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Editorial Note

Let’s adapt to changing agriculture landscape  

Editor: Andrew Maramwidze

	 espite	the	respiratory	disease
	 ravaging	economies	across	the
	 world	in	the	name	of	COVID-19,	
it	encouraging	realising	that	maize	yield	in	
the	country	has	surged,	this	year.

It’s	a	big	thumbs	up	to	farmers	and	other	
stakeholders	playing	a	positive	role	to	im-
prove	the	country’s	agriculture.

The	world	 over	 food	 security	 is	 of	 great	
concern,	nation	want	to	be	self	sufficient	
in	food	production	but	several	factors	are	
affecting	such	efforts.

These	 include	 the	 changing	 climate	
change,	urbanisation	and	roll	out	of	mech-
anised	farming	changing	the	landscape.	
With	 a	 53	 percent	 increase	 in	 maize	
yields,	attributed	to	farmers	implementing	

D

climate-smart	agriculture	(CSA)	practices,	
the	country	 is	on	a	positive	 track	 to	be-
coming	the	region’s	food	basket.

Obviously,	as	increase	production,	means	
the	country	will	soon	be	self	sufficient	and	
export	 surplus	 into	 the	 region,	 where	 a	
number	 of	 country	 are	 still	 grappling	 to	
find	perfect	fix	to	challenges	of	food	pro-
duction,	especial	maize,	a	staple	food	in	
most	countries.

It	 is	 also	 pleasing	 to	 note	 that	 farmers	
across	 the	 country	 are	 exhibiting	 enthu-
siasm	to	shared	with	 them	by	 the	coun-
try’s	international	partners,	showing	good	
signs	 of	 eliminating	 dependence	 syn-
drome	and	picking	up	a	do	it	yourself	at-
titude.

Our	 farmers	 are	 worthy	 celebrating	 and	
more	 word	 should	 go	 out	 that	 climate	
change	 leads	 to	 excessive	 weather	
shocks	with	extreme	dryness	or	extreme	
rain.	Therefore	it	 is	 important	for	farmers	
to	use	climate-smart	practices	to	absorb	
excess	rainwater	and	conserve	it,	so	it	is	
available	in	times	of	drought.

Kudos	farmers	continue	to	make	us	proud	
and	let	us	be	known	as	a	farming	nation,	
we	cannot	allow	hunger	to	punch	holes	in	
efforts	to	develop	our	nation.

Remember to share your views, 
opinions, letters and comments on 
drewmara@gmail.com

Enjoy the read!
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	 armers	implementing	climate-
	 smart	agriculture	(CSA)	
	 practices	 have	 seen	 a	 53	 per-
cent	increase	in	maize	yields.

This	is	according	to	recent	findings	pub-
lished	 in	 the	 international	 journal:	 Food	
Policy	 by	 researchers	 evaluating	 the	 ef-
fectiveness	of	a	major	USAID	program	in	
southern	Malawi.

“Our research showed that farmers were 
able to maintain these practices. Their 
perceived benefits outweighed con-
straints, to the extent that when we con-
ducted the study two years after the US-
AID project had ended, retention rates 
were high,”		Festus	Amadu	of	US	college,	
U	of	 I’s	Departments	 of	Agricultural	 and	
Consumer	 Economics	 and	 Natural	 Re-
sources	and	Environmental	Sciences.

Amadu’s	 research	 focuses	on	 the	WALA	
project’s	CSA	component,	which	aimed	to	
improve	food	security	by	helping	farmers	
increase	 their	 adoption	of	 environmental	
conservation	practices	and	realize	higher	
yields	of	maize,	the	main	crop	in	Malawi.

The	 researchers	 surveyed	 more	 than	
800	 smallholder	 farmer	 households	 in	
southern	Malawi	and	visited	fields	to	ver-
ify	whether	 farmers	maintained	 the	CSA	
practices	over	time.	

The	study	included	farmers	in	WALA	wa-
tersheds	as	well	as	farmers	in	comparable	
watersheds	without	WALA	CSA	activities.

Climate-smart agricultural practices increase 
maize yield 

F	

Cover Story

“Climate	 change	 leads	 to	 excessive	
weather	shocks	with	extreme	dryness	or	
extreme	rain,”	Amadu	explains.	

“Farmers	can	use	climate-smart	practices	
to	absorb	excess	rainwater	and	conserve	
it	so	it	is	available	in	times	of	drought,”	he	
emphasized.

CSA	practices	include	technologies	such	
as	absorption	trenches	that	capture	rain-
water	during	excess	rainfall	and	gradually	
let	it	seep	it	into	the	soil	or	save	it	for	irri-
gation	during	dry	periods.

“A	group	of	farmers	could	have	large	ab-
sorption	trenches	around	their	farms.	The	
farms	could	also	have	continuous	contour	
trenches	and	stone	bounds,	which	would	
slow	excessive	rain	water	in	mountainous	
or	hilly	areas	and	help,	conserve	soil	nu-
trients,”	Amadu	said.

Other	CSA	practices	include	using	vetiver	
grass	(a	legume	plant	that	helps	soil	con-
servation),	or	agro-forestry	fertilizer	trees,	
where	 tree	 roots	 can	 reduce	 rain	 water	
run-off,	 and	 falling	 leaves	 can	 serve	 as	
fertilizer.

“These are not really rocket science 
technologies. They are just basic things 
that people have always done but they 
never really prioritized them,”	 Amadu	
said

	He	points	out	such	techniques	require	in-
vestment	of	land,	labor,	and	finances	that	

make	adoption	challenging	in	developing	
countries.

Amadu	 trained	 a	 team	 of	 14	 students	
from	Malawi’s	main	agricultural	university	
to	 conduct	 the	 surveys,	 using	 comput-
er-assisted	 personal	 interviewing	 (CAPI)	
technology.	 The	 students	 interviewed	
smallholder	 farmers	 and	 their	 spouses	
in	 the	 project	 area,	 as	well	 as	 a	 control	
group	that	did	not	learn	about	CSA	inter-
ventions.

The	researchers	identified	several	factors	
that	 increased	 CSA	 adoption	 rate,	 such	
as	the	ability	 to	hire	help,	and	access	to	
extension	services.	They	also	 found	that	
plot	size,	soil	fertility,	and	use	of	fertilizer	
had	a	positive	effect	on	yield.

Amadu	says	the	results	indicate	aid	pro-
grams	 work	 because	 they	 help	 farmers	
acquire	 knowledge	 and	 gain	 access	 to	
resources,	while	 reducing	barriers	 to	 im-
plementing	the	CSA	techniques.

The	 researchers	 note	 the	 findings	 also	
have	 policy	 implications	 beyond	 the	 re-
sults	of	the	WALA	project.

“More generally, our findings on CSA 
adoption and maize yields suggest that 
aid-financed CSA can be effective in 
reducing food insecurity in contexts 
beyond Malawi, particularly those in re-
source-poor, rural dryland areas where 
rain-fed agriculture predominates,”	 the	
paper	concluded.
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	 armers	are	anticipating	the	highest	output	of	the	staple	
	 maize	in	five	years	along	an	increase	in	production	
	 commodities	such	as	millet,	pulses	and	rice.

The	projected	bumper	harvest	has	driven	down	cereal	commod-
ities	prices,	culminating	in	vast	populations	becoming	self-sus-
tainable	and	halting	dependence	on	humanitarian	aid.

Preliminary	 crop	 estimates	 by	 the	 Ministry	 of	 Agriculture	 and	
Food	Security	indicate	that	the	country	will	produce	more	than	
3,691	million	metric	tonnes	of	maize	for	the	2020/21	consump-
tion	year.

The	ministry	projects	that	other	key	cereals	-	millet,	pulses	and	
rice-are	expected	to	register	increases	of	8	to	11	percent	above	
last	year’s	production	levels.

Meanwhile	the	Tobacco	Commission	(TC)	estimates	that	about	
151	000	tonnes	of	the	golden	leaf	was	produced	this	year.

	 on-governmental	organizations	(NGOs)	have	been	
	 hailed	for	improving	agricultural	production	in	Chitipa	
	 District.

Prince	Shaibu,	Chitipa	Agriculture	Extension	Methodology	Offi-
cer	applauded	the	NGOs	at	the	agriculture	stakeholders’	panel	
quarterly	review	meeting,	citing	the	fruitful	networking	relation-
ship	which	 exist	with	 the	NGOs	 for	 improved	agricultural	 pro-
duction.

“We work hand in hand on the planning and supervision of 
projects in relation to what the district wants to achieve,”	said	
Shaibu.

He	 said	 the	 initiative	has	 improved	management	of	 pests	 and	
diseases,	seed	multiplication	skills	in	farmers	and	livestock	pro-
duction	in	the	district.

Agriculture	 Extension	 Development	 Coordinator	 (AEDC)	 for	
Kameme	Extension	Planning	Area	(EPA),	Paul	Luwe	said	farmers	

Agriculture records high output in years

Improved agriculture production attributed to 
NGOs

F	

N	

This	represents	a	reduction	from	last	year’s	production	of	165611	
tonnes,	and	a	10	percent	drop	from	the	five-year	average.

FEWS NET noted the declining production might eventually 
affect Malawi’s macro economy as	the	cash	crop	 is	 the	main	
foreign	exchange	earner	for	Malawi.

The	 development	 comes	 at	 the	 backdrop	 of	 President	 Pe-
ter	Mutharika	 adopting	 some	 programmes	 to	 address	 climate	
change,	poverty	and	diversification	 in	 terms	of	agriculture	and	
ultimately,	the	economy.

in	his	area	have	benefitted	a	lot	from	NGOs	interventions.

“The NGOs have been supporting farmers on issues of fall army 
worms by providing pesticides while also providing seeds and 
fertilizers,”	said	Luwe.

Sharing	the	same	sentiments,	ELDS	assistant	development	pro-
grams	officer,	Mascot	Maseko	said	the	organization	is	commit-
ted	to	assisting	government	in	improving	people’s	lives	through	
improved	agriculture.

