~ WORKING PAPER

Small Graln Export Potentlal
’ and Government Objectives in Zimbabwe
I A Mean ends Incon51stency9

By

:jLT_U TQSQ,Ja}né and ‘E. A Nuppenau .. =

.« Working Paper AEE -6/90 B

RS DEPARTMENT OF AGRICULTURAL ECONOMICS & EXTENSION
e : FACULTY OF AGRICULTURE, UNIVERSITY OF ZIMBABWE_

o PO BOX MP 167 MOUNT PLEASANT HARARE '
R ZINU&ABVVE :



L Small Gra1n Export Potent1a1 and hovernment ObJectlves 1n Zlmbabwe'*-fi'"v

A Mean—ends Incons1stency° ?’*'

by

B

" Working Paper AEE 6/90 .~

;' Department of Agrlcultural Economlcs and Extens1on
.. . Faculty. of Agrlculture_f_ Sl
"jjUnlver51ty of Zimbabwe

.- PO Box MP167

"’ Mount Pleasant

- 'Harare " - ..fﬂf;ﬂ,'7‘lf"7l_'f'“- T AT,
| ZIMBABWE - . - . ' - MAY 1990 -

'Rev1sed ver51on of an 1nv1ted paper presented at the "Small Gralns .
jUt1llzatlon An Zlmbabwe" Workshop. H1n1stry of Lands, Agrlculture and;_
Rural Resettlement. ENDA-Zlmbabwe. and the Canadlan Internat10na1
'fDevelopment Agency, held at the Harare Sheraton, March 6—8 1990.

_5“V1slt1ng Lecturer and Lecturer, Department of Agr1cultura1 Economlcs;
_j~}Un1ver51ty of: Z1mbabwe.~ WThe author w1shes to. thank E KolaJo for
':}‘helpful comments on’ an ear11er draft._;

'_The v1ews expressed in th1s paper are those of the author and do. not o

‘ ,necessarlly express those of the Department Un1vers1ty or any other :
‘ f1nst1tut10n..;;‘;‘ R o

,’D;Worklng Papers are publlshed w1th m1n1mum formal rev1ew by the Department .
ﬁ;iof Agrlcutlural Economls and Exten51on e




I.

II.;.,

SMALL GRAIN EXPORT POTENTIAL
AND GOVERNMENT OBJECTIVES IN ZIMBABWE:
A MEANS-ENDS INCONSISTENCY’

~ CONTENTS

INTRODUCTION ‘e o .V‘... L] l ;_. e o 6 0 .VI LY ] ... o oo 0 e LN ) I'."_I’. L J .... .
'PRODUCTION AND SUPPLY CONSTRAINTS «oeoeuuecenennnnnns

'Exportable Sﬁrplus Potehtial

{"Rellablllty of Exportable surplus

',Relatlonshlp between Supply Instablllty

CIv.

‘1n Zlmbabwe and Potentlal SADCC IMporters ....ecsceee

IMPORT DEMAND CONSTRAINTS edsesssesessaasitasetrannn

EXPORT MARKETING CONSTRAINTS et eeaaaaa.

_CONCLUSIONS AND POLICY IMPLICATIONS S

s ,REFERENCE ..;.‘L.;...;,..g.,..........;;......;...,.

APPENDIX ..........;.;;.}....L};...{...;;.,;........



Tables

1. _'Variance in Annual Percentage Changes o
~in Grain ProductiOn and Intake: 1978-89. c.viseraatraaiis

2. Sources of ‘Production Instability in
Communal and Commercial Grain

. LIsST

OF TABLES

Grain Production._1987 89 o....;;......g.,.;;s,.m;,..a.,.
3.°  Correlation CoeffiCients of‘Sorghum
Production between Zimbabwe and Other
. .SADCC Countries. 1970-86

LIST OF FIGURES

Figures- .
1. official Sorghum Intake and Fxportable ' R
: Surplus' Zimbabwe, 197087 weeevesonoanns TR R
2. Sorghum Deliveries to ‘GMB Deports ;.;.;.;.f;{..f;...;;‘;g5”5

3. Bulrush Millet Deliveries to GMB Depots .{.;.4;0;;,{r§{..

4. Finger Millet-Deliveries to GMB Depots S P

5,?[ Relative. Deviations from Trend in Millet B e
- Production of Various SADCC Countries ;.;,.;;.;;,;,;;,g;h

6§.'ARe1ative DeViations from Trend in Sorghum~-"‘v- LS Tl
_Production of Various Sadcc Countries .;..,.,,_.,g,;;g..3 :

7.  The Competitiveness of Zimbabwean Sorghum

Exports to MalaWi

8. The competitiveness of Zimbabwean Sorghum
‘ f;Exports to Beira

ii



. SMALL GRAINS EXPORT POTENTIAL =
' AND GOVERNMENT OBJECTIVES IN ZIMBABWE:
A MEANS-ENDS INCONSISTENCY? .

