
VOLUME 5 / ISSUE 3        MK1 800 / US $ 5.30 July - September 2020 AGRI-MALAWI MAGAZINE

Smallholder farmers’ 
challenges addressed  10

Farmvest launches growspaces
16

AIP to drive food security 
efforts  6

Smallholder agric-food 
systems gets boost





                                                                                                                                                                          3 Agri-Malawi Magazine   |   www.agri-malawi.com

July - September 2020

No need to re-invent the wheel
Let’s adapt to changing agriculture landscape  Contents 

Editorial Note

Move small farmers from archaic farming methods    : ................4

Cover Story

Smallholder agric-food systems gets boost   : ................5

News

AIP to drive food security efforts    : ................6
Better dietary options for healthier children   : ................8
Hemp to replace tobacco production    : ................8
EUS outbreak reported in Mchinji    : ................10
Smallholder farmers’ challenges addressed   : ................10

Insight

Malawi sets stellar example with push for food security  : ................12-13

Business,Companies & Markets

Farmvest launches growspaces    : ................16
Meyn helps aspiring poultry processors in Africa   : ................17
  
Regional News

Vertical farming, new normal disrupting food supply chain  : ................20
COVID-19 impact on agriculture: assessment of recovery efforts : ................21-22

Technology News

Farmers adopt agriculture technologies to improve yield, efficiency : ................23

 

ADVERTISERS INDEX

Publisher
Evans Mumba

General Manager
Arnold Chinyemba

Acting Editor
Andrew Maramwidze

Associate Editor
Ian Barnes

Editorial Contributor(s)
Esnala Banda

Potipher Tembo
Obert Simwanza
Jeffrey Sinkamba

Sam Phiri
Chilopa Kasoma

RECAPO    IFC 

POLYOAK       5

FES    7 & 9

SEEDCO     11

HAZERA    14-15

MAIIC    18

STANDARD BANK   26

MULAWE   27   

COMBINED CARGO  OBC

Subscription & Administration
susbscriptions@agri-malawi.com

Hazel Mukwamba

Graphics and Productions
Merlin Wilson (Pty) Ltd

Advertisement Sales
Thomas Phiri

Denise Mudawarima
Joseph Nyirenda

Doris Likonde
Don Chulu

Nkosilathi Mudiyi
Musa Chigiji

Michael Mondoloka
Joshua Chibwe

BLANTYRE

 Contact Us:

 4th Floor, City Boutique,
Haile Selassie Avenue,

Blantyre, Malawi

Postal Address: 
PO Box E317,

Blantyre, Malawi
 

 Tel: +265 88 255 5643
Email: info@agri-malawi.com

   



 4                                                                                                                                                                                                             Agri-Malawi Magazine   |   www.agri-malawi.com

July - September 2020
Editorial Note

Move small farmers from archaic farming 
methods 

Editor: Andrew Maramwidze

	 mallholder	farmers	are	an	
	 important	piece	in	the	country’s	
	 agriculture	 puzzle	 and	 attain-
ment	of	food	security.

With	 the	 globe	 facing	 looming	 food	 se-
curity	issues,	the	smallholder	farmers	are	
and	 have	 always	 been	 stakeholders	 not	
be	left	behind.

Yes,	we	cannot	talk	food	security	without	
inputs	from	the	small	scale	farmers.	They	

S

need	to	be	incorporated	in	every	step,	as	
the	 country	 takes	 baby	 steps	 initiatives	
towards	being	self	sufficient.

For	 subsistence	 farmer	 to	 feed	 his/her	
household	 and	 supply	 extra	 to	 neigh-
bours	is	a	starting	point,	towards	being	a	
self	sufficient	a	nation.

More	 smallholder	 farmers	 should	 	 be	
tagged	 along	 in	 improving	 the	 country’s	
agric-food	systems.

News	of	a	five-year	Development	of	Smart	
Innovation	 through	 Research	 in	 Agricul-
ture	 (DeSIRA)	 project	 expected	 to	 scale	
up	operations	of	smallholder	farmers.

It	 is	 indeed	high	 time	 that	we	move	our	
small	scale	farmers	from	archaic	methods	
of	 farming	 to	 the	modern	ways	of	doing	
things,	which	 is	 likely	 to	give	them	more	
yields	with	less	labour	input.	

Remember	most	of	the	smallholder	farm-
ers	come	from	the	vulnerable	members	of	
our	communities	and	can	only	change	the	
narrative	on	their	productivity	and	harvest	
through	 some	 cash	 injection	 and	 skills	
transfer.	

So	 the	 gesture	 by	 the	 European	 Union	

(EU)	to	finance	DeSIRA	project	to	the	tune	
of	 €6.3	 million	 towards	 addressing	 the	
challenges	 in	 the	 local	 smallholder	 ag-
ric-food	systems	is	welcome.

We	hope	the	project	will	achieve	its	goals,	
though	utilising	climate-smart,	integrated	
technological	 options,	 adapted	 to	 local	
conditions	 and	 the	 farmers’	 realities	 to	
spur	farmers’	fortunes.

However,	 the	 new	 system	 should	 not	
completely	 erode	 some	 of	 the	 cultural	
methods,	which	could	have	been	used	to	
preserve	our	crop	varieties	and	seeds.

Though	 we	 welcome	 hybrid	 plants	 and	
seeds,	some	of	them	take	away	the	origi-
nal	taste	of	certain	produce;	we	hope	au-
thorities	will	engage	of	smallholder	farm-
ers	in	balancing	climate-smart,	integrated	
technological	options	and	traditional	val-
ues.

It’s	a	tricky	situation	but	a	solution	needs	
to	 be	 found	 and	 help	 reach	 the	 desired	
yields	and	productivity.

Remember to share comments, letters 
and opinions with us.

Enjoy the read!
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	 s	governments	heightens	food	
	 security	efforts,	the	local	farming	
	 community	is	expected	to	bene-
fit	from	a	five-year	Development	of	Smart	
Innovation	 through	 Research	 in	 Agricul-
ture	(DeSIRA)	project

The	project	 seeks	 to	 improve	productiv-
ity,	profitability	and	sustainability	of	agri-
culture	and	food	systems	in	a	number	of	
countries	across	the	globe.

Financed	by	the	European	Union	(EU)	to	
the	tune	of	€6.3	million,	the	initiative	also	
seeks	to	address	the	challenges	in	the	lo-
cal	smallholder	agric-food	systems.

The	 project	 intends	 to	 utilise	 cli-
mate-smart,	 integrated	 technological	
options,	adapted	to	 local	conditions	and	
the	farmers’	realities	to	spur	farmers’	for-
tunes.	Despite	agriculture	being	one	of	the	
leading	economic	mainstay	for	the	coun-
try,	 the	Director	of	Agricultural	Research	
Services	 (DARS),	 Dr.	 Wilkson	 Makumba	
has	bemoaned	that	 the	sector	still	 faces	

Smallholder agric-food systems gets boost

A	

Cover Story

several	 production	 challenges,	 resulting	
from	adverse	climatic	conditions	such	as	
recurrent	 droughts	 and	 floods,	 declining	
soil	 fertility,	desertification,	and	outbreak	
of	pests	and	diseases.

“The sector accounts for 30 percent of 
Gross Domestic Product (GDP), gen-
erates more than 80 percent of the na-
tional export earnings and more than 80 
percent of our population depends on 
agriculture for food, income and em-
ployment,”	said	Makumba.

It	 is	 against	 this	 background	 that	 DeSI-
RA	project	was	designed	to	 improve	the	
climate	change	adaptation	of	agricultural	
and	 food	systems	 in	Malawi	 through	 re-
search	and	uptake	of	 integrated	techno-
logical	innovations.

According	 to	Makumba,	 the	 project	 ob-
jectives	are	directly	aligned	with	the	gov-
ernment’s	 research	 priorities	 to	 address	
climate	 change	 and	 build	 sustainable	
resilience	as	set-out	in	Malawi’s	National	

Agricultural	 Policy	 (NAP,	 2016)	 and	 Na-
tional	Agricultural	Investment	Plan	(NAIP).

