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EXECUTIVE SUMMARY

Smallholder agricultural commercialisation has been
seen as an important pathway out of rural poverty in
developing countries. However, little empirical evidence
is available in sub-Saharan Africa that examines the
relationship between commercialisation pathways
taken by farmers and welfare outcomes, such as farm
income and asset accumulation. This paper fills this
gap by taking advantage of data from two rounds of
surveys conducted in 2018 and 2020 of smallholder
farmers in Zimbabwe. We exploit the panel nature of
the data and found that agricultural commercialisation
through participation in tobacco and soyabean markets
result in large increases in farm income. Participating in

soyabean markets only, tobacco only and food crop-
based commercialisation (maize) also leads to large
increases in farm income, but the magnitude of the
increase is lower than that of those participating in both
tobacco and soyabean markets. We find no evidence
of the relationship between various commercialisation
pathways and asset accumulation. Agricultural
development policies that focus on increasing farm
income and reducing poverty of rural households
need to recognise the importance of improving farmer
participation in output markets, particularly tobacco
and soyabean, with a combination of strategies that
increase productivity.
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Agricultural development is an important pathway out
of rural poverty for many countries in sub-Saharan
Africa, since the agricultural sector employs the
majority of the rural workforce (World Bank, 2021). It
is estimated that growth in the agricultural sector is
two to four times more effective in raising incomes
among the poorest compared to other sectors (World
Bank, 2021). In sub-Saharan Africa, the number of
poor people continue to rise, and it is the region with
the highest poverty rate, despite the overall decline
in poverty in recent years. Estimates show that the
number of poor people continues to rise despite the
poverty rate declining from 56 per cent in 1990 to 40
per cent in 2018 (World Bank, 2020). The poverty rate
has not fallen fast enough to keep up with population
growth in the region, and 433 million Africans were
estimated to live in extreme poverty in 2018 — rising
from 284 milion in 1990. Commercialisation of
smallholder agriculture, and the different pathways
taken to get there, has been considered as one of
the critical strategies for improving agricultural growth
and consequently, contribute to poverty reduction. As
countries and development organisations prioritise the
importance of commercialising smallholder agriculture,
a better understanding of the relationship between
commercialisation pathways and poverty, and the
channels through which commercialisation affect
poverty — such as its relationships with agricultural
income — should also remain a research priority.

It is not clear whether commercialisation of agriculture
helps the poor. Some view commercialisation as
important for agricultural growth and hence, improving
employment opportunities and expanding incomes
and food supply, all aspects which are important for
poverty alleviation (von Braun and Binswanger, 1991).
On the other hand, commercialisation can be harmful
when it induces institutional and market failures (such
as contract farming schemes that favour powerful
contracting firms) that have adverse consequences
for the poor (von Braun and Binswanger, 1991). There
is a growing body of literature that examines the
relationship between agricultural commercialisation
and income and poverty, however, the results are mixed
and not conclusive. Available empirical evidence has
shown that smallholder agricultural commercialisation
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is positively related with various measures of welfare
and livelihoods outcomes (Govereh and Jayne, 2003;
Masanjala, 2006; Muriithi and Matz, 2015; Carletto,
Corral and Guelfi, 2017; Ogutu, Godecke and Qaim,
2020). On the other hand, Cazzuffia, McKay and
Perge (2020) found that commercialisation had a
positive and significant relationship with household
asset accumulation, but a negative relationship with
consumption expenditure in Vietham. Additionally,
Tankari (2017) showed that that production of cash
crops in Senegal is associated with a reduction in
welfare of smallholder farmers. There is also little
evidence available that investigates the impacts of
different commercialisation pathways adopted by
farmers on income and asset accumulation. Yet, there
is some evidence pointing to the fact that differrent
commercialisation models, such as contract farming,
plantations and medium-scale commercial farming,
lead to different outcomes in terms of income and
overall economic development, with contract farming
showing a beneficial effect on poor rural farmers as
compared to other models in Ghana (Yaro, Teye and
Torvikey, 2017). Our study will take advantage of newly
available panel data for rural households in Zimbabwe
to examine the impacts of commercialisation on farm
income and asset accumulation. Specifically, we seek
to ask whether participating in tobacco and food crop
markets improve farm incomes and asset accumulation
of smallholder farmers in the Mvurwi and Concession
areas of Zimbabwe.

