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WAREHOUSE RECEIPTS: CONDITIONS FOR SUCCESS IN ZAMBIA
1
 

 

 
Preparatory work (15’) 

 

Make sure to have access to internet connection 

Divide the class in groups of 5 persons each and choose in each group 2 persons to act as the 

consultants and 3 persons to act as staff of ZACA. 

Distribute the text of the case study and give 10’ for reading 

 

 
Discussion (20’) 

 
In each group, the Consultants should try to answer to the listed points by either finding the 

information in the case study and/or looking at ZACAs web site. 

At the same time, ZACAs staff gets ready to answer to the Consultants questions. 

Discussion should take place in order to agree on the Consultants’ report. 

 
Plenary: discuss the main findings (10’) 

 
After discussion, distribute “Major issues and conclusion” 

 

                                                
1  This case study is based on the information related to the Zambia CFC-funded “Development of Grain 

Marketing Systems and Inventory Credit in Africa” project, by Andrew W. Shepherd, Marketing Economist, 

FAO – August 2004. Adapted by Laura Viganò and Luciano Bonomo, University of Bergamo (Italy). 
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MAJOR ISSUES AND CONCLUSIONS: 

 

1. briefly describe ZACA’s activities (also using its web-site) 

 

ZACA’s activities are to certify the competence of warehouses, warehouse operators and 

warehouse staff to weigh, grade and store agricultural commodities and issue transferable 

warehouse receipts. 

 

2. focus on potential improvements in the internal management and procedures 

 

The Consultant stress that the applicant must obtain insurance cover against fire and allied 

risks, burglary and employee infidelity from an authorized insurance company. The insurance 

policies should be in the name of the applicant and should cover the stock and structures. The 

insurance policies should grant a first lien to ZACA on the proceeds of any claims, with 

ZACA holding the lien for purposes of meeting obligations to all holders of warehouse 

receipts. This must take priority over any claims the warehouse operator or any other person 

may have under such policies.  

 

3. focus on critical points for long-term effects 

 

Despite the considerable efforts of ZACA and all other parties, the sustainability of the 

warehousing and inventory credit concept in Zambia cannot be considered a certainty. Most 

notable are the question as to whether the demand for ZACA’s certification services will be 

sufficient to meet the Agency’s overheads. 

 

4. explain the main challenges for the success 

 

The main concern is the continued policy uncertainty. Inappropriate policy could jeopardize 

the attractiveness of warehousing and inventory credit to farmers and traders and thus reduce 

the demand for the services of ZACA to a level at which the Agency will not be sustainable. 

In the short run the latter problem will be addressed by funding due to be provided by USAID, 

but the longer term sustainability of ZACA must remain in some doubt.  

 

Inventory credit depends on there being a seasonal price spread sufficient to cover the interest 

costs of loans taken using stored grain as collateral. It also depends on depositors being able 

to find a market once they take the grain out of storage. Thus, if the Government were to 

follow the proposals of a recently prepared draft Agricultural Marketing Plan for Zambia, to 

have food security reserves equivalent to three months consumption, it would be almost 

impossible for inventory credit to function. The rotation of the Reserve would involve buying 

at the beginning of a season when maize is cheap and selling at the end when it is expensive. 

With a Reserve of the size envisaged there would be a major impact on the usual seasonal 

price patterns. Moreover, traders would be reluctant to store grain if they could not be sure 

they would be allowed to export it when they wanted to and granting permission to the 

Minister of Agriculture to control exports is a further proposal of the draft plan. Misguided 

policy interventions could thus jeopardise the good work carried out to date by NRI and its 

Zambian counterparts.  

 

The success or failure of the warehousing and inventory credit program ultimately rests on the 

quality of legislation passed, as most of the major banks will be reluctant to commit 

themselves to the concept without legislative changes. 


