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LEVERAGING IMPROVEMENTS IN AERICAN
CEREAL MARKETS

BY NICHOLAS J SITKO



WHAT IMPROVEMENTS?

Cereal Yields (tons/ha)
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NUMBER OF TRADERS BUYING MAIZE FROM FARM
IN VILLAGED 2009 MAIZE VALUE CHAIN STUDY
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DISTANCE IRRON RARN) POIPOIN TIOR IMAIZE SALE
ZAMIBIA

Distance L

to district

P Mean 10 25 50 75 90
----------------------- Kilemeters---------------------

Most
accessible 3.61 0 0 0 1.6 8
25%
Quartile 2 6.78 0 0 0 3 25
Quartile 3 7.33 0 0 0 3 35
Most remote
o5 % 10.84 0 0 0 3 60
Totalsample 7.14 0 0 0 2 23

Source: MACO/CSO Crop Forecast Survey, 20022010 Marketing Season



DISTTANC E IFRRONM\RARN POIROIN VOEIMAIZE SALE
ZANIBIA
M\

Bagssold
Mean 10 25 50 75 90

D Kilometers -------------------

< 5 bags 2.36 00 00 00 1.00 | 5.00
5 - 25 bags 7.74 00 00 00 3.00 | 30.00
25 -50 bags 12.99 00 00 1.00 | 1000 | 50.00
> 50 bags 16.97 00 00 1.00 | 21.00 | 62.00
Allfarms selling to Smp 00 00 00 200  22.00
private traders

Source: MACO/CSO Crop Forecast Survey, 20022010 Marketing Season




WHAT HAS CAUSED THIS IMPROVEMEN

Trends in Treasury bill, inflation, and commercial lending rates for Zambia
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WHAT HAS CAUSE THIS IMPROVEMENT

Trends in Treasury bill, inflation, and commercial lending rates, Kenya
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MACRCECONOMIC INDICATORS AND THEIR RELATIONSHIP TO
IMPROVEMENTS IN-CEREAL MARKETS

Inflation rate declines Low returns on government
Since 1995 inflation rates in debt have encouraged banks to
Zambia have dropped by 76%, make more commercial loans.
from 38.4% to 9.18%. At the same time banks have

Kenya inflation rates have begun to recognize grain stocks
decreased by 75% since 1991, as collateral on seasonal
from 20.1% to 4.99%. agricultural loans

Improved inflation figures Lending to agricultural has

allow for a decrease in the increased, while lending rates

cost of government borrowing have declined
Zambia interest rates on 191 Since 2004 commercial lending
day Treasury bills have dropped rates in Zambia have decreased
from 61.4% in 1996 to 5% by by 45.85%, from 36.2% to 19.6%
the end 0f2010 in 2010.
Kenya the interest rates on 91 In Kenya, commercial lending
day Treasury bills have dropped rates have dropped by 57% to
from 17% in 1991 to 2.28% by 13.87% from their peak of

the end of 2010 32.18% in early 1994.



HOW DO IMPROVEMENTS IN LENDRAGES AFFECT
SMALLHOLDER MARKET ACCESS?

Commercial banks

Grain

Grain trading SEEEEEE

scale grain

wholesalers

assemblers




WHAT ARE THE EFFECTS OF GREATER
INVESTMENT IN GRAIN ASSEMBLY?

Mean farm-gate/local wholesale maize prices

A At a national level farmers
who sell maize are able to
capture 81-87% of the
wholesale value of the
maize they sell

A This suggests that transfer
costs between the farm
gate and wholesale levels
are lower than commonly
assumed

Zambia Malawi Kenya Mozambique
Location [ Avg. Location | Avg. Location [ Avg. Locati | Avg.
Margin Margin Margin | on Margin
Mpongwe| 0.8741 Blantyre |0.8008 Nakuru |[0.7416 | Cuamb) 0.8272
/Ndola a
Choma |[0.6802 Rumphi | 0.7738 Trans 1.008 |[Alto |0.7912
Nzoia/Eld Moloc
oret ue
Chipata |0.8833 Milanje |0.8640 Milang | 0.9390
Mean 0.8125 0.8129 0.8748 0.8645




DO VILLAGEEVEL GRAIN ASSEMBLERS

EXPLOIT FARMERS?