Available empirical studies examing the relationship
between commercialisation and welfare outcomes has
been based on single cross-sectional survey data. The
results from such analysis are likely biased however,
due to omitted, unobserved household and regional
characteristics likely related to both commercialisation
and farm income, such as unmeasured mangerial
and entrepreneurial ability of farmers.Using two
repeated rounds of surveys collected from the same
households in 2018 and 2020, we are able to control
for these unobserved factors. The availability of this
data allows us to expoit the variation in changes in
commercialisation and farm income over time to
identify the relationship between commercialisation
and farm income. Since it is assumed that partipation



Table 1.1: Cropping patterns in Mvurwi and Concession

Proportion of households (%)

Maize 98,23 97,48
Tobacco 66,13 60,54
Groundnut 30,00 28,11
Beans 16,61 19,64
Soyabean 31,77 25,23
Proportion of crop sold (%)

Maize 52,10 33,95
Tobacco 99,65 100,00
Groundnut 25,37 27,31
Beans 50,20 31,08
Soyabean 79,94 54,87

Source: Authors’ own

in output markets is likely to improve productivity and
farm incomes, and adoption of lucrative export cash
crops such as tobacco is likely to generate more
income, our main hypothesis is that the tobacco-
based commercialisation pathway will lead to higher
incomes and greater asset accumulation as compared
to the food-based commercialisation pathway.

Mvurwi and Concession have high numbers of
private-sector contracting companies, bulk traders,
and aggregators (for example maize, soyabean and
horticulture products); links to auction markets (for
tobacco); and local spot markets (for horticulture and
maize). There is increased competition among traders
and contracting companies for farm products, and we
expect a greater number of households to engage with
the various markets available. Table 1.1 shows that the
main crops grown in Mvurwi and Concession are maize

and tobacco, followed by soyabean and groundnuts.
The majority of farmers in Concession grow maize and
soyabeans, which is mainly driven by the type of soil
in the region — red clay. Soyabean has also emerged
as a key cash crop for Concession farmers. Mvurwi
has sandy soils suitable for tobacco production. In
addition, historically, Mvurwi has been an area where
tobacco production was the major agricultural activity
and resettled small-scale farmers also continued with
tobacco production — taking advantage of the available
skills and knowledge gained from the former large-
scale white settler farmers. The region has seen a
rapid growth in tobacco production as the dominant
commercial crop since 2007 due to engagement with
various marketing arrangements, including through
contract farming and direct sales via auction floors
(Scoones et al., 2018).

Working Paper 089 | April 2022



Therelationship between agricultural commercialisation
pathways and farm income and asset accumulation is
not straightforward. Much of the literature supports the
notion that agricultural commercialisation increases
asset accumulation and income, and consequently
reduces poverty. On the other hand, von Braun
and Binswanger (1991) note various ways in which
commercialisation can be both harmful and beneficial
to the poor. For instance, commercialisation can be
harmful if, first, it leads to the decline of agricultural
prices, given the inelastic demand for most farm
products. Prices decline with production expansion
and a flooding of the market with agricultural
commodities. Such declines reduce the gains from
commercialisation for producers.

The commercialisation of cash crops, such as tobacco,
can also be harmful to the poor by driving up local food
prices in both adopting and non-adopting regions. This
happens when production of food crops is displaced
by the cash crops, which leads to food shortages and
price increases. The poor are more affected in this
instance since they have to buy food at higher prices.
Finally, commercialisation has also been associated
with coerced production. For example, when powerful
contracting firms are trying to capture excessive profits
by enticing farmers into contract farming schemes, as
is the case with tobacco farming. Since the poor, rural
farmers usually hold a very weak negotiating position,
they are particularly vulnerable to price manipulations
of their final product.

In terms of the benefits for the poor, von Braun and
Binswanger (1991) argue that commercialisation is
important for poverty-alleviating agricultural growth.
Regions where the majority of farmers produce crops
for sale are better off than regions under subsistence
production. Participation in output and input markets
is also associated with interactions that improve
information and knowledge sharing among farmers,
whichisimportant forimproving agricultural productivity
and income growth. Increased incomes realised from
crop sales help reduce poverty at commercialised
farms and commercialised farms demand more labour,
which, in turn, creates employment opportunities for
the poor and landless to sell their labour for cash.
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Empirical studies have shown that the adoption of cash
crops helps to increase overall agricultural productivity
in the household, since increased incomes from the
sale of cash crops may be used to acquire inputs for the
production of other crops (Govereh and Jayne, 2003).
Similarly, Masanjala (2006) showed that households
that grow cash crops (tobacco) had higher incomes
than those that did not grow cash crops.

Recent empirical evidence has also shown that
agricultural commercialisation is positively associated
with income, asset accumulation and poverty
reduction. For instance, Muriithi and Matz (2015),
use panel data to show that smallholder horticultural
commercialisation in Kenya is positively associated
with household welfare — the effect differing depending
on which market channels are used. Horticultural
commercialisation through the export market is found
to be positively associated with income (not wealth),
whereas there is little evidence for the domestic
marketing channel positively influencing either income
or asset accumulation.

