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ABSTRACT

Modelling the impact of the ‘Fast Track’ land reform policy on Zimbabwe’s maize
sector

By

Tinashe Kapuya

Degree: MSc Agric
Department: Agricultural Economics, Extension and Rural Development
Study Leader: Professor J.F. Kirsten

Co-Study Leader: Dr F.H. Meyer

The study attempted to analyse the impacts of the ‘fast track’ land reform on maize
production in Zimbabwe. This purpose was tackled by constructing a partial equilibrium
model that depicted what could have happened if no further policy shifts had taken place after
2001. Setting up a partial equilibrium model required a sound understanding of the

functioning of the Zimbabwe’s maize market.

The institutional structure of the Zimbabwean maize market was explored to inform the
model development process that would allow for the development of the baseline model.
Developing the model started off with the estimation of single equations which were
collapsed into a simultaneous system of equations through the use of a combination of
ordinary least squares and generalised least squares techniques. The development of the
simulation model required that assumptions be made for exogenous variables, and crafted
assumptions were based on the 2000 macro-economic and institutional environment as well

as agricultural policies.

The re-simulated baseline model that was constructed in this study was used to make
projections based on the various trends of exogenous variables in 2000. This means that the
model generated an artificial data set based on what the maize market would have looked like
under a set of the pre-2000 existent policy conditions. As such, all the shifts in the political
and economic environment that took place after 2000 were not introduced in the model. The
“fast track’ land reform policy was thus assessed based on the performance of the baseline
model using a range of “what if” assumptions. Therefore, the re-simulated baseline solutions
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discussed result not only from policy shifts that occurred before 2000, but also from the

convergence of hypothetical political and economic stability within the period in question.

The results of the re-simulated baseline indicated that the commercial area harvested was
negatively affected by the expropriation of commercial farms. The arguments in literature
that the “fast track’ land reform policy shift contributed the loss in area planted owing to the
stalling of farming operations due to political unrest, economic instability and input shortages
were supported by the model results which showed that total area harvested would have been
higher under pre-2000 conditions.

From the re-simulated baseline results, the difference between actual and would be outcomes
revealed that the total maize production was 13.27% less than what could have been
produced in 2001, the year that the “fast track’ land reform policy was formally implemented.
In view of the 2002/03 drought, output was 57.44% less and 33.53% less than what could
have actually been produced for the 2002 and 2003 seasons respectively. In the 2005 drought
season, the total maize production was 41.8% less than what could have been produced
without the “fast track’ land reform. This may imply that droughts would have been less
severe if the “fast track’ land reform was not implemented. In 2007, the baseline showed that
the nation could have produced almost 48.03% more than what was actually produced.
Therefore, according to the model results, the assertion that the ‘fast track’ land reform
contributed, to a fair extent, to the underperformance of the maize sector still holds.

The model developed in this dissertation contributes to an understanding of not only the
general structure of the maize market, but also of the impact of the ‘fast track’ land reform
policy on the Zimbabwean maize market based on how the market itself could have
performed under the absence of these land reforms. The baseline model revealed that the
maize sector performed below potential within the period of the “fast track’ land reform. The
maize market model could thus be used as a tool that may assist policymakers to design
future strategies that will help enhance maize sector performance.

Key words: “fast track’ land reform, maize, Zimbabwe, baseline model.
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CHAPTER 1

INTRODUCTION

11 BACKGROUND

Over the past four decades, both domestic and trade policy interventions within Zimbabwe’s
agricultural sector have occurred within the context of vast political and socioeconomic
change. Key developments in Zimbabwe’s agricultural markets which define its dramatic
transformation over the last forty years have been marked by three main shifts. Firstly,
maize production has shifted in terms of sectoral contributions, with the communal sector’s
contribution to total output growing to an average of 60% as the commercial farmers
diversified into export production (Jayne et al., 1994; Jenrich, 2008; Andersson, 2007).
Secondly, the marketing of grain was transformed from a controlled system to a relatively
free market dispensation during the 1990s. This was followed by a re-introduction of price
controls and marketing restrictions from 2001 to 2008 and, more recently, a shift back to
free markets operating under a multi-currency system. Thirdly, with more profound
implications, was a ‘fast track’ land reform policy that led to the expropriation of
approximately 4000 commercial farms from 2001 to present (Richardson, 2006;
Moyo, 2006; Moyo and Yeros, 2009). While this snapshot reflects that the agricultural
policy environment and the structure of production and marketing have changed
tremendously, an important question is what are the implications and impacts of such
changes on Zimbabwe’s agricultural sector.

As such, the broader changing economic and political landscape within which agricultural
production and marketing takes place warrants a greater need to understand how the policy
environment impinges on the supply and demand of grain. Looking at the food crisis in
context, there is now a greater need to continuously assess implications of the policy
decisions concerning pricing, distribution, production and grain market structure. This
process would facilitate the understanding and timely application of strategic information on
grain market supply and demand which could enable the adoption of effective decisions and
marketing strategies. In addition, it is crucial to develop a more efficient grain market if the
country’s food security status is to be improved, and this can be achieved, in part, by a
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prognosis of baseline projections and market outlooks that can assist government in taking

remedial action to correct current market inadequacies.

It is against this background that commodity modelling plays a critical role as it equips
decision makers with the requisite essential commodity market knowledge. Commodity
modelling as a distinct area of economic research has since the mid 1970s raised the
awareness of economists and policy makers to predict and better understand commodity
price. movements and market supply and demand (Meyer, 2005). Within this context,
commodity modelling examines the dynamics of commodity markets through various
techniques and simplifies the complex nature of the underlying supply and demand
relationships for the understanding of the decision makers.

The utility of commodity models occurs at various levels including forecasting, market
analysis and policy analysis. In Zimbabwe, literature on econometric commodity models has
largely been confined to single equation estimates that sought to estimate supply response
for policy analysis. However, the approach used in this study is unique and has not been
applied to Zimbabwe’s agricultural sector, and may thus provide the much needed
foundation for informed policy making in the maize sector.

1.2 RESEARCH PROBLEM

Over the past decade, Zimbabwe has been facing acute and persistent maize shortages.
Between 5.2 million and 7.2 million people in Zimbabwe have been in either chronic or
transient food insecurity, or both, since 2001 (Zimbabwe Emergency Food Security
Assessment Report, 2002; Human Rights Watch Group, 2003; Famine Early Warning
Systems Network (FEWSNET), 2008). This has led to substantial emergency grain imports
and food aid that have amounted to a cumulative expenditure of US$ 2.8 billion since 2001
(Cross, 2009).

The persistence, scale and scope of Zimbabwe’s food crisis reflect that the changes that
have occurred in the maize sector over time have not been well understood by policy
makers. It is against recurrent maize shortages that the sector be carefully assessed in order
to understand the impact of particular policy shifts in the maize market. A landmark shift in
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policy that has inevitably affected the maize sector is the ‘fast track’ land reform policy. A
prevailing rationale suggests that the unprecedented maize shortfalls have, to a fair extent,
been triggered by the ‘fast track’ land reform policy implemented in 2001 (Richardson,
2007a; Richardson, 2007b). However, analysing the effect of the ‘fast track’ land reform on
the maize market is complex, not least because of a combination of other policy factors that
have also been on-going, but also due to the fact that Zimbabwe experienced droughts in
2002 and 2005 (Andersson, 2007). Another fairly complex dimension to the problem is that
the “fast track’ land reform disregarded the private property rights of commercial farmland,
which contributed to decline in investor confidence, commercial exports and aggregate
production (Richardson, 2007a). The issue of property rights, however, remains contested in
literature and its effects have been empirically argued to be inconclusive
(Moyo et al., 2009). Therefore, attributing maize shortages to the ‘fast track’ land reform
policy, given the susceptibility of the market to droughts and the perceived negative effects

of property rights, remains debatable.

