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What is the problem?

o In much of Eastern and Southern Africa,
countries often regulate the flow of food
across their border through ad hoc policies
in order to try to stabilize local prices .
= Often resulting in price instability

= Increased production and marketing risks for
farmers and traders.

= Loss of export opportunities when regional and
international maize markets are tightening.

E.g. Zambia could become a regional supplier & draw on
Mozambique/Tanzania when supplies are short

= Restricts growth of the agriculture sector




...... What is the problem?

In some countries in E/S Africa, marketing
boards continue to pay major role in food and
input markets

25-70% of marketed maize in Zambia, Kenya, Malawi,
Zimbabwe

Policy unpredictability

Sources of policy unpredictability
Export bans, import quotas (vear to year & within year)
Uncertainty over changes in import tariff rates

When and where will the marketing board enter the
market

Prices at which the marketing board buys and sells
unpredictable

Farmer & trader inventory carrying risks are high

...... What is the problem?

All of these sources of unpredictability impede
private traders’ to service the market better
Farmer & trader inventory carrying risks are high

When the risks of buying and storing maize
become too great, then traders:

must limit their exposure to risks — adopt “wait-and-
see approach”

find less risky investments

limit their investments that could otherwise benefit
small farmers

Impedes investment and competition in output & inputs
markets




Common Arguments for grain trade barriers

Maize is a staple crop for the poor

Free grain movements puts farmers and
consumers at the peril of unpredictable
international markets?

Poor farmers need government to defend prices
for them?

Consumers need government to make sure
enough grain is always available in the country?

Open border policy vs. trade restrictions?

Should countries have an open border policy or
should they restrict the flow of maize?

The rational for the later may be understandable
but there is controversy if this is ever successful.

We are therefore taking an empirical approach to
shed more light on this controversy.




Objectives

Are prices more stable in countries that resort to
ad hoc export and import bans as a way of
stabilizing food prices? Or

Are prices more stable in countries that have an
open border policy and rely on trade to stabilize
prices

What are the implications of the findings for
maize grain trade and food security

Data and Methods




....... Data and Methods

1 Price stability
= Unconditional CV
1 Price uncertainty is defined as the variance of

a price forecast error. Which is analogous to
E(P.-P.*)?, where P* is the expected price.

= expected prices are unobservable. Sow asure
uncertainty as a function of the variation jm-pas
prices. P

= Unconditional coefficient of variation

1 Measures of price instability
= Unconditional coefficient of variation

thank you




.....What is the problem?

Zambia

Malawi

Country

Markets

6 markets

Mozambique

Kenya

South Africa

Mali

Period

1/94 to 12/06

Source

Nairobi

# of months Ratio of

Year/Month ~ Nov Dec Jan Feb Mar Apr May Jun Jul Aug  Sept  Oct btwn low- high/low

high months
100405 [JRBBN 221 202 204 214 207 176 172 165 162 153 11 80%
1995/96 141 140 137 132 137 171 185 194 194 198 . 7 59%
100697 [N2EBN 236 267 279 301 313 312 293 242 243 248 5 46%
1997/98 226 229 232 236 206 193 186 185 177 179 5 43%
1998/99 173 159 . 205 199 208 225 239 231 209 208 6 62%
100000 214 217 224 231 211 [J2I0 223 241 241 225 211 2 17%
2000/01 210 199 189 184 178 169 167 150 141 137 [(429 11 65%
200102 113 151 143 151 157 [ 141 130 113 134 155 5 44%
2002003 160 185 173 152 [NBIN 163 213 227 219 234 55%
200304 SN 103 104 201 221 221 220 222 214 10 16%
2004005 210 212 213 [JEEH 220 210 218 218 226 7 20%
200506 230 243 216 226 231 240 251 234 199 1 31%
Average 196 197 197 202 204 205 211 211 211 198 191 196 6 46%




Lilongwe

#of months  Ratio of

Year/Month May  Jun Jul Aug Sep Oct Nov Dec Jan Feb  Mar  Apr  btwnlow-  high/low
high months
199495 95 104 NG 111 92 |67 1 72%
190506 g0 76 83 92 101 117 7 282%
1996/97 117 102 - 103 104 112 5 103%
1997/98 129 129 129 133 138 154 5 147%
1998/99 103 110 117 - 118 183 6 173%
1999/00 101 107 104 121 112 2 62%
2000/01 74 61 71 70 58 11 148%
2001/02 81 98 222 290 269 5 625%
2002/03 160 170 185 151 153 54%
2003/04 99 109 98 84 87 92 10 132%
2004/05 165 150 165 _ 150 161 168 170 159 167 159 7 63%
2005/06 164 192 162 164 242 272 267 266 269 267 1 161%
Average 111 111 121 123 140 142 159 170 196 215 211 149 6 168%