Otherrelated studies using data from 805 farm households
in Kenya show that commercialisation reduces both
income poverty and multidimensional poverty (Qaim
and Ogutu, 2019). In another related study in China,
Meng et al. (2020) found that cash crop cultivation
has a positive and statistically significant impact on
household income. Cazzuffia, McKay and Perge (2020)
show that there is a significant and positive relationship
between commercialisation of smallholder agriculture
in Vietnam and household asset accumulation, but a
negative association with consumption expenditure.
Similar evidence has also shown in Senegal, where the
production of cash crops is associated with a reduction
in welfare of smallholder farmers (Tankari, 2017).

These results suggest that, in some cases,
commercialisation may reduce welfare, but most studies
support the idea that commercialisation improves the
welfare of farm households. Further, Zhou, Minde and
Mtigwe (2013), for instace, note that while some negative
welfare effects can emerge, the expected positive
income effects of commercialisation at the household
and community level are greater.



Other studies have examined the effects of particular
forms of commercialisation such as contract farming,
and found smallholder farm households participating
in contract farming to enjoy higher levels of welfare
(Barrett et al., 2012; Bellemare, 2012). On the other
hand, Meemken and Bellemare (2020), using nationally
representative data from six countries, show that
contract farming increased household incomes only
in some countries, casting doubt on earlier findings
that show that contract farming increases income
unambiguously. The majority of studies examining the
relationship between commercialisation and household
income have relied on cross-sectional data and results
from such are likely to be biased. This is because
they are not able to control for unobserved shocks
(such as unmeasured managerial and entrepreneurial
ability) that are jointly related to commercialisation and
welfare outcomes. Some cross-sectional studies have
controlled for endogeneity using instrumental variables
(Tankari, 2017; Bellemare, 2012) and few panel data

studies have employed fixed effect estimates (Muriithi
and Matz, 2015).

Studies that use panel data, including those that
exploit the changes in commercialisation and welfare
outcomes over time, are rare. We do this by controlling
for time-invariant unobserved characteristics. Our
study examines the extent to which smallholder
commercialisation, based on tobacco and food
crops such as soyabeans and maize, impacts rural
farm incomes and other welfare outcomes such as
asset accumulation. To examine the potential of cash
and food crop commercialisation as an important
strategy to reduce poverty, there is need for consistent
estimation of the livelihood impacts of smallholder
commercialisation. Issues arising from whether to
participate or not in commercialisation need to be
addressed. Our study attempts to do this with the
help of panel data by controlling for time-invariant
unobserved characteristics across farmers.
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To examine the impacts of different commercialisation
pathways on farm income and asset accumulation,
we use two rounds of survey data collected in April
2018 (reflecting the 2016 to 2017 growing season) and
December 2020 (reflecting the 2019 to 2020 growing
season). Since the target population for the study was
small-scale farmers from Mazowe District, purposive
sampling of farm schemes (villages) and household in
each of the two regions was done with the assistance
of extension officers — so as to reflect a balanced,
holistic picture of the different farming systems, farmer
gender, and a sufficient geographical spread. Af
resettlement farmers are beneficiaries of the country’s
fast track land reform programme in 18 resettled former
large-scale commercial farms. Under the land reform
programme, each household was allocated about 5ha
of land to pursue agricultural livelihoods.

We selected the Mvurwi area to represent the northern
part of the district and because this area has a higher
population of Al farmers. Tobacco production is
common due to the suitability of the sandy soils.
We chose 11 farming schemes (former large-scale
commercial farms) to capture a good geographical
representation of the area. In the south-east part of
the district, we selected Concession; the western part
of the region is more populated by larger A2 farms.
Concession has fewer Al farms than Mvurwi and is
characterised by red clay soils that are suitable for
soyabean and maize production. We selected seven
farming schemes in Concession — also making sure to
capture a sufficient geographical spread.

Households were selected in each scheme with
the assistance of extension officers and local
leadership by also taking into consideration the
need for geographical representation and gender
within the farming schemes. Data was collected
from 620 households in the first survey in 2018 to
gather information on the production and marketing
of various crops, agricultural production, household
demographics, land ownership and use, household
assets including livestock and agricultural assets, off-
farm income, food security indicators, remittances,
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market access and market characteristics, access
to credit, and women empowerment. In a follow up
survey in 2020, 555 households were interviewed —
the list of farming schemes and the total number of
households interviewed can be found in Table Al in
the Annex. Across the two rounds, 533 household
responses matched. We use the information gathered
from both rounds to create our main outcome variable
and explanatory variables of interest.

