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The situation 

 
You are a team of consultants which has to evaluate the perspectives for inventory credit in 
Zambia, given the current operations of ZACA, and based on the surrounding environmental 
conditions. You must discuss your findings with the banking system and the local government 
and, then, report to the main funder, CFC.  In fact, Zambia has been the most successful of the 
three countries in the “Development of Grain Marketing Systems and Inventory Credit in 
Africa” project funded by the Common Fund for Commodities (CFC). In Ghana the 
government was reluctant to reform the Ghana Food Distribution Corporation and sell or rent 
suitable warehouses to the private sector. In Ethiopia, some progress has been made, most 
notably the passing of relevant legislation. However, the donor would like to understand what 
are the underlying condition to consolidate the operations started in 2000. 
 
 
 
The Zambia Agricultural Commodity Agency (ZACA) Ltd. 

 
ZACA was formed at a meeting of stakeholders on November 2, 2000 and registered as a 
Company Limited By Guarantee in April 2001. The founding members of ZACA had been 
part of the Grains and Feeds Working Group (GFWG), constituted by the Natural Resources 
Institute (NRI) of the United Kingdom, in implementing a project for the ‘Development of 
African Food Systems through warehousing and inventory credit”. The project was funded by 
the Common Fund for Commodities (CFC), an inter-governmental organization based in 
Amsterdam and was implemented in Ghana, Ethiopia and Zambia. 
 
ZACA is financed by the Royal Netherlands Government, the United States Agency for 
International Development (USAID) and the Smallholder Enterprise and Marketing Program 
(SHEMP) for a program being implemented under a group agreement between the 
International Fund for Agricultural Development (IFAD) and the Government of the Republic 
of Zambia. Other local counterpart contributions have been made in the form of private and 
public warehousing space. 
 
ZACA has been established to certify warehouses and the management capacity of the 
warehousing companies.  Its main functions at present are to certify and oversee warehouse 
operators issuing warehouse receipts and to set and enforce commodity standards under the 
receipt system. The theoretical basis for this approach is that lack of liquidity of traders can be 
overcome by their being able to borrow money against stocks in certified warehouses, so 
enabling them to make further purchases from farmers, which should increase price 
competition at harvest time when many farmers are forced to make distress sales to pay off 
debts. In practice, however, most ZACA warehouse receipts have to date been issued to 
commercial farmers rather than to traders. Certified standards permit the sale and purchase of 
products without visual inspection taking place, e.g. through a Commodity Exchange. Agreed 
commodity standards are essential if warehouse receipts are to be tradable, although the 

                                                
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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trading of receipts has yet to take place and requires legislation to be passed for it to happen. 
Once suitable legislation has been enacted the warehouse receipts system will permit forward 
contracting and will also enable groups of non-commercial farmers to put together a parcel of 
grain that can attract inventory credit and subsequently be sold to a trader at the prevailing 
market price without first having to return to the hands of the farmers.  At the outset, 
smallholders have not participated but there is hope that they will in the future.  

 
 
 

ZACA’s operations 

 
ZACA undertakes the training of warehouse personnel and provides support in the analysis of 
grain quality. Inspections cover the warehouse site and structure, the standard of warehouse 
keeping and hygiene, handling, stacking, pest control and safety. Unannounced and 
unscheduled periodic inspections are made and these also incorporate record keeping, grade 
verification, and weigh ticket reconciliation to daily stock records and physical stock. ZACA 
also aims to facilitate the dissemination of market information through 
http://www.zaca.com.zm, its web site, (although this is not presently being done). 
 

 
Apply for warehouse certification and client records 

 
Applicants for warehouse certification must be limited liability companies with issued share 
capital duly registered under Zambian law. The directors and managers should be fit and 
proper persons to conduct the business of agricultural commodity warehousing and the 
issuance of warehouse receipts and must be able to offer Bankers’ and Trade References. 
Ownership of a warehouse must be evidenced by valid title deeds in the applicant’s name and, 
where the facilities are to be rented from third parties, lease agreements should be for a period 
of not less than one calendar year. Warehouse operators must also have a net worth of not less 
than ten percent of the value of stock the warehouse is certified to store, subject to a minimum 
of US$ 50,000, and must file with ZACA original copies of an unconditional and preferably 
non-revocable Performance Bond or Undertaking payable to ZACA, for an amount not less 
than that value. Three years audited accounts are required, except in the case of newly 
registered companies, when ZACA may use its discretion. The applicant must, have and 
continue to maintain throughout the period of certification, a current/liquidity ratio not less 
than one.  

 
 

Benefits and limitations of ZACA 

 
The system being introduced by ZACA will facilitate financing of the agricultural sector 
without those seeking loans being obliged to provide collateral and meet the other usual 
requirements of banks. Asset-backed finance is, in theory, already available by using the 
services of collateral managers. However, collateral managers monitor the stock on a full-time 
basis rather than relying on certified warehouses and the service is thus expensive unless large 
volumes are involved. Such an option is thus not available to most traders or commercial 
farmers in Zambia and, of the initial depositors in ZACA-certified warehouses, only one 
could have used collateral management cost-effectively. 
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A further benefit of ZACA is that the certification of warehouses should lead to an improved 
quality of storage throughout the country as owners or managers of warehouses will be 
obliged to make improvements in order to comply with ZACA’s strict criteria.  ZACA was 
initially faced with considerable scepticism from bankers, farmers and warehouse operators. 
There was also opposition from established collateral managers. Bankers’ concerns related 
primarily to legal issues and the rights of the holder of a ZACA-issued warehouse receipt. 
These concerns should be resolved by the passing of the legislation.  
 
Despite the relatively unfavourable agricultural marketing policy a successful pilot in 2003/04 
saw over 6,600 tonnes of maize deposited by five farmers in certified warehouses, which had 
a total certified capacity of 8,000 tonnes, in Chisamba and Lusaka. The receipted stocks were 
financed by the Intermarket Discount House on competitive terms and the advances had been 
fully repaid with no loss in quality or quantity. For 2004/05, progress was being made for 
ZACA to certify up to 80,000 tonnes of warehouse capacity. 
 
 
Enabling environment 
 
Legislation is expected to be presented to Parliament in July and ZACA has received requests 
to certify 75 000 tons of warehousing capacity for this crop year. However, uncertain policy 
environment for maize is a problem. For the last thirty years, Zambia has been subject to ad 

hoc, and frequently ill-considered, policy interventions in the field of maize marketing and 
there is little to indicate that this approach to policy will end in the near future. 
It should be considered that the Government wants to follow the proposals of a recently 
prepared draft Agricultural Marketing Plan for Zambia, to have food security reserves 
equivalent to three months consumption. 
 
 
The tasks of the consultant 

 
CFC asked the consultant to work on the following aspects: 
 

1. briefly describe ZACA’s activities (also using its web-site) 
2. focus on potential improvements in the internal management and procedures 
3. focus on critical points for long-term effects 
4. explain the main challenges for the success 