However, this particular study will not focus much on the contentious issue of property
rights, but will rather unpack the broader effects of “fast track’ land reforms on the maize
market. The complex nature of the interface between ‘fast track’ land reforms and maize
production implies that the production impact of Zimbabwe’s “fast track’ land reform policy
should be carefully placed within the scope of agricultural market performance. In this
study, a partial equilibrium model is constructed in an attempt to give an elaborate link
between the “fast track’ land reform policy and maize supply and demand within a specific
context and market setting. This empirical approach to land reform analysis may allow the
reader to reason that the model’s baseline or ‘would be’ outcomes against actual ‘fast track’
land reform outcomes could be the impact of the “fast track’ land reform.

1.3 RESEARCH QUESTIONS

The thrust of partial equilibrium modelling as a basis for analysing the impact of
Zimbabwe’s “fast track’ land reform policy on maize markets forms the theme and focus of
the study. It is against this backdrop that the study seeks to answer three specific questions:
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e How much maize output would Zimbabwe have achieved assuming no further policy
shifts occurred after 20007

e Based on the maize production outlook, what then would be the proximate impact of
the “fast track’ land reform policy on maize production?

e Given the unprecedented fall of the Zimbabwean dollar that occurred up to 2008,
what would have been the impact on the maize sector of a year on year depreciation
in exchange rate of 12% if Zimbabwe had maintained the *pre-2000” land reform

approach under a stable economic environment?

1.4  RESEARCH OBJECTIVES

The main aim of the study was to model the impact of the “fast track’ land reform policy on
the maize market. The study attempted to address this issue from the viewpoint that the “fast
track’ land reform policy impacted on the maize sector within the context of complex
dynamic policy and non-policy factors that impinge on agricultural markets. The maize
model was therefore built on a set of assumptions which will be discussed in-depth in
Chapter seven. The study had three overriding specific objectives, namely:

e To provide an outlook of Zimbabwe’s total maize production assuming no further
policy shifts occurred after 2000.

e To elicit, based on the maize production outlook, the proximate impact of the ‘fast
track’ land reform policy decision on maize production.

e To determine the impact on the maize sector, of a 12% depreciation in the exchange
rate if Zimbabwe had maintained the ‘pre-2000’ land reform approach under a stable

gconomic environment.

The outlined specific objectives were achieved by employing economic theory and
econometric modelling techniques applied to Zimbabwe’s maize market. The econometric
model system developed a picture of what could have happened if no further policy shifts
had taken place after 2000. The baseline model outcomes were then compared to the actual
outcomes under ‘fast track’ land reform policy. From this perspective, the developed model
provides a basis through which the effects of the “fast track” land reform policy on the maize

market can be analysed.
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1.5 OUTLINE OF STUDY

This section gives the background of the study and what it set out to achieve. The thesis
systematically unpacks the structure of Zimbabwe’s maize market in an effort to build a
partial equilibrium model for maize. The study is thus chaptered as follows: Chapter Two
reviews the background and role of agriculture in Zimbabwe’s economy in general and the
market structure of the maize sector in particular. The basic purpose of this chapter is to
inform the modelling exercise through an exploration of the maize marketing and pricing
structural policies, therefore using evidence as a basis for constructing the partial
equilibrium model. Chapter Three provides a literature review on commodity modelling,
firstly from a global point of view and secondly from a Zimbabwean viewpoint. The
importance of this chapter is to provide a review of how commodity modelling has been
done elsewhere in the world and in Zimbabwe, and therefore to inform the study of the
utility of available tools and how they may be applied to Zimbabwe’s maize sector. Chapter
Four discusses the theoretical framework of the study through a brief overview of the
theoretical foundation underlying the study. The economic theory discussed in this chapter
sets out the micro-foundations that are used in the construction of the model’s equations.
This leads to a discussion of the structure of the maize model in Chapter Five. The key
equations forming the building blocks of the model are outlined based on the theory
discussed in the preceding chapter. Chapter Six presents the empirical results of the model’s
equations and discusses what they imply from an economic point of view. Chapter Seven
presents the baseline outcomes based on solutions derived from the simultaneous system of
equations. An analysis of the “fast track’ land reform policy scenario and the impact of the
depreciation of the Zimbabwean dollar are outlined. Chapter Eight then concludes the study

and gives recommendations.
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CHAPTER 2

ZIMBABWE’S AGRICULTURAL AND MAIZE SECTOR: AN
OVERVIEW

2.1 INTRODUCTION

Developing a partial equilibrium model requires a thorough understanding of the market
behaviour (including the decision-making processes of producers and consumers) inside the
framework of the wider environment within which maize sector economic agents operate.
This chapter therefore provides a descriptive overview of the functioning of Zimbabwe’s
maize marketing and pricing policy. The essence of the literature here is to provide a basic
and sound appreciation of the functioning of the maize market over time so as to provide the
foundation for a solid understanding of the maize model development exercise. The
functional aspects of the maize market will provide the conceptual acumen for modelling
farmers’ price expectations and responses, allowing for the development of a simulation

model that can appropriately mimic the Zimbabwean maize market.

While the focus of this study’s analysis is on modelling the maize market, the reader should
also keep in mind the broader political, institutional and historical forces that provide the
context for market responses® to agricultural policy reform issues and how they influenced
the food self-sufficiency outcome in Zimbabwe. Therefore, this chapter also identifies the
historic market conditions that existed leading up to the current food crisis. Understanding
the historical market conditions is important because the “fast track’ land reform policy links
up with maize production structure and supply vis-a-vis maize area planted under
commercial and communal sectors over time. Therefore, understanding the past functioning

of the maize market and its related production structure is critical to attaining an

% Rohrbach (1987) argues that the complexity of socio-economic and political issues involved in any particular
country's producer response to institutional and structural policy changes makes the process of estimating the
value of grain forecasts extremely difficult.
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understanding of the effects of the ‘fast track’ land reform policy shift on the supply-

demand function in the market.

The chapter is therefore organised into four sections. The first section provides a brief
background of the agricultural sector. The second section reviews the evolution of the maize
sector as well as its marketing structure. The third section provides an overview of the
government policies and the chapter ends with a discussion of the current situation in the

Zimbabwean maize sector and a summary of the chapter.

2.2 BACKGROUND AND CONTEXT

The initial step towards eliminating colonially induced economic and social disparities was
done through a benchmark policy dubbed the “Growth with Equity” initiative, a policy
implemented in 1980 when Zimbabwe gained independence (Muir-Leresche, 1998). Part
and parcel of this initiative was to redistribute land to landless communal farmers through a
Lancaster House settlement that committed the British government to provide funding for a
‘market based’ land reform programme (Rukuni, 2006; Utete, 2003). Although considerable
policy efforts have been made towards both social equity and economic growth ever since,
limited progress has been made in achieving productivity and output growth (Kapuya et al.,
forthcoming).

A notable point in the history of agricultural policy has been the ‘fast track’ land programme
implemented by the Government of Zimbabwe (GoZ) from 2000 which was set to achieve
equitable distribution and growth in agricultural production. Although benefiting thousands
of indigenous farmers allocated land under the A1* and A2° resettlement models, the “fast
track’ land reform programme has not transformed the agricultural sector to achieve the
expected increases in the level of agricultural production of the traditionally large-scale
commercial farming (LSCF) sector dominated enterprises like tobacco and wheat.
Moreover, Zimbabwe has even struggled to produce sufficient maize output even though the

maize sector is traditionally a communal farmer dominated sector. Communal farmers in the

* The A1 model has plots with 5-6 arable hectares and in excess of 6 hectares for grazing.