DeSIRA	project	 is	also	expected	to	con-
tribute	to	understanding	of	the	opportuni-
ties	and	constraints	for	uptake	of	integrat-
ed	technology	options	by	farmers	through	
socio-economic	 analysis	 of	 barriers	 to	
adoption	as	well	as	the	available	opportu-
nities	and	conditions	required	to	increase	
technology	uptake.
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	 griculture	authorities	forecast	a	
	 bounty	6.8	million	metric	tons	of	
	 maize	 for	 the	 2020/21	 growing	
season.

The	 anticipated	 harvest	 is	 on	 the	 back-
drop	of	the	ministry	of	agriculture’s	Afford-
able	Inputs	Programme	(AIP)	programme	
targeting	4.2	million	smallholder	farmers.

Lobin	 Lowe,	 Minister	 of	 Agriculture	 told	
media	 that	 the	AIP	 is	 targeting	all	small-
holder	 farmers	 with	 the	 aim	 of	 enabling	
the	 country	 to	 attain	 food	 security	 at	
household	and	national	levels	and	reduce	
poverty.

“The programme will increase access to 
quality and improved farm inputs such 
as fertilizers and maize seed,”	said	Lowe.

According	 to	 Lowe,	 smallholder	 farming	
households	 in	 the	country	are	estimated	
at	4,279,100	and	each	smallholder	farmer	
will	be	entitled	to	access	one	50kg	bag	of	
Urea,	one	50kg	bag	of	23:10:5+6S+1.0Zn	

AIP to drive food security efforts

A	 (NPK)	 and	 either	 one	 pack	 of	 5kg	 hy-
brid	maize	seed	or	one	pack	of	7kg	OPV	
maize	seed.

“Farmers	will	be	buying	one	50kg	bag	of	
either	 urea	 or	 NPK	 at	MK4,	 495.00	 and	
buy	 maize	 seed	 pack	 at	 MK2,	 000.00,”	
said	Lowe.

The	fertilizer	being	offered	to	famers	in	the	
programme	 is	enough	 for	an	acre	or	0.4	
hectares.

Meanwhile	 at	 national	 level,	 the	Ministry	
expects	 that	 1.7	million	 hectares	will	 be	
planted	to	improved	maize	seed	and	both	
basal	and	top	dressing	fertilizers	applied.

“About 6.8 million metric tons of maize 
will be realized. If we subtract the 3.2 
million metric tonnes, which is nation-
al food requirement, 10.7 percent of 
the production to postharvest losses, 
220,000 metric tonnes for industrial use 
and 217,000 metric tonnes for Strate-
gic Grain Reserve replenishment, then 

the country will produce excess maize 
of about 2.48 million metric tonnes of 
maize. This excess ladies and gentlemen 
will be available for export,”	said	Lowe.

He	said	farmers	will	be	accessing	cheap	
inputs	 from	 both	 public	 institutions	 and	
private	 companies	 which	 will	 be	 given	
contracts	to	retail	the	farm	inputs	to	farm-
ers.

The	AIP	has	replaced	the	Farm	Input	Sub-
sidy	 Programme	 (FISP)	 which	 that	 was	
selecting	about	900,000	 farmers	 to	ben-
efit	from	farm	inputs.

Lowe	said	the	FISP	was	marred	with	a	lot	
of	 challenges	 such	 as	 suppliers	 buying	
coupons	 from	 desperate	 farmers;	 con-
tracts	being	given	to	suppliers	who	could	
not	perform	to	people’s	satisfaction;	and	
very	 few	 farmers	being	 targeted	 in	a	vil-
lage,	which	led	to	farmers	sharing	the	in-
puts.
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	 ver	16,000	people,	including	
	 young	children,	have	benefited	
	 from	‘Care	Groups’	in	the	coun-
try’s	villages,	that	train	people	to	prepare	
nutritious	meals	using	local	produce.

A	2018	integrated	survey	by	the	National	
Statistical	 Office	 of	Malawi	 listed	Dedza	
district	among	those	with	the	highest	mal-
nutrition	rates	in	Malawi.	Ironically,	Dedza	
is	 one	 of	 the	major	 production	 hubs	 for	
legumes	such	as	beans	and	groundnut	in	
Malawi.	

The	 district	 is	 also	 popular	 for	 cereals	
such	as	maize,	as	well	as	root	and	tuber	
crops	such	as	 Irish	potato.	 It	was	noted	
that	many	farmers	in	the	district	produce	
most	 of	 their	 crops	 for	 sale,	 using	 only	
maize	and	vegetables	for	their	own	con-
sumption.

It	is	against	this	background	that	the	Ma-
lawi	 Seed	 Industry	Development	 Project	
(MSIDP)	consortium	started	working	with	
smallholder	 farmer	 groups	 in	 Dedza,	 to	
not	only	help	them	secure	their	harvests,	
but	also	to	introduce	them	to	new	feeding	

Better dietary options for healthier children

O	 systems	that	would	enhance	utilization	of	
such	crops.	

In	 partnership	 with	 government’s	 Nutri-
tion	 Coordinating	 Committees,	 the	 proj-
ect	 adopted	 the	 government-approved	
approach	 of	 the	 ‘Care	 Group’	 model	 to	
train	 communities	 on	 different	 diets	 that	
incorporate	 crops	 like	 groundnut	 and	
beans	 in	 their	 recipes.	 In	 2019	 alone,	
16,974	 households	 were	 reached	 with	
nutrition	training.	

This	effort	has	now	grown	beyond	Dedza	
district	to	other	parts	of	the	country.

Juliana	 Maliro,	 57,	 from	 Mpenda	 village	
in	Dowa	district	shares	an	interesting	sto-
ry	about	her	grandson,	Robert,	who	had	
been	in	and	out	of	hospitals	for	the	most	
part	 of	 his	 young	 life.	 His	 parents	 were	
told	that	the	boy	was	constantly	sick	be-
cause	he	was	malnourished.	They	did	not	
know	what	 to	do,	as	 they	 thought	nutri-
tious	food	was	too	expensive.

The	 worried	 grandmother	 took	 Robert	
into	her	care	and	fed	him	a	diet	based	on	

a	 recipe	she	had	 learnt	 from	a	women’s	
care	group	in	her	village.

“After noticing how dire the situation 
was, I started feeding my grandson with 
this new porridge made from maize, 
beans and groundnut flour, and within a 
month, I saw a big change.”	she	beams.

The	 International	Center	 for	Tropical	Ag-
riculture	(CIAT),	through	the	MSIDP	trains	
care	groups	on	how	to	prepare	nutritious	
recipes	 using	 locally	 available	materials.	
In	Dowa,	CIAT	collaborates	with	the	Rhe-
ma	Institute	for	Development,	a	nongov-
ernmental	 organization	 that	 serves	poor,	
vulnerable	and	marginalized	communities	
around	Lumbadzi	in	the	district.

Through	 Rhema	 Institute,	 CIAT	 has	
trained	 18	 care	 group	 leaders,	 including	
Juliana,	whose	group	is	called	Thandizo,	
on	 different	 food	 recipes	 that	 are	 based	
on	 locally	 available	 commodities.	 Some	
members	of	Thandizo	have	started	small-
scale	businesses	selling	doughnuts	made	
with	recipes	that	CIAT	introduced.	

	 griculture	investor,	Ibraham	Aziz	
	 has	unveiled	a	fifteen	million	US	
	 dollars	 package	 for	 production	
of	industrial	grade	hemp	in	the	country	in	
partnership	with	Lester	International	from	
the	United	Kingdom.

Aziz	wants	 the	 country	 to	 look	 for	 alter-
natives	 to	 survive,	 as	 the	 major	 foreign	
exchange	 earner	 tobacco	 is	 under	 at-
tack	from	raging	anti-smoking	campaign	
around	 the	 world,	 championed	 by	 the	
United	Nations	(UN).

