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FOREWORD

Southern  Africa  has  a  diversity  of  economies  ranging  from several  that  depend 
largely on minerals, one also on manufacturing and services, to the majority which 
rely  on  farming as the mainstay  of  their  peoples’  livelihoods.  Even where most 
value-added comes from outside agriculture, however, many people rely on this 
sector  for  their  direct  food  security  and for  employment;  enclaves  of  mining or 
manufacturing are yet to offer the opportunities which the fast-growing populations 
can readily rely upon for mass employment and income. It is thus important for this  
sector to succeed and it is for this reason that adequate and effective investment is 
considered important to study and act upon.

The Southern African Confederation of Agricultural Unions (SACAU) and the Food 
and Agriculture Organization of the United Nations (FAO) saw the need to seek some 
baseline information on how investment is going in Southern Africa. They wished to 
start with a few countries in an exploratory fashion, with decisions on expansion to 
other countries to be informed by the initial findings. Thus towards the end of 2011, 
they selected Malawi, South Africa and Zambia for first attention and commissioned 
case studies on them. The three countries have contrasting policies and resource 
allocation  approaches  in  funding  agriculture;  they  also  differ  in  levels  of 
development. The choice of countries was partly influenced by the fact that the 
three countries have all  achieved at least self-sufficiency and even surpluses for 
staple maize due to their agro-expenditure. One - South Africa, has sustained its 
agricultural  success  for  a  long  time;  Malawi  and  Zambia  have  succeeded more 
recently, based mostly on government subsidies for fertilisers and seeds and (in the 
case of Zambia) on setting favourable farm gate prices for smallholders. 

SACAU and FAO draw the attention of the other countries in Southern Africa (and 
further  afield)  to  the  findings  of  the  case  studies  and  welcome  any  criticism, 
additional insights, information and partnership. They draw attention in particular to 
the  sections  of  the  report  on  “Key  Messages”  and  on  “Conclusions  and 
Recommendations with Potential for Follow-Up”.  Given the challenge of information 
faced in all cases, SACAU and FAO have opted to release this regional synthesis 
report  with  more  detail  than  would  have  been  necessary  if  knowledge  about 
investment were readily accessible. For the same reason they have also opted to 
release the individual  country reports  for  Malawi,  South Africa and Zambia.  The 
hope  is  the  first  insights  revealed  will  encourage  others  to  take  up  additional 
research so that advocacy for investment can be based on better knowledge.

We take the opportunity to thank all  those in the countries and institutions who 
shared  their  time,  information  and  views.  We  also  acknowledge  the  dedicated 
efforts of the study team: Ian Kumwenda (Malawi), Zimbini Mdlulwa (South Africa), 
Derrick Sikombe (Zambia), Mafa Chipeta (Coordinator), Manyewu Mutamba (SACAU 
oversight) and Saifullah Syed with Daneswar Poonyth (FAO backstopping).

Ishmael Sunga David Chimimba Phiri
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Chief Executive Officer, SACAU, Pretoria Chief, Policy Assistance Support Service, 
FAO, Rome
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SACAU and FAO have jointly sponsored a review of agricultural investment 
approaches in Malawi, South Africa and Zambia. The documentation of this study 
comprises of four documents, as follows:

1. REGIONAL SYNTHESIS REPORT - Agricultural  Investment - Approaches and 
Country Experiences of Malawi, South Africa and Zambia. By Mafa E. Chipeta 
(Study Coordinator), P.O. Box 51610, Limbe, Malawi. emchipeta@gmail.com

Three country case studies prepared by economists in Malawi, South Africa and 
Zambia respectively; these are also being published individually:

2. MALAWI CASE STUDY - Comparative Experiences in Agricultural Funding for 
Investment to Enhance Agricultural Production and Productivity. By Ian 
Kumwenda, ANAMARC Consortium, Private Bag 107, Lilongwe, Malawi 
iankumwenda2003@gmail.com, anarmac@yahoo.com 

3. SOUTH AFRICA CASE STUDY - Comparative Experiences in Agricultural 
Funding for Investment to Enhance Agricultural Production and Productivity. 
By Zimbini Mdlulwa, Agricultural Research Council, 1134 Park Road, Hatfield, 
Pretoria, 0001 South Africa mdlulwaz@arc.agric.za

4. ZAMBIA CASE STUDY - Comparative Experiences in Agricultural Funding for 
Investment to Enhance Agricultural Production and Productivity. By Derrick 
Sikombe, Ministry of Agriculture and Cooperatives, Lusaka, Zambia. 
d_sikombe@yahoo.com

The contributions of the authors and of any contacts and partners they had in their 
work is gratefully acknowledged.

mailto:iankumwenda2003@gmail.com
mailto:d_sikombe@yahoo.com
mailto:mdlulwaz@arc.agric.za
mailto:anarmac@yahoo.com
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KEY MESSAGES

Origins and Study Objective

It is commonly believed that adequate and sustained funding is a prerequisite to 
agricultural  development  and  for  investment,  some believe  that  “the  more  the 
better”.  Given Africa’s  comparatively poor  agricultural  performance,  towards the 
end of 2011 the Food and Agriculture Organization of  the United Nations (FAO), 
included it  in  its  global  “Study  of   Comparative  Experiences   in   Agricultural  
Funding  for  Investment  into  Capital  Formation  and  for  other   Interventions  to  
Enhance  Agricultural1   Production  and  Productivity”. In Southern Africa, FAO in 
partnership with the Southern African Confederation of Agricultural Unions (SACAU) 
selected Malawi, South Africa and Zambia for first attention. SACAU commissioned 
case studies on these countries which differ in levels of general and agricultural 
development and have contrasting policies and resource allocation approaches in 
funding  agriculture.  The  studies  were  to  look  at  both  public  and  private 
(corporate/farm household) investment. 

Challenge of Matching Country Reports

The study, which had the Terms of Reference reproduced in Annex A.5, has yielded 
country reports which are published individually. Despite commonality of mandate 
however, the reports differ substantially in content: the South Africa report covers 
investment from public and private (both large and small); it carries mostly macro 
information as national totals. It also pays much attention to policy matters and the 
challenges of transforming emerging black farms into prosperous operations. The 
Zambia report conveys solid government investment information and estimates of 
commercial  scale agricultural investment. On the smallholder sector,  it has used 
standard statistical system survey reports to give the most detail of all reports on 
patterns of investment. The Malawi case study has elements of the other two, being 
constrained also on detail for smallholders.

It is obvious that in all three countries, getting information in the desired format was 
a real challenge. Nevertheless, the observations draw attention to broad patterns 
and (most important)  some key questions which the Southern Africa community 
should seek answers for in the area of agricultural investment.

By chance more than by design, all three countries coincide in that their agricultural 
“investment”  –  better  called  “spending”  –  is  dominated  by  expenditure  on 
intermediate  consumables  far  more  than  on  capital  investment.  In  Malawi  and 
Zambia, this pattern is a result of deliberate government policy to assist their small 
farmers with access to yield-enhancing inputs (especially fertilisers and seeds) that 
would  otherwise be unaffordable.  No such  policy  exists  in  South Africa;  indeed, 
government tends to assist its targeted emergent farmers much more with fixed 
assets (the land itself, equipment, etc) than with working capital.