Our household commercialisation indicators use
dummy variables that capture whether a household
sold a particular crop or not. This is created from a
variable that asks households whether they sold any
crop. Five dummy variables were created, 1) Sell
tobacco only (ThComj;) — identifying households that
sold tobacco only and not any other crop; 2) Sell
soyabean only (SyComjy — identifying households that
sold soyabeans only and not any other crop; 3) Sell
soyabeans and tobacco (7b_SyCom;) — identifying
households that sold both soyabeans and tobacco
only; 4) No tobacco and soyabeans (NoTbsyCom;) —
identifying households that sold maize only; and 5) No
sale (NoSalej;) —identifying households that did not sell
anything, that is, subsistence farmers.

Our measure of farm income is the value of agricultural
production obtained using sales prices reported by
farmers. However, this may be an underestimate/
overestimate of the true value of farm income since we
do not take into consideration some costs of taking
products to the market. For asset accumulation,
we use total value of assets owned as reported by
households.



To estimate the relationship between agricultural
commercialisation pathways and income and asset
accumulation, we specify and estimate the following
panel regression equation;
Yit=0+yTbComjt+y,SyComjs+y;Th_SyComjs+t
yNoTbSyCom, +ysNoSale,, + xjt p + o + 1T + iy (1)
i=12,...N; t=0,1;

The dependent variable (Yjy) will be an indicator
of income or asset accumulation and the
explanatory variables of interest are household
commercialisation pathways (ThComj;,SyComiy, Th_
SyComit, NoTbgyCom;,» NoSalejy) as defined above. 0 is
an intercept. Our empirical strategy employs methods
that will help to solve the problem of endogeneity
arising from omitting important variables. Endogeneity
will be minimised by the use of household fixed effects
(a;) and time effects (7) in the panel data. Household
fixed effects will allow us to control for time-invariant
unobserved effects and time effects will allow us to
control for economic shocks that are common to all
households. A question that may arise is what if the
unobserved factors are time varying. We try to solve
this by including a wide range of time varying control
variables (x;y) that are available at both household and
scheme/community level.

We also control for factors that are related to farm
income, including area cultivated, rainfall, livestock
type, number of adults in a household, extension
contact, education, measure of hired labour, number
of cattle, tractor use, inputs expenditure, contract
farming and distance to markets.

The amount of crop output produced is directly related
to area planted and quality of the land. The amount
of rainfall received in the season and region also has
a direct impact on crop production. Labour and skills
are an important input in agricultural production and
are expected to have a positive influence on farm
incomes. We capture this by using hired labour man-
days; the number of adults in a household, that is,
those household members above 15 and below 60
years; access to extension and years of schooling are
included to capture skill level.

Productive capital such as draft animal and working
capital to purchase inputs such as seeds and chemicals
are important for improving agricultural productivity
and income. We capture this by including variables
such as number of cattle owned by the household,
use of tractor services, expenditure on inputs (seeds
and chemicals), and a variable identifying whether the
household is engaged in contract farming or not.
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We begin by examining the differences in agricultural
income and asset accumulation by commercialisation
pathway. Figure 5.1 shows the patterns of agricultural
income by whether a household sells tobacco,
soyabeans, both tobacco and soyabeans, does not
sell tobacco and soyabeans and does not sell anything
(subsistent) over the two study periods. As expected,
results show that annual household farm income was
highest for households that sold both tobacco and
soyabeans in both survey periods. Those households
that sold tobacco only received farm incomes
higher than those obtained by households who sold
soyabeans only, and those who sold maize only.
Households who did not sell any crops did receive a
low farm income, probably from the sale of livestock
and livestock products. This pattern is consistent over
the two study periods and is not surprising because
tobacco and soyabeans have high returns — as
compared to other crops in the study area. The results
are also in line with our earlier discussion and literature
findings that adoption of cash crops is associated with
higher income. We notice from Figure 5.1 that overall
farm income declines between the two study periods;
this may be due to the drought season of 2019/2020,
during which the majority of farmers suffered crop
loses and their crop revenue was eroded.

The low farm income of the 2019/2020 season is
further depicted in Figure 5.2, which shows kernel
density functions for 2018 and 2020. The kernel
density estimates reveal a leftward shift of the entire
distribution over the two time periods, which implies
a decrease in the median income. The extremely left-
skewed shape of the distribution points to the fact that
only very few households received an income lower
than the lower and middle class and hence, there is a
gap in the income distribution.

