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CHAPTER FIVE

FOOD AID, INTRA-REGIONAL TRADE AND ECONOMICS
DEVELOPMENT IN SADCC*

Mudziviri Nziramasanga

INTRODUCTION

This paper focuses on two related Issues. The first is hov 
food aid in general can be given without impeding domestic 
production. Since it is probably not certain that any policy 
measures can be totally effective the focus may be best on how to 
best minimize the negative Impact. The second issue to be

i

examined is how food aid can be utilized to promote intra-regional 
trade. In addressing both issues we first outline briefly the 
major variables that determine the level of production, be they 
market forces or policy decisions. We then review the economic 
literature on the Impact of food aid on the recipient country, 
most of which was stimulated by the concern over the volume of 
PL480 transfers to India over a period of over ten years. These 
two approaches are then married to produce, as it were, 
suggestions on the empirical methods of managing food aid so that 
it does not Impede the progress toward meaningful (l.e. efficient) 
food self sufficiency at both the country and regional level.

Literature on the subject has focused on food aid for
development as distinct from emergency aid. The distinction could
be considered academic. Isenman and Singer (1977) point out that
the major purpose of food sld is to feed the hungry. To the
extent this is true all food aid can therefore be considered

emergency aid. Since malnutrition saps the ability to work and
productivity then food aid can also be considered an essential
element for development, whether the need for such aid is
*Paper originally presented at a conference on The Political Economy Of Southern 
Africa sponsored by The Overseas Development Council, Washington D.C.,
September, 1986.
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generated by a long-tera structural Imbalance or a abort term 
disruption In the production process. Indeed even the distinction 
between short term disruption and long term structural problems 
maybe very difficult to make. The food shortages In Ethiopia, 
Sudan and Mozambique may have been exacerbated by the drought or 
even started then, but the Impact has become a long-term 
development Issue. Because of this Inter-relationship, no attempt 
will In this paper be made to distinguish between emergency aid 
and development aid.

Another problem has to do with the definition of 
self-sufficiency. Most of the literature does not attempt to give 
an economic Interpretation of what has become. In addition, an 
emotional and political Issue. Blgman and Reutlinger (1979) 
define self-sufficiency in terms of trade. A country is 
self-sufficient In the sense that, in a 'normal* year when both 
the country's production and world prices are at their mean level, 
there would be no price differential between the country and the 
world, and thus no incentive for trade. Such a definition Is 
rather absolute and may require qualification In the real world 
where there is hardly a world price that la totally market 
determined due to the existence of subsidies to producers, and 
where commodity names make such wide disparities In product 
characteristics as to jeopardize the concept of a single market; 
corn prices quoted In Houston apply to yellow corn and may not 
necessarily reflect the *world* price for white maize where there 
are a few "large* surplus producing countries in any given year.
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Indeed, as Schuh (1979) and Schultz (i960) point out, food aid In 
the United Statea vas an attractive alternative way of disposing 
of a huge surplus whose existence vas evidence of an excess supply 
at the prevailing domestic prices. Disposal of these excess 
supplies through the normal trade channels would in fact depress 
world prices. The existence of these stocks thus indicated the 
presence of an Imbalance in the world market as well. While food 
aid has shifted from being chiefly a disposal activity and has 
become an important component of foreign aid for both the U.S. and 
the EEC, the1 presence of these stocks nevertheless still indicates 
an imbalance in their collective (and therefore the world market) 
markets and casts doubts on the existence of a stable, market 
clearing world price.

Finally, the "incentive" to trade could be generated by 
factors other than deviations from "normal" production, the most 
obvious of these being the foreign exchange rate. The definition 
of self-sufficiency could however be used, with the provision that 
a price"differential could exist but would not be large enough to 
stimulate trade or that if trade in food products existed in a 
normal year it would have a negligible negative effect on the 
balance of payments of the country or region.

THEORETICAL CONSIDERATIONS
A different body of literature has determined that the 

small-scale farmer in developing countries is much like any other 
farmer in that he responds to market and other policy incentives.
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He seeks to maximize his net income (revenues less costs) subject 
to the technology available, the prices of output and inputs, the 
timely availability of those Inputs and the ease with vhich the 
output can be marketed. For ease of analysis these factors all 
boil down to factors affecting the demand for the output (vhich in 
turn determine directly or indirectly producer prices) and the 
supply of that output. An increase in demand vill translate into 
higher consumer (and producer prices) and, given appropriate 
policies, this vill give appropriate signals to produce more food. 
An Increase in supply (given the demand situation) that generates 
excess stocks vill stimulate a dovnvard trend in prices, thus 
depressing domestic production.

This impact of an Increase in supply has been the basis for
criticizing food aid. By Increasing the availability of food it
depresses consumer prices. This is translated directly or
indirectly into lover domestic production. In addition, it is
alleged that the deflationary Impact of food aid Involves very 

_ •little domestic budgetary costs and is thus an attractive option 
to policy-makers vho then are less Inclined to Implement the more 
unpalatable policies aimed at attaining self-sufficiency from 
domestic production, since these vould Involve agricultural 
research outlays and higher urban food prices. If the transfers 
are large enough they could depress domestic prices to a point 
vhere there is no incentive to generate commercial trade in food, 
and a dependency situation is thus reinforced: unpalatable
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policies are avoided at the cost of domestic production and the 
dependency on aid.