®> The A2 model has farms ranging from 2 to 50 hectares in the peri-urban areas, 15 to 250 hectares in Agro-
ecological regions | — 111 and 350 to 2000 hectares in Agro-ecological regions IV and V. For your reference,
go to Annex C
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1990’s produced an average of two thirds of maize output (Jenrich 2008; Rukuni, 2006).
While it would stand to reason that more maize would be produced if communal farmers
expanded their land under the redistribution exercise of the ‘fast track’ land reform
programme, most of the years since 2000 have been characterised by acute maize shortages
to the extent of attracting international emergency food aid amounting to a cumulative
US$ 2.8 billion (Cross, 2008).

Industry experts attribute maize production shortfalls in preceding seasons as well as the
2009/10 production season to a myriad of farm-level challenges emanating from policy and
non-policy factors. These include a lack of adequate funding, agricultural input shortages
and limited commercial farming skills. Yet, given enough support through strategic and
timely interventions under stable institutional, economic and political conditions such as
those that existed before 2000, Zimbabwe’s agricultural sector may realise substantial
increases in productivity. This is argued since research has established that output per
hectare increases with reduced farm size in all natural regions of Zimbabwe (Elich, 2005).

However, Richardson (2004) and Richardson (2006) argued that the land redistribution of
2001 did not achieve the expected increases in production, pointing out the ‘tragedy of the
commons’ associated with the land reform policy’s failure to uphold private property rights
as a key factor. Moreover, the indiscriminate seizure of commercial farmland broke the
structural link between the communal and commercial farming sectors, which had
symbiotically benefited communal farmers in terms of subsidised fertilizers, inputs, low-
interest loans and foreign exchange generation for the agricultural sector (Richardson,
2007a). It is against this background that the “fast track’ land policy is argued as the cause

of maize production shortfalls.

In light of this widely-shared opprobrium, an obvious and yet urgent question is the extent
of the *fast track’ land reform policy’s impact on the maize sector. Although Richardson
(2007a) explores what would have happened if the “fast track’ land reform had not been
implemented, Andersson (2007) purports that this argument was incoherent and flawed
because it was not based on a sound understanding of maize production trends. Nonetheless,
it is Richardson’s (2007a) line of reasoning that forms the thrust of the argument that this
study seeks to further unpack and comprehend. Even though considerable debate has
erupted over the appropriation of the “fast track’ land programme as a cause of agricultural

9
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production shortfalls, the study will not focus on this debate but will rather build its
argument on how much Zimbabwe could have produced had the GoZ not implemented the
‘fast track’ land reform programme. Because the study attempts to empirically determine
how much maize would have been produced after 2000 if the GoZ continued with its pre-
2000 land reform and the then set of agricultural policies, the focus of this chapter will thus
be primarily on reviewing grain market and pricing policies over time. This process will
allow for a sound grasp of policies, institutions, economic and market conditions that
existed prior to and after the “fast track’ land programme period. This knowledge is used to
inform the development of a model that may give an outlook within the period the *fast

track’ land programme was implemented.

For the sake of recourse, it is important to establish the importance of the agricultural sector
to Zimbabwe’s economy. In the next section, the importance of the agricultural sector is

reviewed in line with its strategic value in the economy.

2.3 OVERVIEW OF ZIMBABWE’S AGRICULTURAL SECTOR

By virtue of being a developing country, Zimbabwe’s agrarian economy is sustained by an
agricultural sector which is uniquely important for several reasons, namely its provision of
food, employment®, value added to GDP and foreign exchange’ (Rukuni, 1994; 2006).
Agriculture’s contribution through these economic functions has meant that agricultural
sector performance mirrors the performance of the entire economy (MAMID, 2009).

The Zimbabwean agricultural sector is supported by well-diversified production systems
whose structures consist of two main subsectors which include the livestock sector and the
crop production sector.

The livestock sector consists of beef, dairy, poultry, piggery and game ranching, while the
crop production sector is typified by the production of over 20 types of food and cash crops.

®n 2000, the sector employed 30% of the economy’s overall formal labour force and supported 70% of the
population’s livelihoods through direct and indirect means (Bautista & Thomas, 2000).

" In value terms, the agricultural sector forms the largest single source of export earnings, contributing 40% to
45% of total exports in most years since the late 1980s (Mudimu, 2003).

10
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The crop production sector in Zimbabwe can be partitioned broadly into three categories.
The first category is food grain crops, which include maize, wheat, edible dry beans and
small grains (barley, sorghum and millets). The second category encompasses oilseed and
crops such as soybean, groundnuts and sunflower; while the third category includes key
export crops — tobacco and cotton. The third category comprises high-value estate or
plantation crops (sugarcane, tea, coffee and citrus), horticulture (floriculture and vegetables)
and other non-traditional export crops (like paprika).

The contribution of agriculture, in terms of food and exports, has been the pillar of
Zimbabwe’s economic stability, with years of drought coinciding with years of negative
economic growth. An example can be drawn from the 1992 and 1995 droughts in which the
agricultural sector’s real growth rate declined by 23.3% and 7.6% respectively (Mudimu,
2003). It is during these two seasons throughout the decade that the economy responded by
shedding GDP by -5.4% and -1.0% respectively (ibid). This implies that growth in the
agricultural sector dictates the performance of the wider national economy. As
Muchapondwa (2009) contends, Zimbabwe’s economic performance has depended greatly
on agricultural export earnings and the production of surplus beyond domestic requirements.
As such, after 1980, Zimbabwe’s agricultural sector grew steadily, although slowly,
accounting for an approximate average of 18% of Gross Domestic product (GDP) and over
40% of national exports annually (Kapuya et al., forthcoming). Matshe (2003) attributes
about 50% of GDP growth as directly or indirectly dependant on primary agriculture.

Figure 2.1 below shows the trends in year-on-year GDP growth from 1980 to 2008. The
graph shows that, historically, year-on-year GDP declined during years of drought, as
shown by the negative growth rates in 1983, 1987, 1992 and 1995. This implies that a
positive correlation exists between agricultural performance and GDP growth. However,
since 1998, Zimbabwe has undergone 12 years of year-on-year GDP decline®. Ironically,
1998 is not only the year the country experienced a cyclone, but it was also the same year
that sporadic land invasions started (Rukuni & Eicher, 2006). Now, an important

& Zimbabwe’s GDP by 2008 had contracted to half of that of 1998 (Robertson, 2009)
11
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observation is that throughout the “fast track” land reform period, year-on-year GDP growth
has been consistently negative (see Figure 2.1).
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Figure 2.1: Trends in Year-on-Year GDP Growth (1980-2010)

Source: Adapted from Robertson (2009)

* Estimates based on Robertson’s (2009) forecasts

Despite the economic decline, agriculture has still remained one of the most important
sectors of Zimbabwe’s economy (Robertson, 2009). Despite the negative GDP growth,
agriculture’s contribution to the total GDP has been at least 16% since 2000 (AIAS, 2004).
Statistics show that the sector’s contribution to GDP peaked at 28.8% in 2001, although its

contribution to the growth rate has been negative in most years since 2000 (see
Appendix E).

Although there is a lot of evidence to support the notion that agricultural performance and
GDP are correlated, the question of the wider economic impacts of ‘fast track’ land reform
on the Zimbabwean macro-economy is quite complex, as is the question of what caused the
rapid decline in the economy over the past 10 years. It is important to note that other
important factors have had an influence on the economic decline witnessed after 1998.