1 The scope of “agriculture” was restricted to on-farm operations and not value added 
processing or marketing. Also, only annual crops and livestock were to be included, not 
fisheries or forestry.
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The Key Messages

Successes

All three countries have achieved one key policy objective – sufficiency of staple 
food for the masses. For  Malawi, reversal of persistent repeat famines upon the 
Structural-Adjustment induced withdrawal of public support to agriculture is clearly 
a current success, whether sustainable or otherwise. The “success” has come from 
“investment” in yield-enhancing inputs, especially for the country’s dominant crop – 
maize. For  Zambia, the Malawi-like introduction of inputs subsidies for maize has 
worked a similar miracle: both Malawi and Zambia have consistent maize surpluses 
these days.

Yet all have ambitions for agriculture to play a fuller developmental role of bringing 
prosperity. This is clearly not adequately achieved in Malawi (poverty rates are high 
and they would not be if  agriculture – which most people are engaged in - was 
effective in combating it). Poverty remains all-pervasive despite Malawi being the 
only country of the three studied where government budgetary  allocation to the 
agricultural sector has for long exceeded the all-Africa ambition of a minimum of 
10percent of the budget. 

Is Focus on Smallholders Positive?

In spite of heavy agricultural “investment” (over 10 percent of government budget), 
in  Malawi commercial  farms are closing down rapidly –  tobacco,  their  favourite 
crop,  is  facing  market  problems  and  they  are  either  reluctant  or  incapable  of 
adjusting  to  other  farm  commodities.  It  has  been  suggested  that  the  focus  of 
government  investment  on  smallholders  is  among  the  problems  leading  to 
commercial farm insolvency – farms used to include maize in their rotation plans 
and this can no longer compete with subsidised smallholder output.  In  Zambia, 
where agriculture has always been dichotomous, the divide by scale (large vs small; 
commercial vs subsistence) is taking on an additional dimension: the large farms 
having  been  excluded  from maize  subsidies  are  focusing  more  on  higher-value 
crops. 

Sikombe  reports  progressive  withdrawal  of  large  farmers  from  maize  and  from 
anything else that government intervenes in: instead, the private sector is going 
into cash crops. In Malawi, while Kumwenda has not highlighted it, there is rapid 
close-down of  large-scale  farms (called “estates” there).  One question  to ask is 
whether the move of these two countries’ agricultural  sectors into even heavier 
dependence  on  smallholders  is  progressive  and  sustainable  in  a  globally 
competitive world. A second one to ask is whether a policy that gives such strong 
incentives for growing staple foods is really a favour to the poor: there is evidence 
of their being locked into the low-value commodity while larger farms capture real 
income from higher-value produce. A third question to ask for Malawi and Zambia is 
whether  investment  that  leads  to  the  unitary  success  of  smallholder  maize 
surpluses  (at  whatever  price)  but  loses  other  opportunities  (including  possible 
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vibrancy of commercial agriculture) is sustainable and offers the best return among 
options for investment of scarce funds

Thus one sees growing drift towards supporting staples through public policy for 
Malawi and Zambian investment and the reverse in South African agriculture where 
investment  is  predominantly  private-sector  driven.  In  some  ways,  the  Zambian 
commercial sector is making choices similar to those of South African commercial 
agriculture, which is (although without abandoning staples in their case) to increase 
emphasis  on  horticulture  and livestock,  where better  money can  be made.  The 
Malawi  commercial  scale agriculture choice to close down appears extreme and 
probably  cannot  be  blamed  entirely  on  selective  subsidisation  of  competing 
smallholders.

In South Africa, despite continuing significant investment (in absolute terms, even 
if not in rate of growth), two developments appear to undermine achievement of 
two politically important ambitions (a) on making agriculture create more jobs – the 
dominant commercial agriculture is in fact shedding jobs as it consolidates; and (b) 
the emergent black farmers are going nowhere given inability to compete with the 
far  large,  better  capitalised,  institutionally  more  developed  and  organised 
commercial farming enterprises. They are playing in a market where they do not 
stand a chance and yet assistance to them focuses not on the market but on on-
farm production.  In  essence,  they  are  not  profitable  and  therefore  they  cannot 
sustainably encourage further investment unless driven by government action that 
ignores market realities.

The  introduction  to  this  regional  synthesis  has  referred  to  dualism  between 
smallholders and commercial farming in all three countries, with South Africa being 
greater only in degree. But a new dualism appears to be getting reinforced by the 
pattern of investment, which needs further investigation:

a. In  Malawi  and  Zambia,  reinforcement  of  smallholder  dependence  on 
government handouts by, which could threaten their ability to compete on the 
world markets and even on domestic markets if/once subsidies are removed. 
Meanwhile the commercial farmers are facing the real competitive world market 
with little cushioning;

b. Separation  of  territory  between  smallholders  (focus  on  subsidized  staples 
largely  for  local/regional  consumption  and semi-removed from greater  global 
market  opportunities)  and large-scale  farms (also take on the money-making 
commodities). South African commercial agriculture continues to make money in 
maize  and  is  continuing  with  tis,  although  also  putting  a  lot  of  efforts  into 
horticulture and livestock;

c. More data may be needed to confirm if  with regard to fixed farm capital 
assets, there may also be increasing dualism between heavily-equipped larger 
farms and continued heavy reliance on hand-tools and very small  equipment 
among smallholders into the new hand-tool age in Malawi and Zambia;
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d. Except  for  the  Zambia  study  where  at  least  fixed-capital  acquisition  for 
equipment  has  been  given  in  some  detail,  there  is  very  little  broken-down 
information on private sector capital formation especially that of the small-scale 
farmers.

What do Smallholders Prioritise in their Fixed Asset 
Investment?

Smallholders targeted for government support in all three countries can often not 
be considered prosperous, certainly not as a sole result of their agricultural pursuits. 
The  pervasive  poverty  in  Malawi  has  been  mentioned  earlier,  despite  high 
government  prioritisation  of  agriculture.  The  failure  to  prosper  by  heavily  – 
supported emergent small farmers in South Africa has also been noted. Yet despite 
all this, the case studies report that the small farmers are investing in fixed assets,  
even in Malawi  and Zambia -  the poorer countries,  apart  from South Africa.  An 
interesting  phenomenon is  that  small  scale  farmers  do not  invest  only  in  fixed  
assets  that  agricultural  production  needs.  Malawi reports  much expenditure  on 
fixed assets for the home beyond agriculture (including housing and premises for 
other businesses) or in multipurpose assets used only partly for agriculture (e.g. 
cars, bicycles, cellphones, housing etc). Within agriculture, renting or buying more 
land is important. The anecdotal small survey results are quite unclear regarding 
priorities of smallholders among the many types of asset they invest in.

Zambia reports similar findings: for example, in that country the average annual 
investment in equipment per household is US$150.2 In fact, the case study reports 
that some 19 types of equipment are invested in: analysis of this suggests that 
farmers may in fact prioritise non- farm-specific equipment over farming fixed 
assets in their investment. The following issues emerged for the Zambian small-
scale holders:

a. In terms of amount spent on investment, of the top ten, only two were farm-
specific  (tractors,  disc  ploughs).  Four  were  transport  equipment  (trucks, 
truck/trailers, motor cycles, scotch carts); two were for value addition (hand and 
motorised hammer mills) ;

b. In terms of rate at which purchases of agricultural equipment were growing 
between 2004 and 2008, of the top ten, only three were farm-specific (rippers, 
tractors,  cultivators).  Six  were  not  specifically  for  on-farm  use;  three  were 
transport equipment (trucks, truck/trailers, motor cycles); three were for value 
addition (hand and motorised hammer mills, shellers); 

c. Of the four equipment types for which farmer demand was falling fast, three 
were farm equipment, the fourth (water pumps) was multipurpose and it had the 
slowest fall in demand.  