“Our	 part	 as	 ELDS	 is	 to	 advise	 farmers	 on	 food	 security	 and	
as	the	rainy	season	has	ended	we	support	them	to	take	part	in	
irrigation	 farming	 in	 order	 to	maximize	 their	 productivity,”	 said	
Maseko.

Meanwhile	NGOs	working	with	Chitipa	District	Agriculture	De-
velopment	Office	include	Tubepoka	Development	Initiative	(TDI),	
Self	 Help	 Africa,	 Evangelical	 Lutheran	 Development	 Services	
(ELDS),	and	Lusubilo	Community	Based	Organization.
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	 he	current	COVID-19	pandemic	
	 and	efforts	to	contain	it	are	
	 significantly	impacting	countries	
around	the	world,	regardless	of	their	level	
of	income	or	economic	development.

Apart	 from	 the	 novel	 coronavirus’	 tragic	
toll	 in	 terms	 of	 human	 health	 and	 lives	
lost,	 government-imposed	 rules	 and	 re-
strictions	 on	 movement	 and	 assembly	
have	upended	work	and	livelihood	activi-
ties	for	billions	of	people,	causing	serious	
strain	on	budgets	and	household	resourc-
es,	seriously	impacting	people’s	ability	to	
care	for	and	nourish	themselves	and	their	
families.

These	negative	effects	can	be	immediate	
and	 often	 catastrophic	 for	 people	 who	
have	few	resources	to	fall	back	on	in	hard	
times	 —	 such	 as	 Africa’s	 estimated	 33	
million	smallholder	farming	families.

Development	 and	 humanitarian	 organi-
zations	 are	 pivoting	 to	 incorporate	 sec-
ondary	 impacts	—	such	as	nutrition	and	
food	security	—	into	funding	planning	and	
emergency	activities.

Most	 of	 them	 live	 on	 what	 they	 can	
grow	 themselves	 for	 food	 and	 also	 sell	
to	 earn	 income	 to	pay	 for	medical	 care,	
school	 fees,	 and	 other	 expenses.	 Even	
brief	 shortfalls	 in	 harvest	 volumes,	 seed	
and	 input	 supplies,	 or	market	 sales	 can	
quickly	lead	to	less	food,	or	at	least,	less	
nutritious	food,	on	these	families’	plates,	
leading	to	malnutrition	—	or	worse.

This	reality	was	reflected	recently	 in	Ma-
lawi,	 a	 country	 in	 southern	Africa	where	
the	Clinton	Foundation’s	Clinton	Develop-
ment	Initiative,	HarvestPlus,	and	the	Inter-

COVID-19 highlights need to boost resilience of 
rural poor By ARUN BARAL, APARNA DAS, BILL RUSTRICK 

T national	 Maize	 and	Wheat	 Improvement	
Center,	or	CIMMYT,	are	working	together	
to	strengthen	the	resilience	of	smallholder	
farming	communities.

In mid-April, Malawi’s government de-
clared a 21-day lockdown to help control 
the spread of COVID-19, sparking im-
mediate protests about the lack of gov-
ernment support measures in place to 
help the country’s low-resource citizens 
manage a likely sudden drop in their 
economic activity, including farming. An 
advocacy group actually succeeded in 
convincing Malawi’s high court to issue 
an injunction to postpone the lockdown.

Malawians	reacted	quickly	because	they	
know	 how	 tenuous	 their	 livelihoods	 are.	
The	situation	also	highlighted	the	need	to	
ensure	 that	 smallholder	 farming	 families	
—	 as	well	 as	 other	 low-income	 popula-
tions	—	are	better	able	to	weather	shocks,	
be	 they	 health	 threats	 like	 COVID-19,	
droughts,	crop	infestations,	or	otherwise.

In	the	context	of	the	current	global	health	
pandemic,	it	is	also	more	crucial	than	ever	
for	 all	 stakeholders	 to	 focus	 on	 building	
resilient,	inclusive	food	systems	that	work	
for	smallholder	farming	families.	

Strengthening	the	resilience	of	smallhold-
er	communities	is	critical	to	guaranteeing	
their	 food	 and	 nutrition	 security	 in	 the	
present	and	future;	otherwise,	they	stand	
to	 fall	 further	 behind	 and	 suffer	 serious	
consequences	whenever	shocks	arise.

A	 key	 aspect	 of	 building	 resilience	 for	
these	 communities	 is	 to	 ensure	 that	 the	
staple	food	crops	grown	by	smallholders	
are	as	nutritious	and	robust	as	possible,	

so	 that	 farming	 families	 benefit	 in	 both	
health	and	livelihood	terms.

As	part	of	the	partnership	work	in	Malawi,	
there	are	now	30	demonstration	plots	for	
smallholder	farmers	in	10	districts	with	va-
rieties	of	maize	 that	are	drought-tolerant	
and	others	that	are	both	drought-tolerant	
and	rich	 in	provitamin	A	—	a	micronutri-
ent	that	 is	critical	 for	good	vision	health,	
proper	 fetal	 development,	 and	 stronger	
immune	systems.

The	 plots	 also	 include	 high-iron	 beans	
developed	by	the	International	Center	for	
Tropical	Agriculture	with	HarvestPlus.	Iron	
is	a	leading	cause	of	energy-sapping	ane-
mia,	 as	well	 as	 impaired	 cognitive	 func-
tion	in	children.

The	demonstration	plot	approach	in	Ma-
lawi	is	reaching	about	30,000	farmers	and	
is	an	entry	point	to	engage	farming	com-
munities	 in	 ways	 that	 they	 can	 become	
more	climate	resilient	and	have	access	to	
nutritionally	enriched	food.

Through	 the	 plots,	 the	 partners	 gather	
valuable	 feedback	 from	 the	 “end	 user,”	
which	allows	for	mutual	learning	and	en-
courages	buy-in	by	the	farmers	managing	
the	demos	and	the	broader	communities	
to	which	they	are	connected.

In the coming seasons, we expect to 
see these varieties being grown in the 
farmers’ fields more widely, driving re-
silience across the entire farmer popu-
lation through increased access to, and 
availability of climate-resilient and nutri-
tionally enriched seeds.
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	 atricia	Dzimbiri	(37)	is	one	of	
	 the	successful	female	lead	
	 farmers	 who	 participated	 in	
the	Agricultural	 Productivity	Program	 for	
Southern	 Africa	 (APPSA)	 project	 from	
2013	to	2020.

APPSA	was	a	six-year	project	supported	
by	the	World	Bank	to	promote	a	regional	
approach	to	agricultural	technology	gen-
eration	and	dissemination	in	three	SADC	
countries,	 namely	Malawi,	Mozambique,	
and	Zambia.

Based	 in	 Chinguluwe	 Area,	 in	 Salima	
District,	Malawi,	 this	37	year	old	woman	
worked	directly	with	APPSA	research	and	
extension	 agents	 to	 help	 champion	 the	
demonstration	 of	 technology	 in	 agricul-
ture	in	her	community.

Dzimbiri	 participated	 in	 farmer	 field	 tri-
als	for	Conservation	Agriculture	(CA)	and	
maize-legume	 intercropping	 for	 three	
consecutive	years.	She	 is	part	of	 the	41	
300	lead	farmers	in	Malawi,	Mozambique	
and	Zambia	who	have	participated	in	this	
project.

“Munda woyala mapesi mumakhala 
tchile lochepa…timangozulira (the plot 
under CA had very few weeds which 
only require hand weeding because the 
growth of weeds is suppressed by the 
ground cover),” said	Dzimbiri.

Scale	 farmers	 with	 the	 opportunity	 to	
achieve	food	security	in	the	face	of	chal-
lenges	of	poor	soils,	poor	 rain	and	poor	
yields.

Dzimbiri	testified	that	her	maize	crop	from	
CA	plot	grew	faster	and	bigger	than	from	
the	conventional	maize	plot.

The	 technologies	 that	 have	 been	 pro-
moted	by	APPSA	over	the	past	six	years	
aimed	at	improving	the	farming	practices	
in	the	region	inspired	Dzimbiri	to	scale	up	
her	farming	project.

“I	plan	to	expand	CA,	maize-legume	inter-
cropping	to	two	acres	of	land	in	the	next	
cropping	 season	 because	 the	 results	 of	
this	project	were	amazing,”	Dzimbiri	said.
CA	is	a	set	of	soil	management	practices	

All smiles for farmers in Malawi, Mozambique 
and Zambia By SHARON KAVHU

P that	minimize	 the	disruption	of	 the	soil’s	
structure,	composition	and	natural	biodi-
versity.

As	expected	of	all	lead	farmers	who	par-
ticipate	 in	 the	 APPSA	 project,	 Dzimbiri	
has	also	disseminated	the	knowledge	she	
learnt	 from	 the	 researchers	 to	her	 fellow	
farmers.

She	mentored	seven	fellow	farmers	from	
nearby	 villages	 in	 CA,	 and	 to	 over	 70	
farmers	through	field	days.

Similarly	 in	 Chimbonila	 District,	Mozam-
bique-	 APPSA	 coordinator	 Dr	 Monica	
Murata	 said	 participant	 farmers	 have	
demonstrated	 some	 agro-processing	
technologies	that	have	benefited	commu-
nities.

“In Chimbonila District the use of le-
gumes flour to prepare porridge im-
proved the health of malnourished chil-
dren in the district. Weight gain for some 
of the orphaned children who were fed 
legume porridge was recorded,” said	
Murata.

She	said	several	 farmers	 in	 the	 targeted	
communities	 have	 been	 inspired	 to	 in-
crease	 legume	 production	 both	 for	 sale	
as	grain	and	also	to	processed	products.
“Other	 farmers	 are	 increasingly	 showing	
interest	in	producing	and	using	beans	for	
processing	 into	 flour,	 baking	 cakes,	 bis-
cuits,	bagias	and	porridge.	They	are	also	
interested	 in	 proper	 packaging	 of	 their	
grain	 legumes	 so	 that	 they	 can	 attract	
better	markets	which	pay	more	for	quality	
produce,”	added	Murata.