I. INTRODUCTION

1

" The potentlal for Zlmbabwe to develop viable small graln export

markets within the 'SADCC region will depend cru01ally on: -
1. Zimbabwe s ability to produce reliable marketed sorghum

and millet surpluses at a cost 1low enough to mne

competltlve with C.I.F. 1mport prlces of coarse gralns in -

other SADCC countrles' and

2. the development of reliable and effectlve 1mport demand
' for small grains among other SADCC countrles.

' Inherent w1th1n condltlons (1) are questlons related to. the
incidenice of response to increased small grain “production
incentives, the strong random influence of weather as a determinant
of small grain export supplies, transport constraints and other
marketing problems.  Within conditions (2) .are issued concernlng

- the reliability of weather-induced import demand within the region,

. the enthusiasm of donors to finance trlangular transactions over
the long run, and the scope for other SADCC countries to translate -
their stated food self-sufficiency goal in reality. This paper
examnines the potential for these two fundamental conditions to be
. met, and more broadly considers whether their achievement would .
- actually be consistent with .Zimbabwe's agricultural policy -
objectives. ' - o ' o : ' o

" Before discussing these issues formally, we consider the. context
and rationale for considering small grain export potential from
Zimpbabwe's standpoint. Shortly after 1ndependence in 1980, the
Government of Zlmbabwe ccommitted itself to improving the
‘productivity and income of smallholders. "However, it became
evident that the Zimbabwean "maize revolution" -- the tripling of.
communal sector grain production and the tenfold increase in
- communal sector sales to the Grain Marketing Board (GMB) between
1980 and 1985 ~- had largely bypassed Zimbabwe's drier communal
. area (Rohrbach, 1989; Amin, 1988). To redress this situation; the
Government in 1984 adopted an income policy for dryland areas using
small grain marketing and pricing pollcy as instruments. In 1984,
“bulrush and finger millet -- crops agronomically suited to semi-
arid areas -- were declared controlled crops. - Sorghum and millet
price were set at levels to encourage expanded productlon 1n the
natlon s dryland areas. The network of : '

- 'small grains are normally defined to consiet'of red and WHite_'
.- sorghum, mhunga (bulrush millet) and rapoko (finger millet).

1



GMB buying points was expanded considerably in low-rainfall
regions.

A half-decade later, the government is still trying to cope with

the costly consequences of this strategy. While successful in
stimulating small grain deliveries to the GMB -- though primarily
from the commercial sector -- strategies to concomitantly

stimulate small grain demand were lacklng As a result, government
.sorghum and millet stocks had risen  to unprecedented levels,
requiring huge price discounts in order to dispose of rapldly
deteriorating stocks. In this glut situation, producer prices of
these crops have been allowed to decline with inflation over the
past five years. In addition millet and red sorghum have been
partially decontrolled, and the extensive GMB collection point
system established in 1985 has been sharply curtailed. Relatively
few GMB facilities remain in the nation's semi-arid regions.

The lesson learned from this experience is that small grain
utilization problems are perhaps the biggest constraints on
increased small grain production. In this context, exploring
opportunities to create new markets for small grain disposal, among
them export markets, assume particular importance. However, the
ability to create such markets (conditions 1 and 2 above) would not
necessarily mean that it would be desirable for government to do
so. The viability of investing in small grain export capacity is
a function of the government's objectives in relation to its small
grain policy. We assume from various policy pronouncements that .
the government primarily seeks through its small grains policy to
promote income growth and food security for the three million:
smallholders 1living 1in semi-arid areas in Zimbabwe, and to
.efficiently generate foreign exchange revenue (Takavarasha, 1990).
Under these assumptions, it is unclear whether conditions (1) and
(2) above -- even if they could be achieved -- would appreciably
promote either income growth in dryland areas or the eff1c1ent
generatlon of foreign exchange.