Davies (2004) explores the interaction of a range of factors, including rent seeking in the

12
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black market for commodities and foreign currency, the collapse of institutions of
democracy in the interests of an authoritarian ruling party, growing shortages of fuel,
electricity and production inputs; and currency-based predations of the ‘rentier’ class.
Richardson (2007a) contends that rainfall (droughts), land reforms, political conditions,
labour productivity, capital formation and foreign aid are important factors that determine
economic performance in Zimbabwe. While these factors have direct and indirect links to
agriculture, Richardson (2006) uses the Zimbabwe case to argue that de Soto (2000) is
correct in the analysis of private property rights as the center-piece of the ‘hidden
architecture’ of capitalism and the basis of prosperity in market economies.

As such, that property rights may have had intricate and far-reaching negative ripple effects
on investor confidence, land equity, and entrepreneurial knowledge and incentives explains
not the causes, but the factors that hastened and sustained economic decline. It is for this
reason that Zimbabwe’s ‘fast track’ land reform is identified as a key factor that has
contributed to the economic decline. Otherwise, strong neutral considerations support the
broad agreement, across a spectrum of ideological perceptions, that “fast track’ land reforms
caused the economic crisis since it had an extremely negative effect on the perceptions of
both international donors and investors in the early 2000s, with damaging impacts on
Foreign Direct Investment (FDI), as well as international funding from the International
Monetary Fund (IMF) and World Bank, which eventually exacerbated Zimbabwe’s

economic decline.

Delving into the cascade of effects of the expropriation of commercial farms under the “fast
track’ land reform, the subsequent poor agricultural market performance suggest that the
paradox of Zimbabwe’s food crisis needs to be unpacked further. Drawing from and
building on Richardson’s (2007b) argument, the question is: would the drop in agricultural
production have been less severe if “fast track’ land reforms had not taken place? This
question needs to be treated very carefully because the effects of the loss of property rights
under the land reform occurred within the context of a complex and dynamic maize market
that also experienced two droughts in the space of three years. Naturally, maize markets
would take time to recover from such phenomenal natural disasters. In the next section, an
attempt is made to systematically unpack Zimbabwe’s maize market to understand the
functioning of the market before and after the “fast track’ land reform.

13
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24 AN OVERVIEW OF ZIMBABWE’S MAIZE SECTOR

Underpinning Zimbabwe’s maize market has been a stern historical policy bias that taxed
the sector (Masters, 1991; Masters, 2007). The political fascination of maize in the broader
agricultural policy context stems from a number of critical sensitive components pertaining
to its aggregate contribution to national welfare. As a basic and essential attribute, maize is
the most important grain crop in Zimbabwe, being both a major livestock feed grain and a
staple food. FAO (2008) reported that maize and maize products accounted for 43% of the
total dietary energy supply (DES) between 2003 and 2005 while FAO (2004) and Jayne et
al. (2006) estimated maize’s contribution to the caloric intake requirement at an average of
between 50% and 70% respectively. Despite critical maize shortages, the average per capita
food consumption of maize and maize products was 120 kg/yr between 2004 and 2008.

More than half of the maize produced is consumed by humans, with about 10% being
utilised by the animal feed industry, while the remainder gets used for seed and other
industrial purposes (FAO, 2004). Apart from serving as the country’s staple food, maize’s

share of total agricultural revenue averaged 5.7% (Richardson, 2007a).

The importance of maize as outlined here has been underlined by a great significance in
production and marketing organisation. Under this section, the maize sector is reviewed by

discussing three important issues which include:

e The maize market calendar
e Maize area harvested, yield and production

e The maize balance sheets

2.4.1 Zimbabwe’s Maize Marketing Calendar

Maize planting takes place during the period of ‘land preparation and planting” which runs
from the beginning of September to the end of December. It is also during this period that
Zimbabwe’s main rainy season commences, stretching from the period around the end of

October or mid-November to around February or March. As shown in Table 2.1 below, the

14
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first maize harvest (green maize) is done between the months of February and May, while
the conventional harvest period of dry maize falls between the months of May and August.

Table 2.1:  The Maize Cropping Calendar

Period .
Start End Activity
31 April/l May 31 August Main Harvesting
31 April 31 October Deliveries to the Market
1 September 31 December Land Preparation and Planting
31 October/Mid November | 31 March Main Rainy Season
1 February 1 May Green Maize Harvesting

Source: ZIMVAC (Various Issues)

The GMB trading year is marked by the beginning of the dry maize harvest period and first
deliveries on the 31% April. Thus, farmers normally start delivering their maize to the
market around April/May, and deliveries usually continue up to October.
Takavarasha (1994) points out that 90% of locally produced maize deliveries have in the
past been received during the five-month period between June and October.

2.4.2 Maize Area Harvested, Yield and Production

If normal weather prevails, a national total of at least 1.2 million hectares of maize should
be planted to meet the domestic human consumption requirements of 1.825 million tonnes,
on average. Generally, the trend over time has been towards an increasing total maize area
planted. Total maize area harvested has remained above 1.317 million hectares since 2001

and has been above a 1990s average of 1.301 million (MAMID, Various Issues).
Figure 2.2 below shows that the area harvested peaked in 2005 and 2007 to above

1.7 million hectares. This may be attributed to the effects of the “fast track’ land reform

which is believed to have expanded communal and smallholder area.
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Figure 2.2: Total Maize Area Harvested, Production and Yield

Source: AIAS (Various Issues)

The observed gains in maize area harvested have however not been matched with a
corresponding increase in yield. Yield has fallen below the 1990s average of 1.25 tons/ha;
with the worst yield being 0.4 tons/ha and 0.33 tons/ha recorded in 2002 and 2008,
respectively. The effects of declining yield are also reflected in the lower levels of output.
Since 2001, Zimbabwe has not produced maize that is sufficient to meet domestic

requirements.

As shown in Table 2.2 below, the total national maize output has dropped to 575 000 tonnes
in 2007, the lowest since the 1992 drought. Although maize output increased marginally in
2008, production was still less than half of national requirements. Forecasts by the
Commercial Farmers” Union (CFU) for the 2009/10 farming season suggest that output will
fall to below 400 000 tonnes (ZCGPA, 2010). This estimate is only 22% of national
requirements despite the government’s target under the Social Transformation and
Economic Recovery Programme’s (STERP’s) forecast of meeting 80% of national maize
requirements. Nonetheless, Esterhuizen, (2010) argues that the country is highly likely to
produce at most 600 000 tonnes and this will be due to prevailing challenges of input-supply
bottlenecks and a lack of funding currently facing farmers.
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Table 2.2:  Output and Yield Relative to 1990s Annual Average
% Change from - % Change from
Year (%:fﬁ::) the 19905 Output | OnYnIZISc;h 2 the 19905
Average Yield Average
1990s 1,668,600 - 1.25 -
Average
2000/1 1,476,200 -11.50 11 -12.00
2001/2 1,526,300 -8.50 0.4 -68.00
2002/3 929,600 -44.30 0.9 -28.00
2003/4 1,058,800 -36.50 0.8 -36.00
2004/5 1,686,200 1.10 0.5 -60.00
2005/6 915,400 -45.10 0.6 -52.00
2006/7 952,600 -42.90 0.5 -60.00
2007/8 575,000 -65.50 0.33 -73.60
2008/09 1,242,600 -25.50 0.81 -35.20

Source: AIAS (Various Sources)

