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1
Executive Summary

his study seeksto present an analysis of the rice-value chain situation in

Zambiaand how the sector can be promoted further through support from
the Enhanced I ntegrated Framework (EIF) initiative. Additionally, theintention
is for the report to serve as point for public sector, donor, NGO and private
sector discussion with particular focus on opportunities in the value-chain
for securing and improving income among rural populationsin therice growing
areas.

1.1 Situational Overview and Satement of Opportunities

i. Globaly, rice is a major food staple and a mainstay for many rural
populations. As such, it is an important food crop for the food security
of significant numbers of rural dwellers in the world. It is mainly
cultivated by small-scale farmers on holdings of less than 1 hectare.
Riceisalsoa‘wage commaodity for workersin areas of production and
inthe processing plants. Thisduality, quite often, givesriseto conflicting
policy objectives, with policy makersintervening to save farmerswhen
prices drop, or to defend consumer purchasing power when there are
sudden prices increases (Calpe, 2002).

ii.  According to the Food and Agriculture Organisation (2002), riceisvital
for the nutrition of much of the population of Asia, as well as Latin
America and the Caribbean and Africa. It is central to food security of
over half of the world's population, not to mention the culture of many
communities. Rice s, therefore, considered a‘ strategic’ commaodity in
many countries and is, consequently, subject to a wide range of
government controls and interventions. For example, several countries
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in eastern and southern Africa (ESA) imposed bans on rice exportsduring
2008, in response to the world food crisis of 2008.

According to Calpe, during the 1990s, global trade in rice expanded on
average seven percent ayear and that, despite such dynamic growth, the
international rice market remained thin, accounting for only 5-6 percent
of global output, since most of the rice is consumed in the areas it is
being consumed. During the same period, Brazil, Indonesia, Saudi
Arabia, Iragi and the Islamic Republic of Iran were major destinations
inthericetrade. However, since around the year 2000, importsby African
countries have surged, providing a major stimulus to trade in rice. As
such, the magjority of countries in the Common Market for Eastern and
Southern Africa(COMESA) region have become net importers of rice.

Thereisconsensusintheliteraturethat thelevel of importsisinfluenced
by whether riceisregarded asastaplefood or not. In addition, literature
suggests that high imports may also indicate low price competitiveness
of locally-produced rice, as compared to imported rice that tends to be
cheaper. Furthermore, since the region is food insecure, an increase in
rice production would enhance the avail ability of the needed staple food.

The Alliance for Commodity Trade in East and Southern Africa —
ACTESA (2008) — observed that sub-Saharan Africa (SSA) is expected
to increase its rice production by 50 percent, since this is one of the
areaswhere both yield and area expansion can still contribute to growth
in production, as yields are 40 percent of the world average, while
potential rice land is still vast in many cases. Rice demand in the
COMESA region was estimated at 10 million tonnes in 2000. The
demand from the year 2000-2020 is forecast to increase at 1.3 percent
per annum, thereby reaching about 13 million tonnes in 2020. On the
other hand, productionisforecast to increase at aslightly higher rate of
1.4 percent per annum, thereby rising to about 12 million tonnes by
2020. COMESA will need tofill the expected market gap of 1.0 million
tonnes by importing. The production of rice in the COMESA region is
predominantly dependent on rain-fed lowlands, wetlandsand plains. In
Zambia, it isgrown by smallholder farmers.

Therice enterpriseisone of the highest |abour-intensive crops amongst
commonly cultivated crops. Its cultivation period coincides with that of
other important food and cash crops. Farmers face competing needsfor
family labour and this has worsened by the advent of HIV/AIDS that
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has reduced the quality and quantity of on-farm labour. Many have to
resort to hiring implements and hired labour that is not only expensive
but also tends to delay planting, leading to yield reductions. In many
cases, hired labour becomes important for land preparation, ploughing
and levelling, transplanting, weeding and harvesting rice. Hence, there
issignificant potential for employment creation with rice cultivationin
rural areas. As such, support to therice value-chain would bein tandem
with its aspirations.

Rice has been identified to be one of the profitable smallholder cash
cropsin Zambia, with the potential to significantly contributeto increased
incomes and employment among rural producers. Although riceiswell
established within the private sector market chains, the market links are
often not well defined, with frequent cases of market failure. Thecritical
gap in most cases has been the lack of acomprehensive result-oriented
and market-driven commercialisation strategy that mobilises scarce
human, material and financial resources to systematically address the
constraints. Despite these market failures, historical records from the
Ministry of Agriculture and Co-operatives show a steady increase of
rice production in Zambia over the years. Rice has nhow become a
designated crop in Zambia and the Food Reserve Agency (FRA) has
started marketing it in some selected districts.

Notwithstanding the immense natural resource endowments, poverty
has remained undesirably high among rural households in Zambia.
Accordingto an International Fund for Agricultural Development (IFAD)
report, about 67 percent of Zambians live below the poverty datumline
and 46 percent of those living below the poverty line live in extreme
poverty. The high poverty levelsin many rural areas have been mainly
attributed to the generally poor small-scale agricultural productivity
among farming households, which, many times, lack adequate food and
income sources. Small-scale agricultural productivity in many parts of
Zambiaisnegatively affected by anumber of constraining factors, which
include: (1) limited access to agricultural inputs such as fertilisers and
improved seeds due to exorbitantly high prices and unreliable supplies;
(ii) deteriorating sail fertility; (iii) poor transportation and communication
rural infrastructure (roads, storage, etc.); and (iv) poor agricultural
marketing systems, amongst others.

Given the soaring poverty levelsamong therural communities of Zambia,
there is need for appropriately designed and sustainable community-
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based food security and income-generating activities that improve the
rural households' livelihoods. Rice is one of the promising ventures
which could significantly contribute to this. With suitable technical
knowledge and practices, and with sound organisational management,
small-scalerice production and marketing among therural communities
of Zambia could turn out to be a highly profitable and sustainable
agricultural enterprise for improved food security and incomes.

A functioning multi-stakeholder platform is likely to result into the
desired synergy among value-chain actors that would optimise the
utilisation of the existing resources. Such aplatformislikely toimprove
the governancein the sector. Good governanceis essential for confidence
building between producers/smallholder farmers and the rice markets/
processorsg/traders, whichiscurrently quitelimited. Itis, therefore, being
argued here that there are opportunities for the Integrated Framework
Programme (through the EIF Aid for Trade component initiated by six
multilateral agencies) to support a rice value-chain multi-stakehol der
platform to achieve its intended objectives of contributing to
mainstreaming trade into Zambia's national development planning and
budgetary process. A rice multi-stakeholder platform, which is being
facilitated by Royal Norwegian Society for Development (SNV) and
the Agri-Business Forum (ABF), very much initsinfancy stage, hasthe
objective of being astrong lobby group for ricetrade policy and intends
to work with initiatives that are facilitating both domestic and regional
trade.