2 This average hides an enormous spread since some household even buy trucks, tractors 
and hammer-mills.
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Zambian  information  derived  from surveys  for  all  rural  people  (not  just  farmer 
households) give some context, even though they do not cover investments into 
consumables and into infrastructure. The following are key messages which place 
agricultural fixed assets alongside other priorities:

a. Investment in structures and improvements (unfortunately investment in land 
itself is not reported upon) is by far the most dominant investment, accounting 
for some 72% of the recorded fixed investment;

b. Investment in machinery comes far behind and of this, the most important is 
NOT agricultural machinery but multipurpose machinery and equipment (8% of 
all  surveyed  fixed  investment)  –  of  which  cars  are  dominant.  Investment  in 
electrical  and  electronic  household  machinery  and  equipment  has  the  same 
ranking;

c. Investment in agricultural machinery and equipment is a distant fourth – at 
only about 4 – 5% of surveyed investment.
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The South Africa report mentions that smallholders (like commercial farms) invest 
in bed and breakfast enterprises i.e. in assets to bring in revenues to complement 
farming income. A small-scale survey of small farms in a specific location has given 
some insights into what types of fixed assets they appear to prioritise: 

a. it appears that the land and improvements on it get top priority (over half the 
fixed investment);

b. machinery follows (a quarter); and 

c. the last is farm livestock (over a fifth of fixed investment).

Consumables Dominate Expenditure

Deliberate public policy choice in Malawi and Zambia has ended up putting around 
60 – 70 percent of funding into subsidising yield-enhancing inputs for staples; in the 
case of Zambia, government also subsidises consumption – low grain prices and 
heavy food reserve agency costs. In South Africa, the combination of public and 
private funding has also ended up putting about 88 percent of annual funding into 
intermediate inputs (i.e. consumables), a ratio that falls only a little to just above 
70% when depreciation of accumulated fixed assets are also taken into account in 
annual capital investment.

Thus, in all three study countries, most capital appears to be used for consumables  
rather than fixed-capital formation. In view of a high consumables ratio applying  
even  in  private-sector  dominated  South  Africa,  chances  are  that  the  reason  is  
fundamental  farm  economics.3 In  that  case,  the  substance  of  government 
intervention  in  Malawi  and  Zambia  is  not  so  much  the  forcing  of  “investment” 
towards  consumables  (it  would  happen  anyway)  but  in  targeting  only  one 
commodity (maize) for the “yield-enhancing inputs” public investment. 

Who Benefits Most from Subsidies?

Subsidies to the depth they are applied in Malawi represent a major sacrifice to the 
government and since they represent a choice over other priorities in expenditure, 
they may also be a sacrifice for society. It therefore matters whether the benefits of 
such  expenditure/”investment”  are  going  to  those  whom society  has  agreed as 
deserving  of  the  largesse.  Farmers  are  the  only  constituency  mentioned  as 
beneficiaries when politicians talk of subsidies, but do they in fact capture all or 
most of the benefits/profits? In both Malawi and Zambia, information is lacking on 
whether  the  inputs  subsidisation  is  generating  profits  for  the  farmers.  Casual  
observation does not show accelerated achievement of greater prosperity among  
them; they continue to need the subsidy year in, year out. It is also not obvious that  
from these profits, farmers are re-investing faster in fixed capital formation than  
without subsidy - for agricultural sustainability. 

3 A significant share of South African investment, including in fixed capital, comes from the 
farmers themselves. If they choose to spend more on consumables, it must make economic 
sense to them.
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This  issue  requires  further  focused  investigation.  The  following  may,  in  this 
connection, be considered:

a. Kumwenda’s anecdotal  small  survey information for  Malawi suggests that 
farmer income spending prioritises reinvestment into yet more yield-enhancing 
consumable inputs (including additional labour), with less going into fixed farm 
assets;

b. The same source of  Malawi  information suggests  that  to  the extent  fixed 
capital  investment  is  done  by  smallholders,  they  hire  more  land,  and  they 
acquire  non-farm “home-comfort”  fixed assets  –  a  better  house,  a  bicycle,  a 
cellfone etc. Thereafter, they invest in off-farm money-making activities;

c. Outside the frame of the study, a follow up may wish to look at whether the 
“consumables/inputs” subsidies are not in fact leading to considerable capital 
formation, but not for the farmers. Instead, the fixed-capital formation may be 
occurring elsewhere in the chain: providers of agro-inputs (called “agrodealers” 
in Malawi) on one side and buyers of farm produce. It is these who, perhaps as 
much  or  more  than  the  farmers  themselves,  may  be  buying  small  shops, 
warehouses, trucks etc so as to service “subsidised” farmers while the farmers 
have comparatively little to show for the subsidy, except continuing dependence 
on inputs from public largesse.4;

d. It is not possible to say whether the above patterns of Malawi smallholder 
spending are influenced by the assurance that even if they do not reinvest in 
farming  fixed  capital  (and  spend  instead  on  “home  comfort”  capital  and 
consumable inputs) government will cushion them with annual subsidies; 

e. In South Africa, government subsidies have transformed over time: before 
democratisation  and  liberalisation,  there  was  structured  and  institutionalised 
support to commercial  farming5 which therefore enjoyed predictable subsidies 
for infrastructure, for loans etc as well  as government protection from strong 
external  competition.  After  liberalisation and with  the intent  of  helping small 
black  farmers  get  into  the  sector,  government  offers  land  free  and  some 
operating capital also. However, most other support to small emergent farmers 
is  more  ad  hoc –  being  based  on  projects  rather  than  the  institutionalised 

4 If this is happening, then the Malawi and Zambia form of public “investment” via subsidy 
converts the farmer mostly into a conduit for public money to the traders servicing the farm 
at  both  ends  of  its  operations.  This  phenomenon,  if  confirmed,  would  call  for  priority 
additional investigation.

5 At democratisation and liberalisation, the commercial agricultural sector had a windfall 
benefit  – it  inherited the commodity organisations created with government funding and 
transformed them into private corporations of considerable weight.
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entitlements  enjoyed  by  commercial  farming  in  pre-liberalisation  years.  The 
emergent farmers do not in general appear to be making fast progress towards 
being competitive, capturing opportunities to grow and integrating; 

f. For Zambia, Sikombe believes that the inputs subsidies give the admittedly 
important benefit of food surpluses and associated food security for the poor but 
may be locking the smallholder into low-return staples agriculture which can pay 
only if the subsidies are continued: the smallholders keep out of more profitable 
commodities  by  their  addiction  to  subsidised  inputs:  the  correctness  of  this 
unintended outcome may deserve further investigation.