In spite of the maize shortfalls, several programs have been implemented, through NGO,
government-funded, intergovernmental and regional initiatives from 2000 to date, to
improve maize output. Such programs mainly involved provision of subsidised inputs at

concessionary interest rates, and these include:

e The Government Input Scheme (GIS) (2000);
e The Productive Sector Facility (PSF), introduced in 2004; and

e The Agricultural Sector Productivity Enhancement Facility (ASPEF), introduced in
2005 through the Reserve Bank of Zimbabwe’s (RBZ) quasi-fiscal policies;

e The Southern African Development Community’s (SADC) provision of seed and
fertilizer through the SADC Agricultural Inputs Support Initiative (2008) that
primarily supports smallholder farmers in communal, old resettlement, and

smallholder commercial areas.

e The Humanitarian Inputs Support Scheme (2009) coordinated by the Food and
Agriculture Organization (FAO) and funded by 16 donors. The programme was
implemented by 35 non-governmental organisations (NGOs), UN-Agencies and

other humanitarian organisations.
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Despite all these efforts, maize production has not increased beyond national requirements.
Uncovered maize deficits have led to the increasing importance of international food aid as
a source of grain to meet domestic maize requirements. The United Nations’ system, which
includes the Food and Agricultural Organisation (FAO), Organisation of Children’s Health
(OCHA), United Nations Programme on HIV/AIDS (UNAIDS), United Nations
International Children’s Emergency Fund (UNICEF), United Nations Population Fund
(UNFPA), United Nations Development Partnership (UNDP), World Food Program (WFP)
and the World Health Organisation (WHO), in collaboration with other non-Governmental
Organizations (NGOs) and the Southern Africa Development Community (SADC), have
been obtaining and implementing food aid programmes in Zimbabwe to augment the supply
of grain and grain products. In 2008, according to the WFP, approximately 327 338 tonnes
of maize and maize meal had been delivered through programme aid and on an emergency
basis. The table below shows a compilation of the food aid estimates from 2004 to 2008 by
the World Food Programme (WFP).

Table 2.3: Food Aid into Zimbabwe (2004-2008)

Emergency food aid Project food aid Total
Year
(tonnes) (tonnes) (tonnes)
2004 248 794.70 258.5 249 053
2005 71 552.80 1522.00 73 075
2006 134 487.40 0 134 487
2007 145 523.50 10 129.50 155 653
2008 322 338.00 5 000.00 327 338

Source: WFP Database (2009)

Over the past three years, maize imports and food aid have accounted for approximately
one-third and two-thirds of total supply in the 2006/07 and 2008/09 marketing years;
respectively. The combined contribution of food aid and imports increased in the 2007/08
season to an estimated 758 000 tonnes against a local production estimate of 575 000
tonnes. This shows that the maize sector has become increasingly reliant on imports and

food aid due to insufficient domestic production.

2.4.3 Zimbabwe’s Maize Balance Sheet

A major concern over the past decade has been the need to incorporate food balance sheets
in food policy decisions and to therefore inform maize market policy. Recurrent deficits

have been a reflection of a general lack of insight into the importance of maize balance
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sheets for planning decisions. Jacobs and Summers (2002) and Rukuni and Eicher (2006)
point out that food balance sheets are essentially constructed to determine over- and under-
supply in a given consumption period. Knowledge of the extent of deficit (or surplus) in
turn allows for government to anticipate challenges (and opportunities) that would allow for
the design of adaptive measures to combat deficit (or to dispose of surplus). However,
balance sheets need to be constructed using good data which has not been readily available.
Estimates on supply and demand variables have varied across institutions, with GoZ,
FAO/GIEWS and ZIMVAC estimates offering markedly different balance sheet datasets.

Nonetheless, average annual domestic utilisation of maize between 2001/02 and 2008/09 is
estimated at 1.98 million tonnes (AIAS and FAO, Various Issues). Estimates from FAO
(2008) reports show the total domestic maize utilisation to be 1.825 million tonnes, while
government estimates peg it at 2.4 million tonnes after including other discretionary stock
uses such as supply stabilisation (precautionary) stock. In Table 2.4 below, a maize balance
sheet trend is displayed to show the stock supply and demand balance of Zimbabwe’s maize
sector from 2003/04 to 2008/09.

Table 2.4:  Trends in Zimbabwe’s Maize Balance Sheets (2003/04-2007/08)
Variable 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09
Supply
Production 1686000 | 915000 | 1485000 | 953000 | 471000 | 1240000
Opening Stock 88 000 120 000 70 000 0 154 000 32 000
Imports
o Gvtlmports | 340170 | 184901 | 685983 | 250659 | 340170 | 450000
e Food Aid 249 053 73075 134487 | 155653 | 327338 | 299000
e Informal® - 13108 1875 1617 2593 23000
Total Supply 2363223 | 1292976 | 2377345 | 1360929 | 1141101 [ 2044000
Demand
Human use 1529639 | 1549294 | 1648417 | 1747337 | 1,632,013 | 1825000
Feed use* 150 000 125 000 137500 | 437975° | 150000 150 000
Seed use* 110000 | 101000 56 000 - 48 000 48 000
Losses* 79 000 - - - 40 000 57 000
Closing stocks 120 000 70 000 0 154 000 32 000 50 000
Total demand | 1988639 | 1845294 | 1841917 | 2,339,312 | 1902013 | 2130000
Surplus/Deficit | 374584 | -552318 | 535428 | -860000 | -606912 | -86000

Source: AIAS (Various Issues), *FAO (Various Issues), USAID-FEWSNET (2007; 2009) and MAMID

(Various Issues)

® Cross-border informal maize imports from South Africa, Zambia and Mozambique

10 Aggregate of feed, seed and losses
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The 2008/09 maize balance sheet reveals that Zimbabwe’s maize market had a negative
balance of approximately 86 000 tonnes which represents the uncovered deficit in that
particular consumption period. Apart from the 2003/04 and 2005/06 seasons, other years in
the previous five year period had been worse, particularly in the 2004/05 and 2006/07
seasons which had uncovered deficits of just over 552 000 tonnes and 860 000 tonnes,
respectively (see Table 2.4).

Quite evidently, domestic production has been far short of requirements and has been
augmented by imports from government, food aid and cross-border informal trading. A key
observation is also that maize deficits have effectively underlined Zimbabwe’s position as a
net importer of maize. When compared to the 1980s and 1990s, decades in which
Zimbabwe was a major net exporter in the region, then one may conclude that there has
been a clear shift in the net trading position of the country’s maize sector.

It is important to note that while every effort has been made to carefully assess the maize
data from various sources, as presented in the balance sheet trends in this section, such data
has been quite messy and difficult to validate. This is particularly true with regard to ending
stock figures, imports, food aid, and even maize demand. Various sources have offered
diverse stock balances, and the attempt here sought to present a near representative maize
balance trend. Although the data might not be an accurate reflection of the actual supply and
demand, it nevertheless provides an insightful and general idea of the maize supply and
demand situation in Zimbabwe over the past five years.

25 ZIMBABWE’S AGRICULTURAL POLICY AND GOVERNMENT
INTERVENTION

Because food is essential to a nation’s health and vital to any concept of well-being, grain
markets have been a particular focal point of agricultural policy. This compelling fact can be
traced back to the Great Depression in the 1930s, the defining effects of which led to the
implementation of the policy foundation of Zimbabwe’s agricultural sector. In this section,
the historic policy frameworks that governed the maize market and how these affected the

maize sector over time are reviewed.
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From a broader and much more general perspective, the history of maize market policy in
Zimbabwe’s agricultural sector has largely been interventionist. The rationale for this
approach is premised on four key objectives, namely:

e To achieve income re-distribution,
e To attain food security,
e To achieve economic growth, and/or

e To improve allocation of resources (Timmer, 1986).