Clearly, thisstudy arguesthat rice offers opportunitiesfor reducing rural
poverty through trade. Rice production offersrural householdsin many
parts of Zambia opportunities to:

e Switch from subsistence farming to cash crop farming;

e Engage in cash crop production without giving up growing of their
subsistence crop(s), since arable land has not been amajor constraint
for most rural households;

e Householdsin rice growing areas can earn additional off-farmincome
by selling their labour to their neighbours who are growing rice, asit
islabour-intensive; and

o Households near rice mills can also sell their labour to therice mills,
as quite a number of them are located in the rice-producing areas.
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xii. Further, the study has highlighted a number of constraints facing the
commercialisation of the rice value-chain. The Integrated Framework
Programme can assist through:

e Increasing transparency in both the supply and demand side of the
value-chain. In the supply chain, traceability is important, while on
themarket side, the need to characterise the product woul d be important
capacity in the sector and in line with the EIF objective of building
capacity to develop standards and quality assurance;

e Assisting in devel oping objective lobbying positions for the industry
stakeholder platform through policy briefs. Policy briefs do not only
have the potential to influence government policy decisions but have
also been successful in being catalysts for private sector investment.
This, too, would be in line with EIF objective of being a catalyst for
mobilising resources,

e Creating awareness about theimmense un-exploited potential for trade
in rice. For example, there is need to sensitise policy makers on the
need to give rice high priority consideration. At the domestic level,
the value-chain needsto be elevated to afood security crop for urban
areas and at regional level. There is need to position rice as a crop
with high export potential because of the large volumes of imports
into both the Southern African Development Community (SADC) and
the COMESA. The study argues that Zambia has a competitive
advantage in rice production because of her vast un-utilised wet lands
(suitablefor rice production) and abundant water endowment. Zambia
accountsfor about 40 percent of surface water resourcesinthe SADC
in the region; and

e Assisting in building the capacity to develop standards and internal
control systemsin the supply chain, as these are necessary first steps
intrade, especialy for export. Thiswill contribute to meeting the EIF
purpose of enhancing market access and market penetration for
Zambian commodities. Thisisespecially important for thericevalue-
chain, inview of the over onemillion MT of riceimports out of Africa,
into the COMESA region every year.

xii. Tradefundamentals change, since trade depends on many variables. As
such, thereis need for continuous review of the DTIS matrix to make it
relevant to changing environments. For example, with the food crises
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of 2008 and 2009, the fundamentals for global trade in grains changed,
rice became subject to many non-tariff trade barriersin many countries
in the far-east and within the region. That iswhy it is being suggested
here that there is need for areview the of Diagnostic Trade Integrated
Study (DTIS) matrix under the EIF to consider the eligibility of rice
under the EIF support. Such non-tariff barriers (NTBs) imposed by
countries like Malawi on rice call for concerted lobby and advocacy
activities since such actions limit the fulfilment of benefit from trade.
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The Sudy Objectives
and Methodol ogy

he main objective of the study was to develop the rice value and assess

opportunities and challenges of theindustry that can be addressed by the
EIF support and further measure the importance of therice sector, in terms of
export promotion, employment creation and food security in Zambia.

2.1 The Specific Terms of Reference

i. Toexaminetheimportance of thericeindustry in Zambiawith regard
to income generation through exports and employment creation;

ii. To develop the rice value-chain, highlighting opportunities and
challenges that would require EIF interventions/support in the chain;

iii. To analyse the available policies in the industry and the level of
influence of rice farmersin the formulation of the same policies; and

iv. To assess the level of consultations among stakeholders in the rice
sector and investigate the organisation of the rice industry at all
levels.

2.2 Methodology

Asadesk study, the main study method wasreview of existing literature. The
data collection and analysis process was guided by a value-chain approach.
As such, literature on the performance of the key actors from production to
marketing were collected and analysed.
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Qualitative data was collected whenever descriptive information about the
rice value-chain existed. In particular, excerpts from written materials were
obtained, various websites were visited, etc.

Quantitative datawas collected wherever it was possible to collect numerical
data that could be collated.

2.3 Limitations and Constraints

The study was conducted as a desk study. It did not involve going out to the
rice growing areas. However, using the rel ations, the author haswith anumber
of Actorsintherice sector, as Secretary of the Agri-Business Forumin Zambia,
contacts were made with key actors as shown in Annex |.

The rice-value chain is relative new, particularly its organisation. As such,
information on the sector is scattered among several actors. There is no
depository institution, a situation that would be desirable, asisthe case with
some value chains. For example:

Value Chain Information Depository

Honey Zambia Honey Council

Coffee Coffee Board and Coffee Association
Tobacco Tobacco Board of Zambia

Export Horticulture Zambia Export Growers Association

cuTs®
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Discussion
of the Sudy Findings

3.1 Global Supply and Demand

World production of rice hasrisen steadily from about 200 million tonnes of
paddy rice in 1960 to over 700 million tonnes in 2007. Rice provides more
than 20 percent of the calories consumed by humansin their global diets. In
the year 2007, the top three producers, out of about 110 rice-producing
countries were China (26 percent of world production), India (20 percent),
and Indonesia (nine percent). Demand for rice follows both population and
income growth patterns. At low levelsof income, riceisconsidered aluxury,
but asincomesrise, rice becomes a substitute for coarse grains. In the decade
between 1990 and 2000, rice demand grew by 1.7 percent annually (FAO
2007) and 96 percent of this demand was in the developing countries,
concentrated in Asia, with China and India as major consumers. Population
and income growth are the major variables that affect demand for rice.

Both the United Nations World Food Programme (UN WFP) and UN Food
and Agriculture Organisation (UN FAO) are worried at the diminishing
supplies of grains and the resulting price increases. At the end of January
2008, the major producer, Vietham, announced a temporary ban on exports
of rice. When the ban was lifted, the five percent broken rice grade rice was
set at US$390 atonne for February contracts and US$400 atonnefor March
2008. India, after lifting the ban, raised the minimum export price of rice to
US$500 per tonne, to discourage exports and make sure more food grainsare
available on the domestic market. During the same period, Thailand rice prices
leaped up by about US$20 per tonne. In the US, the acreage under rice
plantation has reduced by about two percent, from 2.74 million acres. Analysts
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expect the market to remain tight becauserice, likewheat, islosing the acreage
battle with rival crops maize and soya beans in the US. According to some
estimates, total rice area has shrunk by 1.7 percent (ACTESA, 2008).

3.2 Regional Supply and Demand

As can be seen from Table |, both SADC and COMESA are net importers of
rice, in spite of the huge potential for the two trading blocks to increaserice
production for trade among themselves. The COMESA regionisestimated to
be importing in excess of 1 million tonne annually. Within the EIF,
interventions aimed at up-scaling the level of regional trade in rice can be
designed. It is important to note, however, that most of the countries in the
region, during 2008, put restrictions on exports of grain, including rice, asa
result of the world food crisis. The bans on exports of rice by most countries
intheregion, illustrate the strategi c importance the val ue-chains have assumed
in recent yearsasan important food security crop. Theregionischaracterised
by increasing informal cross-border trade, which isnormally not reflected in
many trade data sets. Thisisillustrated in Table 2. Clearly, regional tradein
riceisalready taking place and is on an upward trend. It can be up-scaled by
deliberate interventions from institutional set-ups such asthe EIF.