He	said	 industrial	hemp	industry	has	the	
potential	to	turn	around	the	economic	for-
tunes	of	the	country	within	the	next	fore-
seeable	future,	if	substantial	investment	is	
made	 to	 cultivate	 the	 crop	 and	produce	
for	the	export	market.

“This is the reason why we have brought 
in Lester International into the country 
because they are experienced investors 
in agriculture and particularly the indus-
trial hemp sub-sector with an impeach-
able track record spanning many coun-
tries in the world.”

Hemp to replace tobacco production 

A	
“We	know	that	with	them	on	board	as	our	
partners	we	are	set	 to	benefit	 immense-
ly	from	their	experience	in	areas	such	as	
innovation	 in	 green	 house	 technology,	
which	we	hope	will	cascade	down	to	add	
value	 to	our	processes	and	also	help	us	
establish	 and	 grow	 the	 industry	 here	 in	
Malawi,”	said	Azizi,	adding	that	Lester	In-
ternational	is	set	to	pump	in	$15,	000,000	
as	 an	 initial	 capital	 with	 plans	 to	 invest	
more	within	the	short	to	medium	term.
Azizi	 said	 his	 organisation	 will	 use	 the	
smallholder	 farming	 business	 model	 to	
produce	 the	 industrial	 hemp	 in	 order	 to	
help	empower	local	farmers	through	val-
ue	addition	within	localised	value	chains.

“We will train the farmers; provide them 
with loans for farm inputs and buy the 
hemp from them at good prices so that 
they enjoy uplifted lives through the eco-
nomic ripple effects coming as a result 

of them playing an integral part in the 
growing and production of the hemp.”

In	 February	 this	 year,	 parliament	 of	Ma-
lawi	 approved	 the	 Cannabis	 Regulation	
Bill,	 which	 legalized	 the	 cultivation,	 pro-
cessing	and	marketing	of	industrial	hemp	
in	a	 landmark	decision	which	set	 the	al-
lowable	THC	(the	chemical	that	gives	you	
the	high),	level	at	a	full	1.0	percent,	there-
by	allowing	the	country	to	join	a	growing	
number	of	countries	around	the	world	that	
have	licenced	the	cultivation	of	industrial	
hemp	on	a	commercial	scale.

The	passing	of	 the	Cannabis	Regulation	
Bill	 led	 to	 the	establishment	of	 the	Can-
nabis	 Regulatory	 Authority	 (CRA)	 which	
will	be	responsible	for	licensing	and	regu-
lating	medicinal	and	industrial	hemp	pro-
grammes	in	the	country.
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	 uthorities	at	the	ministry	of	agriculture	have	announced	
	 a	suspected	outbreak	of	Epizootic	Ulcerative	
	 Syndrome	(EUS)	in	Mchinji	District.
	
The	latest	report	from	United	Nation’s	FAO	shows	that	prelimi-
nary	 investigations	conducted	so	 far,	 indicate	 that	 the	disease	
has	affected	almost	the	entire	district	of	Mchinji	and	an	infinite	
number	of	fish	is	at	high	risk.
	
Secretary	 for	 the	 Ministry	 of	 Agriculture,	 Irrigation	 and	 Water	
Development,	Gray	Nyandule	Phiri	said	the	disease	has	so	far	
spread	to	other	water	bodies	within	Mchinji.

Phiri	added	that	Epizootic	Ulcerative	Syndrome	(EUS)	is	a	highly	
contagious	 fungal	 disease	 that	mostly	 affects	 fresh	water	 fish	
and	has	very	devastating	socio-economic	consequences	which	
include	disruption	of	natural	aquatic	species	diversity	as	a	result	
of	massive	fish	mortalities	and	reduced	livelihood	of	subsistence	
and	commercial	fishermen.

He	said	authorities	are	currently	working	tirelessly	to	contain	the	
disease	and	will	continue	updating	the	general	public	on	the	sit-
uation	from	time	to	time.

Meanwhile	the	southern	region	continues	to	register	the	highest	
proportion	of	households	relying	on	the	market	(purchase)	as	the	
main	source	of	food,	currently	estimated	at	54	percent,	having	

	 rivate	public	partnership	(PPP)	between	World	Food	
	 Programme	(WFP),	government	and	the	country’s	
	 development	partners	is	working	to	strengthen	the	live-
lihoods	and	formal	market	opportunities	of	smallholder	farmers.

The	 initiative	 dubbed	 Smallholder	 Agriculture	 Market	 Support	
(SAMS)	is	to	address	the	constraints	faced	by	smallholder	farm-
ers	such	as	postharvest	losses,	financial	management	and	mar-
ket	access.

In	 addition,	 provide	market	 information	 to	 farmers,	 facilitating	
training	on	cooperative	governance	and	agribusiness,	and	cre-
ating	market	access.

According	 to	WFP	some	of	 the	SAMS	activities	 follow	 impact	
pathways	such	as	creating	stable	demand	(buyers),	 from	WFP	
and	other	quality-oriented	buyers,	other	institutional	buyers	and	

EUS outbreak reported in Mchinji

Smallholder farmers’ challenges addressed

A	

P	

increased	 from	27	percent	 in	 the	 first	week	 of	May,”	 said	 the	
report.	According	 to	FAO	approximately	 21	percent	of	 house-
holds	in	the	southern	region	have	been	classified	in	Phase	3	of	
reduced	coping	strategy	index,	which	is	a	five	percent	increase	
from	16	percent	in	the	first	week	of	May	2020.
	
The	 UN	 organisation	 further	 said	 one	 in	 five	 households	 is	
adopting	negative	coping	mechanism	for	sustainability.	And	the	
most	 affected	 districts	 include	 Phalombe,	Chikwawa,	Mulanje	
and	Mangochi.	Likewise,	the	same	situation	has	been	registered	
in	Nkhotakota	district	located	in	the	central	region.
	
In	addition,	the	proportion	of	households	classified	as	Phase	3	
based	on	reduced	coping	strategy	index	in	the	northern	region	
has	dropped	from	14	percent	to	the	current	estimate	of	7	per-
cent,	while	in	the	central	region,	this	has	dropped	from	15	per-
cent	to	10	percent.
	
Meanwhile	the	average	price	of	maize	in	the	week	ending	19	July	
was	estimated	at	MK	170.01	per	kilogram.
	
“Comparing with the first week of May, an eight percent in-
crease was observed in the average price of maize from MK 
161.20/kg to MK 170.01/ kg. Districts in the southern region 
continue to record higher prices while districts in the central 
region continue to record lower prices.”

private	companies,	encouraging	smallholder	farmers	to	invest	in	
agriculture.	Another	element	will	be	 inclusive	aggregation	sys-
tems	such	as	farmer	organizations	(FOs)	and	cooperatives	that	
empowers	farmers	to	work	together	to	build	collective	business-
es,	increasing	their	bargaining	power	and	access	quality-orient-
ed	markets.

The	 project	will	 also	 provide	 household-level	 support,	 helping	
farmers	produce	more	high-quality	crops,	 reduce	post-harvest	
losses,	improve	gender	equality,	and	strengthens	household	nu-
trition.

The	creation	of	a	conducive	and	enabling	environment	through	
investments	 in	 strengthening	 market	 systems	 for	 smallholder	
farmers	and	the	government’s	food	based	programmes	is	anoth-
er	aspect,	the	SAMS	initiative	will	zoom	into	potentially	creating	
a	vibrant	and	inclusive	agricultural	trade	in	rural	areas.
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	 upporting	small	farmers	in	
	 Africa	would	boost	nutrition,	
	 stimulate	 rural	 economies	 and	
tackle	trade	deficits.

Is	Malawi	showing	Africa	the	way	to	agri-
cultural	reform?	Though	tiny,	it	is	the	only	
African	country	delivering	on	the	commit-
ment	all	African	countries	made	 in	2014	
—	 to	 spend	 at	 least	 10	 percent	 of	 their	
national	budgets	on	agriculture.