Other Areas Recommended for Follow-up

In  addition  to  the  above  “key  messages”,  the  section  on  “Conclusions  and 
recommendations  with  potential  for  follow-up”  goes  partly  outside  the 
findings of the study and draws attention to areas which (alongside matters raised 
under the key messages) may deserve follow-up action by SACAU, its associates 
and  other  parties  that  are  committed  to  more  and  more-effective  agricultural 
investment in Southern Africa. These can be very briefly paraphrased as follows:

a. The  challenge  of  information  on  investment -  in  all  three  case  study 
countries, information was difficult to get in a suitable form or quality, with the 
partial  exception  being  South  Africa,  which  had  good  information  for  the 
(dominant)  commercial  segment  of  agriculture  but  not  for  the  emerging 
smallholders.  Better information is needed so that future decision-making can 
be  better  grounded.  The  information  deficiencies  to  correct  relate  to  the 
following  questions  about  status  and  trends  of  agricultural  investment:  how 
much, into what (fixed, consumable, core agriculture or peripheral/collateral etc), 
by whom, what balance between investment and disinvestment, and whether 
public  subsidies  are  enabling  beneficiaries  to  divert  their  own resources  into 
beneficial investments they would otherwise not have made. 

b. Regarding  the  tension  ad  inequity  between  commercial  and  smallholder  
farming, the three countries raise different priority challenges:  (i) For Malawi – 
the need to look hard at whether economic prosperity can really be founded 
entirely on producers that need unending subsidies to break even on achieve 
surpluses. There is a call for ways to make public investment and support also 
assist in generating real profits beyond those which farmers generate only due 
to artificial buttressing by the public budget; (ii) for  Zambia, apart from what 
has  been  said  for  Malawi,  the  additional  challenge  for  sustainability  of 
investment by farm gate and consumer-market price interventions which can 
encourage unbalanced commodity  choices for  farmers both at  the small  and 
commercial levels; and (iii) for South Africa, the need to look at whether focus 
on supply-side investment support to emergent farmers will ever be successful in 
making them profitable and mainstreamed without action also on the market 
side, where their extreme comparative smallness (relative to commercial farms) 
creates a decidedly un-level playing field for competition. 
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c. The study reveals a great need to understand better the drivers of decision-
making  for  smallholder  farmers  who  appear  not  to  prioritise  agriculture  for  
Investment so long as their other needs of life also remain pressing: data from all 
three  study  countries  show  how  much  (sometimes  most)  smallholder  fixed-
investment in rural areas goes on non-farming household needs, including for 
fixed assets. It is essential to know why and to what degree so that overall rural  
development investments will not be operating greatly at cross-purposes with 
real  needs  and  preferences  and  in  order  to  place  agricultural  investment  in 
context; and 

d. In  the  two  poorer  countries  studied,  agricultural  spending  is  inordinately  
dependent on the public budget; self-supporting agriculture needs to supplement 
this with access to funding based on profitability of the smallholder sector: this 
study found no information on initiatives in this direction but it  is a crucially 
important area of future study, policy intervention and action. 
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A. INTRODUCTION

A.1 Study Origins and Purpose

African agriculture has been progressively lagged over the decades, having largely 
been left behind by the “Green Revolution” that brought Asia and Latin America to 
food surpluses and export prowess. In the 1960s, when many of its countries gained 
political independence, Africa used to at least feed itself; it also contributed nearly 
10percent to international  agricultural  trade but for about two decades now has 
become a net agricultural-deficit region. Africa imports increasing volumes of food 
and  in  addition  consumes  over  a  third  of  the  world’s  charitable  food  aid.  This 
reflects failure to make farming more productive even as population continues to 
surge at close to 3 percent annually - in Africa most cereals still yield only 1 – 1.5 
tons per hectare while the developing country average is about 3.5 tons/ha). Many 
observers of the African scene believe that inadequate investment is at the root of 
this productivity problem.

Adequate and sustained funding is a prerequisite to agricultural development; many 
would say “the more investment the better”. This may be true; but one can also 
believe that the way investment is done should also matter. Furthermore, others 
believe that although total funding is important, the share going to fixed capital 
formation may matter even more. To study different investment experiences and try 
to  draw lessons  that  might  have  potential  application  outside  their  origins,  the 
Southern African Confederation of Agricultural Unions (SACAU) partnered with the 
Food and Agriculture Organization of the United Nations (FAO) towards the end of 
2011, to launch a “Study  of  Comparative  Experiences  in  Agricultural  Funding for  
Investment  into  Capital  Formation  and  for  other   Interventions  to    Enhance  
Agricultural6   Production  and  Productivity”. They selected Malawi, South Africa and 
Zambia for first attention and commissioned case studies on them; the three have 
contrasting policies and resource allocation approaches in funding agriculture; they 
also differ  in  levels  of  development.  The studies were to look at  investment by 
different  economic  agents  in  each  economy  -  the  public  sector  (investment  by 
government plus donor assistance); corporate/business sector; and farm households 
(the latter two jointly referred to as private sector). 

Of the three countries studied, Malawi has for some time been allocating more than 
the 10percent of its public budget set by the African Union as target to achieve the 
ambitions of the NEPAD/Comprehensive Africa Agriculture Development Programme 
(CAADP)  under  the  African  Union  Maputo  Declaration  of  2003.  Zambia  is 
approaching the NEPAD-CAADP target. South Africa as an industrial country cannot 
be expected to ever approach the 10percent target at national level, even if some 
of its provinces or districts may need to do so. But public investment alone may not 
suffice as indicator. 

One  hope  from  the  study  was  to  learn  whether  the  differing  composition  of 
“investment” (i.e. ratio of funding for fixed capital formation vs other expenditure) 

6 The scope of “agriculture” was restricted to on-farm operations and not value added 
processing or marketing. Also, only annual crops and livestock were to be included, not 
fisheries or forestry.
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among the selected countries has affected the degree to which the “investment” 
has led to increased output. On the surface, South Africa is an example of a country 
apparently favouring heavy fixed-capital formation (mechanisation is high) and has 
by  now  built  up  a  solid  asset  base;  the  other  two  focus  instead  on  providing 
affordable  yield-enhancing  annual  inputs  –  Malawi  is  an  early  example  of  this 
approach and has more recently been joined by Zambia.  It  is  notable that both 
countries having now joined South Africa in having regular maize surpluses. Given 
high dependence on maize as a staple, achievement of surplus is generally seen as 
a key mark of “overall  agricultural  success”,  whether or not production of other 
crops and livestock is also performing well. 

For countries favouring annual inputs in their funding, the presumed belief of policy 
makers is probably that from their increased farm surpluses, farmers would achieve 
not only food security but also have savings to invest into fixed agricultural assets. 
It was hoped that the country case studies would give ideas on relative efficacy of 
“fixed-asset” vs “consumable input” focus of investment for achieving success of 
agriculture, as well as capture other aspects of success and best practices, perhaps 
including the determinants of increased investment.

This regional synthesis report is prepared by Mafa Chipeta, based on the country 
studies prepared respectively  by  Ian Kumwenda on  Malawi,  Zimbini  Mdlulwa 
(Agricultural  Research Council  –  ARC) on South Africa and  Derrick Sikombe on 
Zambia.  It  is  accompanied  by  free-standing  and  separate  national  case  study 
reports.