Thelevel of recorded informal cross-border trade suggests that there is need
for regional governments to create supportive policies to the private sector,
by providing appropriate conditions for the private sector to respond to the
new opportunities —for example, easing of procedures for crossing borders,
which currently present areal headache for cross-border traders.

3.3 Overview of the Rice Value-chain in Zambia

Government and Non-Governmental Organisations (NGOs) supported the
introduction of rice growing by small-scale farmersin Zambiain the 1970s.
However, support dwindled with the advent of the market liberalisation policy
from 1991. Producers have continued under the liberalised economy and are
dealing directly with the challenges of the market. In recent years, there has
been competition from East Asiaand most mainstream processors and retailers
sell imported products. Issues cited for this preference include the perceived
superior quality of East Asian rice and its price affordability. The local rice,
on the other hand, dominates the informal market, including cross-border
trade to Democratic Republic of Congo mostly.

Production has continued with the challenges of inadequate extension support,
poor technology and agronomic methods and lack of collective marketing

¥
10 e A Study of the Rice Value-chain in Zambia ﬁg:}ﬁ




systems. Smallholders are also forced to perform alot morein therice-value
chain than just farming and where they do not, there are middlemen who fill
in the gap. Smallholders generally feel that the middlemen are not playing a
mutually beneficial role to them, as they always claim to get less than their
expected price.

Limited government support has a so had an impact on information collection
and dissemination, which would have been assisting smallholder producers
to better understand the market dynamics. There are indications, however,
that the government wishes to do more and support rice farmers, especially
in view of the recent global food crisis and the consequent global price
increases of grain, including rice.

As can be seen in Table 1, since 2000, trends in the cultivated area and
production in Zambia have remained variable. However, between 1981 and
2006 the area planted increased by 135 percent, while production of rice
increased 161 percent. Thiswaslargely asaresult of the Zambian government
and several development organisations and aid agencies starting anumber of
rice schemes.

For example, agravity-fed surface irrigation system for rice at Sefulaon the
Zambezi plainswasimplemented with the support of the Japanese government
to the Mongu Rural Development Project in 1998. The Korean government
assisted Zambiain developing the irrigated rice project at Chanyanya on the
Kafue Flats. The then European Economic Commission (EEC) also helped
Zambia with a rice development project in the Chambeshi flood plains. A
Zambia-Chinapilot irrigation project wasimplemented at Kafushi in Kabwe.
Even though rice production in these areas increased, the magnitude was
lower than expected, due to technical and management problems as well as
the collapse of agriculture credit and marketing institutions, after the markets
were liberalised in the 1990s.

The change of agricultural marketing policies, leading to the withdrawal of
direct market support in 1994-95 season, explainsthe downward trends. The
withdrawal of major rice development assistance programmes by the
government and donors also contributed to the decline.

Evenif rice production has had an upward trend, rice production continuesto
be characterised by various challengesthat include how to improve smallhol der
farmer productivity, how to improve access to technologies (in particular
seed) and support services including financial services, how to attract more
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Table I: Paddy Rice Production Statistics and Trends
Area Harvested (1000 ha)

Level 1993 1999 2000 2001 2002 2003 2006 2007 | Growth
Rate
(1993-
2003)
Zambia 14 16 12 9 10 10 14 20 0.2
SADC 1,114| 1,207| 1,200 1,088 | 1,077| 1,077 -0.2
COMESA| 2,513 2536| 2519| 2420| 2463 2,605 0.4
World 145,820 | 153,305 | 153,857 | 151,232 (147,144 | 150,938 0.3

Production (1000 MT)

Zambia 14 15 14 12 12 12 14 18 1.8
SADC 1,224 1442| 1377 1132 | 1122| 1,120 -0.7
COMESA| 7422 9,104 9,169| 8596 | 8981 9,398 2.2
World 529,590 | 611,283 | 602,605 | 597,787 (576,280 | 584,976 1.1

Yield (kg/ha)
Zambia | 1014| 912| 1133 1256 | 1200 1200 970 | 910| 15

SADC 1,099 1,194| 1,148| 1,040 | 1,041 | 1,040 -0.5
COMESA| 2,954 3590| 3,640| 3,552 | 3,646 3,608 1.9
World 3,632| 3,987| 3917 3953 | 3,916| 3,876 0.8

Imports (1000 MT)

Zambia 2 6 8 7 14 21 18.9
SADC 1,143| 1,221 1,195 1,031 924| 1119 11
COMESA 759 47 833 662 587 604 0.9

Source: FAO, 2004: Africa Statistics Yearbook and Selected Indicators of Food
and Agriculture.

private sector participation (that would forge formal linkages) in the value-
chain and how to create acommon (long term) vision for commercialisation
of rice production.

Rice imports have equally been on an upward trend asillustrated in Table 1.
This, to alarge extent, isreflecting increased domesti c consumption. 1n 2007,
rice consumption was estimated at 35,000 M T, while per capitaconsumption
was estimated to be still relatively low at 3kg per year. While national demand

¥
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for rice was estimated at 35,000 MT per annum, average production was
only 18,000 MT in 2006-07. This explains the high rice imports in recent
years. Zambia can close this gap through expansion of local production, by
converting an estimated 80,000 hectares of potential ricefarming land. Another
avenue for increased rice production isto raise the level of productivity and
yield from the current national average of 0.9 MT/ha, through promotion of
yield-enhancing technol ogy, to about 2.5 M T, which arethe average yields of
the materials being used in Zambia under good management/husbandry
practices.

South Africais Zambia's|leading source of imported rice, even though much
of thisriceisimported from out of the region and re-exported to Zambia and
other countriesin the region by international merchants. This offers scopefor
Zambiato increase the production and capture part of the regional market.

Clearly, thereis aviable market for expansion of rice production, in view of
the growing domestic and regional demand, in the face of diminishing supplies
from traditional suppliersin the Far East.

Opportunitiesfor export of locally-produced rice remain unexploited. Nearly
all the countriesaround Zambia (neighbours), import rice. In fact, both SADC
and COMESA are net importers of rice, asillustrated in Table . As already
highlighted, the volume and the value of informal cross-border tradein rice
isontheincrease. It hasalso beenillustrated in Table | that both SADC and
COMESA are net importers of rice, estimated to be importing in excess of 1
million MT annually by 2020.

Zambiaisinvolvedinrice cross-border trade with most of her neighbours, as
illustrated in Table 2. This poses a great opportunity to see how best this
business can be enhanced. It is an opportunity for EIF's participation. As
indicated earlier, over 90 percent of therice produced globally gets consumed
in the areas of production. Only 5-6 percent gets traded internationally. This
is an opportunity for Zambiato develop an export-led strategy for rice.
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Rice has been assessed to be a profitable smallholder value-chain that offers
opportunities for the diversification of smallholder farmers' incomes. For
example, according to a rice sub-sector research commissioned in 2007,
smallholder rice production was profitable, asillustrated in the gross margin
analysisin Table 3:

Table 3: Gross Margin (in ZMK) of 1 Ha of Paddy
Rice in Western Province

Commodity Paddy Rice

Hectares 111

Yield (kg/ha) 2,424

Price (K/kg) 1,231

Interest on capital 20 percent p.a.