The remainder of the paper develops the arguments leading to this
conclusion. Section 2 considers Zimbabwe's ability to produce a
reliable exportation small grain surplus, and the potential
beneficiaries of small grain marketing and price incentives
necessary to induce such an exportation surplus. Section 3 and 4
examine the potential magnitude and reliability of import demand
within the SADCC region. Conclusions and policy implications are
discussed in section 5. In particular, we suggest the existence of
a means-ends inconsistency between a policy of deliberate

2 For example, in 1987, GMB sorghum stocks were four t1mesA
hlgher than annual domestic sales. Bulrush and finger millet
stocks stood at 34 and 36 times the level of annual domestic sales,
respectively (Mbwanda and Rohrbach, 1989)



1nvestment in small grain export capac1ty and the goals of 1ncomes
growth among dryland smallholders and efficient forelgn exchange‘
generatlon. o ’

‘IX. PRODUCTION AND SUPPLY CONSTRBINTS j.
2.1 Exportatlon Surplus Potent1a1

The recent experlence of massive small grain stocks has tended to
obscure the fact that Zlmbabwe farmers failed four times since 1980

to produce and sell enough sorghum to the government -to meet

commercial domestic demand (Figure 1). While the reasons for this -
include dellberate marketing policy disincentives these include the

withdrawal of GMB collection p01nts from many semi-arid communal .

areas ‘and lower .real producer prices (1987) as well as drought -
(1980, 1982, 1983), it is clear that sorghum intake during the
1980s has not been- cons1stent1y high enough to generate a reliable
exportation surplus. The three years of clear surplus (1981, 1985

and 1986) were all due.to a combination of abnormally good rainfall

and /or a prollferatlon of GMB buying points. In all three years,
the dellverles came pr1mar11y from commercial farmlng areas. '

These facts should not be construed to mean that Zimbabwe cannot_~
produce a cons1stently reliable small grains surplus, for it surely
can -- given sufficient government resources and commitment. Such -
a commitment may fall into one of the poss1b1e categorles. (1)
investments in improved production and processing technology. (2)
price policy: and (2) 1mproved market infrastructure. While option. .
(1) probably provides the greatest potential in the long run, this .
analysis confines itself to measure (2) and (3) whlch are feas1b1e
,w1th1n the short and medlum run. :

Pr1ce PollCV' ‘

A strategy of attemptlng to enhance incomes and food securlty for
'smallholders in semi- ar1d areas through producer price incentives
for 'small ~grains would_ be  ineffective . and @ perhaps
counterproductlve. .This is clear from examining the skewed nature
of marketed grain surplus in Zimbabwe. Between 1984 and 1989, 45

percent of all GMB sorghum intake came from three GMB depots in the

commercial farmlng areas (Figure 2). Within the communal areas,
GMB ' ‘intake is also highly skewed, owing to the: significant -
variation in productlve potential among smallholders. ~"Intake of
mhunga and rapoko -- crops grown predominantly within the communal
areas -~'came mainly from several high potential ‘areas in NR II and

OIIT (Flgures 3-and 4). In fact, available evidence over the past

few years suggests that most smallholders in Natural Reglons IV and

V, representing -about 60 percent of Zimbabwe's ‘communal sector
population, sell little or no grain at all (Rohrbach, 1989; Chlgume,ﬁf:-
and Jayne, forthcomlng, Hedden-Dunkhorst, 1989) Many are in fact: '
“dependent on the market 'to buy ‘grain or grain meal because they do‘,-

not produce enough to meet thelr own famlly requlrements.*u

3.__» .
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Offlcal Sorghum Intake and Exportab!e
- Surplus: Zimbabwe, 197’0 1987
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.’ FIGURE 3: BULRUSH MILLET DELIVERIES TO GMB DEPOTS
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A higher GMB producer price may rechannel grain sold by a minority
- of surplus producers from local communal area markets to the GMB,
‘thus raising informal acqu1s1tlon prices in semi<~arid communal area
and impeding access to grain by deficit households.? These

. ‘results suggest that under current market arrangements, price

. policy designed to generate an exportable small grain surplus will
have very concentrated benefits and potentlally adverse effects on
gra1n-def1c1t smallholders.

;Market Infrastructure and Requlatlon'

‘-_Selectlve 1mprovements in market access may be a vehicle to

- generate an exportable surplus in the process of channelling
. benefits to a specific strata of the population. For example, the
'~ development of GMB collection points or processing facilities in
“low-rainfall communal areas may induce greater small grain
deliveries from these areas. Alternatively, quotas could be set on
. commercial sector deliveries in order to increase the proportion of
. intake from the communal areas and thus the benefits of GMB market
access. However, both of these schemes suffer from the fact that-
they may extract grain out of local informal markets to the
detriment of food insecure households who lack the resources to
raise production even if the ihcentives to do so were significantly
increased. In addltlon,'these schemes would tend to shift the
- .geographical composition of production and sales from stable

l7fsurplus—product10n areas to relatively unstable, drought-affected

. areas where the GMB has tended to operate . at . a substantial
‘flnanc1al loss, as recent experlence has shown.