So	the	neglected	African	farmer	uses	far	
less	 fertiliser	 and	 irrigation	—	 just	 more	
than	three	percent	of	cultivated	 land	un-
der	irrigation	vs	the	global	average	of	21	
percent	—	than	farmers	elsewhere	in	the	
world.	 And	 they	 face	 deeper	 infrastruc-
ture	obstacles,	such	as	poor	road	and	rail	
access	 to	markets,	and	also	 low	access	
to	financing,	says	Jakkie	Cilliers,	founder	
and	now	chair	of	the	Institute	for	Security	
Studies	(ISS)	in	Pretoria,	in	his	new	book	
Africa	First!:	Igniting	a	Growth	Revolution.

The	result	of	the	neglect	of	agriculture	has	
been	lower	crop	yields,	 large	agricultural	
trade	 deficits,	malnutrition	 and	 low	 rural	
incomes.	

Though	agricultural	yields	in	Africa	are	im-

Malawi sets stellar example with push 
for food security By PETER FABRICIUS

S	 proving,	the	gap	with	the	rest	of	the	world	
is	widening.	Average	 tonnes	per	hectare	
are	 now	 about	 3.7,	 vs	 about	 seven	 in	
South	Asia	and	12	in	South	America.

And	Cilliers	notes	that	Africa	had	a	large	
average	agricultural	trade	deficit	(the	val-
ue	 of	 imports	 minus	 that	 of	 exports)	 of	
about	$100bn	in	2018,	which	was	expect-
ed	 to	 rise	 to	more	 than	 $330bn-plus	 by	
2030.	

This	 growing	 deficit	 is	 aggravated	 by	
post-harvest	wastage	of	 food	crops,	 the	
highest	 in	 the	world.	And	the	overall	ag-
ricultural	trade	deficits	aggravate	food	in-
security	and	malnutrition.

For	 instance,	 when	 Kenya	 shifted	 from	
being	 a	 net	 exporter	 of	 about	 1%	of	 its	
food	demand	between	1970	and	1990,	to	
being	a	net	importer	of	about	5%	of	food	
demand	between	1997	and	2013,	the	av-
erage	 Kenyan’s	 calorie	 intake	 dropped	
from	 about	 2,300	 a	 day	 —	 the	 recom-
mended	amount	—	to	only	2,000	a	day.

This	 calorie-deficient	 diet	 is	 a	 driver	 of	
undernutrition	 and	 stunting,	 which	 can	
contribute	to	a	variety	of	health	problems	
that	force	children	to	fall	behind	or	with-

draw	 from	 school,	 Cilliers	 says.	 And	 so	
he	proposes	a	different	approach	 to	ag-
riculture:	for	African	countries	to	return	to	
basics;	to	support	their	smallholder,	sub-
sistence	farmers	so	they	can	grow	staple	
indigenous	 food	crops	such	as	cassava,	
cowpea	 and	 yam	 mainly	 for	 domestic	
consumption,	 using	 traditional	 farming	
methods,	 rather	 than	 cash	 crops,	 with	
“sophisticated”	methods.

“In order to capitalise on the benefits of 
having an educated and healthy popu-
lation there needs to be an unwavering 
emphasis on self-sufficiency, as well as 
on productivity improvements,” Cilliers 
says in the chapter titled “Wanted: A 
Revolution in Agriculture”. 

That,	he	argues,	will	solve	the	continent’s	
fundamental	 problem	 of	 food	 insecuri-
ty	 and	poor	nutrition,	 sending	better-fed	
children	to	school	to	 learn	more	and	ac-
quire	 the	 necessary	 skills	 to	 drive	 eco-
nomic	growth.

The	rise	in	farmers’	incomes	will	stimulate	
rural	economies	and	create	upstream	and	
downstream	businesses	centred	on	farm-
ing.	 And	 so	 he	 models	 an	 “agricultural 
revolution” scenario	 in	 which	 African	
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governments	 would	 intervene	 by	 boost-
ing	average	crop	yields	 from	 the	current	
3.7	 tonnes/ha	 to	 5.5	 tonnes/ha	 in	 2030	
and	6.2	tonnes/ha	in	2040;	increasing	the	
area	 of	 land	 under	 cultivation	 by	 crops	
and	the	 land	under	 irrigation	each	by	10	
percent	between	2020	and	2030;	and	cut-
ting	post-harvest	losses	by	15	percent.

The	 impact	 would	 be	 “impressive”, Cil-
liers	says,	including	an	additional	440-mil-
lion	tonnes	of	all	foods	by	2040	compared	
to	the	current	path	forecast.	Average	cal-
ories	 per	 person	 a	 day	 would	 rise	 from	
2,600	in	2018	to	more	than	3,000	in	2040,	
meaning	 3.5-million	 fewer	 malnourished	
children.	

Economically,	 the	 scenario	 would	 boost	
GDP	per	capita	by	an	extra	$260	and	re-
duce	the	number	of	extremely	poor	Afri-
cans	by	128-million.	

Michael	 Aliber,	 head	 of	 agricultural	 eco-
nomics	 at	 the	 University	 of	 Fort	 Hare,	
generally	 agrees	 with	 Cilliers’s	 analysis,	
including	 the	 way	 he	 grounds	 the	 cur-
rent	 state	of	 agriculture	 in	 historical	 and	
geophysical	 realities	 —	 which	 includes	
Cilliers’s	assessment	of	Africa’s	generally	
poor	soil	and	its	experience	of	both	Arab	

and	European	slavery	as	major	inhibitors	
of	agricultural	development.

It	clearly	is	a	good	thing	for	African	gov-
ernments	to	boost	agricultural	production,	
but	 is	 it	necessary	to	aspire	to	self-suffi-
ciency,	as	Cilliers	proposes?	

As	he	is	fully	aware,	a	classic	trade	theo-
rist	would	disagree,	noting	 the	notion	of	
“comparative advantage”, saying	coun-
tries	 should	 produce	 whatever	 they	 can	
produce	most	 efficiently,	 and	 import	 the	
rest.

Few	countries	 globally	 are	 self-sufficient	
in	food.	Most	would	prefer	to	devote	their	
time,	energy	and	intelligence	to	producing	
and	exporting,	 say	 computer	 chips,	 and	
use	the	large	revenues	from	those	to	im-
port	food.

As	Cilliers	shows,	Africa’s	basic	problem	
of	a	 large	and	growing	agricultural	 trade	
deficit	 is	 not	necessarily	 addressed	only	
by	focusing	on	staples.	

The	deficit	is	largely	the	result	of	the	wide-
ly	 lamented	phenomenon	 that	Africa	ex-
ports	mainly	raw,	unprocessed	agricultur-
al	products	(and	other	commodities)	and	

so	earns	relatively	little	in	foreign	currency	
for	them.

In	the	case	of	Kenya,	growing	more	of	its	
own	food	would	reduce	food	imports	and	
therefore,	all	else	being	equal,	reduce	the	
trade	deficit	and	also	increase	calorie	in-
take.	 But	 the	 deficit	 could	 and	 arguably	
should	be	addressed	also	by	adding	val-
ue	 to	 cash	 crop	 exports	 such	 as	 cocoa	
and	 cashew	 nuts,	 as	 Cilliers	 also	 sug-
gests,	 noting	 how	Africa	 produces	 45%	
of	 the	 world’s	 cashew	 nuts	 yet	 exports	
90%	of	that	crop	for	processing	abroad,	
and	produces	70%	of	 the	world’s	cocoa	
beans	but	is	responsible	for	less	than	1%	
of	chocolate	exports.

Theoretically,	 if	 Africa	 could	 correct	 that	
imbalance	—	as	countries	such	as	 Ivory	
Coast	and	Ghana	are	starting	to	do,	Cil-
liers	 says,	 by	 processing	 more	 of	 their	
own	cocoa	—	it	would	close	the	agricul-
tural	 trade	deficit	 and	 earn	more	money	
that	could	be	used	 for	 imports.	But	per-
haps,	 the	 global	 market	 is	 simply	 not	
working	for	this	continent	and	so	it	has,	at	
the	very	least,	to	avoid	hunger	and	starva-
tion	by	growing	its	own	food.