Murata	 said	 the	 benefits	 of	 agro-pro-
cessing	 legumes	 has	 encouraged	 many	
farmers	in	the	district	to	increase	their	le-
gume	productions	as	well	as	to	kick-start	
legume	processing	as	an	 income	gener-
ating	venture.

“They	have	organized	 themselves	 in	 “le-
gumes	 groups”	which	 aim	 at	 sensitizing	
other	 farmers	 in	 legume	 production	 and	
processing,”	added	Murata.

She	said	the	upscaling	of	legume	produc-
tion	 is	 expected	 to	 lead	 to	 an	 increase	

in	 agro-processing	 and	 improvement	 in	
market	 access,	 thereby	 leading	 to	 food	
and	 nutrition	 security,	 and	 improvement	
of	smallholder	farmers’	income.

APPSA	 project	 in	 Malawi,	 Mozambique	
and	 Zambia	 was	 launched	 in	 2013	 and	
concluded	 in	 January	 2020.	 In	 the	 six	
years,	the	project	has	benefited	over	750	
000	households.	The	41	300	lead	farmers	
established	more	than	5	000	demonstra-
tion	 plots	 on	 various	 technologies	 and	
management	practices	 that	were	hosted	
at		3	000	field	days.

During	the	same	period,	a	total	of	7	968	
seed	 and	 food	 fairs	 were	 conducted.	
Food	 fairs	 focused	 on	 value	 addition	 to	
legumes,	maize	and	rice	grain	and	APP-
SA	 promoted	 seed	 varieties	 among	 the	
farming	communities	and	the	private	sec-
tor	for	seed	multiplication	so	that	they	can	
be	readily	available	and	accessible	to	the	
farmers.

APPSA	which	is	a	brainchild	of	the	World	
Bank	was	launched	in	2013	with	the	aim	
of	generating	and	disseminating	technol-
ogies	to	farmers	within	and	among	partic-
ipating	countries	 in	Southern	Africa.	The	
project	 also	builds	capacity	 for	 host	na-
tional	research	and	development	systems	
and	enhances	regional	collaboration.

Although	 it	 was	 a	World	 Bank	 initiative,	
APPSA	 is	 coordinated	and	 facilitated	by	
the	Centre	for	Coordination	of	Agricultural	
Research	 and	 Development	 in	 Southern	
Africa	(CCARDESA).

Following	 the	 successful	 stories	 of	 the	
three	 countries,	 APPSA	 is	 set	 to	 com-
mence	 in	 Angola	 and	 Lesotho	 this	 year	
for	the	next	six	years.

Murata	 said	 implementing	 the	 project	 in	
Angola	and	Lesotho	has	been	affected	by	
the	outbreak	of	the	COVID-19	pandemic	
in	the	region.

“However, the outbreak of COVID-19 has 
caused the organisation to intensify the 
use of online platforms and re-oriented 
its work plan to prioritize activities which 
can be done without physical contacts.”
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	 rices	for	the	maize	decreased	significantly	between	
	 February	and	March	in	most	monitored	markets,	
	 though	prices	remained	significantly	higher	than	both	
the	five-year	average	and	last	year’s	prices.	

According	 to	 data	 from	 both	 the	 Ministry	 of	 Agriculture	 and	
Food	 Security	 and	 FEWS	 NET,	 maize	 prices	 in	 the	 southern	
Balaka	and	Nsanje	markets	decreased	by	28	and	41	percent	
respectively	between	February	and	March.

This	comes	at	 the	backdrop	of	some	households	 in	 localized	
southern	areas	receiving	poor	harvests	due	to	dry	spells,	while	
localized	areas	of	 the	northern	Karonga	and	Rumphi	districts	
experienced	crop	losses	due	to	flooding	and	water-logging.	

According to FEWS NET an increasing number of these 
households are likely to experience stressed outcomes as 
food stocks are depleted between July and September, with 
area-level stressed outcomes expected in Nsanje and Chik-
wawa by September.

The	FEWS	NET	research	further	indicates	that	most	households	
across	 the	 country	 are	 now	 consuming	 own-produced	 food,	
with	harvests,	and	harvest	was	expected	to	peak	between	April	
and	May.	

The	report	further	indicates	that	the	households	who	were	fac-
ing	stressed	outcomes	during	 the	previous	consumption	year	
ending	March	 2020	 are	 now	 transitioning	 to	minimal	 as	 they	
access	food	from	own	production	and	income	from	crop	sales.	
In	 addition,	 the	 minimal	 outcomes	 are	 expected	 to	 persist	
through	at	least	September	2020	across	most	of	the	country.

	 he	think-tanks	at		Mwapata	Institute		have	initiated	a	
	 study	to	assess	the	potential	effects	of	the	novel	
	 coronavirus	 (Covid-19)	 pandemic	 on	 agri-food	 sys-
tems.

According	 to	 the	 Institute,	 the	 study	will	 also	 delve	 into	 how	
players	in	the	agricultural	value	chain	are	being	affected	or	likely	
to	 be	 affected	 and	 examine	 the	 enduring	 effects	 of	 the	 pan-
demic.

Sloans	 Chimatiro,	 Mwapata	 Institute	 Executive	 Director	 said	
the	study	will	be	in	three	phases,	with	the	first	phase	involving	
compiling	COVID-19	facts	in	Malawi	and	government	policy	re-
sponses.

“Government needs evidence-based guidance to quickly de-
sign policies that effectively mitigate the impacts of Covid-19 
that threaten to disrupt supply chains and livelihoods.

“This is likely to result in strained livelihoods in both the rural 
and urban areas, higher food prices, and severe economic 
fallout of employees in the agricultural sector,”	said	Chimatiro.

Meanwhile	Farmers	Union	of	Malawi	President	Frighton	Njolo-
mole	 has	 highlighted	 that	 apart	 from	 the	 loss	 of	 livelihoods	
among	 farmers,	 COVID	 -19	 restrictions	 will	 also	 exacerbate	
hunger	due	 to	huge	post-harvest	 losses	 that	will	 result	 in	1.5	
million	urban	and	peri-urban	city	citizens	facing	hunger	as	food	
will	be	in	short	supply.

Mwapata	Institute	works	in	close	collaboration	with	the	National	
Planning	Commission	of	Malawi,	the	Lilongwe	University	of	Ag-
riculture	and	Natural	Resources,	and	Michigan	State	University

FEWS NET records 
mixed harvest patterns

Mwapata study to 
assess the potential 
effects of COVID -19
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	 frica	has	so	far	escaped	the
	 worst	health	consequences	of
	 	the	COVID-19	pandemic.	How-
ever,	 the	continent	 looks	 like	 it	could	be	
the	 worst	 hit	 from	 the	 economic	 fallout	
of	the	crisis:	80	million	Africans	could	be	
pushed	 into	 extreme	poverty	 if	 action	 is	
not	 taken.	 And	 disruptions	 in	 food	 sys-
tems	raise	the	prospect	of	more	Africans	
falling	into	hunger.	

Rural	 people,	 many	 of	 whom	 work	 on	
small-scale	 farms,	 are	 particularly	 vul-
nerable	 to	 the	 impacts	 of	 the	 crisis.	 It	
is	 therefore	 vital	 that	 the	 COVID-19	 re-
sponse	address	food	security	and	target	
the	rural	poor.

At	 this	 time,	 the	 international	 develop-
ment	agenda	 is	prioritizing	health,	econ-
omies	and	 infrastructure.	But	 there	must	
also	be	a	focus	on	food	security,	agribusi-
ness	and	rural	development.	This	is	espe-
cially	important	on	the	African	continent.

Agriculture	contributes	65	percent	of	Af-
rica’s	employment	and	75	per	cent	of	its	
domestic	 trade.	 However,	 the	 rich	 po-
tential	of	agriculture	as	a	tool	to	promote	
food	security	and	fight	poverty	 is	at	 risk	
from	the	effects	of	COVID-19.

In	March,	the	UN	Economic	Commission	
for	Africa	predicted	growth	in	Africa	would	
drop	from	3.2	per	cent	to	1.8	per	cent	in	
2020.	Within	the	continent,	lockdowns	are	

COVID-19 response must target African 
agriculture  By OLUSEGUN OBASANJO & HAILEMARIAM DESALEGN BOSHE*

A disrupting	inter-regional	trade.	

The effect of restrictive measures on 
food trade is especially worrying, in par-
ticular for food-importing countries, but 
also because of shrinking export mar-
kets for the continent’s farmers.

Across	 the	 European	 Union	 (the	 largest	
export	market	for	Africa’s	fresh	fruits	and	
vegetables),	 demand	 has	 dropped	 for	
popular	produce	such	as	Kenyan	avoca-
dos,	 South	 African	 citruses	 and	Moroc-
can	vegetables.	Kenya	has	also	recorded	
an	8.5	per	cent	decline	for	tea	exports	to	
destinations	like	Iran,	Pakistan	and	UAE.	

Within	 countries,	 we	 are	 already	 seeing	
that	 interruptions	 to	 transport	and	distri-
bution	systems	are	impeding	small-scale	
farmers	from	accessing	essential	inputs	–	
like	seeds	and	fertilizer	–	and	from	getting	
their	food	to	markets.

African	 governments	 have	 defined	 stim-
ulus	 measures	 to	 mitigate	 national	 and	
regional	economic	impacts	of	COVID-19.	

As	they	do,	they	must	remember	that	in-
vestments	in	agriculture	can	be	up	to	five	
times	more	poverty-reducing	than	invest-
ments	in	other	sectors.	
Investments	 in	 rural,	 small-scale	agricul-
ture	are	particularly	 important	 for	 the	 re-
gion’s	food	security,	for	safeguarding	the	
livelihoods	 of	 some	 of	 its	most	 vulnera-

ble	people	and	for	sustaining	the	gains	in	
poverty	alleviation	and	wealth	creation.