Total asset value 964,443

Lifespan (years) 10

Family labour days/ha 158

Wage rate K/day 6000

Farmer Name Average

Location Western Province

Inputs Unit Unit cost (K) Quantity Total (Kw)
Seed Kg 1,631 148 241,388
Fertiliser Kwl/kg 1,600 1 17,600
Manure Ox-Carts 60,000 0

Pesticide Kg 7,000 0

Packaging bags Each of 50kg 2,200 48 105,600
Transport to market/depot | Each 72,000 1 72,000
Hired labour Kw 647,666 1 647,666
Depreciation of assets Kw 96,444 1 96,444
Total variable costs 1,180,698
Gross income Kw 1,500 1500 2,250,000
Gross margin Kw 2,772,846
Return to capital Percent 235
Return to labour K/day 17,550
Break-even price Klkg 1,144
Break-even yield Kg/ha 1,700

Source: SNV Zambia 2008.
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As can be seen in Table 3, the gross margin based on 1.1 hawas found to be

ZMK 2,772,846.00 (approximately
= ZMk3,500). The return to capital
was found to be K 17, 750.00 The
margins average about 40 percen
favourably with other smallholder

US$792/ha at 2007 exchange rate of S1
was 235 percent, while return to labour
report also observed that the rice gross
t across the country, which compares
high-value crops such as Coffee (gross

margin estimated by a World bank study in 2005 at US$250-400/ha).

3.4 Ingtitutional Structure of the Rice Value-chain
Presently, the active playersin the rice value-chain are presented in Table 4

below:

Table 4: Active Players in the Rice Value-chain in Zambia

Stakeholder

Role

Ministry of Agriculture and
Co-operatives

Policy, co-operative and agribusiness,
extension support, research and technology
development and infrastructure development

Food Reserve Agency

Crop marketing

Ministry of Commerce, Trade and
Industry

Trade and investment policy development and
public-private sector strategic partnership
development

Smallholder farmers

Take the primary risk to invest in producing
the rice

Other Organisations

Zambia National Farmers Union

Farmer organisation, lobby and advocacy

Zambia Co-operative Federation

Co-operative organisation and management

Japanese International

Irrigation financing and rice research

Development Agency
Oxfam Agriculture finance
Concern World Wide Agriculture finance and capacity building

services

European Union

Project support for extension services and
input supply

Contd...
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Stakeholder Role

Private Companies and Associations

Millers Buying and processing

Agri-Business Forum Trade association, multi-stakeholder dialogue
platform, business development and financial
services linkages, lobby and advocacy

ZACSMBA Lobby and advocacy for SME
Financial Institutions Financing
Traders Buying

Retailers (Spar Zambia, Shop Rite, Retailing
Melisa and Embassy Supermarkets)

Evenif there isawide spectrum of actors, their interactionislimited. In fact,
many more actors are unknown and could be brought to participatein amulti-
stakeholder platform of a public-private sector nature. The incentive would
befor acommon goal of improved performance of the value-chain, resulting
mainly from possible leverages and synergy out of the interaction. An all-
inclusive approach would be desirable to ensure that even the smallholder
rice producers on less than hectare of land get to be heard and their views
incorporated in any policy affecting the industry.

Some of the key characteristic of therice value-chain landscape within which
key actors operate from are given in the section below.

3.4.1 Public Markets

Most of the local rice finds itself on urban public markets. These urban
public markets are important for the rice farming and value-chain. Their
influenceisfelt far and wide. Public markets have increasingly become part
of the rice distribution chain because of the domination of informal traders.
They provide an important outlet for rice, especialy for those farmers who
are unable to transport their produce in bulk to take advantage of economies
of scale. The farmers either sell the rice to the market traders at a wholesale
price or secure amarket stand to sell directly to consumersinthetown inthe
production areas.

Several entrepreneurs have installed rice mills at the Lusaka Buseko market
and paddy rice is now being delivered by farmers and traders to these mills.
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Themarketersthen buy the polished rice originating from all over the country
and sell it at wholesale retail price in Soweto, Kamwala and other township
markets. The popularity of thelocal riceisevidenced by the mixing of brands
going on at these two markets, claiming all is Mongu or Chamarice. The
traders here also buy imported rice and sell it alongside the local rice. Pure
local ricetendsto be more expensivethan ordinary brands. Normally delivery
to such markets is done by both farmers and traders and through individual
efforts. Although they face tremendous difficulties, marketing and processing
margins may be attractive sometimes.

3.4.2 Rice Delivered to Retailers

There are a number of rice retailers dealing in local rice in Lusaka. Outside
Lusaka, thelocal riceisnot sold in retail shopsand only imported brands are
stocked. Thisis becausethelocal riceison the streets and public markets. In
Lusaka, local rice is stocked in major retail outlets, but is not well packed,
libelled or even sorted, in some cases. The retailers buy from farmers and
agents of local brands.

The Zambian rice market is currently characterised by amixture of varieties
and brands asindicated in the Table 4. Table 5 characterises the main brands
on the market in comparison to each other.

Branding of local rice is still undeveloped. Imported rice stocked by
established wholesalers, such as Melcome Marketing and Distributors, Safina
Pharmaceuticals and Amanita Premium Qils, are easily recognisable through
their uniform grain quality and is generally cheaper than the local rice. The
products are well branded and presented professionally. Even though major
retail chains, such as Spar, are beginning to stock local rice, it is poorly
presented. Rice is labelled by hand and, sometimes, in wrongly labelled
packets, like Zambia sugar bags.

A survey carried out in early 2008 revealed that the most expensive brand on
the market was Tastic Indian Rice at US$1.730 (K8,075) per kg. Chamarice
at US$1.439 (K6,710) per kg was second most expensive and highest priced
among local brands. It is professionally packaged and branded by Community
Markets for Conservation (COMACO). Despite some of the local (e.g.,
Mongu) rice being poorly presented, most retail outlets are sticking it and its
retail price is among the highest, averaging US$1.124 (K5,242) per kg and
ranging in price from US$0.956 (K4,458) to US$0.956 (K 6,000) per kg.
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Table 5: Rice Varieties and Brands on the Zambian Market

Rice variety/brands Origin

Basmati rice India

Bhimbiri India

Ghandi India

Best rice India (repacked in Zambia)

Faya (Malawi rice)

Malawi (sold mainly at open air markets)

Kilambero(Malawi rice)

Malawi (sold mainly at open air markets)

Fresco Packed in Zambia (origin not known)
White rice Pakistan

Crown Pakistan (repacked in Zambia)
Golden Crown South Africa

Heena South Africa

Mandarin South Africa

Tastic South Africa

People’s Pride

South Africa (repacked in Zambia by National Milling)