*Fabricius is a consultant to the ISS.
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	 outh	African	and	Zimbabwe-
	 based	Agricultural	Investment	
	 Firm	has	 announced	 today	 that	
they	 will	 be	 expanding	 into	 Zambia	 by	
launching	Growspaces	its	Urban	Farming	
initiative	that	aims	to	set	up	and	run	pro-
fessional	urban	farms	in	Zambia.

In	light	of	recent	global	events	caused	by	
the	 coronavirus	 that	 has	 caused	 major	
disruptions	 in	 the	 local	and	Global	Food	
Supply	 chains,	 Farmvest	 has	 taken	 up	
the	 initiative	 to	 help	 meet	 the	 growing	
demands	of	 fresh	produce	by	 the	urban	
population	and	the	goal	is	to	have	profes-
sionally	run	urban	farms	close	to	all	major	
cities	in	the	next	few	years,	this	will	help	
also	 reduce	demand	on	 rural	 farmers	 to	
focus	on	more	lucrative	cash	crops
	
According	 to	 the	 WHO	 because	 of	 the	
fast-growing	 urban	 Populations	 a	 lot	
of	 people	 living	 in	 cities	 are	 not	 able	 to	

Farmvest launches growspaces

S access	Fresh,	Healthy,	and	Organic	pro-
duce.	There	is	a	growing	number	of	cases	
of	diseases	related	to	bad	diet	and	eating	
foods	with	too	many	chemicals	and	Pes-
ticides.
	
“We aim to only grow organic food using 
Biofertilizers and natural nutrients at our 
urban farms, the big focus is on healthy, 
affordable, and natural produce. We 
will be contracting growing Produce 
on behalf of individuals, retailers, and 
restaurants and we will also have secure 
allotment spaces available for people to 
come and grow their own food.” 

“In	 light	of	 recent	global	events,	 there	 is	
now	a	greater	emphasis	for	people	to	liv-
ing	and	maintaining	a	healthy	 lifestyle.	A	
lot	of	diseases	are	caused	by	poor	diets.
We	want	 to	bring	affordable	and	healthy	
food	to	the	masses	and	by	launching	the	
urban	 farms	 we	 believe	 that	 that’s	 the	

first	Step”	–	Michael	Matope	Founder	of	
Farmvest.
	
Farmvest	 is	 planning	 on	 launching	 the	
first	Growspaces	Urban	 Farm	 in	 Lusaka	
on	the	1st	June	2020	and	has	already	se-
cured	the	land	some	20km	from	the	CBD.	

Inline	 with	 Farmvest	 model	 they	 have	
opened	 up	 the	 possibility	 for	 people	 to	
become	 investment	 partners	 and	 have	
already	 received	 significant	 amounts	 of	
interest	 from	 people	 who	 are	 looking	 to	
invest
	
Farmvest	is	finalizing	the	process	of	reg-
istration	with	relevant	authorities	in	Zam-
bia,	they	are	also	in	talks	to	secure	further	
sites	in	Major	cities	throughout	the	coun-
try	and	hope	to	help	shape	the	future	of	
urban	farming	in	Zambia
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	 he	global	COVID-19	pandemic	
	 has	had	a	tremendous	impact	
	 on	human	health	and	the	econ-
omy	worldwide.	Poultry	processing	spe-
cialist	 Meyn	 is	 eager	 to	 help	 recover	
human	 health	 and	 global	 economy	 by	
supporting	 aspiring	 poultry	 processors	
and	 farmers	 in	 Africa	 to	 professionalize	
their	 business	 to	 achieve	 higher	 levels	
of	 hygiene,	 efficiency	 and	 increase	 their	
profit.
		
“Whether	 it	 concerns	 farmers	 willing	 to	
take	 the	 first	 steps	 into	 processing,	 ex-
pansion	of	 existing	processing	plants	 or	
exploring	 the	opportunities	of	 increasing	
yield,	 we	 are	 more	 than	 happy	 to	 help	
achieve	 their	 ambitions,”	 said	Milan	 van	
de	Beek,	area	sales	manager	at	Meyn.

Meyn helps aspiring poultry processors in 
Africa

T Meyn	is	ready	to	help	small	and	big	farm-
ers	establish	a	facility	capable	of	process-
ing	 1.000	 birds	 per	 hour	 to	 expanding	
towards	an	astonishing	15.000	birds	per	
hour.	

“Our strength is treating each ambition 
individually, look for customized solu-
tions, match opportunities in the local 
market with business potentials and 
continuously develop concepts and 
solutions to help and improve this indus-
try,”	said	van	de	Beek.

One	of	 the	most	 recently	 launched	con-
cepts	of	Meyn	is	their	LEAP	concept:	Low	
investment,	Expandable,	(semi)	Automat-
ic	 Processing	 allows	 poultry	 processors	
to	professionalize	poultry	processing	with	
a	(semi)	automatic	concept.	

At	 the	 start,	 only	 minimal	 investment	 is	
needed,	after	which	processors	can	grow	
along	with	their	market	and	expand	their	
plant	 accordingly.	 The	 concept	 has	 al-
ready	 proven	 to	 be	 highly	 successful	 in	
Asia.

LEAP	 allows	 both	 independent	 profes-
sionals	 as	 well	 as	 small	 businesses	 to	
step	 into	 the	 untapped	market	 of	 (semi)	
automated	 processing.	 Especially	 now	
COVID-19	 has	 put	 the	 existence	 of	 the	
already	 contentious	 wet	 markets	 under	
increased	pressure.	

The	 main	 theory	 that	 the	 beginning	 of	
COVID-19	could	be	traced	back	to	a	wet	
market	in	Wuhan,	China,	started	a	global	
discussion.	 Especially	 after	 earlier	 out-
breaks	of	SARS	and	Influenza,	this	found	
their	roots	on	similar	wet	markets.	

Global	 health	 organizations	 are	 putting	
more	and	more	pressure	on	local	author-
ities	 around	 the	 world	 to	 regulate	 these	
so-called	 wet	 markets.	 Close	 contact	
between	 humans	 and	 animals	 demands	
for	 further	 professionalization,	 improved	
ratios	of	health	and	safety	and	manage-
ability	of	the	poultry,	meat	and	fish	trade.

Meyn	 wants	 to	 simplify	 taking	 these	
necessary	 steps	 towards	 automation.	
Aspects	 involved	 in	 automation	 such	 as	
logistics,	 electricity,	water	 usage	and	fil-
tration,	all	might	be	a	little	overwhelming	
at	the	start.	

Together	 with	 various	 partners	 such	 as	
Chore-Time	 for	 livestock	 handling	 and	
Nijhuis	for	water	treatment,	Meyn	offers	a	
complete	package	of	knowledge,	experi-
ence	and	solutions	to	guide	the	way.

“At Meyn we think beyond the steel. We 
stand side by side with processors to 
identify their potentials and help them 
develop their plant accordingly.”

Our	 support	 does	 not	 stop	once	 a	 con-
cept	is	realized.	We	will	continue	support	
a	processor	by	providing	necessary	spare	
parts,	service,	training	of	staff	and	provid-
ing	valuable	business	advice.	We	see	our-
selves	more	as	consultants,	as	advisors.

Only	then	we	can	help	poultry	processors	
reach	their	highest	potential,”	said	van	de	
Beek	
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	 		AIIC	is	a	newly	established	
	 		Development	Financial	
	 		Institution	(DFI)	in	Malawi.	It	
focusses	on	financing	development	proj-
ects	 that	 contribute	 towards	 Malawi’s	
industrial	 development.	 This	 is	 done	
through	 the	 promotion	 of	 commercial	
projects	 using	 either	 its	 own	 funds	 or	
co-financing	 with	 other	 development	 fi-
nance	partners.	

MAIIC	serves	as	a	catalyst	for	spearhead-
ing	 private	 sector	 development,	 job	 and	
wealth	creation.	Its	value	proposition	cen-
tres	 on	 leveraging	 its	 own	 resources	 to	
mobilise	external	funding	for	transforma-
tional,	high-impact	local	projects	across	a	
range	of	sectors.