Small	 farms	 everywhere	 traditionally	
make	a	huge	contribution	to	global	 food	
security.	 Around	 the	 world,	 small-farm	
dominated	systems	produce	50	per	cent	
of	all	food	calories	on	30	per	cent	of	the	
world’s	agricultural	 land.	 In	sub-Saharan	
Africa,	 however,	 the	 role	 of	 small-scale	
farms	 is	 even	 more	 significant:	 80	 per	
cent	of	 farms	are	small	 in	most	of	 these	
countries.

Even	 before	 the	 current	 crisis,	 globally	
more	 than	 820	 million	 people	 were	 go-
ing	hungry	daily.	And	 the	majority	of	 the	
world’s	poor	and	hungry	people	live	in	the	
rural	areas	of	developing	countries.	

In Africa, reliance on food imports, and 
lack of services and infrastructure to en-
able small-scale farmers to produce and 
market food, along with the shocks of 
climate change, have all increased the 
fragility of food access.

In	 April,	 the	 World	 Bank	 projected	 the	
pandemic	would	hit	Africa	the	hardest	of	
any	region,	pushing	23	million	people	into	
poverty.	This	 raises	 the	question	of	how	
small	producers	in	Africa	can	get	access	
to	inputs	and	finance	to	grow	and	sell	the	
food	needed	to	ensure	food	security	and	
support	livelihoods.	African	leaders	must	
be	in	the	vanguard	of	funding	solution.
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In April, the International Fund for Agri-
cultural Development (IFAD) launched a 
multi-donor fund- COVID-19 Rural Poor 
Stimulus Facility (RPSF) to address the 
immediate fallout of COVID-19 for rural 
people in Africa and elsewhere. 

IFAD	specializes	in	investing	in	poor	rural	
people,	 targeting	 the	 poorest	 and	 most	
marginalized.	 Among	 other	 goals,	 the	
new	facility	will	provide	small-scale	farm-
ers	and	fishers	with	basic	inputs,	and	help	
them	access	markets	and	maintain	cash	
flow.	IFAD	committed	US$40	million	to	the	
new	fund,	but	aims	to	raise	at	least	$200	
million	 more	 from	 UN	 Member	 States,	
foundations	and	the	private	sector.

The	facility	will	complement	and	scale-up	
the	work	IFAD	has	already	been	doing	to	
repurpose	existing	project	activities.	

In	 Malawi,	 for	 example,	 a	 programme	
is	 providing	 social	 cash	 transfers	 to	 ul-
tra-poor	farmers	and	delivering	messages	
about	 	 	 	financial	 literacy	and	COVID-19	
prevention.	 In	 Eritrea,	 vulnerable	 house-
holds	 are	 receiving	 small	 ruminants	 and	
seeds	to	strengthen,	maintain	production,	
access	markets	and	safeguard	household	

food	security	during	the	crisis.

These	immediate	actions	are	essential	to	
mitigate	the	worst	risks	of	the	crisis.	They	
are	 also	 important	 to	 safeguard	 IFAD’s	
past	and	ongoing	investments	to	build	the	
long-term	resilience	of	rural	livelihoods.	

Ultimately, we need to ensure that ru-
ral people and their businesses are the 
foundation of resilient rural economies 
and food systems across Africa. 

Then, when the next crisis strikes, the 
vulnerable people of today will be bet-
ter able to protect their livelihoods and 
avoid the risk of falling into poverty and 
hunger.  

So	while	it’s	urgent	to	feed	people	today,	
we	 also	must	 look	 to	 the	 days,	months	
and	years	ahead.	This	is	one	reason	why	
IFAD	prioritizes	 long-term	rural	and	agri-
cultural	 development	 and	 building	 resil-
ience	to	future	shocks.	It	 is	also	why	we	
urge	policy	makers	to	adapt	any	relevant	
lessons	from	how	previous	outbreaks	like	
the	 Ebola	 virus	 affected	 agriculture	 and	
food	systems.

In	 the	 long	 term,	 this	 pandemic	 under-
scores	 the	 need	 for	 Africa	 to	 transform	
agriculture	 and	 agribusiness	 as	 the	 sur-
est	 path	 to	 inclusive	 economic	 growth,	
wealth	generation	and	greater	resilience.

As	Special	Envoys,	we	believe	 in	 IFAD’s	
exceptional	mandate	and	will	continue	to	
work	closely	with	 the	Fund	 in	mobilizing	
resources	to	support	the	most	vulnerable	
on	the	African	continent.	

The	pandemic	will	expose	the	livelihoods	
of	 rural	 marginalized	 groups	 to	 unprec-
edented	 challenges.	 To	 restore	 hope	 to	
those	affected,	we	commit	strongly	to	the	
idea	that	no	one	will	be	left	behind,	espe-
cially	in	Africa.

*The authors are Olusegun Obasanjo, 
former President of the Federal Re-
public of Nigeria and Hailemariam De-
salegn Boshe, former Prime Minister 
of the Federal Democratic Republic of 
Ethiopia. Both are IFAD Special Envoys 
engaged to mobilize support and ad-
vocate for greater investment in rural 
areas.
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	 ase	IH,	one	of	the	world’s	
	 leading	agricultural	machinery	
	 brands	 is	 playing	 a	 key	 role	 in	
renewal	energy	production	 in	Philippines	
using	sugar	cane	trash.

Tractors	 and	 other	 associated	 machin-
ery	are	collecting	trash	and	getting	it	to	a	
power	station	 in	Negros,	 the	 fourth	 larg-
est	island	of	the	Philippines,	intending	to	
produce	a	total	of	72	megawatts	of	green	
baseload	power	to	feed	into	the	local	grid	
as	 well	 as	 for	 export	 to	 surrounding	 is-
lands.

“The cane farmers leave the trash after 
the harvest, and we move into the field 
with our equipment and collect it, taking 
it to the power station for burning in a 
controlled environment to produce elec-
tricity,” said	Paul	Coveny,	Vice-President	
Biomass	Operations	and	Materials	Man-
agement	for	Biopower,	the	developers	of	
the	project.

Paul	said	when	looking	for	an	equipment	

Case IH tractors help generate power in 
Philippines

C supplier,	they	recognised	Case	IH’s	posi-
tion	 as	 a	 leading	provider	 of	 technology	
solutions,	with	a	state-of-the-art	machin-
ery	line-up	that	assisted	Biopower	in	sus-
taining	the	fuel	supply	necessary	for	their	
electricity	obligations.

The	 company	 has	 purchased	 over	 100	
Case	IH	machines	including	Farmlift	tele-
handlers	and	Farmall,	Maxxum	and	Puma	
tractors	through	Filholland,	the	distributor	
of	Case	IH	machinery	in	the	Philippines.
“Our operation has a very small window 
to do what we need to do, so we needed 
reliable tractors that could operate con-
tinuously, 24 hours a day,”	Paul	said.

“The	 technology	 in	 these	 Case	 IH	 trac-
tors	has	given	us	that	reliability,	and	along	
with	the	support	of	Filholland,	they	deliver	
what	we	need	in	the	short	time	we	have.”

For	 the	 Biopower	 staff	 who	 operate	 the	
fleet	of	Case	IH	tractors,	there’s	no	doubt-
ing	their	satisfaction	with	the	machines.	

Paul	 said	 the	 operators	 regularly	 com-
mented	on	the	ease	of	operation,	power	
and	speed	of	the	tractors,	and	the	tech-
nology	features	that	made	their	job	easier.	
Staff	also	had	high	praise	for	the	training	
offered	by	Filholland	on	 the	 tractors	and	
telehandlers.

Biopower	 has	 also	 been	 able	 to	 install	
GPS-trackers	 and	 data	 loggers	 into	 the	
tractor	fleet	 that	 identify	each	machine’s	
location	and	provide	detailed	information	
on	 what	 they’re	 doing	 and	 how	 they’re	
doing	 it	at	any	given	 time—it	provides	a	
live,	 real-time	overview	of	 the	 entire	 op-
eration.

The	Case	IH	Farmall	JX	is	one	of	the	mod-
els	used	in	the	Biopower	operation,	a	small	
tractor	 designed	 with	 manoeuvrability,	
visibility	and	handling	top	of	mind.	Pow-
ered	by	an	upgraded	8000	Series,	Tier	3	
turbo-charged	engine	to	provide	optimum	
fuel	 efficiency	 and	maximum	power,	 the	
Farmall	JX	also	offers	logically-positioned	
controls	with	clear,	concise	 instrumenta-
tion	that	make	tasks	less	arduous	when	in	
the	field	all	day.

Paul	said	the	performance	of	the	Case	IH	
tractors	and	telehandlers	had	been	every-
thing	 they’d	 expected	 and	 this,	 coupled	
with	the	24-hour	service	and	support,	ser-
vice	updates	and	training	provided	by	Fil-
holland,	confirmed	they’d	made	the	right	
choice.

When	 it	 came	 to	 running	 a	 high-pres-
sure,	 round-the-clock	operation	 like	 that	
of	 Biopower,	 Paul	 said,	 it	 was	 reassur-
ing	to	have	the	peace	of	mind	of	reliable	
machinery,	 and	 support	 and	 assistance	
when	and	where	it	was	needed.

“My experience in the sugar industry in 
Australia means I’ve seen a lot of Case 
IH equipment, and know the reputation 
of their tractors and harvesters, so I had 
the confidence in the brand to introduce 
it here onto Negros,” Paul	said.

“Case	 IH	 is	 well-known	 worldwide,	 and	
with	 a	 good	 partner	 like	 Filholland	 I’d	
have	no	hesitation	in	recommending	their	
products	to	anyone	in	the	Philippines.

“The	brand	has	a	great	support	network,	
it’s	a	quality	product	and	that’s	important	
when	you’re	running	any	business.”
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	 his	is	the	sixth	out	of	seven	
	 articles	published	by	ACE	to
	 mark	15	years	of	operation	and	cele-
brating	the	regulatory	license	recently	acquired	
from	the	Registrar	of	Financial	Institutions.