This brief summary of the analysis of the potentially 
negative impact of food aid Is based on some very strong 
assumptions. The first concerns the determinants of prices. 
Downward or upward movements In prices are not generated by 
changes In supply alone. Rather It Is the existences of surpluses 
or deficits that generates the tendencies for prices to change, 
and these surpluses/deflclts must be a relatively significant 
proportion of "normal" supplies for such price movements to be

i

relevant.
In the case of emergency aid In particular, it Is highly 

unlikely that these short-term inflows are of such a magnitude 
that they generate a significant decline in consumer and producer 
prices. Even such a large program as the PL480 shipments to India 
were not large enough to generate substantial net downward price 
movements. The dynamics of producer price determination add 
another-complication. Unless producer prices are market 

determined food aid may depress consumer prices but this would 
have to be translated into lower producer prices the next season 
if the aid is to have a negative impact. Guaranteed producer 
prices in most countries rule out the full impact of market forces 
and introduce policy as another, and probably more important 
determinant of what producers expect from their output.

Theoretical economic analysis of the impact of food aid on 

domestic production was best summarized by Fisher (1983). Under
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some assumptions about, total supply he shoved that the impact of 
imports of food (read, food aid) on domestic production is 
inversely related to the sum of the responsiveness of producers 
and consumers to changes in the prices they receive and pay 
respectively, as veil as the ratio of total demand to total supply 
of food.‘

Dudley and Sandilands (1975) looked at the post-1963 
situation vhere PL480 shipments came tied to commercial Imports. 
The recipient country had to pay for Insurance and shipping (on US 
vessels) and In addition pay 15 per cent of the f.o.b. price as 
dovnpayment. The cost of aid thus Increased since each ton of 
PL480 shipments vas tied to commercial imports. Policymakers in 
countries that faced a structural problem and thus needed long 
term food aid had to try and satisfy domestic demand at minimum 
cost using three potential sources: local production, food aid and 
commercial imports. The result is the same, except the domestic 
price becomes an explicit policy variable, and the level at vhich 
it is set at in effect determines the socially acceptable level of 
food Imports and food aid. In the case of Colombia vhich Dudley 
and Sandilands studied, this price vas set at a level that did not 
reflect the full cost of food aid, and so domestic production 
declined. So much for the negative price effects.

1 In economic Jargon, the percentage change in domestic 
production Induced by food Imports is equal to the Inverse of the 
sum of the price elasticity of supply and that of demand, the 
latter appropriately velghted by the ratio of total demand to 
total domestic production. The higher the price elasticities, the 
lover the impact of Imports on domestic production.
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Isenman and Singer point out that the primary aim of food aid 
la to feed the hungry, particularly the nutritionally vulnerable 
groups, without a significant Increase in the use of budget 
resources. Food aid does this by helping to contain food price 
Increases and reducing price variability (and thus increasing 
welfare). They aid development by easing a major constraint on 
output and employment. This is because at low income levels a 
proportionately larger share of income goes to food grains and 
less to savings. Food aid as an income transfer thus raises real 
income and savings. On the other hand, they point out, the 
responsiveness of both supply and demand to prices is very low 
anyvay. A one percentage point decline in producer prices vould 
generate at most a 0.1 to 0.2 percentage point decline in domestic 
production, and its impact in fact can be neutralized by other 
factors such as the veather or timely availability of Inputs.
Their argument thus is based on food aid as a form of income 
transfer whose impact can be to generate an even higher demand for 
food, particularly If It was distributed outside of the normal 
market channels (at government subsidized prices, for example).

EMPIRICAL EVIDENCE THUS FAR

There are thus two countervailing forces at work. Food aid 
(whether short-term emergency aid or of a long term nature) is an 
Income transfer from the donor to the recipient country. As 
income, it generates additional demand for all Items, Including 
food. This additional demand of course can be channelled to
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domestic sources of supply, particularly if such transfers are 
done outside of the normal marketing channels so they do not 
significantly affect producer prices. On the other hand, food aid 
does increase supplies and has a tendency to depress prices, thus 
acting as a disincentive to domestic producers. Policymakers also 
tend to become more dependent on it and are loathe to make some 
hard decisions that are necessary for the country to be 

self-sufficient in food.
Which of these has been more dominant in practice, the price 

effect or the ̂ income effect? The answer would seem to depend on 
the set of policies adopted by both the donor and recipient 
countries. Unfortunately, the empirical evidence is still sparse.