Figure 5.3 shows the differences in total asset values
owned by households and their commercialisation
pathways across the two study periods. The results
are not different from those of annual agricultural
income — we see that households that sell tobacco and
soyabean own the most highly-valued assets followed
by households that sell tobacco only. Households
that do not sell any crops own less-valuable assets.
This pattern of difference in asset values across
commercialisation pathways is similar for both survey
years.

Figure 5.1: Annual farm income (US$), 2018 and 2020
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Figure 5.2: Log farm income density functions

.6

Density
N w
~\\\\
N\
AY
\

—

Log farm income

—— 2018 -~ 2020

Source: Authors’ own

Figure 5.3: Asset value (US$), 2018 and 2020
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5.1 Household characteristics

Table 5.1 shows household characteristics by region
and gender over the two time periods. We notice
that, of the total households in 2018, 57 per cent sold
tobacco only, 15 per cent sold soyabeans only, 12 per
cent sold tobacco and soyabeans, 14 per cent did not
sell tobacco and soyabeans (sold maize only), and 2
per cent did not sell anything. In 2020, 54 per cent
sold tobacco only, 10 per cent sold soyabeans only,
6 per cent sold tobacco and soyabeans, 20 per cent

did not sell tobacco and soyabeans, and 10 per cent
did not sale anything. More people were pushed into
subsistence in 2020 because of the drought.

In 2018, 71 per cent of the Mvurwi households sold
tobacco and 4 per cent sold soyabeans whereas in
Concession, 27 per cent sold tobacco and 40 per
cent sold soyabeans. This highlights that the main
crop for commercialisation in Mvurwi is tobacco whilst
in Concession, its soyabeans, as noted earlier in this
paper. In both regions in 2018, about 60 per cent of
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the male-headed households sold tobacco compared
to 42 per cent of female-headed households, whereas
in 2020, 58 per cent of male-headed households
sold tobacco compared to 37 per cent of their female
counterparts. In 2018, 29 per cent of female-headed
households did not sell tobacco and soyabeans
and similarly, in 2020, 30 per cent of female-headed
households did not sell tobacco and soyabeans. This
suggests that female-headed households are likely to
be involved in selling food crops, such as maize, and
are less involved in cash crop commercialisation.

In terms of household characteristics, results show
that in Concession, there are more older households
and female-headed households are older. The
proportion of households with children out of school
declined from 14 per cent in 2018 to 11 per cent in
2020. Household heads in Mvurwi and male-headed
households in both areas have slightly more years of
schooling. Household size was higher for farmers in
Mvurwi and for male-headed households in both areas.
The number of productive adults in a household was
higher in male-headed households in both areas and
across both survey rounds. Male-headed households
and the majority of households in Mvurwi grow a
variety of crops.

The proportion of households with a member working
for a wage is high in Concession (16 per cent and 13 per
cent in 2018 and 2020 respectively) and among male-
headed households for both areas (15 per cent and 11
per cent in 2018 and 2020 respectively). Results from
the table also show that households in Mvurwi own
high-value production assets' as compared to those
in Concession across all the survey years. In terms of
gender, male-headed households have on average
higher value production assets compared to female-
headed households across the two regions and survey
years. Households in Concession own consumption
assets? that are of high value as compared to those
households in Mvurwi across all survey years. Farm
income was higher in Concession than Mvurwi in
2018, whilst Mvurwi reported the higher farm income
in 2020.

Male-headed households reported the highest
farm income in both areas. Spending on inputs was
higher in Mvurwi than Concession and among male-

headed households for both areas. Male-headed
households hired more labour; the majority of farmers
in Concession and male-headed households in both
areas used tractors; and the area planted was higher in
Concession and in male-headed households for both
areas.

Table 5.2 presents pooled Ordinary Least Squares results
of our specification in equation 4 for different outcome
variables. Column one present results for farm income
and column two shows results for asset accumulation
measured by total value of assets. The dependent
variables are transformed to natural logarithms. Results
in Table 5.2 assume that agricultural commercialisation is
exogenous, that is, the choice to produce crops for the
market is independent of any other factors that are jointly
related to commercialisation and welfare outcomes.
So, we pooled data for households over the two survey
rounds of 2018 and 2020. In this case, we are just
using the cross-sectional variation in commercialisation
across households to explain the relationship between
commercialisation and various welfare outcomes.

Our results show that commercialisation pathways are
related to farm income but not to asset accumulation.
Looking at the different commercialisation pathways,
we notice that the cash crop-based commercialisation
pathway — those selling tobacco and soyabeans - has
a higher impact on farm income, followed by those
who sell tobacco only, and then soyabeans only.
Results for other characteristics show that spending
on inputs, number of cattle owned, rainfall and area
planted have positive and statistically significant
relationships with farm income. However, these results
suffer from bias since there are some confounding
factors that may be related to commercialisation
pathway and welfare outcomes. These unobserved
confounding factors may include some abilities and
skills of farm households we are not able to measure
such managerial and entrepreneurial ability.