o Apart from whether Zlmbabwe could generate a reliable exportable

surplus of small gralns, it is not clear that this would. represent

' the most-effective use of scarce resources, especially given the

. potential that . other- " crops, such as cotton, sunflower and
" groundnut, among others, may promote income growth among semi-arid
..smallholders and generate foreign exchange more efficiently than
- small grains. These issues, subsumed in the general evaluation of
~comparative advantage of small grains in Zimbabwe, are currently
‘}belng analyzed by Masters (forthcoming). The 1mportant point here
. is' that given historical levels of government resources prlmarlly‘
'prlces and marketlng 1nfrastructures devoted to small gralns,'a

. - 3While we have considered only the direct effects of a higher
-;prlce of grain on income distribution, there are potential
secondary effects which deserve greater attention. . For example, a

| " higher price may stimulate acreage expansion among relatively well-

endowed  farmers, e11c1t1ng on employment effect - that. could
concelvably promote incomes among.-the poor. However, preliminary

"_ev1dence in Mutoko and Buhera communal areas suggests that this

secondary effect is relatlvely weak (chigume and Jayne,
forthcomlng) : ' S N : ’



-con51stently rellable small gralns surplus cannot be assured
_2 2 Rellablllty of Exportable Surplus

?321mbabwe s potentlal to develop durable small grain export markets
depends not only on stimulat ng “the -average level of supply
- relative to domestic utlllzatlon, “but on 1ncreas1ng the stability
of that supply. - Exportable surplus (ES), i.e., .the surplus
. -available after domestic: utilization to be wither stored or
‘exported, is .identically equal to domestic deliveries to the GMB
(DD) minusfdomestic sales“(DS),Qrepresenting primarily the demand
. of stockfeeders millers and brewers. : By taking the-variance of be
' decomposed 1nto the follow1ng termS° S T T

(1) VAR (ES) '=,VAR (DD) - VAR (DS) -2*cov (DD< DS)

U51ng data in Mbwanda and Rohrbach (1988) over the 1975 -89 perlod

‘it * is clear that the overwhelming proportion ~variation in
exportable surplus,‘llz percent, was associated with variations in
domestic GMB .deliveries.* . ~ variation in domestic sales was
‘associated: with;~only 14.2 percent of the total variation in

- exportable surplus. ‘This makes it clear that efforts to develocp a

reliable exportation surplus must focus on stabilizing GMB intake
from commerc1al and communal producers. . ,

m.fThe rellablllty of GMB 1ntake is a functlon of the proportlon of
 small grain area cultlvated in the various natural regions.- This
is because the stability of production and intake tend to vary

:hpw1dely between natural regions and relatedly, between commercial

and = communal farmlng ‘areas,’ One indicator of the relative
fmagnltude of 1nstab111ty among data - series: is the standard
. deviation of annual percentage . changes. This indicator measures
" the expected percentage change in productlon from one year to the
next.

- “The fact that thls flgure is over 100 percent is because theh
__covarlance between domestic deliveries and sales is negatlve. ‘This

. . is because as productlon and dellverles are low, more tends to be
‘ 'demanded from:the GMB by stockfeeders and ‘other consumers to make
up for the shortfall, and vice versa.” This phéncmenon has also

;jbeen noted by Blackle (1984) and Lele’ and Candler (1984)

L '5Thls holds 1f the varlable in questlon approx1mates a normal
j.dlstr1but1on, an assumption which is supported by an assessment of
- the'-data" over ‘both ‘the 1975-1989 ‘and. the 1980-1989 “ periods.
Further propertles of this-indicator. are that (1) it 1mp11c1tly_
accounts ‘for any”trend components - in the data, and :(2): it is a’
measure of relative ‘rather than absolute varlablllty and thus _
- accounts for the - fact that sorghum productlon 1n the communal lands -
1s hlgher than 1n commerc1al farmlng areas. :



The resuits_indicate that small grain production and intake since
1975 have been substantially more unstable from the communal sector
than from the commercial sector (Table 1). The expected absolute

" percentage change in GMB intake was over 140 percent from -the

communal sector and about 115 percent from the commercial sector.
‘'The relatively high degree of instability within the communal lands
is partly weather-induced; this' source of instability, which
- becomes more severe as one-  moves into the low-rainfall -areas,
accounts for the single largest source of communal area productlon
instability for both sorghum, mhunga and maize (table 2). The
greater the ‘share of production in drier areas  -- where the
- intended beneficiaries of government small grains policy live --
the more variable the intake, and the greater the risk of having
nothing to export. '