MAIIC	 was	 incorporated	 in	 November	
2018	 under	 the	 Companies	 Act	 (2013)	
as	a	private	company	with	start-up	equi-
ty	from	the	Government	of	Malawi	which	
holds	20	percent	equity	 in	 the	company.	
The	balance	of	equity	is	held	by	CDH	In-
vestment	Bank,	 and	 additional	 investors	
are	expected	over	the	next	12	months.	

MAIIC	is	a	public	limited	liability	company	
that	may,	in	due	course,	be	listed	on	the	
Malawi	Stock	Exchange.	The	Board	of	Di-
rectors	 consists	mainly	 of	 private	 sector	
representatives	and	two	ex-officio	mem-
bers	from	the	Government,	and	the	Man-
aging	Director.

In	its	first	ten	months	of	operation,	MAIIC	
successfully	mobilised	 total	 financing	 of	
MK10.3	billion	for	 local	projects.	This	 in-
cludes	own	resources	from	MAIIC	capital	

Malawi Agricultural and Industrial Investment 
Corporation (MAIIC) 

M (MK2.8	billion)	and	funding	from	external	
partners,	amounting	to	US$10	million.	

The	 ability	 to	 effectively	 package	 bank-
able	projects	for	external	investors	is	the	
key	success	driver.	In	addition,	the	World	
Bank	has	committed	to	provide	a	further	
US$14	million	to	MAIIC	before	the	end	of	
the	year,	specifically	to	support	Small	and	
Medium	Enterprises.

In	terms	of	target	sectors,	MAIIC	focusses	
broadly	on	agriculture	and	manufacturing.	

It	 has	 five	 business	 areas	 to	 propel	 in-
cluding	Agriculture	and	Agro-Processing,	
Manufacturing,	Energy,	Mining	and	Infra-
structure.	 MAIIC	 has	 three	 funding	 win-
dows:	 start	 up	 or	 venture	 capital	 trans-
actions	 of	 less	 than	 US$100k	 (MWK75	
million),	 medium	 scale	 investment	 win-
dow	of	not	more	than	US$1m	(MWK750	
million)	 and	 large	 transformational	 infra-
structure	projects,	of	over	US$10m.	

As	 part	 of	 its	 developmental	 mandate,	
MAIIC	 will	 expand	 national	 production	
capacity	 by	 investing	 in	 irrigation	 infra-
structure,	 promoting	 large-scale	 com-
mercial	farming	and	promoting	value	ad-
dition	 to	a	number	of	 crops.	MAIIC	also	
provides	capital	and	technical	assistance	
to	 agro-processors	 that	 seek	 to	 expand	
their	production	levels	through	smallhold-
er	out-grower	schemes	or	cooperatives.	

Since	 operations	 began	 in	 September	
2019,	MAIIC	has	proven	to	be	a	strategic	
financial	 institution	 through	 its	 provision	
of	long-term	patient	capital	with	an	aver-

age	loan	period	of	5	years.	Such	funding	
is	scarce	in	the	local	market.	MAIIC	serves	
its	clients	through	a	wide	range	of	finan-
cial	products	and	services	to	increase	ac-
cess	to	credit.	These	include	debt,	equity,	
quasi-equity,	mezzanine	and	guarantees.

By	 the	 end	 of	 July	 2020,	 MK1.2	 billion	
had	 been	 disbursed	 to	 three	 business-
es	 in	 tourism,	 seed	 production	 and	 ed-
ucation,	 for	 their	 business	 expansion,	
capital	 expenditure	 and	 working	 capital	
requirements.	 Seven	 additional	 invest-
ments	are	expected	to	disburse	by	Sep-
tember	2020,	in	agro-processing	(cheese	
and	 cassava	 flour),	 aquaculture,	microfi-
nance	 institutions,	 and	 light	manufactur-
ing.	 These	 investments	 will	 support	 the	
creation	of	more	than	500	jobs,	 increase	
the	 income	 of	 thousands	 of	 smallholder	
farmers,	 stimulate	 import	 substitution,	
generate	tax	revenues,	and	promote	local	
community	development.	Although	a	new	
organization,	MAIIC	 is	 quickly	 becoming	
a	key	player	in	Malawi’s	development	are-
na.	It	is	strongly	committed	to	promoting	
youth	 entrepreneurship,	 gender	 and	 so-
cial	 inclusion,	 climate	 smart	 agriculture,	
innovation,	and	technology.		

MAIIC receives loan request on an on-
going basis, through its offices based at 
Gowa House, City Centre or through the 
official e-mail address: info@maiic.mw. 

Interested applicants are supposed to 
submit documents which are advised 
on request, supported with a completed 
loan application form. 
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	 he	traditional	supply	chain	for	
	 fresh	produce	is	notoriously	
	 complex	and	opaque.	In	the	US,	
about	35	percent	of	 the	produce	on	su-
permarket	 shelves	 is	 imported,	 with	 the	
rest	coming	from	California	and	Florida.	

Currently,	the	average	item	travels	about	
2,000	 miles	 to	 reach	 stores,	 taking	 up	
to	 two	 weeks	 to	 get	 there	 and	 passing	
through	several	middlemen	along	the	way.	

Not	only	does	this	mean	that	produce	in	
stores	often	 loses	quality	and	 freshness,	
but	it	also	risks	contamination.	Hundreds	
of	people	 in	 the	US	have	been	hospital-
ised	over	 the	 last	 few	years	 following	E.	
coli	 outbreaks	 stemming	 from	 contami-
nated	produce.
	
Vertical	 farming	 could	 help	 overcome	
these	 problems.	 It	 is	 a	 process	 where	
crops	 are	 grown	 indoors	 under	 carefully	
controlled	 environmental	 conditions,	 en-
abling	 growth	 for	 365	 days	 a	 year,	 with	
yields	hundreds	of	times	higher	than	tra-

Vertical farming, new normal disrupting food 
supply chain

T ditional	agriculture.	By	setting	up	vertical	
farms	 in	 and	 around	major	 urban	 popu-
lation	 centres,	 companies	 could	 signifi-
cantly	cut	the	distance	travelled	and	time	
taken	 for	 produce	 to	 reach	 consumers,	
cutting	out	many	of	the	middlemen	in	the	
supply	 chain,	 with	 local	 farmers	 directly	
supplying	retailers	or	consumers.
	
However, growing produce indoors us-
ing artificial lighting and environmental 
controls is not cheap and vertical farm-
ing companies charge a premium for 
their produce – Bowery Farming kale re-
tails for $3.99 for 4.5 oz in New York City 
Whole Foods, about three times more 
per lb than Whole Foods Organic baby 
kale.
	
Could	the	potential	 for	supply	chain	dis-
ruption	 help	 vertical	 farms	 reach	 price	
parity	 with	 conventional	 agriculture?	 Is	
this	 even	 the	 right	 approach,	 when	 ver-
tical	 farms	are	growing	a	product	clearly	
superior	to	conventional	produce?	

Vertical	farming:	2020-2030,	a	new	report	
from	market	 intelligence	 company	 IDTe-
chEx,	explores	and	compares	the	supply	
chains	 and	 economics	 of	 conventional	
agriculture	and	vertical	 farming,	 evaluat-
ing	whether	vertical	 farming	has	a	future	
and	identifying	the	key	factors	that	could	
lead	to	the	success	of	the	industry.
	
To	connect	with	others	on	this	topic,	reg-
ister	for	The	IDTechEx	Show!	USA	2020,	
November	18-19	2020,	Santa	Clara,	USA.	

Presenting	the	 latest	emerging	technolo-
gies	at	one	event,	with	six	concurrent	con-
ferences	and	a	single	exhibition	covering	
3D	 Printing	 and	 3D	 Electronics,	 Electric	
Vehicles,	Energy	Storage,	Graphene	&	2D	
Materials,	Healthcare,	 Internet	of	Things,	
Printed	 Electronics,	 Sensors	 and	 Wear-
able	Technology.
	
IDTechEx	guides	your	strategic	business	
decisions	 through	 its	 Research,	 Consul-
tancy	 and	 Event	 products,	 helping	 you	
profit	from	emerging	technologies.	