In Table 5.3, we present and discuss results from fixed
effect estimation of equation 4. In this estimation, we
use both the cross-sectional and time variation in
commercialisation and farm income to address the
problem of endogeneity arising from omitted variables.

1 Production assets include hoe, spade, axe, sickle, shears, knife, animal cart, plow/harrow, sprayer, water

pump and tractor.

2 Consumption assets comprise mattress, stove, radio, television, telephone/landline, mobile phone, fridge,

bicycle, motorcycle and car/truck.
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Table 5.1: Selected household characteristics

Sells tobacco 0.57 0.71 0.27 0.42 060 |054 |063 0.34 0.37 0.58
Sells soyabean 015 0.04 0.40 0.19 0.15 0.10 0.08 0.24 017 0.08
Selgiwbzesoanel | . 0.07 0.24 0.09 013|006 0.05 0.09 0.01 0.08
soyabean

Does not sell

soyabean or 0.14 0.16 0.09 029 |01 020 |0.21 018 030 |018
tobacco

Subsistence 0.02 0.02 0.01 0.01 002 |040 0.07 0.16 0.15 0.09
Household with

children out of | 014 015 0.1 013 014 |04 0.1 0.1 013 010
school

ﬁgae dOf household | o 55 | 5051 | 54.24 55.83 |50.86 |53.37 |5211 56.18 56.91 |52.61
e el seliodling | oo 8.95 876 7.03 925 |915 9.21 9.02 7.2 9.57
of head

MomogEmesly | o 0.77 0.79 012 090 |074 075 073 012 0.88
married

FOMASATREREE | g0 017 015 1.00 000 |018 0.18 0.16 1.00 0.00
household

Household size | 6.14 6.20 5.99 553 |6.25 |6.20 |6.22 6.17 577 6.30
NI OEFEFERUIS | ¢ 2 3.55 3.51 317 361 3.58 3.57 3.61 3.33 3.64
in household

DISEReD 2089 |3067 |28.04 2388 |30.87 |2160 |1966 |2568 2315 | 21.24
market

Poultry 1952 | 1926 |2013 14.82 |2045 |2502 |2458 |26.03 1870 | 26.25
Crop count 268 277 246 251 271 251 260 2.30 234 | 254
Irnoifs'ca' MESEER | = 571 6.55 396 |6.36 |5.41 4.83 6.76 3.85 5.74
Household

member working | 0.14 013 016 0.07 015 |040 0.09 013 0.07 0.1
for wage

July—June total
rainfall (mm) 723.33 712.71 747.01 723.00 |723.39 [572.08 |578.03 558.80 582.00 | 570.02
current season

Value of

. 736.60 739.41 730.34 583.66 | 766.03 | 581.31 582.71 57819 425.63 | 616.03
production assets

Value of
consumption 1920.69 | 1888.17 | 1993.22 1290.50 | 2041.93 | 1572.41 | 154014 | 1644.39 1143.55 | 1673.45
assets

Annual farm

income 7069.09 | 6954.10 | 7322.22 5490.60 | 7374.03 | 414712 | 4337.38 | 3708.90 2047.99 | 4420.26

Per adult male
equivalent annual | 1660.13 | 1579.88 | 1836.79 1600.60 | 1671.63 | 946.22 | 967.29 897.69 783.66 | 985.98
farm income

Household
commercialisation | 84.82 85.07 84.28 79.63 85.83 81.45 82.51 78.83 73.46 83.03
index
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Maize

commercialisation | 25.06 | 2176 | 32.47 3224 |2365 |2001 |2622 |3505 3456 |27.84
index

Tobacco

commercialisation | 68.92 | 7078 | 62.50 66.91 |6919 |75.44 |7667 |70.99 7980 | 74.81
index

Soyabean

commercialisation | 23.37 | 1273 | 2811 2631 |2279 |2387 |1691 |27.95 2643 | 22.26
index

;ogilt;pe”d'”g ON | 188766 |1917.46 |1821.37 144457 | 197310 | 1511.43 | 1560.07 | 1402.59 1187.48 | 1588.00
Cattle owned 6.60 6.77 6.21 5.01 690 |589 |559 6.56 459 617
Hired labour days | 24.68 | 24.27 | 25.61 2050 | 2547 |16.46 |1742 | 14.30 0.85 18.02
;rf:;;“”age use 1057 049  |075 049 |059 |044 |038 |057 041  |044
Engaged in

contract farming | 0.39 0.33 0.52 0.31 0.40 0.54 0.57 0.48 0.37 0.58
(1=Yes)