Whlle the magnitude of supply instability is currently extremely
“high, the preceding analysis indicates that national GMB intake may
be subject to even greater variability as more land is shifted from
higher potential zones to relatively semi-arid communal lands that
are more prone to drought. The higher variability of sales from
the communal sector is also due to different strategies for growing
grains between the two sectors. 1In the commercial sector, coarse
grains are primarily cash crops and therefore almost all the grain
produced is sold to the GMB. In the communal sector however,
households grow grain primarily for household usage, and would
attempt to maintain their consumption level during a drought year
be selling less. If, for example, 80 percent of production is for
subsistence, then a 10 percent decline in production would lead to
a 50 percent decline in sales (i.e., from the 20 percent of
_productlon that is marketed). For this reaSon, variability in
~Zimbabwe's exportable small grain surplus is 51gn1f1cant1y higher
than the variability in small grain production.

6See Appendix 1 concerning how productlon varlablllty 1s
decomposed into area and yield components. : :

10



e Table 1
Standard Dev1at10n in Annual Percentage Changes
1n Gra1n Productlon and Intake (1975 1989)
STD of annual % change 1n

- Productlon ‘r-f GMB 1ntake o
(o0 mt) - - ‘(000. mt) -

’cmmmmn-_ |

| SORGHUM'afj tl.-'{ u “ffio4 : l;:f o l144

'MAIZE ',a?_,fﬁl_:‘T :Avgt_53 o .A-“<ftt'1oéf

 cOMMERCIAL'-“‘;‘: - _ .‘i- _ - ,‘ : t'

_éoRéHUM *¥a?i't_at-.~,t-;‘-59A'.": o ia

MAIZE ‘egll; S ose
Table 2

Sources of Productlon Instab111ty in Communal and Commerc1a1
: - Grain Production .

Q,

:‘!tfnof‘?arlance_anproductlcn from:r'
| g’arlahce : Varlance Covarlance
P (AREA) (YIELD)  (AREA, YIELD)
5rc0MMUNAn. | J » | Lo |
MAIZE :':a .--'f7f,;l'a5:f;nf?'"67. '=f'*,2s°;-"”'
COMMERCIAL.‘ | ."A B
CsoreEoM .38 31 34

Source: Food“Security Database,tUZ
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.5_2 3 Relatlonshlp between Supply Instablllty in Zimbabwe and
' Potentlal SADCC Importers.,'f

The foreg01ng analy51s suggests that Zlmbabwe ‘s current ability to

. produce an exportable small graln surplus is greatly affected by

. supply 1nstab111ty,'whlch is in turn largely weather-influenced.
"~ .The degree to which such fluctuation are correlated with production
',and import - ‘demand in nelghborlng SADCC states will crltlcally_
.. effect the development of small graln trade w1th1n the reglon.A

' _The hlgher the rlsk that Zlmbabwe would have noth1ng to export when
other countries neéd grain, the higher the probablllty that self-
'suff1c1ency pollcles ‘will be pursued elsewhere in the region, thus
"drying up the potential for viable long run trading opportunities. .
To the extent that weather affects production among SADCC countries
. 'in a similar way (positive’ correlatlon), the more likely tkat high
* import demand in other countr1es will coincide with lower export

";potentlaln in Zimbabwe. - However, if production in Z2imbabve

fluctuates inversely with production. in neighboring countries
(negative correlation), the more likely that high import demand in

*»ﬁothergcountrles will coincide with large exportable surpluses in

Zimbabwe. - Table 3 presents correlation coefficients for sorghum

a'productlon anong seven- SADCC states, hlghly so in the case of

'hZambla and- Botswana, two potential small grain importers. This
,result dampens, ‘but in no way precludes, the development of small
graln export potent1a1 in Zlmbabwe.,' : :

‘One 1mportant quallfler to the above is that an export nlche for

. specific types of sorghum may be developed at fairly low cost. For

',example, ngh-quallty ‘red - maltlng sorghum may be consistently

" demanded irrespective of the weather, by foreign commercial brewers

-;w1th1n the "SADCC region. - Moreover, . commercial millers have
_indicated that they represent a ready market for high quality white
sorghum if the: gralns could be sorted during the marketing process

fhgaccordlng to. graln kernel size and sold accordingly. - This would
v;_requlre more rlgorous grading and standardlzlng procedures at the
".GMB, - but could bring high payoffs in. terms ' of capturlng what

appears to ne .an unmet demand for hlgh-quallty sorghum, Demand by
‘foreign commercial millers - and brewers,-apparently driven more by

- quality standards rather than domestic production shortfalls, would -

be less affected by weather  fluctuations. The major 11m1tatlon'
“here lS that the volume of demand would nevertheless be quite.
. <small g o . - Lo : I