As already pointed out, Dudley and Sandilands concluded that 
PL480 shipments when tied to commercial imports had a net negative 
Impact on the domestic wheat production in Columbia. Imports 
increased at the expense of domestic production. However, this 
was predicated on a policy of setting domestic prices that did not 
fully reflect the cost of Imports. Hall (19861) shoved that PL48Q 
wheat shipments to Brazil were beneficial to domestic production 
because of the policy of that country to use the counterpart funds 
generated from the wheat sales to support producer prices. In 
this particular case, the relationship between producer and 
consumer prices was in fact reversed through a conscious policy 
decision. Roger, Srlvastava and Heady (1972) shoved the Impact of 
food aid can be beneficial if channelled through distribution 
outlets outside of the normal commercial pattern. Kydd and Hewitt
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<1986) think the World Bank programme that provided structural 
adjustment loans to Malawi permitted imports(including food) which 
allowed the government of that country to maintain its expenditure 
programmes which benefitted, among others, the peasant farmers. 
This is another variant of the income transfers approach. Schuh 
(1979) seems to make a case for dumping excess agricultural 
products on developing countries because of the potentially 
positive income distribution effects. By depressing consumer food 
prices there is a positive real Income effect, which, if properly 
targeted fojr the poor, could be beneficial. He also asserts that 
PL480 shipments since the 1960s have aided the market development 
of such countries as Taiwan, Republic of Korea, India, Indonesia, 
Egypt, Japan and Spain, and this has led to an increase in their 
commercial Imports of food from the US. This market expansion has 
been partly the result of increased per capita Income, and as 
such, Schuh argues, is part of the development process.

Maybe this is true in the case of the countries he cites. It 
could be* quite possible that the market development could 
theoretically lead to quite a different type of substitution -that 
of the new Import at the expense of domestically produced foods. 
Thus food aid *hooks" the domestic consumer to Imports at the 
expense of the domestically produced product. Consumer welfare 
may Increase but that of the producer declines. Finally Schuh 
also cites the significant budgetary support that food aid gave to 
India and Bangladesh. The latter apparently received food aid 
equivalent to 25 per cent of its budgetary resources. This
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theoretically allowed It to maintain Ita public expenditure 
levels. Including support of local agricultural producers.
Whether this can be considered beneficial or not depends on the 
effectiveness of such support.

On the same lines one can cite the example of the powdered 
silk given as food aid to Zimbabwe over the period 1982-63. The 
allocation, made in July August 1982, was for 4,8(90 tones of milk 
powder and 1,880 tones of butter oil, all of which was designed to 
meet an already existing excess demand. This was not a case of 
lnterruptlbn in supplies; rather it was the result of increases in 

demand stimulated by an increase in real income accompanied by the 
impact of consumer price subsidies on milk. While the 
price-induced component of the deficit could have been corrected 
by increasing the price of milk, the solution preferred by 
policymakers was that of imports to increase supplies. There was 
no need for an income transfer. Similarly, there would be no 
producer price since that was controlled by the state; producers 
got a guaranteed price. The development aspect would be promoted 
by the use of counterpart funds (generated from the sale of milk) 
to subsidize peasant milk producers so as to enhance their cash 
incomes and nutrition levels. There would be a minimal impact on 
the government budget.

The benefits accruing to the consumers are evident: a milk 
shortage was alleviated. Those accruing to domestic producers, 
however, depended on the effectiveness with which the counterpart 
funds were used and the additional supplies of milk generated.
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The price effect would be zero unless policy makers were to lower 
producer prices as domestic supplies increased. As of August 
1986, however, the Incremental output has yet to be realized, 
although the sales have generated about 86 million in counterpart 
funds out of the estimated total counterpart funds to be generated 
by 1986 of $27 million.•

Another food aid programme was Implemented at the same time 
as the EEC skim milk powder sales, and the counterpart funds so 
generated were also earmarked for the development of the dairy 
Industry. Ajbulk milk tank delivery system was Introduced in the 
large scale commercial farm sector using Norwegian aid funds.The 
rental of the bulk tanks currently generates $160,000 annually; 
they are expected to reach $350,000 annually or a total of $5.25 
million over fifteen years. These funds are specifically 
earmarked for the development of the peasant sector milk 
production development programme.

So far only $1.6 million from both programmes has been 
disbursed. The EEC requires the formulation of a National Dairy 
Policy and Programme before the funds can be disbursed. A dairy 
development policy document was developed in 1985. It envisages 
the expenditure of $10 million of the counterpart funds and US 
$3.0 in forelgn exchange. The foreign exchange component was not 
available at the time the programme was drawn up and this will 
have to be made available either as additional financial aid or •

• See Dairying Developmert in Zimbabwe; A Policy Paper. 
Ministry of Lands, Agriculture and Rural Resettlement, October 
1985.
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diverted from other projects. This delay could have been avoided 
had the programme been Identified as part of the national 
development plan prior to the generation of counterpart funds. 
However, this was too soon after independence for development 
priorities to be well specified and It may be that the dairy 
development programme will not cause any resource mlsallocation. 
The point, however, has been made.

To summarize, the main purpose of food aid should be borne in 
mind. The transfers are designed to feed the hungry and the 
primary concern, as Reutlinger (1984) points out, should be the 
efficient transfer of this type of income. The Impact of such 
transfers on producer prices and domestic production, while 
important, are of secondary Importance. In addition, It would 
seem from all the available evidence that these negative effects 
can be Identified and their Impact on domestic production 
minimized through appropriate policy and administrative measures.