In achieving these objectives, the Zimbabwean government’s agricultural policy

interventions took two main forms which included:

e A pricing regime under a state-controlled market in which uniform prices were set
throughout the season (pan seasonal) and throughout the year (pan territorial) from
1930 to 1996, and from 2000 to 2008.

e Direct involvement in maize purchasing, sale, buffer stock management and
discretionary trade policy instruments such as export restrictions/bans since the
formation of the GMB in 1930.

The key objectives and the forms of interventions outlined above are assessed in this section
of the chapter by reviewing the overall policy environment of Zimbabwe’s grain sector.
Therefore, the section is going to be partitioned into three main subsections which will
explore three important aspects which include:

e The evolution of Zimbabwe’s maize marketing and pricing policies,
e Zimbabwe’s grain trade policy, and

e The market structure of Zimbabwe’s maize sector

These are discussed in greater detail below.
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2.5.1 Evolution of Zimbabwe’s Maize Marketing and Price Policy

The grain sector, as a food production and distribution sector, has received and continues to
receive particular attention in terms of both policy and regulation. What started off as a
Maize Board in 1931, and was then the foremost policy meant to support white farmers in
the negative effects of the Great Depression, set the platform for decades of controlled
marketing of maize as well as other agricultural commodities. The creation of the Maize
Board paved the way for the enactment of a set of key support institutions and policy
instruments that were initiated primarily to offer a comprehensive support system to white
commercial farmers. Among the most significant and essential pieces of legislation were the
Maize Control Act (1931 and 1934), the Land Apportionment Act 1930, the Land Tenure
Act (1969), the Farmers Debt Adjustment Act (1935) and the Seed Act (1965). Research
and Extension support institutions were initiated by the setting up of the Department of
Research and Specialist Services (DR&SS) in 1948 and the Department of Conservation
and Extension (CONEX), respectively. The critical grain marketing functions of the Maize
Board were then financed and coordinated by the Agricultural Marketing Authority (AMA)

which was established in 1967.

While all of these institutions provided a framework for maize production and marketing, it
was nonetheless the Maize Control Act of 1931 that formed the foundation and essence of
agricultural policy. The Act has had several amendments over time. The first amendment
came in 1934 through the introduction of a segregatory marketing and pricing structure in
which black farmers were taxed to subsidise white commercial farmer exports (Rukuni,
1994; Rukuni, 2006). The second landmark came through the reconstitution of the Maize
Control Act in 1950 to become the Grain Marketing Act. It was through this Act that the
Maize Board became what is now presently known as the Grain Marketing Board (GMB).
As the name inferred, the GMB was not only meant to assume control of maize but all other
major grain crops. Therefore, Sorghum was thus controlled in 1950, groundnuts in 1952,

soybeans in 1969, wheat in 1970 and sunflower seeds in 1984.

Market controls under the GMB implied an administered grain marketing and pricing
system in which the Board itself also assumed the sole right to storage, distribution and
transport functions of grain throughout the country. While segregatory pricing structures
between black and white farmers persisted during the colonial era, it was only in 1980, the
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year Zimbabwe gained independence that grain markets under a black government shifted to
a non-racially based price system.

During and after the colonial era, set prices were announced either before planting or before
harvest (Sukume and Guveya, 2009). Historical trends suggest that post- and pre-planting
announcements were discretionary. Takavarasha (1992) argued that pre-planting'* prices
were used under exceptional circumstances, for instance, in seasons following a drought in
order to send stronger signals to producers so as to boost production. Generally, producer
prices were announced around beginning of April, four to five months after planting. From
1981, the Ministry of Agriculture adopted a consistent post-planting price regime. Previous
year’s prices were taken to represent the minimum producer price for the upcoming season
(Takavarasha, 1994). Thus, farmers based their production decisions on current year’s
maize price while negotiating for higher prices. The on-going negotiations and producer
price outlooks informed the pre-planting policy statements that highlighted government’s
expectations of future production trends.

In 1987* the GoZ modified the maize pricing structure to what is known as a ‘two-tier
system’ in  which communal farmers obtained favourable terms and prices
(Richardson, 2007a). The key strategic objective of the two tier price system was to promote
diversification of commercial farmers to export production whilst maintaining high maize
production from the communal farm sector. However, this pricing regime came at the cost
of supporting smallholder production through implicit subsidies for transport costs of
smallholders, particularly those in remote areas (Jayne and Rukuni, 1993; Muir-
Leresche and Muchopa, 2006). The negative impact of these subsidies has been well
documented, and the costs of such GMB operations, combined with loss-making maize

1 Rohrbach (1989) pointed out a maize pre-planting price regime occurred between 1976 and 1985. From
1979 and 1981, he noted real prices increases of 60%, a corresponding large-scale commercial maize area
increase of 50% and a maize sale increase of 250% respectively. In 1982, government temporarily suspended
the pre-planting price regime, and a 35% decline in supply followed (ibid).

12 In the same year, government introduced the Export Retention Scheme and the Export Revolving Fund in
which foreign exchange allocations favoured exporters; these were export incentive measures that were meant
to stimulate export oriented production. This policy was argued to have increased the propensity of the
commercial sector to shift to high value export crops which, in addition to the lure of the depreciation of the
Zimbabwean dollar, further increased economic gains as a result of the weakening exchange rates.
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export surpluses contributed to fiscal deficits™ that prompted the need to adopt new
sustainable free market measures. Table 2.5 below summarises the pricing approaches

before the maize markets were liberalized.

Table 2.5: Summary of Pre-liberalisation Pricing Approaches
Policy Policy Features Policy Goals
Pre-planting Producer prices were Boosted producer incentives as it reduced risk and
prices announced before planting. uncertainty. Also enabled farmers to make decisions

based on relative prices

Pre- and post-
harvest prices

Producer prices were set and
announced around April.

Enabled the GoZ to gauge potential harvests and
stocking levels before announcing prices.

Pan-territorial
pricing

Payment of uniform prices
through the country.

Benefited farmers in remote surplus regions at the
expense of those close to markets but in deficit.

Discouraged production of high value-low volume
crops (Export crops). This implied implicit transport
subsidies to remote farmers

No incentive for off-season production. Encouraged
centralised as opposed to on-farm storage.
Encouraged production of high value-low volume
crops (Export crops) by commercial farmers.

Pan-Seasonal
pricing
Two-tier pricing

Producer and consumer prices
are set annually.

Communal farmers paid more
than Commercial farmers

Source: Adapted from Muir-Leresche and Takavarasha, (1988); Sukume and Guveya (2009)

Against pressure to scale down the GMB operations, the maize market was partially
liberalised in 1992, a policy shift that was part of a stepwise approach towards the
development of a free market-oriented maize sector. In what became popularly known as
the Economic Structural Adjustment Programme (ESAP), a market reform initiative that
relegated the Board to residual trading of maize, gradual private-sector participation in the
market was cautiously adopted. The GMB, however, still manipulated prices through
purchase and sale operations, playing a supply stabilisation function and also maintaining
full control over import and export maize trading. This implied that, instead of purchasing
the entire marketed surplus as was the objective during the initial control period, the GMB
attempted to manipulate maize market prices ostensibly for food security and price

stabilisation purposes.