Average farm gate price by market channel US$/kg

Market Channel Kenya Zambia Malawi Mozambique
($US/Kkg) ($US/Kkg) ($US/kg) ($US/kq)

Assembler

Wholesaler/large
scale trader

Local trader 0.25

Household in the
village**

Household in another
village**

Marketing board 0.26




ARE FARMERS IN ISOLATED REGIONS
EXPLOITED BY THE PRIVATE SECTOR?

Prices received by e s e i o s Vs
farmers in remote iy ¥

villages are marginally i .

lower than those |

received in more i ;

accessible villages |

reflecting differences in i g

transport costs to urban
markets
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EXTTREME QCONCENTRAT IONARMNMARKEAED MAI
OUFRU® MALAWI,2Z008/09

Asset Totalcrop Nonfarm female Subsidized
wealth sales income headed fertilizer
(6000 Kkgd) (6000 Kw)OO0O0 |k w(o) received
(kgs/ hh)
Top50%
of maize 1.6 2.0 208 2,510 283 101 13 166
sales
Rest of
maize 19.6 1.3 94 204 84 31 25 85
sellers
Farmhhs
notseling ;g4 15, 14 0 51 12 28 60
maize

Source: Agricultural Inputs Support Survey (n=1904 farm households), sample fran
from National Statistical Office, Government of Malawi
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30,150 7.2
(2%)

467,320 1.9
(30%)

1,010,014 1.1
(67%)

Source: CSO Supplemental
Survey 2008

3,703 3,199 3,354 7,624
257 172 252 1,272
129 0 57 756



VARIABILITY OF FARBATE PRICES

Fam-Gate Prices, Accesshle Villages, | FarmGate Prices, Remote Villages, Maize Prices irRumphiDistrict

Mozambique Mozambique 280.00
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VARIABILITY OF COSTS OF PRODUCTIC

Table 1: Maize Production Costs (ZM K/50kg bag) by Quintile
~—Qtal Cost Quintile (ZMK/50 maize~eg)

. per 50
Share of total maiz 1 2 3 4 =) farmer kg bag
production (% 31.40/3 27.1% 20.1% 12.8% 8.7% ] mean mean
Costs of production (ZMK/50kg\ ------- / __________________________ Mean--——-——-N\-——————f oo~
' _ —_ N—"
Hired animal use 283 516 829 1,163 1,763 911 536
Hired machine/tractor us 5o 57 49 153 103 77 97

Hired labor
Basal dressing

1,493 2,662 3,340 4,825 6,619 3,788 3,438
1,314 2,479 2,897 3,549 4,419 2,932 3,487

1,290 2,585 2,964 3,863 4,627 3,066 3,576
Fertilizertransport to homestea 39

Top dressing

108 143 184 223 139 193
UTEMESEOE G@SE 1D = R0 Cleft 349 606 407 296 208 373 763
Transport cost to private buye 189 365 543 544 997 528 2.044
FlerbEekEs 15 24 63 17 a6 33 62

Seeds$

1,417 2,838 3,734 4,853 8,478 4,265 4,434
Total cash expenditures 6,411 12,239 14,969 19,449 27,482 16,111 18,630
Family labor g 574 15379 25,585 41,810 87,103 35,638 19,745

Own animal use 873 1,431 2,179 3,071 4,287 2,368 2,304

43 12 82 35 61
15,567 29,078 42,776 64,341 118,951; 54,152 0,739

Own machine use o 29

Expenditures plus househta
labor and assets (excl. land)

Carfiaarmraar rerriai 3,364 4,835 6,633 9,152 15,102 7,818 4,720

Total Cost (incl. land cost) 18,931 33,914 49,409 73,493 134,055 61,970 45,459
Source: MACO/CSO Crop Foreadssurvey, 2010.
Note: a) Fertilizer and seed costs include both subsidized and commercially acquired inputs.




UNRELIABLE

In Kenya, the
gorogorois
assumed to
hold 2.25 kg.
S0 40
gorogorois
assumed to
equal a 90 kg
bag.

However é.

BUYING METRICS

A3 kg
A2.25 kg

A2 kg

So, if a farmer
sells 120
gorogoroshe
IS paid for 3
bags, but has
actually sold
4!



RECOMMENDATIONS

Market skills training: Farmers involved in skills training
received on average 9% higher prices for maize than
farmers in the same region who did not receive training;

Agronomic extension work: Develop a suite of farming
practices to enhance longerm productivity for land and
abor constrained farmers;

Research and development: Particular focus on
developing appropriate technologies for land
constrained farmers in increasingly arid regions;

Input credit/micro-oans: Are WHR or grain banks the
solution?