Tanzania Tanzania (sold mainly at open air markets)
Thai Thailand

Ashion Thailand (repacked by National Milling)
Hanio Vietnam

Pamboyi Vietnam and India

Mbala Zambia

Mpunga Zambia

Gold Gtar Zambia (milled by APG in Lusaka)
Chama Zambia (milled in Chama- small scale)

Mongu Rice (Supa)

(
(
Zambia (Milled in Mongu and by APG in Lusaka )
(
(

Blue Bonnet Zambia (milled in Mongu mainly for local market)
Luapula Zambia (Sold mainly at open air markets)
Nakonde Zambia (Sold mainly at open air markets)
Kasama Zambia milled in Kasama

Source: SNV October 2007 Rice Value Chain Analysis Study.
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The survey further revealed that the element of competition between local
and imported rice based on price differences shows that local brands are
more expensive. Thelowest priced brand was Quality rice, which was lower
value brand of mixed standard sold cheaply by some wholesale outlets.
Imported brands averaged US$0.945 (K4,410) per kg, while local brands
averaged US$1.020 (K4,756) per kg. The taste preference is still very much
in favour of local rice, but local value chain stakeholder should reduce the
cost of producing local rice, improve uniformity and market appeal, if itisto
remain competitive.

In some cases, farmersare able to add significant valueto their paddy rice. In
thisway, they areableto sell or processand sell to retailersand intermediaries
at various urban markets at considerable high pricesthat act asincentivesfor
the farmers to venture into such markets. However, it is risky, as prices at
these centres may collapse, due to flooding of the market, leading to losses.
The most popular markets are Buseko and Soweto in Lusaka and district
centre markets in the rice-producing areas. This aso includes retail outlets
that are not willing to work with individual farmers on along term basis.

3.4.3 Rice Farmer Deliversto Local Depots

The Government Food Reserve Agency (FRA) had opened community-level
depotsin afew districts where farmers delivered the rice. The payment was
made after two-three weeks. Millers, traders and the public could then buy
from FRA depots within the rice-producing areas and polish it, usually off
season, when priceswoul d have risen on the market. The FRA had the potential
to become asignificant player intherice market and the value chain. However,
due to management problems, the FRA has discontinued buying rice. Thisis
an opportunity for rice entrepreneursto take up the void left by the government.

3.4.4 Farmer Feliversto Millersand Polishers

Two scenarios exist. Thefarmer or domestic trader would deliver the product
to amiller for polishing only and pays a polishing fee, thereafter selling the
polished rice on the local or urban market. Another phenomenon is where
farmers bring to millers and polish the rice at a fee and then sell to traders,
consumers and marketeers. In another scenario, bigger millers/polishers, like
APG, DMDC and Mayeya Milling, would buy the rice from farmers and
stock it for their own polishing and sale.

Grading, sorting and packaging are the poorest aspects of rice marketing in
Zambia. Packaging provides a convenient container for the product to be
handled, protects the products from damage and it provides a convenient
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way to arrange for retail sale. Most of the mills produce a mixed quality
product, mixing long grain and short grain rice. In some cases, manual grading
isattempted (like Sefulafarmers), but only the APG millsisfitted with grading
cylinders and only them and Mongu Diocese pack their products with
identifiable labels. By the existing laws, processed food like rice must be
labelled and should give the following information:

Brand or trade name, if any;

Common name of the food;

Net contentsin terms of weight, volume or number;

Ingredients, in descending order of their proportions;

Coding and date marking (if required);

Name and address of manufacturer, packer, distributor, importer,
exporter or seller; and

e Sell-by date and special storage conditions (if applicable).

3.4.5 Transportation

Farmers and private traders incur transport costs and transportation remains
one of the biggest components of marketing cost. Both farmers and traders
rely on bicyclesand ox-cartsto moverice from farmsto roadsides. They then
hire or hike trucks to move the crop to urban centres for processing and
marketing. Transportation is the biggest challenge and contributes highest to
marketing costs due to poor rural roads and bridges. Kalabo, for instance, in
thewestern provinceisamost cut off during therainy season and isaccessible
only by boat. In addition to the poor state of the roads, the constant rise in
fuel price does not help the situation, let alone the small volumes of rice that
get moved to the centre/towns do make much economic sense. There is need
to develop bulking sites so that economic volumes can be mabilised, before
being moved to the rice mills.

3.4.6 Competition

There are very few major distributors active. Informal traders, dominate rice
distribution.

Table 6 provides a summary analysis of retail prices of rice varieties and
brandsthat are common on the Zambian market in major wholesale and retail
outlets of Lusaka.
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A consumer survey showed that rice in Zambia was consumed regularly at
breakfast, lunch and dinner in both L usakaand Mongu. But, thereisalimited
range of final end products and food presentations, apart from boiled rice,
unlike in other parts of the world. Mongu rice is known and preferred by
most consumers because of its characteristic aromaand taste. The most popular
rice variety among consumersis Supafrom Mongu and Maawi Faya, because
they havelong grain, sweet aromaand do not easily break. Evenif consumers
prefer local rice, they resort to Thai rice, even thoughit isnot asgood, simply
becauseitisreadily availablethroughout the year and isalso relatively cheaper.

The survey showed that the average quantity bought per month per consumer
was 11 kgs. If the Zambian population is estimated at 10 million, the family
size of seven and the urban population is 714,286, of whom 50 percent will
buy rice, then we can estimate that the effective demand for rice is 47,143
MT per year. It is significant that most of the consumers intend to increase
the consumption of rice. The advice from consumersisthat Mongu rice needs
to be competitively priced and better packaged.

3.5 Policy Environment

Since the early 1990s, Government of the Republic of Zambia (GRZ) has
been implementing institutional reforms, aimed at liberalising the agricultural
markets and encouraging the private sector to take the lead in agricultural
sector development. Under these institutional reforms, GRZ has stated
intentions of focusing on providing public goods that are needed for efficient
sector growth, such asrural and agricultural infrastructure, research, extension
and disease control. Government policy has embraced the commercialisation
of smallholder agriculture, as the main driver of poverty reduction, by
generating sustainable incomes from farming, as a business.

The Ministry of Agriculture Units all pronounce commitment to market
solutions. Itisnotable, however, that the Ministry has created an Agribusiness
and Marketing Department which, if not well managed, could conflict with
some of the government desires and aspirations of putting the private sector
in the driving seat. One of the potential sources for conflict would be from
the scramble for the meagre resources available for development.

GRZ launched the Fifth National Development Plan 2006-10 (FNDP) in 2007,
with an emphasison revitalising agriculture asthe enginefor national economy.
ItsAgricultural Marketing, Trade and Agribusiness Devel opment component
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aimsto “promote the devel opment of acompetitive, efficient and transparent
public and private sector-driven marketing system for agricultural commodities
and inputs through a wide spectrum of interventions”. For example through:

Facilitating market information flow among stakeholders;
Creating a market-driven environment with no market distortions for
improved input and output marketing; and

e Promoting crops with both domestic and export markets.