Regional News
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	 t	a	time	when	Africa’s	COVID-19	
	 caseload	was	at	over	300,000	
	 cases	 and	 close	 to	 10,000	
deaths,	 governments	 introduced	 several	
containment	 measures	 like	 lockdowns	
and	 border	 closures	 to	 prevent	 further	
spread.

The	virus	and	accompanying	restrictions	
have	 greatly	 impacted	 livelihoods	 and	
businesses	 in	 both	 the	 government	 and	
private	 sector.	 Sectors	 like	 transport,	
travel	and	tourism	have	been	badly	hit	by	
border	closures	and	restrictions	on	move-
ment.

This	 article	 specifically	 explores	 the	 im-
pact	on	agriculture	and	looks	at	how	Afri-
ca’s	development	partners	are	supporting	
efforts	to	help	individuals	and	enterprises	
recover.

WHY AFRICUTURE?

The	 restrictions	 imposed	 to	 prevent	
spread	of	the	coronavirus	caused	disrup-
tions	in	food	chains,	which	in	turn	poses	
a	twin	threat	of	exacerbating	poverty	and	
hunger	in	vulnerable	populations.	Millions	
of	 people	 in	 rural	 areas	 rely	 on	 subsis-
tence	 farming	 for	 their	 food	and	supple-
mentary	income.

“Agriculture contributes 65 percent of 
Africa’s employment and 75 percent 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,”	 former	
African	 leaders	 Olusegun	 Obasanjo	 and	
Hailemariam	Desalegn	said	 in	explaining	
why	COVID	response	should	address	ag-
riculture.

And	 yet	 several	 factors	 including	 locust	
invasions,	floods	and	insecurity	in	parts	of	
Africa	have	contributed	to	a	growing	food	
insecurity	crisis.

Thankfully,	a	number	of	African	countries	
placed	 agriculture	 in	 the	 essential	 ser-
vices	category	and	made	efforts	to	keep	
borders,	ports	open	for	cargo.

HOW COVID AFFECTED FARMERS

Measures	 taken	by	governments	 to	pre-
vent	 the	 spread	of	 the	coronavirus	have	
affected	transport,	which	in	turn	impacts	
many	other	processes	 in	the	food	chain.	

COVID-19 impact on agriculture: assessment of 
recovery efforts

A Access	 to	 markets	 be	 it	 to	 buy	 inputs	
or	 sell	 outputs	 has	 been	 heavily	 hit	 and	
farmers	say	they	have	been	forced	to	sell	
produce	at	giveaway	prices.

“Governments are rolling out large-scale 
campaigns against the coronavirus, and 
battle plans should include measures 
aimed at lessening the shocks to their 
food supply chains,”	FAO’s	Chief	Econ-
omist	 Maximo	 Torero	 Cullen	 recently	
warned.

The	 Food	 and	 Agriculture	 Organisation	
(FAO)	warned	in	2019	that	up	to	250	mil-
lion	people	in	Africa	are	considered	to	be	
extremely	food	insecure.

Border	closures	and	restrictions	negative-
ly	affect	global	food	trade.	“One	of	every	
five	calories	people	 eat	 have	crossed	at	
least	 one	 international	 border,	 up	 more	
than	50	percent	 from	40	years	ago,”	To-
rero	explained.

Countries	 like	Kenya	which	export	vege-
tables	and	flowers	to	the	European	Union	
are	reeling	from	reduced	demand	for	their	
produce.

“Supply	 disruptions	 have	 been	 isolated;	
however,	logistics	are	under	pressure	and	
costs	 are	 being	 driven	 up	 by	 travel	 re-
strictions,	border	checks,	curfews,	delays	

caused	by	staff	shortages,	and	a	general	
reduction	 in	volume,”	a	McKinsey	 report	
said	this	month.

WHAT NEEDS TO BE DONE

FAO’s	Torero	believes	governments	have	
a	significant	role	to	play	in	helping	small-
holder	farmers	recover	from	the	COVID-19	
disruptions.

“Temporary cash handouts for poor 
farmers are essential, as well as grant 
to restart production. Banks can waive 
fees on farmers’ loans and extend pay-
ment deadlines.”

“Governments	can	during	the	emergency	
make	 a	 point	 of	 purchasing	 agricultural	
products	from	small	 farmers	to	establish	
strategic	emergency	reserves	for	humani-
tarian	purposes.”

COLLABORATION AND INTEGRATION

Munu	who	also	works	with	the	Economic	
Policy	 Research	 Center	 in	 Uganda	 says	
at	a	regional	level,	East	African	countries	
have	 done	well	 with	 policy	 implementa-
tion.

“What	 they’ve	done	 in	 terms	of	promot-
ing	agriculture	is	trade,	extending	market	
access,	 for	 instance	 in	 the	 East	 African	

Regional News
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communities,	 implementing	the	common	
markets	which	 allows	 free	movement	 of	
goods	 and	 services	 across	 the	member	
states.”	 Uganda,	 Kenya,	 Rwanda	 and	
other	East	African	nations	have	also	col-
laborated	 in	 their	Covid	response,	 jointly	
tackling	issues	like	testing	of	truck	drivers	
at	 border	 points	 and	 tracking	 of	 cargo/
drivers.

AfDB’s	support	is	hinged	on	ownership	of	
the	 agricultural	 agenda	 by	 national	 gov-
ernments.

“The other aspect that is critical is re-
gional integration. More than ever sup-
ply chains will need to be resilient to be 
able to provide nutritious food to Africa’s 
populations, hence regional coordina-
tion is important to ensure that regional 
trade for food is enhanced, as well as, 
increased marketable surplus for value 
addition,” Toda	said.

AfDB’s COMMITMENT TO 
AGRICULTURE

African	Development	Bank	(AfDB)	is	sup-
porting	 African	 governments	 and	 busi-
nesses,	with	an	aim	of	lessening	the	eco-
nomic	and	social	impact	of	COVID-19.

“There	 is	 also	 a	 framework	 that	 is	 be-
ing	 developed	 for	 emergency	 oper-
ations,	 called	 the	 FEED	 AFRICA	 RE-
SPONSE	TO	COVID-19	(FAREC)	and	this	
includes	 short,	medium	 longer	 term	 op-
tions	to	structure	our	support	to	Region-
al	Member	 countries,”	 Atsuko	 Toda,	 the	
director	of	Agriculture	Finance	and	Rural	
Development	Department	at	AFDB	said.

“Supporting	 farmers	 to	help	 them	afford	
inputs	is	a	very	good	investment.	That	is	
why	the	Bank	is	advocating	input	support	
in	our	emergency	interventions.”
Through	 its	 Feed	 Africa	 strategy,	 AfDB	
has	been	supporting	companies	 like	 the	

Moroccan	 phosphate	 company	 across	
Africa,	 especially	 to	 increase	 the	capac-
ity	of	production	 for	Office	Chérifien	des	
Phosphates	 (OCP)	 to	 serve	 the	 African	
fertilizers	market.

Special	consideration	has	also	been	made	
for	countries	fighting	the	pandemic	along-
side	 pre-existing	 security	 headaches.	
A	 $20m	grant	was	 recently	 approved	 to	
support	 vulnerable	 communities	 in	 the	
Sahel	 region	 (Mali,	 Burkina	 Faso,	 Niger,	
Chad	and	Mauritania)	where	governments	
are	 fighting	 extremists.	 Somalia’s	 Covid	
response	has	also	been	supported	by	the	
bank	 with	 $2.6m,	 specifically	 to	 finance	
water	and	sanitation	programs.

CHALLENGES

Martin	Luther	Munu,	an	economist	at	the	
Institute	for	Globalisation	and	Internation-
al	 Regulation	 IGIR	 says	 Africa’s	 agricul-
tural	policies	are	affected	by	 inadequate	
political	will	to	improve	the	sector.

“Africa	 is	not	a	very	 integrated	continent	
like	 the	 EU	 where	 the	 common	 agricul-
tural	policy	is	very	strong	and	has	a	huge	
response	to	the	crisis,”	Munu	said.

