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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

90.00

80.00 r\

1000

60.00

. |
30.00 )‘”\ ‘\-.f-_
e AN AN\ VAN

10.00 \
0.00
e R R R R R R R N N 8] 8] N N N N N [§] 8]
0 0 0 0 0 0 0 0 0 Q Q Q Q [w] ] [w] ] Q Q Q
0 0 0 0} 0 [0 0 [0 0 Q Q Q Q =} =] =} ] Q Q =
BN w & n )] ~ o] (U] ] =) [¥] w b n 1) ~ 13 (3 s]

=01 day Thill rate ~ ===Inflation rate: GOP deflator (% annual) ~ =Commercial bank lending rates




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
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wholesalers

assemblers




WHAT ARE THE EFFECTS OF GREATER
INVESTMENT IN GRAIN ASSEMBLY?

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

T 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