In this regional synthesis report, the introduction is followed by an outline of the 
methodologies  followed  and  information  sources  relied  upon.  A  brief  portrait  of 
agriculture in the three study countries follows; thereafter, the results are the main 
part of this document. The results start with the three countries being considered 
together and information being given so as to respond to the questions: 

a. What are the main commonalities and contrasts among them in patterns of 
investment, including in their selected emphasis between fixed and intermediate 
inputs investments etc?
b. What  lessons  can  be  drawn  for  potential  application  beyond  the  study 
countries.

Thereafter, the results for each of the study country are so formatted as to answer 
the following sequential questions for each study country: 

a. How much investment is taking place? (including what trends?); 
b. Who is investing (corporate or individual)?; 
c. What are they investing into and for what purpose? (including what relative 
emphasis  are  they  placing  on  fixed  assets  as  opposed  to  intermediate 
consumable inputs); and
d. How effective is the investment in achieving more agricultural development 
or other key policy objectives?.

A series of data tables are annexed, but more can be found in their original national 
case study reports.
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A.2 Methodology and Its Adaptation to Each Country

All  country studies started with  desk sources of  information and this  is  still  the 
dominant  material  used.  A  little  questioneering  was  added  but  this  did  not 
fundamentally change the problem of information inadequacy, especially for small-
scale farmers that tend to operate in the informal sector. The incompleteness of 
data has meant that in all three case study countries, it has been impractical to 
quantify the strength of any causal links between the magnitude and approach to 
agricultural  funding/investment  and  agricultural  performance.  It  could  not  be 
expected that clear causality could be claimed but some speculation on possible 
links between investment and its nature would have given useful  insights.  As a 
result, only limited “informed speculation” is found in the case study reports on the 
impact  of  approach  to  funding/investment  on  production  and/or  productivity. 
Zambia came as a partial exception in this and Malawi also, to the extent that in the 
two countries,  the offer of  subsidised fertiliser was given as THE reason for the 
reported production and productivity surge. 

For the Malawi study, light elements of field interviews in the vicinity of Lilongwe to 
partly  correct  particularly  severe  information  gaps7 .  In  a  second round of  field 
survey, the team undertook a small sample survey of five farmers (one female, two 
smallholders  with  low income levels;  one  smallholder  with  low income and two 
estates – one middle income, another high income. Four of the five farmers finance 
their own investments while one is supported by a commercial agricultural company 
under the Facilitated Farmer Scheme/Integrated Production System. Thus in the end, 
the study accessed information in four ways -  literature review and desk study; key  
informants  (this  covered  government  and  other  organizations interviews  with  a 
sample  of  farmers;  and   case  studies  (carried  out  on  coffee,  tobacco,  the 
Community Land Reform Programme, Mchinji  dairy heifer international  and solar 
pumps irrigation scheme). 

For South Africa, the study used primary and secondary data. The main sources of 
data  were  the  previous  studies  conducted  in  the  agricultural  sector  and  the 
departmental as well as government strategic documents.  Primary data was used 
to understand small scale farmers as well as bank’s capital formation in agriculture. 
The focus was on small scale farmers since the available official data reports largely 
on the commercial sector.  However, due to limited resources, only 30 small scale 
farmers in the Motheo District of Mangaung Municipality in the Free State Province 
were interviewed.  A meeting was also held with the Agribusiness Manager of ABSA 
Bank. 

7 The study faced a number of information-access challenges which future studies should 
learn from:  Even though SACAU had provided an introductory  letter,  most  organizations 
demanded an additional letter to their Chief Executives for corporate organizations and the 
Principal Secretary for government departments. Some government officials were not keen 
to give out information after several attempts. Also, the large estates did not have time to 
fill  out the detailed questionnaire which was designed. An attempt was made to make it 
simple. But even after doing this, they still did not respond.
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In  Zambia,  there  is  no  doubt  that  the  level  of  corporate  and  household  level 
investment and capital  formation in agriculture, especially for the private sector 
(including  small  holder  farmers),  would  have  been  better  investigated  if  data 
availability had not been such a challenge.  The approach involved a desk study as 
well as obtaining appropriate data from various national data sources, key of which 
include the Central Statistical Office (CSO) of Zambia, the Bank of Zambia (BOZ), 
Ministry of Agriculture and Cooperatives (MACO), Ministry of Livestock and Fisheries 
development (MLFD), Ministry of Finance and National Planning (MoFP), the Indaba 
Agricultural  Policy Research Institute (IAPRI),  Zambia Development Agency (ZDA) 
and selected other sources. 

Since data for this study was collected largely for a period from 2005 to 2010 on a 
number  of  variables,  analysis  on  of  such  data  involved  coming  up  with  annual 
trends  for  most  variables.  In  some  cases,  however,  data  analysis  involved 
measuring the relationship  that  may exist  between variables.  Estimating capital 
formation  including  through  small  scale  farmers’  own  savings  was  attempted 
through  analysis  of  household  survey  data.  This  has  given  useful  insights  into 
investment priorities  of  small  farmers,  even though coverage has been only  for 
equipment, leaving out structures and spending on intermediate consumables.

It is worth mentioning that despite shared terms of reference, each country report 
has come out quite different: the South Africa report has many results at national 
aggregates/macro level and presents much on policy and programme initiatives; the 
Zambia report includes household-level information at both provincial and national 
level (on equipment-related capital formation); the Malawi report has features of the 
other two.

A.3  Selected Attributes of the Study Countries

     A.3.1 Agriculture – its Nature and Importance in the  
Economy

A sense of each country’s attributes is useful background for reading the findings on 
investment. Annex A.0 provides details from which the summary in this section has 
been extracted. 

The study has covered two territorially large countries (South Africa and Zambia) 
and one very small one (Malawi). One country is very rural, densely peopled and 
has very low income (Malawi); it has the most agriculture-dependent economy with 
35-40percent of GDP coming from this sector. Another country (South Africa) has 
middle  income,  is  mineral-rich  and  largely  industrialised,  and  its  agriculture 
contributes  only  about  2  percent  to  GDP  but  8percent  to  formal  employment. 
Zambia falls in between, its economy being dominated by mining and its associated 
manufacturing. By now, all three countries are surplus producers at least in maize, 
the main staple food; but this status is newly achieved in Malawi and then Zambia, 
while South Africa has for long sustained Africa’s largest maize surpluses for export. 
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All three countries have dualistic farming sectors, the most extreme version of this 
being in South Africa:  settler  farms there can be over 2000ha and are growing, 
shedding labour and mechanizing while smallholder emergent farms are at about 
2ha and are generally not prospering. Thus an important contrast among the study 
countries is that South African agriculture is largely at industrial scale, with food 
even for the poor being accessed through the market rather than via subsistence 
production and therefore food security is about income from employment or public 
income grants. By contrast, for Malawi especially, production for auto-consumption 
is the main path to food security; for Zambia, significant numbers of people are 
urbanised and in formal jobs – they access food through the market. 