Anerther Issue has to do with the "food-for-work" concept and 
using food aid to stimulate production. Zimbabwe has a policy of 
distributing emergency food In return for services rendered. Host 
of the work Involves public or community projects and 
non-governmental organizations are supposed to adhere to the 
policy. The merits of such a policy with respect to the creation 
of rural infrastructure are evident and need no repetition but the 
benefits can only be realized If the projects are within the 
overall development concept for the region.
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Problems appear because most. NGOs are not efficiently 
organized for the dual functions of food distribution and project 
management. There have been recent complaints about NGOs not 
demanding services from the food recipients in the Matabeleland 
Province. Such projects could be justified to the extent that 
they were a local responsibility in the first place and the 
services being rendered are not a substitute for central 
government budget outlays (because that vould imply an Inequitable 
regional distribution of resources). Otherwise,it vould be far 
more useful^ to distribute food aid and let the individual utilize 
this income transfer on the basis of their ovn preferences.

The most important cause of the potentially negative Impact 
of food aid on domestic production seems to be its depressing 
effect on producer prices. As suggested by Rogers, Srivastava and 
Heady (1972) one way to minimize this problem vould be to market 
food aid through separate channels. Such a special concessional 
marketing channel could be the use of non-governmental agencies to 
distribute food aid to target groups or direct government 
participation in the process. The result is to drive a vedge 
between Income transfers and producer prices such that the first 
does not cause an undesirable change in the second.

This process, in my opinion, is not necessarily a panacea, 
however. First, non-governmental agencies may be well adapted to 
deliver emergency supplies, after which supposedly they vould hand 
over their functions to regular agencies. No problems should 
arise to the extent that such Income transfers have to be



90

separated from the 'normal* market activities. It becomes a 
different story to say that they should effect the delivery of 
long term development food aid through a systematic marketing 
system of their own. Just because that channel exists does not 
guarantee thBt transfers among users will not occur. When they 
do, an Informal market network is bound to develop and producer 
prices will be affected.

Even if this separation were effected the differentiated
market system will have to end at some point and an integrated
commercial system take over. Otherwise the additional domestic
production will not be realized for lack of an efficient marketing
system. Creating a separate distribution system may have its
positive income transfer effects but it eliminates the possibility
of using the aid flows to develop and strengthen the normal market
channels. The current, massive food aid programmes by such NGOs
as Band Aid may be suitable for delivering emergency relief
supplies but the infrastructure they use may turn out to be very 

_ *difficult to Integrate into the normal systems should production 
in the drought stricken areas recover.

To use such outlets or even government-run delivery systems 
would be to create an aid-enclave outside of the "normal" 
development channels. A way out of this dilemma would be to 
differentiate the product by source rather than by marketing 
outlets, and to create a two-tier price system. Thus domestic 
producers get a producer price that reflects the appropriate 
incentive while the food from aid projects is labelled as such and
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marketed through the regular channels but at designated lover 
prices, and only to the target groups. This vay, the Income 
transfer effects are preserved vhile the impact of aid on domestic 
producer prices is mitigated.

This problem takes on a slightly different tvlst in the SADCC 
region because of the Importance of transport costs. The price 
effect of food aid is eliminated by the existence of marketing 
boards and guaranteed producer prices. In Zimbabwe the evidence 
points to a level of producer prices that do not reflect the 
landed cosits of such imports as maize, beef and milk. A study in 
1985 shoved that the maize producer in Zimbabwe received a price 
in 1981 that vas about Z$38 below the f.o.r. price of exports. 
During the drought years 1982-83 there vas a positive subsidy of 
ZS22 and Z$67 per ton respectively, but in 1984 the producer was 
paid a price that vas Z989 below the import price, and this vas 
during a drought period. A similar situation held true for beef 
and milk. The World Bank also established that marketing boards 
in Malawi for a long time paid producer prices that were below the 

landed cost. In such a case food aid could be given subject to 
the provision that it is sold at a price that reflects the 
opportunity cost, and the realized proceeds are used to subsidize 
the producer price in the following season. The same can be 
applicable to countries such as Mozambique and Botswana where 
there will be a structurally-induced food deficit for a long time
to come.
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Food aid will also benefit domestic production If It Is over 
and above the normal financial aid, l.e., It provides additional 
resources. The financial resources are a more effective form of 
income transfer and help to expand overall demand. If the aid is 
sold and generates counterpart funds then they must be used In the 
context of development programmes, and not tied to some other 
donor-oriented goal.

Sen (I960) asserts that should the aid be tied to projects 
outside of the development programme then the tendency is for 
policymakers £o regard the counterpart funds as additional 
resources. They would then divert material resources to these 
projects, thus leading to inefficiency and inflation. This may be 
the case of the EEC powdered milk programme in Zimbabwe. Some of 
the projects in the programme to utilize the counterpart funds had 
been rejected from the public sector Investment programme for lack 
of funds. Some appear to have been added in 1985 when the 
availability of funds was assured. Now, the problem is that the 
counterpart funds do not necessarily augment the scarce domestic 
resources needed for these projects; neither can they be Imported 
save by diverting foreign exchange from other projects. Zambia 
also is having problems in utilizing the counterpart funds 
generated by the sale of about 18,000 tones of cereals per year 
since 1981 as well as dairy products.

If the food aid must be deducted from the total financial aid 
programme then the value of this food aid should reflect the 
landed cost of the commodity using world prices. Schultz (1960)
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contends that some costs charged to PL480 food shipments (sVich as 
the higher transport charges paid to U.S. shippers) do not add to 
the value of the commodity to the recipient country. To SADCC 
such conditions can have very significant negative consequences.

