress, Mr. Cross, General {
Manager of +he D.M.B., commented on the fac+ +hat scme of the pleans, especially
those in the c~mmunal lands, have mace little progress in 1m“16men+a+1rn due
to the "... uncertainty over agency responsibility and +he need to resolve a
correct approach +5 the many technical anc nther issues which make dairy
farming a complex area to cdevelcop" (Herald -~ (v)).

One hopes that*+he ccmplexity and administra+ive problems are overcome,
otherwise the E.E.C. fond aid, .intended for five years, may have to' become a -
permanent feature. Again the idea of self-sufficiency crops up and it is the’
intenced aim of the L.M.B. that "... by 1990, or long before, Zimbabwe would
have resumed the export of cdairy products to neighbouring ccuntries" (Herald
- (ii)). One assumes that exports equa+e with self—sufficiency plus surplus.

Cer+a1n1y +her¢ is reascn to assume an export markef for Zimbabwe's produc
as, prior to the recent shortege, up +» 14%, -r 20 million litres, of procuct-
ion, was exported tc Botswana, Zaire and a little to Malawi and Mczambique.
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be indicative of the dairy incustry's well being in this ccountry.

\

\ o : ;
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., There appears to be a . demand for-dalry pruducls in Thlro World countrles
which outstrips local prJducflon._ In a report on possible world trends in 7
certain dairy products dene for the A:M.4A., demand for butter was shown to \
be very sensitive tc price in devel-ping countries. , Thus, whilst Zimbabwe

is a member of the SAICC and has a 'ready made' market for exports, the question
of price is important, alcng with the ability of the importing countries to
pay. £o before zne eagerly anticipates surplus for export, it must be ensured
that the- surplus will ke genera+eh ocnnomlcally and that exports dn not merely
becmme a way of reduc1ng scme, but nn+ 2ll, the costs cf uneccnomically produced

mllk..

Canclusions anc éummary of the D.M,B.
& J !

.The history of +he formation of +he D.M.B. showed thatiit was established
+o preven* the collapse of t+he dairy industry. I+ was noted that the D.M.B.
has nb monecpoly powers but only ac+s as a resicual buyer and that any effective
monbpcly i+ does enjoy is due much to pricing policye.

T+ was pcinted cut that an crganisation like the D.M.B. does have dis-
'advantages inherent in its structure and the British Milk Marketing Bcard was
cited as an example of such a structure beset with problems.

The D.M.B's plans for ircreasing prcducticn were discussed, but only after
querying by h=ow much the D.M.B. is respcnsible for the current shcrtages due

to pricing pelicies. _ ' .

These plans have scme rather doubtful aspects and even Mr. Cross has
commented on pr‘blgms of implementaticn. In the shert to medium run, consumer
supplies will be eased very much by E.E.C. food aid dellverles, +he sales of
which here are meant +to flnance a gcod ceal cof the DeM.B's plans. It is hoped
iliat these plans become a wﬂrklng reality, otherwise the food aid ‘may have to
beccme permanent, or consumers will suffer continual shortages.

\
N

K% export+ market is assumed to exist both by historical fact anc¢ by
analytical report, but aiming for exportable surplus may result in a far too
expensive product +hat cué*omers w111 bbe unw1111ng or unable +o buy. In other
words, the export market sho 1¢ nct be regarced as a magic locestone that will

/

Finally, it must be recognised that the dairy incdustry is locking at
positive attempts initiated by +he DeM.B.twoimprove the situation. However,
these attemgts must not be regarded as the only possible means and cther
avenues should be explored. An example is enccuraging private enterprise in,
say, cnllecting milk from remcte areas where the DoM.3. will pay a midcdleman a
set rate for the task of ccllecting and transportinc. If the idea ¢f en-
couraging middlemen is against Government policy, perhaps the people to encourage
are local cheese or butter makers whe would utilize +he but+erfat and leave the
milk for local consump*tion. In +he end, +He array of answers +hat could solve
the prcoblems of the cdairy industry are limited by the willingness cf the D.M.B.
and, 1nd1rec*1y the Government, to explcre the pnss1b111+y of comb1na+1cns of
prlva+e, vaernmen+ and Ch—opera+1Vc enferhrlceso



-19-~

SUMMARY OF THE REVIEW OF ZIMBALWE'S DiIRY INLUSTRY

y .
' :
The shortage »f ddiry procducts and even milk available +o the consumer
is cdue t+c the larce increase in cznsumptinon in recent years without a '
reriprocOl rise in procducticon.” The main . factors causing +he ccnsumer rise
in demand include the rise in incomes and popula+isn, and in particular
the subsidy. 2As far as'vquilibr*um’~~1u+inns go, *+he subsidy must be re-
garcded as the easiest tonl with which +- alter +h€ pa++ern of femanc to a
“level compatible with supplles, -

, On +he producer sicde it wéuld appear that scme sort of production
plateau has been reached. Althouch efficiency s+ill increases in terms of y
yield per ccw, recently increases in ocutput have not matched the increases

in prccucer price. In an attempt to increase efficiency fr-m existing )
producers, computer orientated mechanisation and management is a possibility,,
althcugh very expensive in terms of foreign currency. Improvements in

basic animal productiocn and husbandry must+ be regarded as a necessity, of
more importance than +he applicatidn of any sophisticated t+echnclogye. (

The utilisation of milk frcm the c-mmunal lancds is also a possibility
althcugh fraught with many ﬁ:cblems that+ include the unsuitability of in-
digenocus cattle for Cairy causing low yields, wide scattering of this herd
ané the question of actually’ccllecting +he milk. The development cf milk
procducticn and distributicn within' the rural areas must be given more
prominence. At present most projects a2im +o transfer milk from the rural
+o the urben areas rather than increasing aveilability tc the peasant farmers.

As a contrclling agency it has initiated several projects aimed at increased 7
procduction and bhetter distributicn. The DoM.B. pronjects must be regarded .

¢s a positive 'step but not the only'pfséible answers. For example, private

enterprise cculd play a part in developing the communal dairy industrye.

The D.M.B. projects have +o he carefully planned and maniged and will neec .

t+o be flexible if they are +o overcome the potential problems.

The L.M.B. has an effective mon-poly on milk processing and distribution.

< \ ‘ A < s ' - |
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