NEEED D 0.86 0.82 0.94 0.87 0.85 |0.87 0.89 0.85 088 | 0.87
extension (1=Yes)

NEESERID GRS | 500 013 0.12 013 013 | 0.04 0.03 0.06 0.08 0.03
(1=Yes)

AT PIETiTER 375 3.50 4.31 353 |380 [359 |345 3.89 323 | 367
(hectares)

NS € 533 368 165 86 447 533 368 165 04 435
households

Source: Authors’ own

Household fixed effects allows us to control for
unobserved time-invariant factors that may be related
to farm income, and time fixed effects allow us to
control for shocks that are common to all households.
Our results still show that commercialisation is
positively related to farm income, but no relationship
with asset accumulation.

In terms of commercialisation pathways, we note that
the cash crop-based commercialisation pathway is
positively associated with farm income and the result is
statistically significant. Selling tobacco and soyabeans
only will lead to increases in farm income by 194 per
cent, all else being equal. This implies that selling
tobacco and soyabeans will increase average farm
income over the two study periods from US$5,626.42
to US$16,541.67. Selling soyabeans only will increase
farm income by 193 per cent, suggesting that
average farm income will increase from US$5,626.42
to US$16,485.42. Selling tobacco only will increase
income by 177 per cent (average farm income will
increase from US$5,626.42 to US$15,585.19), whereas
for those who sell maize only, farm income will increase
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by 151 per cent (average farm income will increase
from US$5,626.42 to US$14,122.31).

These results imply that commercialisation through
tobacco and soyabeans, which are the main cash
crops in the region of study, will lead to increases in
income by a higher magnitude as compared to other
pathways. This finding is consistent with findings from
earlier literature, which shows that adoption of cash
crops will lead to increases in income by a higher
magnitude as compared to other pathways. This
finding is consistent with findings from earlier literature,
which shows that adoption of cash crops will lead to
increases in smallholder farmers income (Masanjala,
2006; Muriithi and Matz, 2015; Meng et al., 2020).

The relationship between farm income and other
household characteristics is also shown in Table 5.3.
Holding other things constant, spending on inputs has
a positive and statistically significant effect on farm
incomes. The results suggest that a unit increase in
spending on inputs will increase farm incomes by 0.042
per cent. For example, if a farmer spends an additional



Table 5.2: Impact of commercialisation on income and asset accumulation

Sells tobacco only (1=Yes) 2124 0.0149
(0172) (0.114)
Sells soyabean only (1=Yes) 2.0727 0.00951
(0.157) (0.133)
Sells tobacco and soyabean (1=Yes) 2.225"** -0.0495
(0.195) (0.120)
Does not sell tobacco or soyabean (1=Yes) 1.820*** -0.0532
(0.209) (0.110)
Spending on inputs 0.000423*** 0.000277***
(0.0000314) (0.0000553)
Years of schooling of household head 0.00115 0.0215
(0.00661) (0.0131)
Number of adults 0.0102 0.0684***
(0.00834) (0.0221)
Cattle owned 0.0212*** 0.0442**
(0.00256) (0.00452)
Hired labour days 0.000511 0.000765
(0.000716) (0.00113)
Used tractor for tillage (1=Yes) 0.0146 0.113*
(0.0463) (0.0555)
Engaged in contract farming 0.0932 0.164*
(0.0664) (0.0913)
Access to extension (1=Yes) -0.0132 -0.213*
(0.0811) 0.112)
Log of July—June total rainfall (mm) 1.213*** 0.771***
(0.182) (0.205)
Log of distance to market (km) -0.0185 -0.000575
(0.0371) (0.0378)
Log of area planted 0.202*** 0.243***
(0.0444) (0.0599)
Constant -2.557* 0.758
(1.220) (1.316)
Number of observations 793 811
R-squared 0.757 0.411

Notes: Sample is restricted to households who appeared in both rounds. Robust standard errors clustered at
the farm scheme level (we have 18 farm schemes) in parentheses (* p<0.10, ** p<0.05, *** p<0.010).
Source: Authors’ own
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Table 5.3: Impact of commercialisation on farm income and asset accumulation-fixed
effects estimates