This	article	will	focus	on	Warehouse	Receipt	Fi-
nance,	please	read	article	3	for	other	elements	
of	 the	 Warehouse	 Receipt	 System.	 As	 men-
tioned	in	article	1,	the	Warehouse	Receipt	Sys-
tem	was	 established	 to	 enable	 ACE	 to	 guar-
antee	 sellers’	 performance	 on	 an	 Exchange	
traded	contract.	There	was,	however,	another	
element	which	became	the	absolute	main	driv-
er	of	volume	on	the	warehouse	receipt	system	
–	finance!

The	first	ACE	warehouse	receipt	was	issued	by	
Farmers	World	in	2011	to	Lawrence	Chikhasu,	
a	small	trader	who	deposited	14.5mt	of	maize.	
Mr	 Chikhasu	 immediately	 requested	 finance	
so	he	could	go	and	buy	more	maize.	No	banks	
were	on	board	at	 this	 time,	so	ACE,	eager	 to	
show	 the	potential	of	 the	Warehouse	Receipt	
System,	scraped	what	little	funds	ACE	had	and	
disbursed	 MKW	 261,000,	 being	 60%	 of	 the	
market	value.	Mr	Chikhasu	managed	to	aggre-
gate	a	total	of	40mt	and	sold	about	half	to	the	
World	Food	Programme	on	a	BVO	auction	and	
the	other	half	to	a	private	sector	buyer,	earning	
a	profit	of	18%	after	storage	and	finance	cost	
had	been	settled.

Only	6	receipts	were	 issued	 in	2011,	but	with	
an	average	profit	of	30%,	everyone	was	very	
excited.	 All	 made	 money	 -	 the	 warehouse	
operator,	 the	 financier,	 ACE,	 and	 the	 traders.	
The	 fundamentals	 had	 been	 proven	 and	 all	
agreed	to	continue	the	further	development	of	
the	Warehouse	Receipt	System.	A	 task	 force	
was	established	with	support	from	the	USAID	
Southern	Africa	Trade	Hub	 to	 create	 a	 set	 of	
regulations	 which	 could	 attract	 finance	 from	
the	 banks.	 ACE	 saw	 good	 support	 and	 par-
ticipation	 from	 FCB	 (then	 FMB),	 NBM,	 CDH,	
OIBM	 and	 Standard	 Bank	 and	 in	 June	 2012	
the	ACE	Warehouse	Receipt	Rules	and	Regu-
lations	were	adopted.	By	then,	the	first	receipts	
of	 the	 2012	 season	 had	 already	 been	 issued	
and	the	depositors	were	literally	screaming	for	
finance.	

No	bank	came	 forward	–	 this	was	most	 frus-
trating	and	something	ACE	had	not	anticipated	
after	 the	 support	 creating	 the	 ruleset.	 Again	
desperate	to	further	develop	the	system,	ACE	
dug	deep	and	gathered	MWK	5	million	which	
ACE	offered	to	the	banks	as	a	first	 loss	guar-
antee	for	the	receipt	finance.	FCB	agreed	and	
offered	MWK	20	million	receipt	finance	against	
ACE’s	 first	 loss.	 That	 was	 the	 beginning	 of	
Warehouse	Receipt	Finance	in	Malawi.

The	modality	was	called	 “haircut	finance”,	as	
the	bank	would	take	a	haircut	and	only	finance	
a	proportion	of	the	commodity	value.	The	de-
fault	 haircut	 in	Malawi	was	 70%.	 The	 haircut	
was	 actually	 meant	 to	 be	 very	 flexible	 and	
change	depending	on	market	prices,	commod-
ity	and	 time	of	year.	This	differentiation	never	

really	 materialised	 and	 a	 standard	 haircut	 of	
70%	was	applied.	Despite	2012	also	being	a	
good	 year	 with	 average	 profit	 of	 25%,	 more	
banks	did	not	come	on	board.	FCB	did
increase	 its	 finance	 gradually	 and	 didn’t	 re-
quest	a	first	loss	guarantee	anymore.	The	con-
cern	was	price	risk.	Being	exposed	to	the	ag-
ricultural	market	was	not	normal	business	 for	
banks	–	they	are	normally	exposed	to	treasury	
bills	and	big	balance	sheets!

The	2014	election	gave	 a	 hint	 to	 how	unpre-
dictable	and	volatile	markets	can	be.	With	the	
election	 coming	 up	 ADMARC	 started	 selling	
maize	 at	 about	 half	 of	 the	 market	 price	 and	
maize	 prices	 came	 tumbling	 down.	 This	 dy-
namic	 does	 not	 suit	 the	 Warehouse	 Receipt	
System	 and	 maize	 depositors	 got	 stuck	 and	
on	average	lost	20%	that	year.	In	comparison,	
traders	with	pea	receipts	made	a	profit	of	20%	
that	year.	ACE	now	had	its	first	systemic	 loss	
on	the	Warehouse	Receipt	System,	caused	by	
Government	 market	 interventions.	 The	 only	
positive	 element	 from	 this	 situation	 was	 that	
the	70%	haircut	was	enough	 risk	margin	and	
bank	 finance	 was	 not	 at	 risk	 –	 all	 haircut	 fi-
nance	was	settled.

Even	though	finance	was	settled,	the	situation	
certainly	didn’t	bring	more	banks	on	board.

The	main	concern	then,	and	it	is	still	the	case	
today,	 is	 that	 ACE	 needs	 to	 come	 up	with	 a	
way	that	the	banks	can	hedge	their	exposure.	It	
will	be	the	only	way	to	really	develop	structured	
finance	on	the	warehouse	receipt	system.	The	
ability	to	hedge	is	what	makes	the	Johannes-
burg	 Stock	 Exchange	 (JSE)	 so	 successful,	
However,	 Malawi	 price	 fundamentals	 just	 do	
not	follow	the	rest	of	the	world	and	Malawi	can	
therefore	not	enjoy	the	safeguards	provided	by	
the	global	exchanges	and	the	market	isolated	
to	Malawi	 is	 too	 small	 to	 recreate	 the	 instru-
ments	here.	ACE	needed	to	be	innovative.

In	 2013	 ACE	 went	 to	 Sunseed	 Oil	 (SSO),	 a	
large	vegetable	oil	processor	who	was	buying	
large	 quantities	 of	 soya.	 ACE	 said:	 “What	 is	
your	cost	of	storage	and	what	 is	your	cost	of	
finance?	If	ACE

takes	the	market	price	today	and	add	your	own	
carry-over	cost	 to,	say,	5	months	 from	now	–	
would	you	take	it	at	that	price	5	months	from	
now?”	Sunseed	Oil	 said:	 “Yes,	 but	we	would	
like	 to	 store	 it	 ourselves.”	 And	 that	 was	 the	
birth	of	the	ACE	forward	contract	for	soya.

When	 depositors	 delivered	 soya	 to	 SSO	 and	
got	a	warehouse	receipt,	ACE	would	also	issue	
a	 contract	 between	 the	 depositor	 and	 SSO,	
where	SSO	would	pay	the	calculated	price	and	
take	delivery	at	a	future	date.	ACE	would	now	
send	both	warehouse	receipt	and	forward	con-
tract	 to	 the	bank	 and	 request	 finance	 for	 the	
depositor.	The	bank	would	disburse	to	the	de-
positor	 and	 the	 bank	would	 be	 settled	 in	 full	
when	the	 forward	contract	matured.	 In	effect,	
ACE	 had	 just	 swapped	 the	 price	 risk,	 of	 the	
volatile	 agricultural	 market,	 with	 the	 balance	

sheet	of	a	larger	off-taker.	This	was	what	banks	
had	been	looking	for	and	appetite	for	this	type	
of	receipt	finance	quickly	materialised.

This	was	an	incredible	revelation	to	ACE,	vol-
umes	 on	 the	 Warehouse	 Receipt	 System	 in-
creased;	trade	increased	and	most	importantly,	
for	the	first	time,	significant	levels	of	commis-
sion	were	being	 realised.	ACE	firmly	believed	
that	 it	had	found	the	core	commercial	model.	
This	was	all	good.

However,	 ACE	 was	 also	 acutely	 aware	 that	
forward	 contacts,	 although	 providing	 crucial	
market	 access,	 didn’t	 provide	 farmers	with	 a	
market	premium.	The	way	 the	 forward	prices	
was	 calculated,	 the	 seller	 was	 only	 receiving	
the	 spot	 price	 as	 determined	 by	 the	 forward	
buyer.	What	was	needed	was	more	 competi-
tion	on	the	forward	market	and	ACE	expected	
that	 one	 day,	 a	 buyer	would	 say:	 “I	 will	 take	
the	ACE	January	price	plus	1.”	This	premium	
in	 the	 forward	 market	 would	 translate	 into	 a	
premium	 for	 the	 farmers	 in	 spot	 markets.	 In	
other	words,	the	increased	liquidity	 in	the	for-
ward	markets	 should	push	prices	 in	 the	 spot	
market.	To	ACE’s	huge	regret,	this	never	hap-
pened.	The	banks	really	only	approved	forward	
contract	finance	 from	a	handful	of	 large	 trad-
ers.	Not	 enough	 to	 create	 competition	 in	 the	
forward	market.