Table 3

Correlatlon Coefflclents of Sorghum Productlon between .
Zlmbabwe and other SADCC Countrles' 197Q 1986 -

| | i Zlmbabwe
BOTSWANA - e PR
‘ZAMBIVAA-“‘.Y', - S .49 3
CTawzanTA o s
‘MoCAMB:I_QUE' o : 21 o
.LESO'l‘H:O S o °6

Source: Technosynes1s and FAO Productlon, Yearbooks, varlous -
: , years,, : : o

'Three conclus1ons . may be drawn ‘from the dlscu551on ‘thus far.
First, Zimbabwean small grain production is . h1gh1y varlable and
pos1t1vely correlated with production fluctuations'in other SADCC
states. This increases the risks of investing in surplus small
graln productlon, since ‘in a good rainfall year. throughout the
-region; Zimbabwe may find itself with a large exportable surplus
“and -few external markets in which to dlspose of it Second," the
thlgh variability of sorghum and millet intake means.‘that the GMB
‘may have little to export in éxcess of doméstic requlrements during
“drought years.f Despite ‘high stocks in recent years, Zimbabwe has
‘not been.able ‘to produce a consistent ‘small grain surplus since
'm1970.vK~A- greater allocation: of government resources' ‘will be
 necessary-to apprec1ably st1mulate the. level of surplus required to

. make. Zimbabwe a reliable exporter.: Third, the ability for Zimbabwe

~_to produce a consistent exportable surplus will depend ‘crucially on
~ the proportlon of small grain cultivation in the- higher potential
-areas, -especially in Natural Regions II and III. ‘Unfortunately,

* - this presents somethlng of a means~ends inconsistency. Enhancing

. the incentives . for small grain production and marketing in the high
- potential areas appears to be necessary for viable trade potential,
“~but these. 1ncent1ves would be captured primarily by people other

" 'than" the intended beneficiaries of the government's small grain .

_ pollcy - Improved technology " approprlate for low-rainfall areas
- ‘appears to be necessary before the link between small grain trade
and enhanced: 1ncomes for communal farmers 1n seml—arld areas. can be

,.establlshed
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III. IMPORT DEMAND CONSTRAINTS

Given the thinness of the world market for small grains, coupled
with the high bridging costs of exporting grain from landlocked
Zimbabwe to world markets, the scope for commercial small grain
exports appears to be limited primarily to neighboring SADCC
markets. This theoretical limitation has been born out by reality:
since 1970, Zimbabwe is commercially exported less than 20,000
tonnes of sorghum, primarily to it SADCC neighbors ( Mbwanda and
Rohrbach, 1989). ‘Hence, to state with, Zimbabwe's . potential
commer01a1 clients will comprise a narrow range of countrles°

A prerequisite for "potentlal" is a deficit in one or more of these
countries for which effective demand exists. Zimbabwe's purpose
for developing a small gralns exportable surplus.is of course not
to present gifts. A major intention, we presume, is to earn
foreign currency. However, with the exception of Botswana,
Zimbabwe's potential SADCC trading partners suffer from severe
foreign exchange constraints and non-convertible currencies.
Triangular transaction arrangements could offer a solution to this
problem, from the standpoint of both Zimbabwe and its grain deficit
neighbors, but small trade built on this foundation would be
dependent on continued- donor largess. At least in the short and
medium-run, foreign currency shortage will constralnts effectlve

demand in the SADCC reglon for all grains. '

Since most of the nelghborlng countries will prefer to offer non-"
convertible currencies, it may be in Zimbabwe's interest to explore
whether mutually beneficial barter trade could be developed,
involving small grain export. :

As mentioned above, the greatest potentlal for a durable effectlve
demand for small grain may come from the commercial brewing
industries within the region. High-quality sorghum with desirable
malting characteristics may fetch an attractive price, but demand
is fairly limited. Demand for sorghum as-a livestock feed is
constrained by .relatively low per capita incomes in the regidn
needed to fuel commercial livestock consumption, and by price
;xﬂlcles that make ‘maize relatively cheap compared with small
grains. .

An evaluation of the potential for Zimbabwean small grain exports.
must distinguish between three types of potential importers: (1)
those countries.with a trade potential based on structural deficits
and effective demand; (2) those countries with structural deficits
but low effective demand; and (3) those countries approaching self-
sufficiency and sporadically entering the market as importer only
when rainfall is poor. Although countries fitting under the first’
category offer the most promlse for the development of durable
trade 1links, dew countries in the  SADCC region fit- this
description. Botswana may most 'nearly' fit category (1), yet.