Meaningful private sector participation came through the establishment of the Zimbabwe
Agricultural Commodity Exchange (ZIMACE) in 1994 which effectively became a
competing entity to the GMB (ZIMACE, 1999). Maize producers during this period had

3 Tschirley et al. (1999) refer to Jenkins (1997) to point out that fiscal deficits of Zimbabwe’s Grain
Marketing Board in the early 1990s were 5% of GDP.
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several market options. Farmers would either opt for on-farm storage or choose between
alternative markets by delivering their produce either to the GMB or directly to processors
and other grain traders. Progressive market liberalisation for the maize sector was completed
in 1996, implying that the market was free of intervention across the value chain, with the
GMB still the buyer of last resort. Concerns over sharp increases in prices during this era
attracted scepticism from policy makers who pointed out that free markets failed to stabilise
maize and maize meal prices. These concerns came after GMB had raised its maize selling
price to millers to adjust to prevailing market prices, following which millers raised roller
meal prices by 21% (Masanganise, 2002; Sukume and Guveya, 2009). This triggered food
riots across the country in January 1998, and thus government re-introduced controls on

maize meal prices in May the same year.

Although this has been signalled as a failure of ESAP, it appears that policy makers have
been oblivious to the fact that the performance of the maize market in the 1990s reflects not
the impacts of ‘liberalised maize markets’ but rather a mixed policy environment of
legalised private grain trade within the framework of an interventionist GMB operation in
the maize market. The Food Security Group (forthcoming) argue that such an environment
would not be conducive to nurturing private participation primarily because of its pertinent
focus on single functional aspects (such as warehouse receipt systems, storage and other
private trading functions) when the real problem is essentially an inherent systemic market
challenge. Therefore, the re-introduction of price controls reflected the failure of the GoZ to
fully understand systemic grain market challenges.

While ESAP had arguably mixed results, it motivated a reverse-policy shift in 2001 in
which the GMB monopoly was reconstituted. This was done through two main statutory

instruments, namely:

e The Grain Marketing Notice Statutory Instrument No. 235A of 16 July 2001 which
specified maize (and wheat) as controlled products, and

e The gazetting of Statutory Instrument 387 in December 2001 which compelled
farmers to deliver maize stock to the Grain Marketing Board (GMB) within 14 days

after harvest.
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These legislative instruments effectively re-established complete state maize price and
movement controls and summarily ended private grain trade (and therefore ZIMACE). To
complement this set of policy measures, GoZ ‘suspended’ the standard grading™* system of
grain that was set according to GMB prescriptions, implying that maize was to be bought at
uniform prices regardless of quality.

A devastating drought in 2002 meant that contingency measures had to be taken to avert a
catastrophic food security situation within the confines of the rigid policy framework. Large
maize millers were therefore given leeway to privately buy or import maize through permits
or import licenses from the Ministry of Agriculture, Mechanisation and Irrigation
Development (MAMID) under specific conditions that compelled the processor to subscribe
to a particular price and a quota under a Memorandum of Understanding (MoU) with the
MAMID. Subsequent seasons of poor maize production against an increasingly precarious
food security situation paved the way for the issuing of import licenses to other private
players to allow private imports in a bid to ease food shortages.

In the retail sector, a barrage of price controls saw the disappearance of maize and maize
meal from the supermarket shelves against a thriving black market that capitalised on
market shortages. A price monitoring commission, the National Incomes and Pricing
Commission (NIPC), was therefore set up in 2007 to enforce price controls in retail outlets
irrespective of hyperinflationary pressures that made price controls infeasible. The
implementation of market controls in the maize sector, according to Mano (2003), was a
poorly informed policy which, contrary to intentions, worsened maize shortages on formal

markets.

In what represented a landmark shift in market and economic policy, the GoZ officially
suspended the use of the Zimbabwean dollar in February 2009 and introduced a multi-
currency system as a measure meant to stabilise an otherwise collapsed economy and ensure
viability in food production. The multi-currency system marked the end of ineffective and
otherwise harmful GMB price controls, paving the way for a free, unregulated market. The
transition of grain markets into a free market environment has nonetheless necessitated vast

adjustments as domestic maize producers are now exposed to competition from more

“ The GMB grading system for white and yellow maize is classified as A, B, C, D and U, respectively.
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efficient regional and international producers, while domestic traders now have the option to
purchase domestic and/or imported maize. The GMB is now a purchaser of last resort under
constant prices (GoZ, 2009). The general trends in maize and agricultural policy discussed

here are summarised in Table 2.6 below.
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Table 2.6:  Summary of Maize Sector Policy Reforms and Key Policy Instruments in Zimbabwe
Period Domestic Policy Instruments & Programs Policy Objectives and Results
1930-1969 Maize Control Act (1931 & 1934) Established the maize board designed to support white commercial farmers through segregated
marketing and pricing structure.
Grain Marketing Act (1950) Established Grain Marketing Board (GMB) which assumed the storage, distribution and
transportation function within the grain subsector
Farmers’ Debt Adjustment Act (1935) This set of policies were designed to offer a comprehensive support system for white commercial
Land Apportionment Act (1930) farmers
Seed Act (1965)
Land Tenure Act (1969)
Department of Research & Specialist Services Extension services provided for commercial grain farmers
(DR&SS) (1947)
Agricultural Marketing Authority (AMA) (1967) Coordination of Maize Board activities and financing
1980 — 1986 Growth and Equity Initiative Grain marketing policies of the previous regime were maintained while implementing a pan-
territorial and pan-seasonal pricing regime for all farmers, regardless of race
1987-1991 Export Retention Scheme and Export Revolving Fund | Offered export incentives in order to stimulate export oriented production
1987 Two-Tier Pricing System Instituted a two-tier system that gave communal grain farmers favourable terms & prices
1991-1997 Economic Structural Adjustment Programme Due to fiscal deficit pressure grain markets were liberalised by reducing the role of GMB to price
and supply stabiliser through purchases and sale operations; however, they remained in the
market as the sole import/export of maize grain
1994 Zimbabwe Commodity Exchange (ZIMACE) Established in 1994 as a competing entity to the GMB
1998 -2000 GMB Price Control Re-imposition of roller meal price controls due to the perceived failure of the private sector

under conditions of rising grain prices.
Diversification of GMB’s activities into maize meal processing

2001 — Present

‘Fast-track’ Land Reform Programme

Implementation of the Aland A2and resettlement models

July 2001-2008

The Grain Marketing Notice Statutory Instrument
No. 235A

Re-imposed controlled marketing by expanding the role of GMB within the market and
restricting private agro-processing access to grain through required Memorandums of
Understandings with the board and permits from the Ministry of Agriculture

March 2009-
Present

Grain Market Reform

Removal of grain movement restrictions
Removal of import duties
Reduction of GMB’s role to buyer-of-last-resort

Sources: Jayne and Rukuni 1993; Rukuni, 1994, 2006; Muir-Leresche and Muchopa, 2006; Jayne et al., 1999; GIEWS, 2009

28




UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

ﬂ UNIVERSITEIT VAN PRETORIA
A 4

2.5.2 Zimbabwe’s Grain Trade Policy

Under the auspices of the domestic market policies discussed in the previous sub-section,
the 2000 to 2009 epoch has not only seen a decline in maize production, but also a
subsequent increase in the reliance on food aid and commercial imports from the region. It
is against this backdrop, and against the fact that the previous GMB maize import/export
monopoly has been dissolved following the adoption of free markets, that Zimbabwe’s
grain trade policy is reviewed with respect to two important policy dimensions: tariff and

non-tariff barriers.