The liberalisation of agricultural markets has been characterised by the
expansion of out grower schemes. Outgrowing can be defined asacontractual
arrangement between smallhol ders and agribusi ness companies whereby the
former produce and sell a specific crop to the latter in exchange for services,
including seasonal loans and technical advice.

Lintco, a government parastatal in Mumbwa, pioneered outgrowing in the
late 1970's. Most out grower schemes that have emerged in the last two
decades have operated on the cotton model. More so in recent yearswhen the
DUNVANT Cotton Farmer Distributor Model has had great influence on the
way other out grower promoters have conducted their business. There is no
out grower schemefor rice at present. However, anumber of rice millersfeel
that thisistheway to go for them to secure the commodity through production
contracts.

Thereisan opportunity for devel opment organisation’sintervention to assist
the rice processors organise viable out grower arrangements that would be
mutually beneficial to the smallholdersand the processors themsel ves. Another
possihility for intervention would be to contribute to improving the capacity
of the processors to grade and package branded rice that will meet local and
regional consumer requirements.

With regard to trade, thereisageneral policy of liberalised commodity trade,
punctuated by sporadic export and import bans. At arice stakehol ders meeting
in 2008, the Ministry of Commerce, Trade and Industry pointed out that, with
regard to the influx of imported rice, the government could not take action
unlesscalled upon by industry stakeholders. Thiscallsfor anindustry platform
for lobbying and advocacy to champion such a cause, should it be necessary.
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Potential Benefits to the
Economy froma Mibrant
Rice Value-chain

well co-ordinated and managed rice value-chain in Zambiaislikely to
result into many benefits. These would include, but not limited to, the

following:

The rice industry is a very important activity, in so far as economic
devel opment and poverty reduction are concerned. It contributes to rural
livelihoods, household food security and nutrition, employment creation,
offer entrepreneurship opportunitiesin the communities and can contribute
to forest conservation. In recent years, the value of rice imports has
exceeded US$5mn annually. With targeted interventions, import
substitution, through promoting local production, can increase
exponentially and result into substantial foreign exchange savings.

According to an IFAD report, about 67 percent of Zambians live below
the poverty datum line and 46 percent of peopleliving below the poverty
linelivein extreme poverty. The report points out that the prevalence and
depth of poverty is higher in rura areas, where people earn less than
US$70 per day. As can be seen in the results of the Living Conditions
results of 2006 presented in Table 7, Zambiais apoor country, with very
high poverty incidence levels.
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Table 7: Incidence of Poverty by Province (in percent), 1991-2006
Provinces 1991 1993 1996 1998 2004 2006
Incidence | Incidence | Incidence | Incidence | Incidence | Incidence
of poverty | of poverty | of poverty | of poverty | of poverty | of poverty
Central 70 81 74 77 76 72
Copperbelt 61 49 56 65 56 42
Eastern 85 91 82 79 70 79
Luapula 84 88 78 82 79 73
Lusaka 31 39 38 53 48 29
Northern 84 86 84 81 74 78
North 75 88 80 I 76 72
Western
Southern 79 87 76 75 69 73
Western 84 91 84 89 83 84
Source: Civil Society for Poverty Reduction (2005).

As can be seen from Table 5, the incidence of poverty is high in rural
areas, areas remote from the railway line. It is also apparent that the
incidence is highest in the areas where rice production is common
(compared Tables 7 and 8). This means that if interventions aimed at
improving the performance of rice production were successful, they would
also be succeeding in alleviating poverty among the rice producers.

e TheRiceindustry isaviableeconomic activity, especially if well supported
by the government and cooperating partners, through a private sector-
driven programme. The industry can provide employment to a large
segment of rural population, since alot of people could be engaged in the
production, marketing and processing for both thelocal and export markets.
Theindustry can also lead to development and utilisation of most wetlands
in Zambia, since water is essential in the production of quality rice. It is
important to point out that Zambia accounts for about 40 percent of the
water in the SADC. With this essential and necessary element for rice
production, the industry can, therefore, be elevated to contribute to
employment creation and poverty reduction among rural dwellers and
around the existing milling capacities. In addition, rice has the potential
to contribute to the growth of the outgrower sub-sector/the agribusiness
aswell to the national economy.
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Table 8: Provincial Distribution of Rice Production
for 2005-06 Season
Province Area Area Production(MT)
Planted(ha) Harvested(ha)

Northern 6,911 5,082 6,944
Eastern 4,572 3,512 4,557
Luapula 1,183 1,088 1,291
Western 1,644 903 1,112
North-Western 36 36 48
Copperbelt 7 7 9
Lusaka 4 1 1
Southern 2 2 1
Total 14,359 10,631 13,963
Source: SNV Zambia 2007.

Because of widely spread of wet land in Zambia, rice can bewidely grown.
The exact number of househol ds growing riceisunknown. However, some
estimates indicate that there are an estimated 80,000 rice growers. Most
of them are located in Northern, Eastern, Western, Luapula and Central
provinces, inthat order. A significant amount of export quality rice can be
organised form these households through training and structuring
marketing, on the lines of out grower schemes. In particular, creating
financial incentives for the rice growers to produce rice in an organised
marketing arrangement.

Therice enterprise is one of the highest labour-intensive crops amongst
commonly cultivated crops. Its cultivation period coincides with that of
other important food and cash crops. Farmers face competing needs for
family labour and this is worsened by the advent of HIV/AIDS that has
reduced the quality and quantity of on-farm labour. Many haveto resort
to hiring implements and hired labour that is not only expensive but also
tendsto delay planting, leading to yield reductions. In many cases, hired
labour becomes important for land preparation, ploughing and levelling,
transplanting, weeding and harvesting rice. Hence, there is significant
potential for employment creation with rice cultivation in rural areas.
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Why the Value Chain
Approach for Rice?

ypically, avalue-chain begins and ends with the market. It isargued here

that chains are devel oped to respond to the demands of the marketplace.
Interaction with the marketpl ace providesinformation to decision makersfor
every link in the chain. Literature suggests that a well-functioning value-
chain provides the means to effectively link production activities to market
demands. This calls for a shift from emphasis on the narrow approach to
value addition of firm developing a product to a focus on the complex
relationships between key actorsin the process of getting aproduct from say,
afarm, to a supermarket shelf. Traditional business relationships have been
characterised by little or no information-sharing, a primary focus on cost or
price, a commodity orientation, supply push power relations, independent
organisational structure and a self-optimisation philosophy.

In contrast, what is being proposed here are value-chain rel ationships, based
on extensive information-sharing, primary focus on value and quality rather
than price, differentiated product, demand pull power relationships,
interdependent organi sationa structure and a philosophy of chain optimisation.
The approach for a rice multi-stakeholder platform recognises the fact that
agri-food producers, processors and retailers should no longer compete as
individual entities, rather, they should collaborate as strategic value-chains
and compete with other value-chains in the market place, including for
devel opment resources.