ACE	also	launched	an	unsuccessful	receipt	fi-
nance	modality	 –	 bridge	 finance.	 In	 the	 early	
years	where	depositors	saw	significant	profits,	
traders	were	naturally	excited	and	hungry	for	fi-
nance.	ACE	got	many	requests	and	many	small	
traders	didn’t	have	capital	to	bring	the	first	load	
of	 commodity	 to	 warehouse.	 ACE	 came	 up	
with	the	bridge	finance	modality	where	ACE,	in	
the	beginning	of	the	season,	would	advance	to	

ACE Warehouse Receipt Finance
Feature
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the	 trader	 for	 the	 first	 5MT	 and	get	 the	 70%	
when	the	bank	would	disburse	after	deposit.	In	
2014,	ACE	trained	and	certified	23	commodity	
brokers,	with	 the	bridge	finance	modality	be-
coming	 a	 central	 component	 of	 the	 services	
that	 the	ACE	brokers	could	offer	 their	clients.	
Unfortunately,	 too	many	bridge	finance	 recip-
ients	 did	 not	 honour	 the	 modality,	 often	 de-
positing	less	than	what	they	were	supposed	to	
deposit,	which	carved	out	 any	profits	upfront	
and	sometimes	made	the	receipt	go	into	loss,	
which	 meant	 bridge	 finance	 was	 not	 settled	
in	 full.	ACE	had	 to	 stop	 the	modality	when	 it	
became	 clear	 that	 undercutting	 the	 system	
seemed	be	 the	norm,	 rather	 than	 just	actions	
from	a	few.	The	2014	maize	collapse	also	real-
ised	 losses	on	the	bridge	finance	modality.	 In	
all,	one	can	say	that	bad	timing	coupled	with	
a	naïve	belief	and	trust	in	the	ACE	brokers	and	
other	 recipients	put	an	end	 to	ACE	bridge	fi-
nance.

By	2016,	ACE	could	walk	on	water:	That	year	
ACE	did	 90,000mt	 of	 trade,	 50,000mt	 on	 the	
Warehouse	 Receipt	 System,	 USD	 12	 million	
in	 disbursed	 warehouse	 receipt	 finance	 and	
USD	 150,000	 in	 realised	 commissions,	 just	
shy	of	being	sustainable.	What	could	possible	
go	wrong?	Well	–	a	series	of	very	unfortunate	
events,	which	could	maybe	have	been	antici-
pated	and	mitigated	against	 if	 they	happened	
in	their	own	right,	but	when	they	happened	si-
multaneously,	 it	 looks	a	 lot	 like	a	Black	Swan	
event.

Firstly,	 India	stop	buying	pigeon	peas,	a	con-
tract	to	NFRA	which	would	have	saved	all	pea	
depositors	never	materialised,	prices	dropped	
80%	and	the	market	was	in	complete	collapse	
and	disarray.

Several	banks	 lost	significant	amounts	on	pi-
geon	pea	finance	and	that	was	the	end	of	the	
haircut	modality.	A	crude	realisation	of	just	how	
vulnerable	agricultural	services	and	structures	
can	be.

Secondly,	in	2016,	the	Government	had	called	
for	significant	food	aid	and	estimated	that	Ma-
lawi	was	short	1	million	metric	tonnes	of	maize.	
Resources	were	made	 available	 by	 DFIs	 and	
Development	 Partners	 and	 by	 October	 2016	
significant	volumes	were	contracted	for	import	
from	Mexico.	In	November	2016,	private	sector	
flagged	 that	 market	 indications	 showed	 that	
there	was	not	a	shortage.	ACE	called	for	meet-
ings	to	raise	the	flag,	push	for	Government	to	
allow	export	and	try	to	get	the	Food	Aid	Indus-
try	 to	 divert	 imports	 and	 switch	 to	 local	 pro-
curement.

Private	sector	was	right,	 there	was	 indeed	an	
oversupply	of	maize	and	prices	were	in	steady	
decline.	 Private	 sector	 was	 sitting	 on	 about	
100,000mt	and	ADMARC	 the	same.	Tanzania	
was	 short	 of	 maize	 and	 wanted	 to	 buy	 it	 all	
at	 very	attractive	prices.	Government	 refused	
and	instead	of	exporting	surplus	Malawi	maize	
to	 Tanzania,	 Malawi	 was	 importing	 Mexican	
maize	–	to	underline	the	absurdity	–	the	import	
came	through	Tanzania!

Maize	 was	 carried	 into	 the	 new	 season	 with	
significant	negative	impacts.	Private	sector	re-

Feature

alised	huge	losses,	ADMARC	needed	at	multi-
million	dollar	bailout,	banks	retracted	finance,	
no	demand	materialised	for	new	season	maize	
which	 saw	 the	 lowest	 farm	 gate	 prices	 ACE	
had	ever	recorded,	and	farmers	lost	billions	of	
kwachas.	It	is	a	vicious	circle	and	the	economic	
impact	on	Malawi	was	huge,	and	yet	 it	could	
have	been	so	easily	prevented.	 It	 is	astound-
ing	that	Government	refused	to	export	excess	
maize,	and	it	was	equally	surprising	to	discover	
that	 the	 Food	Aid	machinery	was	 completely	
unequipped	 to	 recognise	 and	 respond	 to	 a	
changing	 situation	 on	 the	 ground.	 There	 is	 a	
real	 need	 to	 make	 sure	 this	 doesn’t	 happen	
again.

Nearly	all	value	chains	were	affected	and	most	
warehouse	 receipts	 made	 significant	 losses.	
Many	 private	 sector	 companies	 were	 strug-
gling	and	bank	appetite	 to	finance	agriculture	
was	 nearly	 non-	 existing.	 Forward	 contract	
finance	dropped	 from	USD	12	million	 to	USD	
0.5	million	and	the	modality	did	not	recover.	By	
2018	finance	started	picking	up	again.	Howev-
er,	 banks	were	 requesting	ACE	 to	 offer	more	
traditional	 collateral	 management	 services,	
rather	than	the	forward	contract	modality.	ACE	
established	Commodity	Service	Limited	(CSL)	
to	handle	this	new	demand	and	further	devel-
op	 commodity	 and	 warehouse	 services	 inte-
grated	with	the	Warehouse	Receipt	System.	In	
essence	 the	modalities	are	 the	same,	but	 the	
paperwork	is	different.	ACE	sees	this	demand	
for	 Collateral	 Finance	 as	 the	 latest	 phase	 in	
the	Warehouse	Receipt	Finance	evolution.	It	is	
great	relief	 to	see	warehouse	receipt	volumes	
and	 finance	 reaching	 2016	 levels	 again.	 Al-
though	this	time,	ACE	is	walking	with	caution,	
not	on	water!

A	significant	catalyst	for	ACE’s	ability	to	facil-
itate	finance,	develop	new	modalities	and	en-
gage	with	banks,	 is	 the	 regulatory	 framework	
now	 adopted	 in	 Malawi.	 The	 process	 was	
started	in	2014	by	the	World	Bank	Group	and	
only	finalised	with	the	licensing	this	year.	It	has	
been	a	great	process	to	have	been	involved	in	
–	great	dedication	from	the	Ministry	of	Industry,	
Trade	and	Tourism,	the	Reserve

Bank	of	Malawi	and	industry	leaders.	We	have	
international	 experts	 exclaiming	 that	 Malawi	
has	adopted	a	first	class	regulatory	framework	
for	commodity	exchanges	and	Warehouse	Re-
ceipt	Systems.	 It	 is	now	ACEs	 job	 to	convert	
this	into	first	class	finance	and	risk	modalities.
There	 can	be	 no	doubt	 as	 to	 the	 importance	
of	 agricultural	 finance.	 The	more	 finance,	 the	
more	liquidity,	the	more	demand	and	therefore	
better	 farm	 gate	 prices.	 The	 state	 of	 agricul-
tural	finance	 is	directly	 related	 to	 the	state	of	
the	agricultural	sector	as	a	whole.	But	when	it	
comes	to	access	to	finance	in	rural	areas,	the	
answer	is	not	that	clear	cut.	Accessing	finance	
always	comes	with	a	risk.	If	your	added	value	
does	 not	match	 your	 interest	 on	 the	 finance,	
then	you	will	 be	making	a	 loss.	Most	 agri-in-
dustry	participants	have	different	tools	at	their	
disposal	 to	 navigate	 the	 risks.	 Rural	 farmers,	
on	the	other	hand,	do	not	and	are	therefore	left	
exposed	to	the	market	forces.

ACE	 has	 an	 exhaustive	 dataset	 of	 all	 ware-
house	receipts	ever	issued	on	the	system	and	

ACE	asked	IFPRI	if	they	would	be	interested	in	
doing	a	detailed	analysis	of	the	data,	to	identi-
fy	if	certain	behaviours	were	leading	to	losses	
and	others	to	profit.	The	balancing	act	for	ACE	
is	 to	determine	whether	ACE	should	promote	
access	 to	finance	 to	 rural	 farmers	or	 if	 this	 is	
too	risky.	The	hope	was	that	IFPRI	could	create	
a	 set	 of	 rules,	 as	 in,	 if	market	 price	 for	 soya	
is	 less	 than	USD350/mt	 then	 there	 is	 a	 90%	
chance	to	make	profit	if	the	farmers	store,	ac-
cess	 finance	 and	 sell	 within	 6	months.	 IFPRI	
agreed	 to	 do	 the	 study,	 but	 our	 hope	 was	
quickly	 squashed.	 The	 reality	 presented	 itself	
much	more	complex	and	complicated.	Please	
find	more	info	on	IFPRI	website	here.

Clearly	 the	 2014	 and	 2017	 event	 explained	
most	of	 the	 losses	experienced	on	 the	Ware-
house	 Receipt	 System,	 but	 there	 were	 also	
other	 losses.	 There	 is	 a	 negative	 relationship	
between	the	duration	of	storage	and	the	returns	
that	the	depositor	makes.	For	example,	maize	
and	soya	stored	 less	than	180	days	generally	
made	a	profit.	However,	a	duration	of	less	than	
90	days	was	the	case	for	pigeon	peas.	It	is	also	
important	to	point	out	that	cost	of	finance	was	
a	significant	share	of	total	receipt	cost.	Some	
of	these	receipts	had	a	cost	of	finance	as	high	
as	35%,	it	is	good	to	note	that	today	this	has	
come	below	20%.	There	are	many	nuances	to	
this	study	and	ACE	can	only	recommend	that	
readers	study	it	for	themselves.