-Month of lowest price -Month of highest price
Maputo

# of months  Ratio of

Year/Month May  Jun Jul Aug  Sep Oct Nov Dec Jan Feb Mar Apr  btwn low- high/low

high months
1994/95 150. 152 223- 232 179 200 3 79%
1995/96 232 207 215 224 251 306 244 7 67%
1996/97 236 223 211 212 214 217 279 218 2 43%
1997/98 203 174 195 217 262 227 221 8 95%
1998/99 201 214 208 267 264 280 269 255 204 169 6 129%
1999/00 149 148 151 183 183 189 218 204 199 193 7 69%
2000/01 195 181 165 166 166 155 153 148 140 136 1 46%
2001/02 141 148 150 170 216 221 217 161 7 105%
2002/03 164 185 231 263 254 216 213 8 67%
2003/04 218 219 213 216 214 267 268 8 27%
2004/05 213 195 200 213 245 267 259 7 1%
2005/06 221 222 227 263 275 257 275 308 3 120%
Average 192 187 187 203 218 231 238 265 271 273 231 205 6 46%

- Month of lowest price

-Month of highest price




Mali-Koutiala-maize

#of months  Ratio of
Year/Month Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug  btwnlow-  high/low
high months
1994/95 62 68 83 106 114 112 113 130 145 . 1 155%
1995/96 119 132 153 157 171 174 188 207 217 10 117%
1996/97 112 129 132 134 138 137 157 156 106 1 70%
1997/98 103 109 122 131 151 160 164 - 11 158%
1998/99 125 123 134 146 143 137 145 149 129 4 41%
1999/00 76 77 60 73 78 86 110%
2000/01 80 8 8 114 137 135 136 145 1 146%
2001/02 116 124 169 168 175 182 201 225 10 143%
2002/03 156 179 180 175 178 182 191 187 11 49%
2003/04 74 75 74 74 8 9 91 91 10 58%
2004/05 141 142 151 181 212 240 264 280 10 163%
2005/06 133 149 150 157 163 162 170 169 1 48%
Average 128 104 108 116 123 132 142 148 157 165 8 64%
.
Zambia-Lusaka
# of months Ratio of
Year/Month  May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr btwn low- high/low
high months
1994/95 1129 1025 1073 1145 1456 1212 7 82%
1995/96 11438 1460 1715 1895 2260 2502 1433 8 156%
1996/97 1008 971 994 989 1095 1188 1219 9 42%
1997/98 1104 1022 1366 1509 1700 1909 1880 1750 1414 6 95%
1998/99 1235 159 1605 1629 1761 1785 1567 1613 1544 3 4%
1999/00 1383 1405 1397 628 754 748 732 1570 1420 1290 ! 1%
2000/01 1168 97.9 956 95.3 93.0 86.6 1019 1033 1030 6 191%
2001/02 95.3 981 1353 1188 1413 1657 2067 1768 7 257%
2002/03 1945 1938 1934 1735 1982 2203 2169 8 182%
2003/04 1348 1077 1232 1304 1590 1174 1568 1684 140.1 7 8%
2004/05 1252 1084 1061 1103 1213 1321 1387 1361 1535 8 53%
2005/06 1304 1462 1396 1605 1674 1723 1942 2610 2320 2461 2474 1947 8 87%
Average 1176 1194 1103 1263 1224 1375 1438 1655 1943  18L1 1743 1497 7 65%

-Month of lowest price

- Month of highest price




Mali-Rice-Loulouni

# of months Ratio of

Year/Month  Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug btwn low- high/low

high months
1994/95 4938 5243 5550 5541 5730 5574 5485 - 5027 5706 8 30%
1995/96 5422 4816 5129 5447 5314 5362  505.4 4 2%
1996/97 5428 5107 4452 4567 4827 5005 4843 5011 5 33%
1997/98 4945 4772 4625 4740 4634 4851 5125 6 2%
1998/99 5404 4632 3985 4519 4811 4683 4649 4625 6 38%
1999/00 4609 4073 3660  347.9 3311 3686 3975 4051 4204 4147 5 43%
2000/01 4113 3991 3609 3338 3403 3781 3920 3934  419.1 6 36%
2001/02 4292 4046 3835 3250 3331 3044 4320 4049 4266 4 36%
2002/03 4285 4256 4159 4073 4221 4344 4372 4278 4465 5 2%
2003/04 4147 4147 3803 3411 3453 3970 4199 4352 4458 7 84%
2004/05 4838 4584 4425 309.8 4426 4703 4750 4725 4630 5 28%
2005/06 4438 447.6 4343 4056 4155 436.3 4667 4707 4705 4765 5 2%
Average 478.5 471.7 442.6 408.8 399.1 400.1 414.5 446.9 462.9 473.6 471.7 475.4 6 20%

- Month of lowest price

- Month of highest price

Conditional CV

Lusaka
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