13



Zimbabwe will continue to face stiff competition from the republic
. of South Africa (RSA) to supply this market. The RSA's continued
. willingness to heavily subsidise its graln exports will greatly
affect the size of Zimbabwe's future grain export market in the .
_Areglon. It is apparent from the dearth of small grain trade within
" the entire SADCC region that most countries most nearly fit into.
: categorles (2) and (3). - The degree to which millet. and sorghum
- production fluctuates among Zimbabwe's potential tradlng partners

(Flgures 5 and 6) 1nd1cates a hlghly uncertaln and varlable export
market : : : . - :

14
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Iv. EXPORT MARKETING CONSTRAINTS

In an env1ronment of deterloratlng transport capac1ty within the
SADCC region,  the logistics of exploiting trade opportunities
become more difficult, especially for relatively high-volume/low-
value commodities such as sorghum and millet. The competitiveness"
of Zimbabwe's small grain exports in relation to exports from
* foreign suppliers is presented in Figure 7 and 8. From the
‘standpoint of Malawi, for example, it would not -have been"
"economically viable to import sorghum from Zimbabwe under
-commercial terms at any time since 1980, since it could have been

-acquired at.. lower cost from the would market. A similar
. "observation held for all import markets requiring ocean freight,
‘'such as Somalia or Ethiopia (Figure 8). The contribution of

‘transport constraints to Zimbabwe's status as a hlgh cost suppller’
‘is illustrated by the fact during most years since 1980, it was
~less costly to move a tonne of grain to Llilongwe, Malawi from the
US Gulf than to transport it overland from nearby Harare. This
-'suggests that apart from subsidised sales or triangular
transactions,fzimbabwe's small grain export niche is very narrow.

Export agencles for any commodlty need to know the type of agency
. that will be their customer in other countries, specifically the .
. small grain quality characteristics sought by various potent1a17
" buyers. In Zambla, for example, 1local producers and traders.
;1d1str1bute graln through well established and sometimes elaborate’
*‘distribute grain through well established and sometimes elaborate
. market networks. Local traders are well aware of the tlmlng of

disposal on their markets and the quality characteristics that are s
- . preferred ny industrial and non-industrial consumers. As mentioned

above, opaque beer producers prefer sorghum'varletles with specific

-malting charactéristics. A small grain export strategy in Zimbabwe
that estimates potential demand for these specific niches and then
'attempts to produce the desired varieties may more successfully
develop a durable, consistent regional small grain trade than a
strategy that looks at neighboring countries as places. to vent

_Vsporadlc surpluses durlng years of good whether and/or hlgh stocks.

A selectlve targetlng strategy based on consumptlon preference in
other countries would also be more impervious to the unpredictable B

impact of food aid injections into the SADCC region. For example,

'1;f0od”aid;organization dealing with famine relief, while neCeSsary<f”

- to reduce hunger, may present major dlslocatlon in the graln,
economy of regional surplus producers such as Zimbabwe. It is =
certainly not inconceivable that future commercial sales of
Zimbabwean small grains are crowded out by subsidised or free grain -
from donor countries suffering from excess supply problems. - In

such an environment, deliberations regarding a long-run small grain =

export policy in Zlmbabwe may strongly benefit from consideration.

of the potential impacts of the political economy of 1nternatlona1‘3{'

graln markets.
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. FIGURE 7: SORGHUM IMPORT PRICES AT MALAWI BORDER
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' FIGURE 8: INTERNATIONAL SORGHUM PRICES AT BEIRA PORT
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_Internatlonal flnanc1al markets may also 1nf1uence the’ v1ab111ty of
-small grain export transactlon in partlcular cases. Since most

.grain transactions dre denominated in US dollars or a similar hard

. currency, volatile exchange. rate fluctuation may greatly affect the_
_operatlng account of the GMB. :

Flnally, the over v1ab111ty of small graln trade ‘within- the reglon
»depends greatly on the infrastructural and institutional progress
made in promotlng overall trade and 1ntegrat10n within SADCC. 1In
this sense, enhanced small grain trade potential may be a positive -
side affect of broader efforts to vivify - SADCC reglonal
- integration.. Such benefits, however, must be seen as long-run in
nature, and do not appear. to be on the 1mmed1ate horizon.
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'_1'v CONCLUSIONS AND POLICY IMPLICATIONS L

Agrlcultural pollc1es are conce1ved and 1mp1emented 1n order toh':ﬂ
‘benefit some group or groups. Whether or not small grain ‘exports -

~ from -Zimbabwe should be promoted depends. on the government'

objectives with respect to its-small graihs policy. - We have,'::

 -assumed that these objectlves include an equlty d1men51on,f to

s,promote incomé growth among smallholders in areas which have

_Ifbenefltted 11tt1e from the. "maize revolution" and an eff1c1ency -
"~ dimension =-to generate the greatest’ forelgn exchange from a glvenb

:level of natlonal resources..

f.In thls regard the development of a v1ab1e sma11 graln export
}.potentlal 1n Zlmbabwe w111 be affected by the follow1ng p01nts'~‘

-1sp-21mrahwean small gra1n productlon is p051t1ve1y correlated,
" with production in other SADcCC countrles,‘due to somewhat .
g homogeneous weather patterns in the region. This patiern of. .