Given the difficulty in creating and maintaining value in an intensely
competitive world of changing domestic, regional and overseas markets and
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technologies, businesses should now be forming value-chain platforms to
meet new demands and remain viable. Companiesin the devel oped countries
now find it difficult to go it alone in these circumstances. They find strength
and security in a customer-focused chain that might begin in afarmer’sfield
and end in the supermarket. Africa needs to follow suit.

There are a number of actions and steps required to keep such chain bound
together. These include some of the following:

e An essential and necessary first step is the definition of stakeholder’s
roles and responsihilities which have to be defined through a continuous
and pragmatic process, based on the capacity of each partner to deliver
specific operational outputs in the partnership. The goal isto utilise the
comparative advantages and resources of each partner inthe most effective

way.

e For the value-chain platform to succeed, it will depend on the partners
respect for the agreed upon strategy and their accessto significant benefits.
Theintention isfor the partnership to operate with minimal formality and
procedure, concentrating on maximum efficiency of service delivery to
the sector and focusing on addressing prioritised constraints along with
the entire length of the value-chain. However, some clear operational
principles are needed. This requires development of some kind of a Code
of Conduct to provide details of these operating principles by which the
partnership will be asked to abide by and provide alegal framework.
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Enhanced Integrated
Framework and the Rice
Sector

he EIF Programmewasinitiated at thefirst WTO Ministerial Conference

held in Singaporein 1996 to support Least Developed Countries (LDCs)
governmentsin trade capacity building and integrating tradeissuesinto overall
national development strategies. The multilateral agencies participating in
the|F —the International Monetary Fund (IMF), the International Trade Centre
(ITC), the United Nations Conference on Trade and Development (UNCTAD),
the United Nations Development Programme (UNDP), the World Bank and
the WTO — combine their efforts with those of LDCs and their other
devel opment partnersto respond to the trade devel opment needs of LDCs, so
that they can becomefull and active playersand beneficiaries of themultilatera
trading system (MTS).

Zambiabecame an | F beneficiary country in 2004. Asabasisfor implementing
thelF, aDTISwas conducted and subsequently validated to pave the way for
implementation of the IF. A priority activity matrix was also developed in
thisregard. The DTISwasvalidated in July 2005. Prior to acceding to the I F,
the Zambian government worked with the private sector, civil society and
cooperating partners and devel oped the Private Sector Development Reform
Programme (PSD-RP). The PSD-RP has identified six broad reform areas
and lists various areas of intervention and activities to ensure the private
sector takesitsrightful place asthe engine of socio-economic growth for the
Zambian economy. These areas are;
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Policy environment and institutions;

Regulation and laws;

Infrastructure;

Business facilitation and economic diversification;
Trade expansion; and

Local empowerment.

To avoid duplication of implementation structures and ensure synergy and
efficiency, Zambia has integrated the IF/EIF into the PSD-RP, by adopting
the DTIS action matrix as the framework for all trade-related aspects of the
PSD Reform Programme. The Trade Expansion Working Group (TEWG)?,
established under the PSD-RP, assumed the role of the EIF Steering
Committee.

To ensure accel erated implementation, an EIF National I mplementation Unit
(NIU), comprising the Focal Point Adviser and the National Trade Expert,
has been set up inthe Focal Point (Ministry of Commerce, Trade and I ndustry
in the case of Zambia).

While the NIU is expected to evolve proposals and ensure actual
implementation of EIF priority activities, asidentifiedinthe DTIS, the TEWG
is, in general, expected to monitor the overall EIF process and activities and
provide direction for implementation.

On the donor side, there has aso been re-organisation to facilitate effective
delivery of assistance to trade and other areas. They have signed a Joint
Country Assistance Strategy (JASZ)?, which allows donor specialisation. The
Finnish Embassy is currently the lead donor in the area of Trade and is,
therefore, amember of the TEWG. It ishoped that all donorswill harmonise
their trade-related programmes within the EIF and that will give greater
recognition to theimportance of trade and secure fundsfor theimplementation
of the action matrix in a sustainable manner. All thisis expected to result in

1. Membership to the TEWG includes Ministry of Commerce, Trade and Industry (MCTI),
Ministry of Agriculture and Cooperatives (MACO), Zambia Development Agency (ZDA),
Zambia National Farmers Union (ZNFU), Zambia Export Growers Association (ZEGA),
Zambia Association of Manufacturers (ZAM), Ministry of Finance and National Planning
(MoFNP), Zambia Association of Chambers of Commerce and Industry (ZACCI), Zambia
Business Forum (ZBF), Civil Society Trade Network Zambia, (CSTNZ), Zambia Revenue
Authority (ZRA), Finish Embassy (Donor Facilitator), and UNDP (IF Fund Manager).

2. The JASZ describes a division of labour along the lines of the sectors as described in the
FNDP.
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greater trade management capacity in Zambia and to a more prominent role
of trade in national development strategies.

It isbeing observed herethat the effective operations of theseimplementation
arrangementsare cardinal in mainstreaming trade into Zambia's devel opment
plans and economic growth strategies. These implementation arrangements
need to ensure more effective follow-up to DTISs and implementation of
action matrices for greater and more effective co-ordination amongst donors
and national EIF stakeholders.

Currently, in the EIF Zambia matrix, cotton, tobacco honey and the dairy
sectors are earmarked for funding, due to their export potential. It is clear
fromthis study that therice sector offersgreat opportunitiesto the achievement
of some of the objectives of the EIF in Zambia. In particular, to thefollowing:

Rural poverty reduction;
Diversified income sources and/or livelihoods of many rural
households;

e Employment creation in the rice growing areas and around the rice
mills;

e |mmense export potential in the region would contribute to foreign
exchange earnings; and

e |ncreased rice production would contribute foreign exchange savings
through reduced imports, currently at around US$5mn per year.

It isin view of the forgoing that it is being suggested here that the DTIS,
under the EIF, requires areview to update parametersthat resulted in the EIF
matrix. Clearly, thereisacasefor riceto bein the matrix. The food crisis of
2008 has re-positioned rice in many countries in the region to a strategic
position, for both domestic and regional trade.
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Conclusions and
Recommendations

Broadly speaking, the rice value-chain satisfies some of the conditions
essential for contributing to improvementsin theliving standards of rural
people, including their food security, aswell asto the growth of Zambia's
Small and Medium Enterprises (SMEs) and the expansion of non-
traditional exports. For example, the value-chain has:

e high potential to contribute to economic activities required for
employment creation and, subsequently, poverty reduction; and

e sufficient opportunities for market expansion, particularly into the
regional market.

What is needed is to enhance the sector’s ability to expand supply in
response to market opportunities. The EIF is one mechanism that Zambia
can utilise to enhance the sector. As such, it is argued here that if supply
constraints in the rice supply chain can be overcome, the value-chain
could become one of the drivers for employment creation and poverty
reduction in many rural areas of Zambia.