A few additional features of the study countries are summarised below: 

a. Malawi  : 85 percent of Malawians are rural; agriculture employs the majority 
and accounts for about one third of GDP and for most major exports. Malawi is 
heavily dependent on maize for food and tobacco for foreign exchange. Resource 
poor  smallholder  farmers  use  84percent  of  the  7.4  million  hectares  of  land 
farmed  annually;  the  lease/freehold  estate  subsector  uses  the  rest.  Most 
agriculture is rainfed, with only 90,563 hectares (about 1.2percent) irrigated in 
2010, of which some 53percent is on commercial estates. Livestock contribute 
about 7 percent to GDP and constitutes a small proportion of people’s diet.

b. South  Africa:   Even  though  the  agriculture share  of  the  South  African 
economy has contracted from  9percent of GDP in 1960 to only 2.3percent in 
2009  (8percent  of  formal  employment),  the  absolute  size  of  the  sector  has 
continued to grow. With water being in short supply, only 13percent of South 
Africa's land can be used for crop production of which only 22percent is high-
potential arable land; livestock products count for 41percent of agricultural GDP 
versus 34percent for field crops and 25percent for horticulture. 

c. Zambia:   an estimated 80 percent of the population is directly dependent on 
agricultural  production  for  livelihood.  Agriculture  in  Zambia  is  dominated  by 
small-and-medium scale farmers (over 90percent of cultivated land) – practicing 
largely subsistence cultivation compared to the large-scale commercial farmers 
(who in number are about 1percent of the small/medium farmers). For maize, the 
major  stable  food  in  Zambia,  the  small-scale  farmers  enjoy  public  yield-
enhancing  input  subsidies8  and  since  2005  have  been  contributing 
approximately  70-90percent  to  annual  production.  Since  the  advent  of 
smallholder-only subsidization of  inputs  for maize and application of  a  single 
floor price for all maize producers, commercial farmers have been progressively 
squeezed out of this staple crop. As of now, the farming sector is separating out 
further,  with  large  farms  focusing  on  higher-value  crops,  smallholders  on 
government-assisted and controlled staples.

8 According to Sikombe, the contribution of the large scale farmers to maize production has 
been reducing, registering a sharp drop of 62percent from 2005 to 2010. By contrast, the 
large-scale sector produced approximately 77 percent of the soya-beans in 2010. Sikombe 
concludes that the large-scale sector tends to do better in enterprises where Government 
has little or no control. 
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     A.3.2  Policy  Environment  for  Agriculture  and  
Agricultural Investment: 
               Current Situation and Changes Over Time

Soon after independence in 1964, the Malawi government policy combined across-
the–board fertiliser subsidies for both small and large farms, a limited loan schemes 
for  fixed  farm  assets,  pre-setting  guaranteed  next-season  produce  prices  and 
government  purchase  of  all  residual  crop  produce.  A  parastatal  company 
established and used a large network of  rural  markets  even in remote areas to 
deliver inputs and collect produce at harvest. This policy and its institutions were 
cancelled  when  international  organisations  imposed  a  structural  adjustment 
programme.  It  took little  time before smallholders  faced with  full  cost  of  inputs 
reduced their use and famines became the order of the day. 

A policy reversal led to launch in 2005/2006 of the Farm Input Subsidy Programme 
(FISP) which has boosted yields and achieved production surpluses, with focus on 
maize for which fertiliser and seed prices have been heavily reduced for the poorest 
farmers.   As  in  Zambia,  non-subsidised  larger  farms  are  now  disadvantaged  in 
maize  production.  Malawi  has  not  resumed  any  structured  smallholder  loan 
schemes for fixed farm assets; its specialised agricultural bank collapsed long ago.

For  South Africa,  large-scale commercial  agriculture was for long supported by 
public investments in infrastructure, capacities, research and development: it also 
enjoyed significant policy protection from competition. When liberalisation came in 
the early 1990s, it removed much public support and protectionism for agriculture 
just  before  democratisation.  The  changes  made  commercial  agriculture  more 
productive  and  competitive,  although  farmers  became  more  exposed  to 
international shocks, a worsening debt situation and deteriorating terms of trade. 
Also, major publicly-funded commodity boards and co-operatives inherited (at no 
cost to themselves) the assets gained from public subsidy and became lead private 
sector players built upon solid foundations. They could therefore embrace economic 
liberalisation with relative ease.  Commercial  farms are growing,  shedding labour 
and mechanising. 

Not so for the small-scale “emergent farmers” which government has since then 
sought to promote. The small farms feed into the same market and farm alongside 
the giants, yet despite government offers of cheap or free land, they have too little 
capital, lack skills and a farming tradition, and face a liberalised environment with 
government protection no longer in place. They cannot compete on unit costs and 
outreach capacity. The commercial farmers can raise much capital themselves and 
are  attracting  large  private  sector  funding  especially  from banks  (including  the 
public  Land Bank)  while  smallholders  rely  more on public  funding and technical 
support.

At  democratisation,  government  sought  to  promote  small-scale  mostly  black 
farmers to enter production and markets. Some changes to allow this include the 
Co-operative Act no 14 of 2005; the marketing of agricultural products Act, No 47 of 
199; and Land Reform Policies. The support extended to the small  farms was to 
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redress  historical  imbalances  but  according  to  Mdlulwa,  “While  the  government 
support to small scale farmers . . .  had all the good intensions of addressing the  
previous imbalances, it however resulted in unintended consequences. It created a  
dependency syndrome, where farmers keep on coming to the government every  
year demanding financial  support.  Despite all  the government support,  very few  
farmers have succeeded . . . .”.  Table 1 shows the new approaches to supporting 
disadvantaged small emergent farmers compared to what the commercial farmers 
used to get before democratisation. 

Table 1: SOUTH AFRICA – contrasts in public support to agriculture 
between historical large-scale agriculture and post-liberalisation small-
scale emergent farmers

Type of 
Public 

Support

Extended to
Large-Scale farmers BEFORE 

1990s Liberalisation
Emergent Small farmers AFTER 

1990s Liberalisation

Loans a. Just  prior  to  1970  farmers 
could  receive  loans  from  the 
Land  Bank,  at  a  subsidised 
interest  rate.  Direct  government 
support  could  also  be  seen 
during the 1980s;

a. Micro Agricultural Financial 
Institutions of South Africa 
(MAFISA) - (Annual Budget R0.5 
bn). Provides financial support 
(despite perceived high/unknown 
risk), while the Land Bank continues 
to deal with the large commercial 
sector.

b. Farm Equity Schemes (FES) 
- (Annual Budget R0.9 bn): 
Government has invested over 
R500m in FES since inception in 
1996. A further R900m is earmarked 
2011/12. 

Production 
loans

b. crop production loans worth 
R470mn,   issued  drought  relief 
worth R120mn;

-

Subsidies 
to 
counteract 
calamities 
(e.g. 
drought)

c. government  intervened  by 
providing farmers with subsidies 
in response to drought and other 
climatic  changes  of  the  late 
1920s and late 1930s;

-

Other, 
more 
routine  
subsidies

d. subsidies  to  convert  maize 
fields  on  marginal  land  into 
planted pastures;

-

Cushioning 
or 
protection 
from debt 
burdens

e. debt consolidation subsidies 
(that  added  up  to  R344mn 
between 1981 and 1987). 

f. Also paid interest on consolidated 
debts and the state also stood as 
a guarantor of consolidated debts 
to the value of R900mn;

-
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Table 1 (continued):

Guarantee
d prices 
irrespectiv
e of market 
signals

g. guaranteed  prices  on 
farmers’  produce  irrespective  of 
prevailing  market  conditions 
(establishment  of  the  Marketing 
Boards  under  the  Marketing  Act 
of 1968).