When Zimbabwe purchased wheat from the United States in 1986 
(In a triangular deal) it insisted on an f.o.b. Houston price 
quotation and the freedom to choose the shipping company. The 
decision saved almost S700,000 in shipping 7,000 tons of wheat.
It is not always the case that unit production costs in the

i
recipient country are lower than those of the donor. In fact in 
the case just cited, Zimbabwe is a relatively high cost wheat 
producer. On this basis alone and in the absence of a foreign 
exchange constraint Imports would be an efficient way of 
satisfying the demand for wheat. However, wheat is a winter crop 
and the lack of alternative land uses at that time lovers the 
social costs. Transport costs from traditional suppliers make 
domestic production an even more attractive proposition, 
particularly in the face of a balance of payments constraint. 
Should donors insist on using their own national lines then the 
difference between the cost and what would have been paid under 
aore competitive conditions should be covered by financial aid 
that is over and above the normal levels. Subsidies to donor 
domestic transporters or producers should not be at the expense of 
aid recipients.

Finally donor countries should simplify the bureaucratic 
procedures and administrative infrestructure associated with
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receiving food aid. A case In point Is.that of Zambia. Since 
launching the Operation Food Production In 1980 Zambia has had a 
Government of Zambla-EEC Joint Committee (1982) vhlch produced 
another plan of action "Special Programme of Action Against 
Hunger". The World Bank then stepped In and the discussions of 
structural adjustment policies led to a document, "Restructuring 
In the Midst of Crisis".

This was the basis for a Consultative Group meeting in May 
1984 which discussed a food strategy among other Issues. This 
Group met two more times In 1985, but it had already spawned an 
offshoot in 1984, i.e., a "Joint Monitoring Committee" which 
replaced the Joint Committee. The Joint Monitoring Committee 
Included the World Bank, the EEC and other donors.

In the meantime Zambia on its own produced in 1984 an 
Investment Plan Task Force to formulate an agricultural action 
programme which donors Immediately rushed to support. And in 1985 
Zambia started discussions with the IMF In the framework of the 
Consultative Group. All this dialogue led to rather basic 
conclusions with regard to promoting agricultural production which 
could have been arrived at with less fuss, cost and enormous 
demand for administrators to attend these conferences. It would 
be Ideal If basic policy decisions could be arrived at with regard 
to the disbursement of food aid within the region in order to 
maintain uniformity. Then programmes could be disbursed under 
conditions specified within such a framework and with a minimum of
delay
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FOOD AID AND INTRA-REGIONAL TRADE
The recent hlatory of droughts In Eastern, Western and 

Southern Africa would tend to give the Impression that 
fluctuations in food production are uniform across countries in 
each region, or even over the whole country. A casual examination 
of the data proves otherwise. Data for the crop years 1985/86 and 
1986/87 show that Southern Africa as a whole needed food imports 
(computed as the cereal equivalent) of 1.7 million tons and 1.6 
million tons respectively.* Yet there were country differences.

Zimbabwe had surpluses during those two years of 1.0 million 

and 873,000 tons respectively, almost all of them maize and 
sorghum stocks. These surpluses would cover the deficits in 
Mozambique and Zambia under status quo nutrition levels.

This aggregate picture also masked differences in food 
requirements by commodity. Thus Zimbabwe had a maize surplus but 
a wheat deficit in both periods. The Table below shows the 
pairwise situation in the SADCC countries. It gives the 
commodl'tfles in excess supply in one country and those in excess 
demand in the neighboring country. A wider regional comparison 
shows an even larger trade possibility. Of course, the situation 
will vary from year to year, but the structural differences are 
bound to persist.

See US Department of Agriculture, World Food Needs and 
pliabilities. 1985.
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Surplus and Deficit in Staple Foods Between Bordering Countries
In the SADCC Region. 1979-19B1

Country Has Surplus Shares Which Has Deficit In
Staple Foods Border With Staple Foods

Angola Cassava, 
Millet and 
Sorghum

Zambia Wheat, Rice,
Millet and Sorghum

Malawi Rice, Maize, 
Millet, 
Sorghum and 
Cassava

a) Mozambique
b) Tanzania
c) Zambia

Wheat, Rice, Maize 
Wheat
Wheat, Rice, Millet and 
Sorghum

Swaziland iWheat, Rice,
Maize,
Sorghum

Mozambique Wheat, Rice, Maize

Tanzania Rice, Maize, 
Millet and 
Sorghum, 
Cassava

a) Malawi
b) Zambia

c) Mozambique

Wheat
Wheat, Rice, Millet and 
Sorghum
Wheat, Rice, Maize, 
Millet and Sorghum, 
Cassava

Zambia

_ •

Cassava,
Maize

a> Angola
b) Botswana

c) Malawi
d> Mozambique 
e) Tanzania 
f> Zimbabwe

Wheat, Rice, Maize
Wheat, Rice, Maize, 
Millet and Sorghum, 
Cassava 
Wheat
Wheat, Rice, Maize 
Wheat
Rice, Millet and 
Sorghum, Cassava 
(consumption so far 
negligible)