Specifically the study observes asfollows:

Agriculture will continue to play a dominant role in Zambia, with the
main potential lying in diversification from traditional exportsto higher
value crops, such as rice, and an increasing private sector role in
commercialising various high-value agricultural commodity supply
chains. However, the opportunitiesfor growth lie, to avery large extent,
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in galvanising synergies of the various actors of aparticular value-chain.
Unfortunately, the rice value chain remains generally fragmented, with
small scale-farmers|ocked out of retail markets and bearing the highest
risks.

Rice is becoming a significant source of nutrition in Zambia and in the
region, among urban consumers, creating opportunities for production
and trade in the commaodity. Even though it is getting established within
the private sector market chains, the market links are not well defined,
with frequent cases of market failure. The critical gap for Zambia has
been thelack of amulti-stakeholder platform, result-oriented and market-
driven to spearhead the commercialisation of the value-chain. One of the
value-chainswith afunctioning multi-stakeholder platformin Zambiais
honey. L essons could be drawn from this process.

EIF could consider participating in initiatives that promote broad
participation in learning and dialogue processes, involving public and
non-state actors (NSAs) in the value chain. Evidence suggests that
supporting and promoting partnerships between different actorsisessential
for achieving sustainable policy reform. Currently, such effortsare being
supported by a Dutch NGO, SNV Zambia, and are quite preliminary.
Several rice support initiatives could potentially be harmonised/integrated,
if co-ordination of the sector is enhanced. Under tier 2 of the EIF, a
proposal could be devel oped that can be financed to address some of the
constraints being faced by the sector.

With the food crises of 2008 into 2009, the fundamentals for trade in
grains and many food items changed. Thereis, therefore, need to review
the DTIS matrix under the EIF, so that the portfolio of commodities could
includerice, asthereisacase for it due to itsimmense opportunities for
both domestic and regional trade.

At a regiona level, rice exports from Zambia have been limited and
facilitated through informal cross-border trade. It is possible to enhance
thistype of trade through support activitiesaimed at strengthening cross-
border tradeinrice. Asillustrated in Table 3, Zambia's cross-border trade
has been on the increase. More cross-border trade can be facilitated. The
Ministry of Commerce, Trade and Industry (MCTI) needs to play an
important rolein providing the required facilitation for thistype of trade.

International A Study of the Rice Value-chain in Zambia & 35



Vii.

viii.

Commercialising rice and integrating smallholder producers and traders
into commercial value-chain is a surmountable, though challenging,
proposition. It is realistic to expect that, with the right approach and
leadership, stakeholders can be sufficiently mobilised and capacitated to
harnesstheright value-chain focus, mobilisethe necessary results-driven
partnerships and forge market linkages and promote eff ective institutional
frameworks for sustainable commercialisation of ricein Zambia.

This should result in increased incomes to the farmers from the current
maximum of 30 percent to more than 40 percent gross margin. It will
also contribute to reducing the import bill of rice currently estimated to
be in excess of US$5mn per year. Through organised lobbying and
advocacy, the government can be encouraged to |ook at the savings from
import substitution which could support the rural economy by deliberate
interventions to promote rice production.

Supply chains are changing rapidly, tilting towards transactions that
increasingly involve co-ordinated links between farmers, traders,
processorsand retailers. Traditional marketing channelswith ad hoc sales
are being replaced by co-ordinated links in the marketing chain.
Consumers are becoming choosier and enlightened, as well as more
demanding, in terms of safety and quality of products, as well as clear
traceability possibilities for quality assurance and food safety.

The EIF could consider supporting activities that would be enhancing
co-ordination of linkages in the marketing chain. One such possibility
would be to look at the possible interventions to support organising of
smallholder rice production, through contract farming. Thereisalot of
evidence suggesting that outgrowing, if well arranged, could offers many
benefits to both smallholder farmers and agribusiness, as it can result
into enhanced linkages between smallholders and service providers, such
ainput supply, out put marketing and agro-processing.

As such, assisting the organisation of rice value-chain around outgrower
schemes by the EIF could elevate the performance of the industry. In
addition, such an approach would be linking farmers to markets in a
sustainable manner, rather than ad hoc sales, asthe situationis currently.

In addition, the government policy documents and a number of
development organisations’ and NGOs' strategic plans have identified
co-operatives as strategic avenues through which socio-economic
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development programmes could be delivered to communities, particularly,
smallholder rural producers. Support to establishing rice outgrowers
reguires interventions to mobilise self-driven farmer groups with the
required capacity among the membership for synergy to generate
economic quality and quantities. There is also need to look at building
capacities of Apex Associationsthat are providing various support services
to farmers at either the production or the marketing/trade side of the
value-chain.

iX. There is no doubt at policy pronouncements about the government’s
resolve to commercialise agricultural commodity markets, including rice.
However, the challenge, which initself isan opportunity for intervention,
is how to stimulate these markets for growth and how to improve
smallholders' accessand participationinthem. There are divergent views
on what the main policy response to this challenge should be.

On the one side, there is liberalisation or market failure view which
emphasi ses the need to reduce direct state intervention in markets and,
on the other, an embedded market view which questions liberalisation
strategies, citing the frequent failure of the private sector to replace state
market functions.

What isgenerally agreed in the literature, however, isthat the solution to
thisfundamental problem liesin building more effective private markets,
which could be promoted by initiatives such as the EIF, which is not a
short term task. While the end point must be markets led by the private
sector and responding to market signals, the government has a key role
to play in helping create markets, where they are missing, through effective
and predictable targeted interventions and introducing regulations
necessary to make markets function properly.

Itis, therefore, argued here that governments and markets should be seen
as complements and not substitutes, thusthe argument herein for apublic-
private sector approach for developing the rice value-chain. As such,
galvanising the various stakeholders in the rice value-chain is likely to
yield dividends for those who invest in such processes.

X. The sector is characterised by weak enterprises, traders and processors.
These too need some capacity building interventions. A model of
decentralised processing capacity in areas (districts) where the rice is
being grown is an obvious opportunity and has an added advantage of
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locating the value-chain in the local economy, thereby maximising
incomes and economic spillovers.

xi. The number of people or households employed in this industry is not
known, neither isit documented, asthe sector isrelatively new. Thereis
need for abaseline which would be abasisfor planning and designing of
realistic interventions. However, suffice it to say that the government
policy is clear about its desire to increase employment opportunitiesin
rural areasby building up rural sector economic activities. Rice production
is one such possibility. What isrequired is a concerted and co-ordinated
approach to dealing with the many challenges that the rice sector faces.
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Annex |
List of People Talked to and
Retailing Places isited

1. MuswalaKapau SNV-WP

2. Fr. Jim Chambers Diocese of Mongu (DMDC)

3. Eugine Lubinda DMDC

4. CharlesAkakandelwa DMDC

5. NgulaMubonda Peopl e's Participation Services
6. Nasilele People's Participation Services
7. Angeline Kahari SNV, Zambia

8. MariaMasisri Spar, Zambia

9. Max Mbunji SEEDCO

10. Shop rite Manda Hill

11. Embassy Super market

12. Melisa Supermarket, Kabulonga

13. Buseko market

14. Soweto market
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