-

Other

-

c. Ilema/Letsema campaign 
(Annual Budget R400mn but 
average so far R115.3 mn). A 
national effort to ensure that no land 
lies fallow and for communities to 
use it to fight poverty, hunger, and 
food insecurity.

d. Recapitalisation Programme 
(Annual Budget R450mn: tractors 
worth R50m per province to be 
distributed during 2011/12.

e. Comprehensive Agricultural 
Support Programme (CASP) - 
(Annual Budget R630 mn). To 
complement Land Reform for 
Agricultural Development (LRAD) 
land distribution. Gives post 
settlement support to bridge land 
reform with agr development.  

The policy environment for public agricultural funding in Zambia seems to motivate 
the status quo of ensuring a positive contribution to rural livelihoods, food security 
and poverty reduction. To support the policy, government has liberalized the sector 
where both domestic and foreign investment is  being encouraged to invest and 
create employment, produce more affordable foods and generate stable agricultural 
output. 

In  Zambia,  more  than  90percent  of  government  funding  for  poverty  reduction 
programmes is devoted to the Food Reserve Agency (FRA) and Farmer Input Support 
Programme (FISP) which is meant “to improve crop productivity and household food 
security among targeted vulnerable and viable households and thereby contribute 
to poverty reduction”. The share going into fixed assets has never risen beyond 
6.3percent  in  the  period  2004-10,  suggesting  conviction  that  support  for 
consumable inputs (and subsidising also food consumer prices) are the best ways to 
support agriculture.
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B.  HIGHLIGHTS OF STUDY FINDINGS

B.1 Regional Summary

It is useful to summarise what came out for all three countries alongside each other 
before presenting each study country’s specifics. On level of total investment or 
funding, for  Malawi  the  available  information  is  limited  almost  entirely  to 
government allocations; for Zambia also. The South African information is the most 
complete and probably captures over 95percent of what is invested - there is data 
on  public  funding  allocations  (focused  on  support  to  emerging  smallholders), 
commercial  private  sector,  and  some  anecdotal  information  on  investments  by 
some financial parastatals. 

The levels of  funding for a recent year (round 2010/2011) are as in  Table 2.  In 
summary, all sources in South Africa invest annually $1,408million; Zambia invests 
from government $201 million and some $194 million commercial private sector (in 
2010); Malawi invests annually some $131.5 million from government only.

The source of investment is important: regrettably the Malawi case study is silent 
(for reported lack of information) on private investments for large and small farms 
alike both by corporate entities (banks, cooperatives, private families/individuals). 
Mention is  made of  commercial  banks involvement in funding commercial  crops 
even at  smallholder  level,  with  data given for  only  one company;  it  is  a  major 
weakness  calling  for  specific  research  attention.  For  Zambia  government  and 
commercial agriculture funding is reported. In South Africa, the rough breakdown is 
that by now the private sector is source for 60percent of agricultural funding (latest 
being about R22 billions), of which Commercial Banks account for some 56percent; 
private persons for about 29percent; and co-operatives for the balance 15percent. 

The attention paid to fixed assets is revealed most fully for South Africa, where the 
total stock is reported (Table 12) but also annual investment, further broken down 
into  types  of  assets  (land/improvements,  machinery  etc).  It  is  unclear  to  what 
extent this covers the minor asset levels of smallholders. For Zambia, smallholder 
equipment asset stocks are reported. The Malawi report mentions types of assets 
bought but gives no values.

The  dominance  of  funding  for  intermediate  consumable  inputs (feeds, 
fertilisers, services etc) came out clearly for all three study countries. A surprise is 
that private sector-dominated South Africa also appears to spend around 88percent 
of funding on these inputs. The South African shares of consumable/intermediate 
inputs costs are practically identical to Zambia’s allocation of some 90percent of 
public  budget  to  FISP  and  FRA.  Indeed,  even  if  South  Africa’s  annual  value  of 
existing stock is added to the value of fresh fixed-asset investment, the ratio of 
expenditure on intermediate/consumable inputs is still  a high 71 percent of total 
investment.  It  is  Malawi,  much publicised for  its  lopsided agricultural  budget by 
allocating  so  much  to  fertlilisers  and  seeds  which  in  fact  budgets  least  for 
consumable inputs – at only around 60-70percent. In fact for Zambia, a recent year 
witnessed costs of the food reserve agency greatly overspend the total agricultural 
budget. There is reference in all cases to rising costs of consumable inputs (feeds 
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for South Africa) but the heavy spending may reflect the reality of farm economics 
in the subregion.

Finally,  the  effectiveness  of  investment  in  meeting  policy  objectives  is  worth 
comment. In the first place, all three countries are able to cover their own staple 
food requirements;  maize for all  three. To different degrees, all  are net maize 
exporters,  with  South  Africa  a  stable  surplus  country  dominating  Africa  in  this 
commodity.  South  Africa  in  addition  has  a  vibrant  agricultural  sector  also  in  a 
number of other commodities.  

Table 2: MALAWI, SOUTH AFRICA AND ZAMBIA - Summary Agricultural 
Funding 

Country Funding in US$9 Notes
Fixed Assets 

stocks
Annual Funding

(about 2010/2011)
Malawi Public budget only
Total K35.5 bn ($131.5 mn)
Input subsidies K20.6 bn ($76.3 mn)

South Africa 
Total stock R234.088bn 

($28.2 bn)
Total: 

Public ongoing 
programmes

- Sub-Total: 
Government = CASP: R1.0bn; 
Ilema/Letsema: R0.4bn; MAFISA: 
R0.5 bn; Recapitalisation 
Programme: R0.5bn; Farm Equity 
Schemes (FES): R0.9bn
Land Bank = R5. 4billion

Mostly goes to 
smallholders and 
common public 
goods services e.g. 
research, statistics 
etc 

Private - Sub-Total: R21.7bn
Commercial banks credit = 
R12.2billion (56%); 
Private persons = R6. 2 billion 
(29%);
Co-operatives = R3.3 billion 
(15%)

Dominated by banks

Fixed Assets R10.867bn ($1.3 bn)* 
Intermediate 
goods & 
services

R79.416bn ($9.6 bn)

Zambia
Total K985 bn ($201.0 mn)
Input subsidies K580 bn ($118.4 mn)
Food Reserve 
Agency

K1208 bn $246.5 mn)

Fixed Assets K7 bn ($14.3 mn)

9 Exchange rates to 1 US$: Malawi = 140; South Africa = 8.3; Zambia = 4,900



32

*   - to which should be added (in any further analysis) the annual worth of prior investment 
in stocks of capital investment. An average depreciation period of 15 years has been 
adopted in speculative analysis, given the combination of fixed assets with rapid turnover 
(such as livestock), medium lifespan (e.g. farm equipment and machinery),  and long life 
(structures and land). This annual accumulated stock would be worth R21.453 bn/year. If 
added to fresh annual investment, the total per year for fixed capital would be equivalent to 
R32.320 bn.
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In terms of  employment and income, both  Malawi and Zambia generally see 
agriculture as a sink for surplus labour and a way to anchor their populations on the 
land  –  Malawi  perhaps  needs  this  most  and  is  largely  managing  to  engage  its 
smallholders through its inputs supply programme. Zambia is more urbanised and 
its farm inputs subsidy probably supports a smaller fraction of the population than 
in  Malawi  but  appears  nevertheless  important.  For  these  two  countries,  some 
questions arise:

a. One question to ask is whether the inputs subsidy route is the most efficient 
among the feasible ways of achieving income and employment objectives;

 
b. A second question is the sustainability of the allocations, (explicitly stated in 
the Zambia case study) given that the produce is often sold at a lower cost that 
it takes to produce – in Zambia’s case through a further subsidy on grain storage 
and distribution;

 
c. A third question, arising from focus on maize in both countries, is whether the 
subsidies  are  not  locking  smallholders  into  low-value  agriculture  and robbing 
them of the ambition to also engage in growing more lucrative crops: if so, the 
subsidies could be a poverty trap and leave for commercial-scale agriculture the 
winning investment opportunities  of the future.