Sells tobacco only (1=Yes) 1772 0.0219
(0.257) (0.160)
Sells soyabeans only (1=Yes) 1.925%* -0.00785
(0.256) (0.138)
Sells tobacco and soyabeans (1=Yes) 1.944* 0.126
(0.302) (0.216)
Does not sell tobacco or soyabeans (1=Yes) 1.510*** 0.00354
(0.223) (0.152)
Spending on inputs 0.000418** 0.000111
(0.0000403) (0.0000769)
Years of schooling of household head 0.00434 0.00309
(0.0219) (0.0264)
Number of adults 0.0180 0.0150
(0.0263) (0.0295)
Cattle owned 0.0126 0.0238
(0.0129) (0.0143)
Hired labour days 0.00141 0.00120
(0.00153) (0.00113)
Used tractor for tillage (1=Yes) 0.108 0.242**
(0.0880) (0.108)
Engaged in contract farming 0.0716 0.133
(0.0842) (0.0896)
Access to extension (1=Yes) 0.101 0.0799
(0.0818) (0.112)
Log of July—June total rainfall (mm) -0.413 0.609
(0.646) (0.454)
Log of distance to market (km) -0.0327 -0.0265
(0.0243) (0.0526)
Log of area planted 0.107** 0.0308
(0.0434) (0.123)
Constant 8.159* 2.977
(4.409) (3.265)
Number of observations 793 811
R-squared 0.686 0.189

Notes: Sample is restricted to households who appeared in both rounds. All estimates include household and
year fixed effects. Robust standard errors clustered at the farm scheme level (we have 18 farm schemes) in
parentheses (* p<0.10, ** p<0.05, *** p<0.010)

Source: Authors’ own
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US$50 on inputs, average farm income will change by
US$118.

Anincrease in area planted is also positively associated
with farm incomes and the result is statistically
significant. A 10 per cent increase in area planted, for
instance, will increase farm incomes by 1.1 per cent,
and the results suggest that if average area planted is
increased by 1ha, average farm income will increase by
US$167.10.3 The results also show that the association

between other household characteristics and farm
income are not statistically significant, suggesting
that there is no relationship between these variables
and farm income. In terms of asset accumulation,
our results show that commercialisation pathways
are not associated with asset accumulation as all
the coefficients are statistically insignificant. Only
tractor use has a positive and statistically significant
relationship with asset accumulation.

3 Given that average area planted is 3.66ha and an increase by a hectare corresponds to a 27 per cent increase,

the increase in farm income is 27*0.11 (2.97 per cent).
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The main objective of this study was to investigate
the relationship between smallholder agriculture
commercialisation and farmers’ economic wellbeing
— to shed some light on the ongoing debate as
to whether or not commercialisation may be an
engine of agricultural growth that can help reduce
poverty in sub-Saharan African countries. The main
contribution of this study is the use of panel data to
exploit both the cross-sectional and time variation
in commercialisation and welfare outcomes, such
as farm income and asset accumulation. We also
contribute to the literature by investigating the effects
of smallholder commercialisation through different
pathways, such as food crop-based (maize) and cash
crop-based (tobacco and soyabeans) on income and
asset ownership in Zimbabwe.

Ourresults show that commercialisation of Zimbabwean
smallholder agriculture through participation in tobacco
and soyabeans markets leads to higher smallholder
farm incomes, but is not related to asset accumulation.
Overall, we conclude that smallholder agricultural
commercialisation, through these particular markets,
has a higher impact on household welfare outcomes,
such as income, than other markets, and the effect
is economically significant. We also find evidence of

Working Paper 089 | April 2022

increasing income for those participating in soyabean
only, tobacco only and maize only commercialisation
pathways, although the effect is smaller than that of
those participating in both tobacco and soyabean
markets. Our findings that participation in lucrative
markets for cash crops increases farm income is in
line with earlier literature findings, as well as anecdotal
evidence highlighting the importance of cash crops
in improving incomes and consequently, reducing
poverty.

Agricultural development policies that focus on
reducing poverty of rural households need to
recognise the importance of improving participation
of farmers in output markets, particularly tobacco and
soyabean markets. This should also be combined
with strategies that improve the performance and
efficiency of agricultural output markets. Tobacco is
the main cash crop used as a pathway for agricultural
commercialisation among smallholder farmers in the
study area, given that the crop is highly profitable.
However, given the changes in global market conditions
with regards to the health implications of tobacco, it
might be prudent for the government to explore other
viable crop diversification options.
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APPENDIX

Table A1: List of schemes and total sample in 2017

Region Scheme

Concession A of Cranham Extension | 39
Cranham Extension 7
Ardura 29
Barwick M 27
Falling Waters 26
Glegrey 48
Glendevon 32
Total 208

Mvurwi Blighty 30
Chipanza 33
Edmonston 26
Forrester J 27
Forrester K 33
Four Streams 45
Lucknow Estate 37
Lucknow Extension 34
Omeath B 64
Omeath E 31
Stockbury 52
Total 412

Total sample 620

Source: Authors’ own
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