What	 does	 stand	 out	 is	 that	 receipt	 finance	
sometimes	 is	 not	 beneficial	 and	 can	 be	 very	
risky	 if	 the	market	experiences	external	 inter-
ventions.	 Unfortunately,	 this	 is	 the	 reality.	 On	
the	other	 hand,	 access	 to	 finance	 is	 also	 the	
tool	the	farmers	need	to	be	able	to	delay	a	sale	
in	a	year	where	 the	prices	are	extremely	 low,	
like	 2017.	 But	 again,	 according	 to	 the	 study,	
even	 extreme	 low	 post	 harvest	 prices,	 does	
not	mean	 the	 receipt	will	make	 a	 profit.	 ACE	
does	believe	in	providing	farmers	with	choices	
and	access	to	finance	is	a	crucial	and	import-
ant	element,	even	 if	 the	choice	 is	hard	 to	get	
right.	The	biggest	take	away,	however,	stands	
out	even	clearer	–	Government	needs	to	stop	
unhealthy	and	detrimental	 interventions	 in	the	
agricultural	 markets	 which	 have	 devastating	
outcomes	for	all	value	chain	actors.
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	 igital	technologies	have	already	
	 demonstrated	huge	potential	for	
	 agricultural	 transformation,	 and	
facilitate	trade	in	Africa.

Examples	of	agricultural	technologies	be-
ing	 implemented	on	 the	continent	 range	
from	land	registration	programmes	using	
distributed	 ledger	 technology	 (DLT),	pre-
cision	 agriculture	 projects	 local	 where	
low-cost	drones	are	used	to	advise	farm-
ers	 on	 production	 decisions	 and	 pest	
and	 disease	 management	 projects	 in-
cluding	 	 CowTribe	 in	 Ghana	 that	 uses	
mobile	phones	 to	deliver	animal	vaccine	
and	management	information	to	last	mile	
farmers.

In addition, digital trading can facilitate 
access to new markets. Ecommerce 
platforms are well underway in Afri-
ca with an estimated 264 operational 
ecommerce start-ups that are connect-
ing producers to consumers and inte-
grating rural communities. 

With	 a	 high	 proportion	 of	micro-,	 small-	
and	 medium-sized	 enterprises	 (MSMEs)	
as	well	 as	 smallholders,	 the	continent	 is	
in	need	of	solutions	that	increase	market	

Technologies have potential for agricultural 
transformation 

D opportunities	for	these	firms	and	farmers.
Experts	 have	 identified	 digital	 trade	 fi-
nance	 as	 having	 great	 potential	 to	 help	
close	the	US$1.4-1.6	 trillion	global	 trade	
finance	gap,	in	which	Africa	accounts	for	
approximately	US$100	billion.	

The digital solutions can also enable in-
creased access to trade finance for MS-
MEs, which are typically most affected 
by this financing gap.

Smart	 contracts	 and	DLT	 can	 provide	 a	
single	platform	for	all	parties	to	exchange	
trade	 information	 digitally,	 auto-execute	
contracts	and	payments	 in	real	time	and	
record	an	 immutable	 transaction	history.	
These	technologies	help	reduce	the	high	
costs	of	 trade	finance	by	 improving	pro-
cess	 efficiency	 and	 risk	mitigation	 tech-
niques,	which	 are	 often	 key	 bottlenecks	
to	MSME	lending.

Africa	was	at	the	forefront	of	digital	trade	
finance	when	a	pilot	transaction	was	exe-
cuted	on	the	Wave	blockchain	platform	by	
Barclays	Africa	to	send	cheese	and	butter	
from	Ireland	to	Seychelles.

Digital	trade	certificates	can	also	facilitate	

trade	 by	 eliminating	 paper	 documenta-
tion,	 reducing	 fraud	 and	 enabling	 faster	
border	 procedures,	 all	 of	 which	 reduce	
costs.

The	 International	 Plant	 Protection	 Con-
vention	 (IPPC)	 ePhyto	 Solutions	 is	 one	
example	 that	 helps	 governments	 and	
companies	 trade	 plants	 and	 plant	 prod-
ucts	by	providing	a	harmonised	and	stan-
dardised	 approach	 for	 the	 exchange	 of	
electronic	phytosanitary	certificates.	Gha-
na	and	Kenya	are	already	using	ePhyto,	
with	 many	 other	 countries	 in	 the	 region	
expected	to	follow	soon.				

Enhanced	 traceability	 in	 agri-food	 value	
chains	 through	 the	 use	 of	 DLT	 can	 also	
help	 improve	 food	 safety.	 Product	 data	
collected	 and	 stored	 on	 a	 shared	 data-
base	like	DLT	provides	an	auditable	pro-
duction	history	that	can	be	used	to	prove	
compliance	 with	 food	 standards	 and	
manage	food	safety	risks.	Better	product	
traceability	also	provides	consumers	with	
detailed	 information	 on	 how	 their	 food	
is	 produced,	 incentivising	more	 sustain-
able	 and	 responsible	 agricultural	 supply	
chains.
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	 frican	Development	Bank	President	Akinwumi	Adesina	
	 said	the	African	Development	Bank	was	spearheading	
	 efforts	 to	 feed	Africa,	 investing	$25	billion	over	a	 ten-
year	period	to	transform	the	continent’s	agriculture	sector.	

“The	size	of	food	and	agriculture	in	Africa	will	rise	to	$1	trillion	by	
2030.	The	population	of	Africa,	now	at	1.2	billion,	will	double	to	
2.5	billion	by	2050.	They	all	must	eat.	And	only	through	food	and	
agribusiness	can	this	be	achieved,”	he	said.

Adesina	said	what	Africa	does	with	food	will	determine	the	future	
of	food,	given	that	65	percent	of	the	arable	land	left	to	feed	the	
world	is	here,.
	
“I am delighted to see so many of our young people engaged 
in agriculture arising from the Youth Employment in Agricul-
ture initiative launched when I was minister to get the youth 
into agriculture as a business.  

“From their innovations in the use of drones, food processing, 
packaging, transport and logistics and marketing, they are al-
ready unlocking the opportunities in agriculture,”	he	said.	

Agriculture the most important business in the 
world 

A	 He	urged	agricultural	universities	to	optimize	their	role	in	linking	
research,	innovations	and	technologies	to	farmers	and	the	food	
and	agriculture	industry.

“Africa’s	youth	must	become	leaders	to	help	feed	our	world,”	he	
advised.

Meanwhile	Adesina	has	commended	the	Nigerian	government’s	
efforts	to	promote	agriculture	and	agribusiness	in	Nigeria.

“Agriculture	is	the	most	important	profession	and	business	in	the	
world,”	Adesina	said.	The	Bank	head	pledged	 to	continue	 the	
work	of	transforming	Nigeria’s	agriculture	sector.		

	 espite	movement	challenges	due	to	COVID-19,	
	 Namibia’s	beef	industry	is	set	to	send	860	tonnes	of	
	 various	beef	cuts,	this	year	to	United	States.

The	development	comes	following	nearly	two	decades	of	nego-
tiations	making	Namibia	 the	first	African	country	 to	export	 red	
meat	to	the	US.

State-owned	meat	firm	Meatco	has	already	sent	a	shipment	of	
25	tonnes	of	beef	to	Philadelphia,	as	part	of	the	860	tonnes,	ex-
pected	to	rise	to	5,000	tonnes	by	2025.

“We’re able to finally export meat to the lucrative and big U.S. 
market,”	Namibia’s	minister	of	international	relations,	Netumbo	
Nandi-Ndaitwah	said.

Meatco concludes US export deal

D	 US	is	the	world’s	biggest	red	meat	consumer,	as	Americans	con-
sume	 on	 average	 120	 kgs	 of	meat	 per	 person,	 according	 the	
U.S.	Department	of	Agriculture	(USDA).

“Namibia will benefit economically from tapping into the larg-
est consumer market with purchasing power of $13 trillion, 
and U.S. consumers will benefit from access to Namibia’s 
high-quality, free-range, grass-fed beef,”	said	US	Ambassador	
to	Namibia,	Lisa	Johnson.

In	2019,	Namibia	exported	about	12,400	metric	tonnes	of	meat	
to	Norway,	Britain,	the	European	Union	and	Chinese	markets.

The	beef	exports	will	also	benefit	from	a	duty-free	regime	under	
the	African	Growth	and	Opportunity	Act	(AGOA).
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														he	Covid-19	pandemic	has	disrupted		almost	all	sectors	of	human		
														life.	For	a	predominantly	agro-based	economy	like	Malawi,	one	of	the	
														poorest	countries	in	the	world,	the	pandemic	has	coincided	with	its	
rain-fed	agricultural	calendar.	This	means	the	intended	seasonal	yield	is	
expected	to	drop.	That	will	on	the	flipside	affect	livelihoods.

All	 the	measures	 imposed	 to	 curb	 the	 spread	 of	 the	 pandemic	 are	 likely	 to	
ignite	a	severe	food	security	crisis	due	to	a	fall	in	agricultural	production	and	
imports.	The	effects	on	 the	whole	agricultural	 value	chain	will	 also	 reflect	 in	
losses	in	other	interlocking	industries	such	as	manufacturing	and	retail.	Being	
a	venture	mainly	undertaken	by	women,	agriculture	stands	to	lose	out	more	in	
agro-based	economies	in	the	sub-Saharan	Africa	countries	such	as	Malawi.

70	percent	of	the	continent’s	agricultural	labor	force	are	women,	meaning	the	
Coronavirus	will	similarly	take	a	huge	toll	on	their	livelihoods.	Most	of	these	are	
small	scale	subsistence	farmers	whose	primary	concern	is	consumption.	For	
many	women	farmers	their	household	income	is	likely	to	be	affected	by	other	
micro	and	macroeconomic	effects	brought	about	by	the	pandemic.