25.2.1 Tariff Barriers

Like most countries in the developing world, Zimbabwe’s grain imports and food aid are
subject to various tariff restrictions. These tariff restrictions are bordered by Zimbabwe’s
allegiance to two main regional trading blocs, namely: the Southern African Development
Community (SADC) and the Common Market for Eastern and Southern Africa
(COMESA). With SADC now officially a Free Trade Area (FTA) since August 2008,
under a tariff phase-down policy from 2000 to 2008 under the SADC Trade Protocol,
COMESA on the other hand, implemented a FTA in 2000 scheduled to achieve a common
external tariff by December 2008. As at December 2009, the maize sector was subject to
the following tariff regime:

Table 2.7:  Zimbabwe’s Applicable Tariffs for Maize (%)

Customs Duty
Product VAT
General COMESA RSA SADC
Maize Seed 10 0 0 0 0
Maize (Excl. Seed) 0 0 0 0 0
Maize (Corn) Flour 25 0 0 10 0
Groats & Maize meal 20 2 0 10 0
Other worked maize 20 5 0 0 15
Maize (Corn) Starch 10 4 10 0 15
Crude Maize (corn) oil 10 0 0 0 15
Cooking Qil of Maize 40 5 0 15 0
Other maize oil” 10 5 0 0 15
Other prepared cereals 40 5 10 15
Brans & Other Residues 10 0 0 0 15

Source: Zimbabwe Revenue Authority (www.zimra.co.zw), (2009)

> Excluding Crude & Fractions
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That Zimbabwe’s tariff regime for maize and maize products lies within the domain of the
COMESA and SADC trade protocols to allow for preferential treatment of member states
in maize trade poses an obvious challenge. That is, Zimbabwe’s membership to both these
regional blocs complicates the protective tariff structure as the nation has to harmonise the
proposed COMESA and SADC common external tariffs. For most processed maize
commodities, COMESA and SADC tariffs are different. Mudzonga and Chigwada (2009)

have, however, argued that Zimbabwe’s compliance rate to both blocs has been very low.

25.2.2 Non-Tariff Barriers (NTBs)

Zimbabwe has a longstanding policy against the importation of Genetically Modified
(GM) maize on the grounds of health, safety and contamination concerns. However, the
risk potential for both consumption and the local environment is yet to be fully established
(Musarara, 2009). Grain imports coming into the country are subject to strict sanitary and
phyto-sanitary (SPS) requirements, which have acted as a barrier to free cross-border grain
trade. Literature on these SPS conditions has, however, not been explicitly documented.

Initially, SPS requirements prohibited the importation of GM'® raw maize grain. Under the
Statutory Instrument 20/2000 Biosafety Regulations, the Research Council established the
Biosafety Board to approve the safety of imports of GM maize and maize products. While
initially rejecting GM food aid, desperate food shortages compelled the GoZ to later accept
GM maize provided all GM grain was milled immediately upon arrival (WTO, 2002;
Bridges Trade BioRes, 2002). However, GM maize was imported at the prevailing duty
costs plus costs of ensuring that the maize is safe, and prevention of contamination.

Kapuya et al., (forthcoming) outline a number of conditions that exist for maize imports
and these include a thorough pre-shipment inspection from the Plant Quarantine Services
(PQS) to establish if the imported grain is:

e Free from storage insects, including pests such as larger grain borer, (Prostephanus
trancatus), Angoumuis moth (Sitotroga ceralella), Kharpra beetle (Trogoderma

18 Current policy prohibits importation of GM grain as Zimbabwe is a signatory of the Biosafety Protocol of
2003.
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granarium), lesser grain borer (Rhizopertha dorminica), Grain weevils (Sitophilus
sp.), red flour beetle (Tribolium castaneum), and saw-toothed grain beetle
(Oryzaephilus surinamensis)

e Free from live insects and fungal growth

e Free from diseases,

e The grain has been fumigated with Phosphine at 2 g per tonne for a minimum
period of 120 hours.

e The consignment is accompanied by a fumigation certificate.

e Free from plant debris

e Packed in new containers/packages

e Free from mould growth, especially aspergillus flavour

Maize meant for propagation requires that inspections be carried out while the maize plants
are still in the field. This implies that the inspector has to go to the exporting country to
inspect the processes as well as to verify the crops at the farm, all at the cost of the
importer. Enforcement of SPS legislation and policy has remained the prerogative of the
Department of Plant Inspection, Plant Quarantine Services and the National Bio-

Technology Authority of Zimbabwe.

2.5.3 Zimbabwe’s Maize Market Structure: Unpacking the Maize-to-Maize Meal
Value Chain

The trade, marketing and pricing policies reviewed in the preceding sub-sections have
influenced the structure of the maize market over time. In this section, the focus is on how
the maize market was affected by the discussed regulations and policies. This part of the
chapter draws from Kapuya et al., (forthcoming) who offer a comprehensive review of the
grain sector value chain in Zimbabwe. Structurally, the maize market consists of several
players along the maize-to-maize meal value chain which include maize producers, storage

industry players, millers and retailers. Each of these players is reviewed in this subsection.

31



UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

b
W UNIVERSITEIT VAN PRETORIA
A 4

2531 Producers

The maize production subsector forms the foundation of the maize industry. Over time, the
composition of Zimbabwe’s farm sector has been modified through a process of land
distribution and redistribution since the Land Apportionment Act of 1930. The processes
and forms of land reform in Zimbabwe have been well documented and reveal three
important landmark policies. The first is the Land Apportionment Act (1930) that defined
and entrenched colonial disparities in land distribution along racial lines. The second was
the market based land redistribution that was funded by the British government from 1980
up to 1997. The third was the “fast track’ land reform policy which reframed the age-long
agrarian structure of Zimbabwe’s farm sector (Moyo et al., 2009). From a broader
perspective, the farm sector comprises of two major if not distinct categories, namely the
large scale commercial farming (LSCF) sector and a relatively complex set of
heterogeneous smallholder farmers, a structure defined in the literature as ‘dual’ (Moyo
and Yeros, 2009).

The “fast track’ land reform which in retrospect represents a major policy shift of
Zimbabwe’s agricultural land reform policy, has seen the implementation of land reforms
that have fundamentally modified the organisational structure of both the production and
marketing institutions. Thus the *“fast track’ land reform programme of 2000 redefined the
old structure by allocating former large scale commercial farms to indigenous farmers
under the A1'" and A2'® resettlement models. The Al model is analogous to communal
sector farms while the A2 model is comparable to the small scale to large scale commercial
sector. The traditional communal sector comprises 16.4 million hectares, the Al
resettlement model has taken up 4 231 080 hectares and the A2 has been allocated some
2 198 814 hectares (Moyo, 2004). The Mashonaland provinces (Central, East, and West),
which are the main grain producing regions, accommodated 46% of Al land beneficiaries
and 74% of all A2 beneficiaries (ibid). However, due to on-going land occupations, the Al
and A2 model resettlement figures are highly likely to have increased.

" The A1 model has plots with 5-6 hectares arable land and in excess of 6 hectares for grazing.

'8 The A2 model has farms ranging from 15 to 50 hectares in the peri-urban areas, 15 to 250 hectares in
Agro-ecological region 1 and 350 to 2000 hectares in Agro-ecological region V. See Appendix D and E
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The share of maize production among the communal and commercial sectors has changed
in line with shifts in land allocation under instituted land reforms since 1980. As shown in
Table 2.8 below, the average national production between 1980/81 and 1989/90 was
1931 082 tonnes, with the communal sector contributing an average 54.79% against a
commercial sector contribution of 47.37% of the total average output. The 1990/91 to
1999/00 average output was marginally lower, declining to 1 668 186 tonnes, with a slight
increase in the communal sector contribution, rising to 58.44% against a commercial sector
average of 41.56%. The steady decline in output matched the steady decline in commercial
sector contribution to total maize output, and this may be due to losses in the average
national yield as the commercial sector area declined under land reforms. Nonetheless, the
post-2000 phase saw average output fall to 1 175 547 tonnes and this fall in output is
mirrored by a dramatic fall in commercial contribution to an average 15.76% of the
average total production. This could be due to the restructuring of the farm sector through
the *fast