Zimbabwe Wheat, Maize 
Millet and 
Sorghum

Botswana Wheat, Rice, Maize, 
Millet and Sorghum, 
Cassava

Source: Koester, Ulrich, op. cit., Table 5.12.
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The inter-country differences point to regional trade 
possibilities. The surplus countries have to be able to compete 
pricevise with other exporters because the deficit countries are 
not in the business of subsidizing high cost producers just 
because they are neighbors. Given the importance of 
transportation costs in getting Imports from traditional food 
exporters to Southern Africa, however, surplus countries like 
Zimbabwe and Malawi should have a positive competitive edge in the 
region. Yet, Zimbabwe and Malawi have continued to accumulate 
surpluses since 1984 while Zambia, Mozambique and Botswana 
continued to have deficits; the net deficit of the region was 
really a mythical figure in the absence of trade in food 
commodities.

The most obvious reason of course is the scarcity of foreign 
exchange with which to facilitate straightforward intra-region 
commercial transactions. The second is that even if barter trade 
were an option between Mozambique and Zimbabwe the former does not 
produce'Vhe wheat to trade for the latter's maize; there are 
differences in consumption patterns and preferences but these are 
not matched by a development of specialization in the production 
of commodities.

The formation of the PTA clearing house should eventually 
widen the barter trade possibilities over time. This process can 
be made easier for essential food commodities if the SADCC 
countries adopted a common food policy objective and viewed food 

v security more as a regional trade issue than one to be attained



98

through the accumulation of Individual country stocks. This 
means, among other things, co-ordinating national pricing policies 
which thus far have been Implemented by the marketing boards with 
national objectives in mind.

That the resultant prices can discourage regional trade was 
illustrated in the case of the East African Common Market by 
Koester <1985). In 1961 Uganda had a maize surplus while Kenya 
and Tanzania had deficits. Yet Kenya did not import maize from 
Uganda because the relatively cheaper maize from the latter might

i
have depressed Kenya's domestic consumer price. The Kenyan Maize 
Marketing Board would thus have incurred a loss because of the 
larger differential between the guaranteed producer price and the 
depressed price to millers. In addition Weber and Hartmann (1978) 
state that trade restrictions, rather than the lack of a trading 
potential, caused the decline in food trade among the East African 
common market countries.

The SADCC countries have agreed in principle to formulate a 
common ^ood security strategy and Zimbabwe has been charged with 
the responsibility of formulating a food security programme. 
However, national considerations still dominate the internal 
pricing decisions of each country. It is not yet clear whether 
the difference in the annual variations in food production will be 
the basis for a strategy based on regional trade and international 
Imports, or whether each country will use national stocks to 
stabilize its own food availability over time and use regional 
trade if and when necessary. There still is yet to be a common
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definition of what food security means and the least cost method 
of attaining it for the region as a whole.

The purpose of this discussion is not to speculate on the 
benefits of an integrated, regional food security programme.
Those interested in a detailed treatment of the subject can find 
ample reading elsewhere. What is relevant here however, is that 
the potential for trade in food commodities among SADCC countries 
is there but has yet to be fully exploited. The constraints have 
to do with differences in national agricultural pricing policies, 
historical trading patterns, and balance of payments constraints. 
It is the point of this paper that food aid can be used to 
alleviate these constraints and promote regional trade. The 
mechanism for this of course is the so-called "triangular” 
purchases involving a donor and either two aid recipients or more 
commercial importer and one food aid recipient.

The uses of food aid for development as well as for trade 
promotion (through triangular transactions) are of course 
inter-re’lated and the measures taken to promote the first 
inevitably also facilitate the second. If food aid can encourage 
recipient countries to base producer prices on the marginal cost 
of imports (l.e., world prices) then deficit countries will be 
indifferent with respect to f.o.r. prices and will certainly 
prefer a regional source if possible because of the lower 
transportation costs. Trade will thus be based on comparative 
advantage as it should be.

See, for example, Koester, op.cit.
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Food aid can be used to explore potential trade links vhere 
none existed before, largely because the balance of payments 
Impact on the recipient countries vlll be minimal; countries can 
afford to be more Innovative, as it were. Finally, if the 
transportation costs are Indeed lover vlthin the region, then 
triangular deals can In fact Increase the Income transfer effect 
of food aid since more of the value of the transactions will be In 
the food rather than transport services.

Having said all this, however, it should be pointed out that 
the major criticism levelled against food aid in the 1960s has 
reared its ugly head to bedevil triangular transactions. Donor 
countries use food aid to dispose of surplus commodities, and 
domestic interest groups (mainly farmers and shipping companies) 
have a vital stake in the volume of food aid originating in the 
donor countries. This has acted as a constraint.