However,	 there	 is	 still	 hope	 for	 Malawian	 farmers	 especially	 those	 with	 or-
ganized	 production	 and	marketing	 services.	 In	 48	 farmer	 organizations	 and	
cooperatives	 in	Mchinji,	Lilongwe	and	Mzimba	supported	by	the	UN	Women	
three-year	project	“Contributing to the Economic Empowerment of Women 
in Malawi Through Climate Smart Agriculture”	some	10,000	women	farmers	
have	been	equally	anxious	about	the	pandemic	though	they	have	some	relief	
along	the	way.	The	project,	which	focuses	on	groundnuts	production,	is	being	
funded	by	Standard	Bank	to	the	tune	of	K340	million.	

This	project	 has	been	 founded	on	United	Nations	Sustainable	Development	
Goals.	It	in	particular	focuses	on	SDG	2	–	Zero	Hunger,	SDG	5	–	Gender	Equal-
ity	and	SDG	13	–	Climate	Action.	One	of	the	cooperatives	being	supported	is	
Gwiritse	Cooperative	in	Nsaru,	Lilongwe.	Being	part	of	the	cooperative	offers	

some	cushion	on	 the	 impact	on	productivity.	To	Gwiritse	Cooperative	mem-
bers,	 the	major	 distraction	 has	 only	 been	on	 failure	 to	 conduct	meetings	 in	
big	groups	as	in	the	past.	Gwiritse	Cooperative	Manager,	Pyton	Ngwira,	says	
despite	the	Covid	scare,	the	women	farmers	will	still	benefit	from	their	yield	as	
the	cooperative	has	already	secured	a	market	for	the	produce.

“We won’t feel too much strain because we have already secured a market 
for our produce as a cooperative. For some weeks now we have been ag-
gregating the harvest of our members. As we speak we have given receipts 
to around 30 farmers who have deposited their produce at the warehouse,”	
says	Ngwira	whose	cooperative	has	242	members	of	which	152	are	women.	He	
points	out	that	the	pandemic	came	to	Malawi	after	they	had	already	undertaken	
all	key	activities	such	as	planting	and	weeding.

Gwiritse	Cooperative	expects	an	accumulative	harvest	of	around	250	metric	
tons	 (250,000	 kgs)	 of	 groundnuts	 for	 the	 2019/2020	 growing	 season.	While	
there	 is	hope	in	regards	to	harvest,	these	farmers	–	despite	observing	social	
distancing	and	hygiene	when	carrying	out	activities	at	the	cooperative	–	might	
be	exposed	to	the	virus	in	other	places	due	to	respective	social	behaviours.	In	
Malawi’s	social	and	cultural	context,	women	are	often	responsible	for	the	care	
of	children,	the	sick	and	elderly.	So	they	could	be	prone	to	Covid-19	exposure	
in	 their	homes	and	other	places.	“We keep reminding our members to ob-
serve all the preventive measures wherever they go and adhere to measures 
put in place by local and national government,”	says	Ngwira.	Such	measures	
are	also	being	coordinated	by	UN	Women	 to	all	 the	cooperatives	under	 the	
project	to	ensure	that	all	the	women	farmers	are	safe	from	the	outbreak.

However,	these	successes	still	exist	within	an	economy	still	grappling	to	feed	
its	population.	According	to	Government	of	Malawi,	through	the	Malawi	Vulner-
ability	Assessment	Committee	(MVAC)	1.8	million	Malawians	are	already	on	the	
brink	of	facing	hunger	this	year.		The	Covid-19	pandemic	is	likely	to	compound	
the	already	existing	problem	of	food	shortage	on	national	scale	and	it	affects	
women	and	their	families	regardless	of	whether	they	are	in	a	cooperative	or	not.		
The	larger	picture	is	that	of	women	in	Malawi	being	more	strained	from	effects	
of	the	pandemic	and	requiring	long	lasting	solutions	to	a	myriad	of	problems	
they	face	both	in	times	of	emergencies	and	normalcy.					

T

COVID-19, impact on 
food systems and 
gender in Malawi

To access more information on financial solutions offered by 
Standard Bank please reach out to the nearest branch and/or 
relationship managers or call 242. 
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	 mart	farm	technology	holds	
	 great	promise	for	farmers	
	 struggling	 to	 grow	 Japan’s	 sta-
ple	grain	while	wrestling	with	 low	prices.	
Among	 the	 benefits:	 lower	 production	
costs,	 higher	 income	 and	 a	workaround	
for	the	country’s	chronic	manpower	short-
age.

The	 new	 technologies,	 including	 drones	
that	 can	 spray	 crops	 with	 fertilizer	 and	
pesticides,	 and	 rice	 transplanting	 ma-
chines	equipped	with	GPS,	also	have	the	
potential	 to	 lower	 supermarket	 prices.	
This	will	help	farm	businesses	by	helping	
to	 shore	 up	 Japan’s	 dwindling	 rice	 con-
sumption	 and	 by	 making	 exports	 more	
competitive.

Tanaka	 Nojo,	 a	 rice	 farming	 corporation	
in	 Japan’s	 western	 Tottori	 Prefecture,	
plans	 to	 introduce	 smart	 farming	 this	
growing	season.	It	has	purchased	chemi-
cal-spraying	drones	and	a	GPS-ready	rice	
transplanter,	which	 injects	seedlings	 into	
paddy	fields.

Including	 fruit	 orchards	 and	 vegetable	
fields,	the	farm	has	120	hectares	of	plant-
ed	area,	100	times	the	national	average	of	
1.2	hectares.	The	company	expanded	its	
operation	 by	 leasing	 adjacent	 farmland,	
but	its	growth	slowed	as	the	farm	became	
too	big	for	the	available	workforce.

With	the	new	technology,	“we will be able 
to reduce working hours by about an 
hour per day and it will help us expand 
further,” said the company’s president, 
Satoshi Tanaka. “We will be able to cut 
production costs by up to 10 perent.”

Fukuhara	Farm,	 in	central	Japan’s	Shiga	
Prefecture,	introduced	an	automated	rice	
transplanter	last	spring,	aiming	to	reduce	
labor	 costs	 and	 increase	 production	 of	
the	 low-priced	 rice	 varieties	 that	 many	
restaurant	operators	prefer.

“It’s	only	a	matter	of	time	before	the	price	
for	 60	 kg	 of	 rice	 falls	 below	 10,000	 yen	
($93),”	 said	 Fukuhara	 Farm	 Chairman	
Shoichi	Fukuhara.	“Our	aim	is	to	maintain	
an	operation	that	can	earn	sufficient	profit	
even	after	prices	drop.”

According	to	Japan’s	agriculture	ministry,	
the	 average	 production	 cost	 nationwide	
for	 rice-growing	 households	 and	 corpo-
rations	 stood	 at	 15,352	 yen	 per	 60-kg	

Japan adopt smart technology to streamline 
rice growing

S

bag	 in	 2018,	 down	 20	 percent	 from	 30	
years	 earlier.	 But	 production	 costs	 have	
stopped	falling	over	the	past	five	years	or	
so.

“Although the [cost] reduction pro-
gressed, thanks to expanded [farm] 
scale, that seems to have reached its 
limit recently as it has become difficult 
to find people due to the labor short-
age,”	 said	 an	 official	 with	 the	ministry’s	
grain	division.

Rice	prices,	meanwhile,	have	been	on	a	
long-term	slide,	 squeezing	 farm	 income.	
And	production	costs	have	been	creeping	
higher	since	 the	2014	season,	with	con-
sumers	 increasingly	 preferring	 premium	
brands	that	are	more	expensive	to	grow.	
“As	brand	awareness	has	grown	 in	pro-
duction	 areas,	 allowing	 [rice]	 to	 be	 sold	
for	 higher	 prices,	 moves	 to	 lower	 costs	
have	lost	steam,”	said	Yasufumi	Miwa,	a	
scholar	at	the	Japan	Research	Institute.

Smart	farming	may	help,	but	so	far	high-
tech	has	had	biggest	impact	in	vegetable	
cultivation;	progress	has	been	slower	with	
rice	 growing.	 “There	 have	 been	 almost	
no	examples	of	 [farmers]	 introducing	the	
[smart	 farming]	 equipment,	 such	 as	 the	
sale	of	machines	and	use	of	related	ser-
vices,	which	have	[only]	begun	in	the	past	
year	 or	 two,”	 according	 to	 an	 official	 at	
the	agriculture	ministry’s	research	promo-
tion	division.

In	fiscal	2019,	 the	ministry	 launched	 the	
first	smart	farming	demonstration	project	
for	rice	cultivation.	By	renting	equipment	
to	 agricultural	 cooperatives	 and	 others	
across	the	country,	the	ministry	will	study	
the	 effectiveness	 of	 the	 new	 techniques	
in	lowering	costs.	It	estimates	that	smart	
farming	could	cut	the	man-hours	required	
for	 rice	 cultivation	 in	 half	while	boosting	
yields	by	10	percent	to	20	percent.

The	price	of	the	sophisticated	equipment,	
which	 is	 between	 10	 percent	 and	 50	
percent	 higher	 than	 that	 of	 conventional	
farm	implements,	is	a	hurdle.	But	as	more	
farmers	 introduce	 high-tech	 machinery,	
the	 techniques	 may	 take	 hold.	 Japan’s	
rice	growers	need	to	make	their	product	
more	price-competitive.	Domestic	prices	
are	still	far	higher	than	those	on	the	world	
market.	 They	 face	 a	 further	 challenge:	
The	food	service	industry	is	buying	more	
cheap	 imported	 rice	 and	 turning	 away	
from	 pricier	 domestic	 products.	 And	 al-
though	 exports	 hit	 an	 record	 annual	 re-
cord	in	2019,	sales	“are limited to a few 
affluent people,”	said	an	official	at	a	ma-
jor	rice	wholesaler.

Lowering	 retail	 prices	 is	 crucial	 if	 Japan	
is	to	halt	the	decline	in	rice	consumption	
and	 spur	 export	 demand.	 Rice-growing	
areas	 have	 trimmed	 the	 amount	 of	 land	
under	cultivation	as	consumption	has	fall-
en.	 The	 government	 tried	 for	 nearly	 half	
a	century	to	shore	up	prices	by	nudging	
farmers	to	take	land	out	of	production.
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