“We have the 2014 Malabo declaration, 
where the AU members committed to 
allocate 10% their national budget to 
agriculture, but this has never been re-
alised.”
AfDB	 says	 lockdowns	 and	 other	 Covid	
mitigating	 measures	 also	 affected	 the	
speed	at	which	 it	 could	 implement	proj-
ects,	especially	with	the	private	sector.

“We	have	to	also	keep	in	mind	that	it’s	a	
big	change,	everything	came	very	quickly	
and	very	rapidly	and	reallocating	the	food	
allocation	within	a	couple	of	weeks,	rede-
signing	the	whole	strategy	within	a	couple	
weeks	for	the	whole	year	in	order	to	cope	
with	the	crisis,	it’s	been	a	big	success	for	

the	 bank	 to	 do	 that,”	 Eren	 Kelekçi,	 the	
bank’s	Chief	of	Private	Sector	and	Blend-
ed	 Finance	 Investment	 Agriculture	 and	
Rural	Finance	Division	said.

The	 Covid	 crisis	 has	 caused	many	 Afri-
can	countries	to	take	on	even	more	debt,	
allocating	borrowed	 resources	 to	health,	
logistics	 and	 communication.	 Even	 be-
fore	the	pandemic,	many	experts	warned	
against	 the	 scale	 of	 Africa’s	 debt	 and	
non-governmental	 organisations	 have	
been	petitioning	 lenders	 to	 forgive	some	
of	the	debt.	Many	of	Africa’s	lenders	like	
China	 however	 opted	 for	 debt	 relief,	 to	
enable	countries	to	allocate	resources	 in	
the	fight	against	Covid.

AfDB	believes	that	efforts	to	relieve	gov-
ernments	of	financial	strain	through	its	in-
terventions	would	go	a	long	way	in	help-
ing	them	manage	their	debt	obligations.

“From the private sector perspective, it 
is not something we not are looking at 
confidently. We might read just the cash 
flow projections and ease a little bit in 
terms of payment deadlines maybe,”	
Kelekçi	said.

The	 World	 Health	 Organisation	 has	 ad-
vised	countries	to	work	towards	learning	
to	 live	with	 the	 coronavirus.	 This	means	
that	 governments	 must	 draw	 long-term	
plans	to	cushion	affected	individuals	and	
communities.

Restrictions	 on	 movement	 and	 travel	
must	 be	 steadily	 lifted	 so	 farmers	 can	
have	uninterrupted	access	to	markets.

Efforts	of	partners	like	the	African	Devel-
opment	 Bank	 (AfDB)	 to	 provide	 financ-
ing	 and	 inputs	 like	 fertilisers	 to	 cushion	
farmers	 who	 risk	 losing	 their	 produce,	
incomes	and	 life’s	work	because	of	 fac-
tors	 like	coronavirus,	floods,	 locusts	and	
insecurity	among	others.
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	 	ore	than	four	million	people	in	
	 	Malawi,	Mozambique	and	
	 	Zambia	have	learned	new	agri-
culture	techniques	through	a	regional	ag-
ricultural	project,	supported	by	the	World	
Bank	 and	 has	 introduced	 367	 technolo-
gies	to	farmers

For	the	past	three	years,	Aubrey	Kabud-
ula,	 a	 farmer	 from	 Maseya	 Village,	 has	
been	growing	rice,	maize	and	beans	using	
alternate	furrow	irrigation.	

With	 this	 technique—where	 half	 of	 the	
plant	root	is	irrigated	while	the	other	half	
is	 in	a	dry	soil—he	and	175	members	of	
the	Nanzolo	 Irrigation	 program,	 are	 able	
to	farm	more	than	60	hectares	of	land	us-
ing	less	water	than	the	common	flooding	
method.

“This	type	of	irrigation	has	enabled	us	to	
grow	different	crops,	three	times	a	year,”	
said	Kabudula.	

“Each time I grow maize, I have been 
able to harvest more than 1500kgs 
which I use to feed my family and sell 
some and get money for other house-
hold needs.”

While	 agricultural	 productivity	 has	 in-
creased	 in	 recent	 years	within	 Southern	
Africa,	 persistent	 climatic	 shocks	 have	
made	it	hard	for	farmers	to	realize	enough	
food	to	last	for	the	next	farming	season.

The	Agricultural	Productivity	Program	for	
Southern	Africa	(APPSA),	a	regional	pro-
gram	for	Malawi,	Mozambique	and	Zam-

Farmers adopt agriculture technologies to
 improve yield, efficiency

M bia,	was	therefore	established	to	increase	
availability	of	 improved	agricultural	 tech-
nologies.

After	seven	years,	there	have	been	signif-
icant	changes,	with	more	than	4.6	million	
people	 benefiting	 from	 the	 project	 in	 all	
the	three	countries.	 In	Mozambique,	one	
million	beneficiaries	were	 reached,	while	
the	 project	 reached	 about	 1.3	million	 in	
Zambia,	and	nearly	2.4	million	in	Malawi.

The	 program	 has	 released	 and	 made	
available	 to	 farmers	367	 technologies	of	
which	66	have	been	developed	under	the	
project.	In	Malawi,	two	rice	crop	varieties,	
13	maize	hybrids,	six	bean	varieties	and	
six	agronomic	practices	have	been	devel-
oped	and	made	available	to	the	farmers.	
In	Mozambique,	17	new	technologies	are	
in	 use	 while	 Zambia	 produced	 22	 new	
technologies.

Farmers	at	Lifuwu	Rice	irrigation	program	
in	Salima	district	 in	Malawi	have	already	
started	 to	 use	 one	 of	 the	 new	 rice	 vari-
eties	known	as	Mpheta.	This	variety	ma-
tures	early	enabling	 farmers	 to	plant	 the	
crop	twice	in	a	year,	increasing	their	yield.
“My	 life	 has	 improved	 because	we	 now	
grow	the	 rice	 twice	 in	a	year	and	realize	
more	money	which	we	use	 to	buy	 food,	
support	our	children	to	go	to	school	and	
also	improve	our	own	lives,”	said	Bizwick	
Mkoma,	a	rice	farmer.

Cypriano	Mwale,	 a	 PhD	 student	 in	 agri-
culture,	is	doing	his	research	on	maize	va-
rieties	that	are	resistant	to	striga	at	Chit-
edze	Research	Station	in	Lilongwe.

“There are more than 130 striga resis-
tant maize varieties that we have re-
searched and produced, and we have 
so far released 30 resistant varieties 
of maize which farmers are planting in 
their farms,” said Mwale. “We need to 
integrate varieties that are resistant, 
have high yield and have all the neces-
sary nutrients.”	More	varieties	are	yet	to	
be	released	as	the	research	progresses	at	
Chitedze	Research	Station.

A	total	of	98	students	have	benefited	from	
the	project	by	studying	at	different	levels	
of	education,	bachelor’s	degree,	masters	
and	PhD	in	all	the	three	countries.	Among	
these,	 25	 were	 from	 Mozambique,	 52	
from	Zambia	and	21	from	Malawi.

Blessing	 Botha,	 World	 Bank	 Task	 Team	
Leader	 for	APPSA,	said	the	project	sup-
ported	 a	 wide	 range	 of	 long-term	 inter-
ventions	in	the	agriculture	sector.

“The	technologies	designed	and	promot-
ed	 under	 this	 project	 -for	 example	 crop	
varieties	that	are	highly	productive,	resis-
tance	or	tolerant	to	various	pests	and	dis-
eases,	 improved	nutrition	crops	such	as	
iron	and	zinc	beans	are	relevant	because	
they	 respond	 to	 the	 emerging	 needs	 in	
the	agriculture	sector	across	all	the	three	
countries,”	Botha	said.

Scaling	 up	of	 the	 new	 technologies	 and	
knowledge	 sharing	 also	 helped	 facilitate	
the	cross	boarder	sharing	of	better	crop	
varieties	 and	 opened	 markets	 for	 local	
seed	producers	for	export.
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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-
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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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														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.					
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