A fev examples will serve to highlight the Issues.
Mozambique had a deficit of about 450,000 tons of cereals in the 

_ •1964/65 season and the United States pledged to make up about a 
third of this figure. Other donors also contributed. As already 
shown, a4.1 of this deficit theoretically could have been made up 
from stocks in Malawi and Zimbabwe, subject to the actual 
commodity composition. As it was, the United States executed one 
triangular operation totalling 10,000 tons, with 7,000 tons of 
maize from Zimbabwe (in exchange for wheat) and 3,000 tons from 
Malawi. The EEC estimated allocations for countries in the SADCC
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region totalled 35,000 tone lor 1985 and 82,000 tons lor 1986.*
01 these amounts, only 23,000 tons and 36,000 tons respectively 
were likely to be coarse grains supplied Irom Malawi, Zimbabwe and 
Kenya. This is a relatively small proportion ol the estimated 
requirements ol coarse grains in the delicit countries (Angola, 
Tanzania, Botswana, Lesotho, Mozambique and possibly Zambia). It 
Is also a small proportion ol the potential volume ol 
intra-regional purchases.

One could argue, as Lipton (1986) does, that this potential 
is sporadic and subject to the vagaries ol the weather and 
potential disruptions ol transport routes by the regime in the 
Republic ol South Alrica. The lluctuations in the volume ol 
regional tradeable surpluses in cereals, Irom near zero levels 
during a drought to the current record (though small relative to 
world stocks) stocks may not warrant an overly optimistic outlook 
lor attaining lood sell-sufficiency through intra-regional trade.

That approach, however, seems to miss the point. First, 
agricultural production in any single region is subject to 
uncertainty, though the long term trend in developed countries is 
upward. It is simply a case ol lully taking advantage ol an 
opportunity when it arises. Secondly, regional food security does 
not necessarily imply zero commercial imports Irom the 
international market. The delinitlon ol lood sell-sulllciency

• See Meetomg Document: Meeting of Experts on Purchasing of 
Foodstuffs in Developing Copuntries. mimeo, Brussels, March 1986.
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given In the first section actually Implies an Integration of 
regional commodity«movements into the world trade patterns such 
that a deficit can be made up in the course of normal annual 
transactions. This is currently not the case because the 
existence of food stockpiles in a country adjacent to one with a 
perennial deficit is evidence of the lack of normal trade 
movements, whether such surplus stocks are transitory or not. The 
reasons for non-existence of trade have already been stated, and
the use of food aid for the relaxation of these constraints is a

>
pertinent subject.

One option has already been presented. Donor countries 
should consider Increasing the quantities of food purchased in the 
SADCC countries themselves. This is said with the full cognisance 
that agricultural Interests in both the U. S. and the EEC see the 
food aid programmes as an extension of their countries' domestic 
agricultural policies.

The EEC as a result restricts triangular purchases to those 
cereals'unavailable on the Community market, while the range of 
these commodities (maize, millet, sorghum, rice) still leaves a 
considerable opportunity the policy itself is subject to a lot of 
Interpretations. Are consumer preferences to be taken as given in 
the negotiations, for example, or will there be an Indirect 
pressure to steer aid requests to commodities available on the EEC 
market? A stated objectives of the triangular operations was 
"market stabilization in that producing country whose production 
exceeds its needs for the product”.
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Nov, it. may be that, the existence of 1. S million tons of 
surplus maize in Zimbabwe is evidence of an imbalance in relative 
commodity prices; land is being shifted to maize because its 
producer price is higher relative to that of such crops as beans, 
sunflower, etc. It may even be because the country is a high cost 
producer relative to domestic income levels and the recent removal 
of subsidies has reduced consumption and increased stocks. If so, 
then triangular transactions based on the opportunity cost of 
maize and the other crops would help correct the situation, 
ftovever, recent transactions do not support this assumption.

As already mentioned, USAID executed a triangular deal in 
1986 whereby 7, 000 tons of Zimbabwe maize were exchanged for 9,800 
tons of U.S. wheat, with the maize sent as food aid to Mozambique. 
At the same time, 3, 000 tons of Malawi maize were exchanged for 
1,400 tons of heat for the same purpose. The landed cost of U. S. 
yellow corn in Zimbabwe borders would be about $U. S. 200. The 
prices used in exchange were U.S.$106 a ton for wheat (f.o.b. 
Houston*)* and $145 a ton f.o.r. for maize. The f. o. r. price for 
corn in Houston would have been U.S.$104. The actual transactions 
price for maize was thus between the world price abroad and the 
landed price in the regional market, and it can be taken to 
reflect true market conditions. This price also reflected 
relatively accurately the then current producer price of maize 
(U.S. $111. 10).

The differential between the price per ton and that paid to 
producers, if it accurately reflects internal transport and
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handling charges, reflects the Importance of Improving the 
marketing channels. The point being made Is that the production 
costs In the region were not completely out of line vlth world 
prices. Returning to the Issue about the volume of such 
triangular transactions. It Is notevorthy that a similar 
opportunity had arisen In 1985. Zimbabwe needed 56,000 tons of 
wheat and a similar exchange could have been made. The 
opportunity was lost because of potential opposition by U.S. 
agricultural Interests which would not want to lose the 
opportunity ck£ a straight commercial sale of wheat and a disposal 

of yellow corn stocks on concessional terms as aid. The 
Intervention by domestic considerations in donor countries almost 
always turns the triangular transactions Into rectangular 
negotiations and whittles down the size of income transfers as 
well as trade development of food aid programmes.