- synchronous production fluctuation raises the risks of

investing 1n surplus production capac1ty, since good weather:
‘evaporate. at the same tlme that ?lmbabwe produces a iarge_i

‘ehportable surplus°

2. -Small grain productlon and sales in Zimbabue are highly

~concentrated. Commercial farmers account for about 75 percent -

: ‘of GMEB red sorghum intake. One~half of all smallholderA

sorghum deliveries during the bumper harvest of 1985 came from -

five of Zimbabwe's 162 communal areas. ° In this settlnq

awrumpts-to induce greater. small grain sales for export by
- raising producer prices will have very concentrated benefits, -
and mav actually exacerbate the welfarée of those that the -
'em\’“‘rment presumably is most -actively trying to .improve. °

';nsofar as high ‘GMB prices raise local village sorghum and

o millet prlces, the poorest producers facing productlon,
. deficits are being forced to pay more for thelr gfaln (Mbwanda_.

f»fand Rohrbach 1989)

L

'f;3}>i Whltt sorghum, grown ma1n1y in communal areas, mav offer the

greatest compatlblllty between government obJectlves and’

~-enhancad small grain exports. A limited but durable export

~ demand may be generated. from SADCC commerclal mlliura
- -attempting - to reduce forelgn exchange costs of bread

:<manufactur1ng - However, better gra1n size standardlzatlor 15;'l1
~1necessary at the GFB to translate thls potent1a1 demand rrto"

"zeallty

) qu"'lmport demand forismall‘grains within the SADCC region.is-VeKY'

thin and specializaed. The longer run prospects for a broader.
- regional demand are uncertaln, due to uncertain future income

growth within the region as well as  the lengstanding

proclivity of nslghoorlng countrles to pursue self-suff1c1ency_*“-

'objectlvesb
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“aDeveloplng durable marketlng 1nfrastructure and 1nformat10nu .
- .about. 1mport opportunltles is costly, and might not be cost'f-
= effectlve 1n terms of expected low trade volumes.._-~ = :

,‘“,Present forelgn currency regulatlons are obstacles to trade,'.d
~--and the same barriers limited 1ntra-reglona1 SADCC trade in

- - general ‘also’ apply to. small gralns 1n partlcular (Koester;
'ﬂi;1986 Klngsbury, 1989) e _ : o : .

Vfﬁ;Crops budgets w1th1n the.Mlnlstry of Lands for small graln andV.';
. other exportable crops economlcally well-sulted to semi-arid -

:“i;jareas must be carefully analysed in order to evaluate the_ﬂ

relatlve eff1c1ency of foreign exchange generatlon from small

e grains. “It appears to be a common perception that cotton and.
.7 . sunflower may generally afford better returns on world marketS'?
' ~than ‘most 'small graln varletles. More detailed analysis of

'f”Icrop ‘budgets ' under. . a variety of -communal . and commercial

.~ farming. characterlstlcs would be valuable in .¢larifying the .

.. cost-effectiveness: of long-run investments in. sorghum ande‘ﬁ

-ﬂ53ﬂ{mlllet productlon and marketlng to. stlmulate exports.'
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APPENDIX 1

The source of ‘production 1nstab111ty may be determined"bY'
decomp051ng the variance of annual percentage changes in production
into area and yield components. Starting with the identity -“that.
production (PROD) equals the product of area (A) and Y1eld (Y), the:
'total derlvatlve of. productlon is:

d(PROD) = Y*d(A) + A*d(Y)
D1v1d1ng both 51des of . the equatlon by PROD glves*

d(PROD)/PROD = d(A)/A + d(Y)/Y
Taklng the varlance of both s1des glves.
Varlance [d(PROD)/PRODj Varlance [d(A)/A] + Varlance [d(Y)/Y]

+ 2*Covar1ance [d(A)/A d(Y)/Y]

ThlS technlque allows one to discern the proportlon of productlon
variation attributable to yleld and area instability as well as the

interactions between = them -The results of the deoompo51t1on_ '

technique are presented in Table 3.
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