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Background
 The Namibian beef industry is characterized by the existence of the veterinary cordon fence (VCF) 

which divides the country into two beef cattle sectors, N-VCF (Communal) and S-VCF (Commercial) 

farming sectors

 The existence of the vibrant informal market and formal beef cattle markets present a policy challenge 

for policy makers in Namibia

 Each of these markets present a major policy issue for supply of cattle and beef because: 

 each market has different demand and supply dimensions;

 has different objective for consumers and producers;

 has different rules and institutional attributes;

 Production and marketing data for domestic market indicates that Namibia’s informal sector (N-VCF) is 

a small compared to S-VCF (major source of weaner cattle and beef )

 For NCA producers, many of the drivers of cattle performance and beef production, such as prices, 

leasehold /  tenure system and structural frameworks are outside NCA’s control
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Status of the Namibian Livestock industry
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Background….

 Livestock production and marketing decisions of cattle producers are 
reliant and influenced by the condition of the rangeland and land tenure 
systems. 

 Coupled to these are the fluctuations in cattle producer prices.

 Von Bach et. al (1998) and Meat Board of Namibia (2014) studies suggests 
that 
 Namibia has a comparative advantage in the production of cattle and beef on its 

rangeland and a disadvantage in grain production. 

 However, the above dichotomy of the economic paradox is not unique to 
Namibia.
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Background continues…
 The study by Thornton (2010) that outlines the livestock production-

recent trend, future prospects, settles that 

 some developing countries have a comparative advantage in grazing land as well as 
a disadvantage in grain production.

 Namibia has made use of the comparative advantage analogy to build an 
industry that has grown with meandering strides. 
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Problem Statement 
 The sub-optimal government policies implemented for the livestock industry have not 

stimulated growth for the sector:

 this supported by industry data from 1968 – 2016 indicated that cattle and beef industry has only contributed 

about 5.2% (BoN, 2016);

 the informal subsector has accounted for about 3% (NSA, 2015);

 NLSS states that the current 400,000 can be increased to 800,000 heads of slaughter stock (with more cattle 

coming from Informal sector – NCA);

 Regulations and policies by the government present policy formulation challenge for 

policy makers 

 Designing an integrated policy framework for a small country, surplus producer and a 

net exporter of cattle (weaners) and beef is a challenge
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Figure 1. Marketing of live beef cattle in Namibia (1968 – 2014)
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Figure 2. Annualised real producer prices of cattle in the disaggregated markets 
of Namibia
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Research Objectives

 To formulate a disaggregated and annual model of the Namibian cattle 
and beef sector that differentiates between formal and informal in order 
to estimate beef supplied and cattle marketed. 

 The model is used to obtain reliable elasticities for the Namibian beef cattle 
sector and 

 assess the impact of policy changes on the beef cattle prices, supply and demand 
composition
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Methodology

 Estimation which involve price responsiveness of agricultural commodities 
should be accurate because it is precursor for supporting policy decisions. 

 Agricultural commodity producers rely on price responsiveness to policy 
changes, and 
 therefore design production practices to cushion impacts of exogenous factors that influence 

production decisions. 

 Therefore, supply estimates are relied upon for predicting the impact of 
changing exogenous factors such as 

 government programmes, 

 prices and other macroeconomic variable that have effect on the social benefit and welfare 
of agricultural producers and consumers. 
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Methodology: ARDL Structure
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Where: 
 denotes the first difference operator,
 is a drift component,
 is the white noise residuals,
 to correspond to the long-run relationship and
 to represent the short-run dynamics of the model



Methodology….

 We estimated two ARDL systems composed of cattle and beef, 

with each system consisting of two equations capturing the formal and 
informal sub-sectors of cattle and beef markets in Namibia,

 Data set for estimating the supply response for the sub-sample (formal 
and informal) markets 24 observations (1990 - 2014).

 the following functional relationship are formulated for cattle marketed 
and beef supply in each market:

 BH1 =f(InBPP, InIC, InSPP, InRF1, InBH1t-1,) (2)

 BS1 =f((InBPP1, InIC1, InSPP, InRF1, InBH1t-1,) (3)
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Results and Discussion

 Bound Test for Co-integration:
 provide both the short-run and long-run coefficient, simultaneously. 

 The null hypothesis that suggest no long-run relationship between the 
variables at the both level of significance is rejected.

 Disaggregated ECM supply response results:
 All the coefficients estimated possess the correct and expected signs

 Coefficient signs and magnitudes are acceptable in terms of a priori
expectations. 

 Durbin-Watson statistic range from 2.3 to 2.7
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Results and Discussion continues….
 The long-run supply response relationship:

 Long-run price of cattle and producer price of beef are significant in the formal 
market and when aggregated for the rest of Namibia, 

 but insignificant for the informal market. 

 Poor supply response from the informal market is due to poor off-take rate and 
poor calving rate that are linked to the keeping of cattle for other purposes.

 Lagged values of rainfall has importance for determining the quality of rangeland, 
 a negative sign implies that poor rainfall leads to drought and that passively affect the quality of 

pasture, and then indirectly affects the stocking rate and quality of cattle on pasture. 

 The elasticity of supply with respect to input cost (LIC) is higher in absolute value 
than own price elasticity rest of Namibia
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Results and Discussion continues….
 The short-run supply response relationship:

The short-run elasticities of 0.750, 0.625 and 0.863 for the herd of 
cattle marketed in formal, informal and Namibia (taken as a whole);

For beef supply, the short-run elasticities are 1.880, 0.802 and 0.867 
for the rest of Namibia, formal and informal cattle marketed 
equation, respectively.

The coefficients of -1.668, -1.347 and -0.737 on the correction term 
measures adjustment towards the long-run relationship between 
cattle breeding herd and the exogenous variables (cattle producer 
price, rainfall, input cost, etc.,) 
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Results and Discussion continues….
 Own-price elasticities for beef and cattle in Namibia:

Own-price elasticity for live cattle in the well-functioning formal 
market are 0.625 and 2.604 for the short-run and long-run;

Beef elasticities in the same market are 1.852 and 2.507 for the 
short-run and long-run elasticities;

However, taken in broad aggregates, the elasticities for the whole 
cattle sector are 0.367 and 0.750 for the short-run and long-run, 
respectively.

Similarly, the elasticities for beef are comparatively higher in formal 
market than the informal market (0.018 compared to 0.625 and 
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Summary and conclusion

 We used the ARDL model to estimate the supply response and 
long-run relationship 

 Taking cattle and beef as endogenous variables and exogenous variable (breeding 
herd size, input costs, prices and non-price factors such as rainfall) for Namibia.

 We found that the vector error correction model has good 
performance in terms of conventional criteria of coherency and 
consistent with theory.
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Summary and conclusion continues.
 Overall, the estimated elasticities are consistent with a priori

expectations and superior to previous estimated by Von Bach et al.
(1998), 

 Firstly, because we take care of the dynamics in cattle and beef 
production and marketing using ARDL approach and Bound test for 
co-integration tests. 

 Secondly, the elasticities results reported here are the only 
complete set of cattle and beef supply elasticities available for 
Namibia. 
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Comments and Questions

Thank (Dankie) You for the opportunity to listen to my presentation

20

I welcome the discussion
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