The impact of transportation costs is clearly illustrated in 
the U.S./Malawi/ Zimbabwe/Mozambique transaction. The value of 
Malawi nfelze in terms of wheat delivered in Blantyre was U.S.S142, 
slightly lower than that of Zimbabwe maize (f.o.r. >. Of this 
amount, however, U.S.S87 went into transport services and as a 
result the country obtained 0.47 tons of wheat of every ton of 
maize, compared to 1.37 tons in Zimbabwe. Malawi paid $40.7 per 
ton ocean freight to ship in U.S. bottoms compared to a much 
smaller figure for Zimbabwe which had hard currency and could shop 
around for the lowest rates. If this conditionally (to ship in 
U.S. vessels) is insisted upon, then financial aid over and above
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the normal allocation should be granted to cover this shipping 
cost differentials.

The Impact of domestic conditions In donor countries Is also 
apparent In the cost of the commodity swap for the recipients. 
According to FAQ data Zimbabwe received 27,970 tons of what from 
Australia In March 1906, In exchange for 33,000 tons of maize. At 
about the same time It also received 6,700 tons from Canada for 
9,000 tons of maize. The Canadian barter rate of 1.34 tons of 
maize per ton of wheat Is 10 per cent higher than that of 
Australia.The demarcation of the market may of course represent 
transportation cost differentials and not producer price support 
variations in the donor countries. It does, however, illustrate 
the fragmentation of the world market as far as the recipient 
country is concerned. About the only thing to be done In thiB 
case is to ensure that the differentials reflect differences In 
transportation charges only, and not some domestic subsidy.

Probably the most difficult issue would be to use food aid 
in order to "encourage" production patterns that directly promote 
the recipient country's comparative advantage, and thus encourage 
trade. Conditions in Mozambique may be such that its comparative 
advantage Is not in maize production but some other food crop.
The agricultural Implements and seed packs being sent there as 
part of the food aid could reflect this long term consideration 
rather than increase the ability to directly substitute maize 
Imports with local production. Such a policy decision will have 
to be the result of an overall regional food security package and
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vill have to originate from the SADCC countries themselves to be 
successful. Without such an orientation, however, shortages 
Induced by structural causes will persist and the benefits from 
specialization in production vill be lost. Zimbabwe tried to use 
Japanese aid to develop rice production, a crop for which Malawi 
may have a relative comparative advantage. It even tried to 
produce fresh water prawns as a substitute for the Mozambican real 
thing. The list of agricultural goods with such trade 
possibilities is substantive, but it is not clear whether they can 
be economicalLy produced in the region. Food aid could thus be 
used to directly finance the necessary research.

/



BIBLIOGRAPHY

1. Abbot, Philip C., and McCarthy, Desmond F., "Potential Welfare
Losses due to Tied Food Aid,• Canadian Journal of 
Agricultural Economics. Vol. 31, March 1983, pp. 45-58.

2. Bigman, D., and Reutlinger, S., "Food Price and Supp.ly
Stabilization: National Buffer Stocks and Trade Policies,"
American Journal of Agricultural Economics. Vol 61, No. 4, 
Nov. 1979, pp. 657-667.

3. Commission of the European Communities (EEC), Implementation of
Food Strategies and Prospects for the Future. Communication 
from the Commission to the Council, Brussels, 1966.

4. Dudley, L., and Sandllands, "The Side Effects of Foreign Aid:
The Case of Public Lav 488 Wheat in Columbia," Economic 
Development and Cultural Change. Vol. 23, 1975, pp. 325-336.

i

5. Fisher, F.M., "A Theoretical Analysis of the Impact of Food
Surplus Disposal on Agricultural Production in Recipient 
Countries,■ Journal of Farm Economics. Vol. 45, November 
1963, pp. 863-875.

6. Isenman, P.J., and Singer, H.W., "Food Aid: Disincentive
Effects and Their Policy Implications," Economic Development 
and Cultural Change. Vol. 25, January 1977, pp. 205-237.

7. Koester, Ulrich, The Scope For Regional Cooperation in the Food
Economy Among the Southern and Eastern African Countries. 
International Food Policy Research Institute, 1985.

8. Kydd, J. and Hevltt, A., "The Effectiveness of Structural
''Adjustment Lending: Initial Evidence from Malavi," World 
Development. Vol. 14, No. 3, 1986, pp. 347-365.

9. Mann, J.S., "The Impact of P. L. 480 Imports on Priqes and
Domestic Supp.ly of Cereals in India,■ Journal of Farm 
Economics. Vol. 49, February 1969, pp. 131-146.

10. Republica Popular De Mozambique, Food Situation May 1986-
April 1987. Ministry of Commerce, Food Security Department, 
1986.

11. Reutlinger, Shlomo, "Project Food Aid and Equitable Growth:
Income-Transfer Efficiency First,■ World Development. Vol.
12, No. 9, 1984, pp. 901-911.



This work is licensed under a 
Creative Commons
Attribution -  Noncommercial - NoDerivs 3.0 License.

To view a copy of the license please see: 
http://creativecommons.org/licenses/by-nc-nd/3.0/

This is a download from the BLDS Digital Library on OpenDocs
http://opendocs.ids.ac.uk/opendocs/

Institute of 
Development Studies

http://creativecommons.org/licenses/by-nc-nd/3.0/
http://opendocs.ids.ac.uk/opendocs/