For South Africa, the surpluses and sector vibrancy are reported to apply mostly to 
the commercial private sector which, despite emergence of growing indebtedness, 
remains globally competitive. Yet this sub-sector is fast mechanising and shedding 
jobs in a country where solving unemployment is repeatedly stated to be a prime 
policy objective. A second question is what is highlighted in the case study report: 
the failure of numerous public-sector and a few private efforts to uplift the  
smallholder emerging farmers. The emerging farmers largely remain dependent 
on handouts – a question to ask is whether it is valid approach to expect these small 
players  to  compete in  an open market  where the playing field  is,  by definition, 
uneven. Given the size contrast with commercial agriculture, should focus be only 
on support to farm production or also on market-end interventions so that they have 
space to make money in a level made more equitable through deliberate policy.

Each of the three countries offers more depth on its approaches and investment 
profiles, which is presented in the paragraphs that follow.

B.2 Malawi

       B.2.1 How Much Investment is Taking Place? 
Systematic  records  of  investment  are  not  available  for  Malawi.  Only  for 
government are numbers for allocations available (Table 3);  this shows the total 
budget  and  reveals  not  just  importance  accorded  to  agriculture  but  also  the 
dominance  of  the  FISP  in  the  agricultural  allocation.  The  National  Census  on 
Agriculture and Livestock (2007) reports 71 percent maize seed use and 52 percent 
fertilizer  use.  Annual  government  budget  (2010/11)  was  about  $131  million,  of 
which $76.3 million (nearly 60percent) went to the farm input subsidy programme. 
There  is  no  estimate  of  private  investment  whether  by  banks, 
cooperatives/associations, or farm-owners both large and small.  There is also no 
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record of existing stock of fixed assets. If we take the South African share of 60% 
investment being from private sector but discount the share due to Malawi’s less 
developed financial sector and greater dominance of production for subsistence, we 
can set a share of 30percent. In that case, total annual funding in the country would 
be  about  $220  million,  of  which  therefore  private  sector  would  account  for  (at 
40percent), some $85 million.

     
B.2.2 Who is Investing? 
From  Malawi’s  gross  guesstimate  of  total  investment  and  broad  public/private 
breakdown above, if we assume further that the ratio of private owners to banks + 
cooperatives would be the 15percent of South Africa discounted to take account of 
poorer farmers and smaller commercial farm operations, we could set 10percent 
share in private investment. This would give some $8.5 million annual investment 
by private farms themselves, of which to guess the share of smallholders would be 
one step too far in the complete absence of reference parameters for guesstimating 
their  proportion.  The  rest  would  be  private  investment  by  banks  and  related 
corporate enterprises. To put this in perspective: the Malawi Investment Promotion 
Agency reports that the 2010 private investment pledges  by players from Asia were 
worth US$115.5 million, for all sectors (a 7.4 percent increase from 2009) but the 
bulk  went  into  manufacturing  (33percent)  and  services  (29percent),  agriculture 
registered 21 percent of total investment.  

Among domestic investors, large farming companies do much of their own, but the 
scale is not documented – they have proved reluctant to share information and 
more indirect estimation methods would have to be used.  Many large farms have 
closed down in the past few years – most were in tobacco and the poor returns to 
this have caused a few to diversify (some into value-added processing) and many to 
close shop. What used to be perhaps the largest agricultural conglomerate (Press 
Agriculture) has completely withdrawn from tobacco production and marketing on 
account of high costs of production, especially labour and very low prices. Some 
companies  that  are  still  operating  farms  have  introduced  contract  farming  in 
tobacco,  with  them  providing  inputs  and  finance  to  smallholders.  In  certain 
commodities,  milk  in  the  lead,  notable  investments  occur  under  producer 
associations.  For  example,  dairy  associations  have divided into three by region: 
Central  Regional  Milk  Producers,  Mpoto  Dairy  Farmers  and  Shire  Highlands  Milk 
Producers Association.  

Table   3  : MALAWI - Total Budget Allocation/Expenditure and Shares for 
Agriculture and FISP

Budget Allocation Amounts in MK'billion Aver
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age

2005/
6

2006/
7

2007/
8

2008/
9

2009/
10

2010/
11

2012/
13

Total Government Budget 128.7 153.1 183.8 251.4 268.4 297.1
? 213.8

Of which:

• Allocation to 
Agriculture

15.2 18.5 21 32.2 33.5 35.5 65.0 26.0

• Allocation to Farm 
Input Subsidy 
Programme (FISP)

7.2 9.4 15.7 21.9 22.6 20.6 48.3 16.2

• Agriculture % of 
Total Budget

12 12 11 13 12 12 ? 12

• FISP % of 
Agriculture 47 51 75 68 67 58 74 61

Source: Ministries of Finance and Agriculture and Food Security and author’s (Kumwenda) 
calculations 

Commercial banks in Malawi have traditionally been interested in farming, but with 
focus on cash crops such as tobacco. A good example is National Bank of Malawi 
(the largest bank) whose investment in agriculture is mainly in seasonal inputs (just 
like government) – it focuses on smallholders in the centre and north but on large-
scale  estates  in  the  south  (data  not  available).  The  bank  works  with  produce 
processors who guarantee the loans on behalf of  tobacco farmers. For non-bank 
investment, the rural finance company data suggest that although lending is higher 
than customer savings, the orders of magnitude between the two are not too far 
apart (Table 4).

Table 4: Malawi Rural Finance Company Customer Savings

Year

2005/6 2006/7 2007/8 2008/9 2009/10

Analysis of Customer Loans 

Total disbursed (Million MK) 826.8 521.2 811.6 1721.5 587.1

Number of loan accounts 6,142 3,272 4,625 5,663

Number of loan customers
103,78

2 92,696 43,390 77,319 24,720

Average value of loan/customer 7,950 5,604 18,874 22,357 23,484
Analysis of Customer 
Savings 
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Total disbursed (Million MK) 826.8 521.2 811.6 1721.5 587.1

Customer savings (Million MK) 352.5 345.2 405.9 434.2 489.0
Customer Savings as % of 
Disbursements 42.6 66.2 50.0 25.2 83.3

Number of savings accounts
190,55

6
206,63

2
111,71

8
152,72

5
250,77

5

Average savings per account 1,771 1,727 7,141 2,843 1,950

Source: Kumwenda, Malawi case study
      

B.2.3 What is Malawi Investing Into and For What Purpose? 
As indicated earlier, for government, the major single investment is inputs for yield 
enhancement, with focus on maize. For the private sector, as mentioned above for 
the National Bank of Malawi, investment in agriculture is also apparently mainly in 
seasonal inputs (just like government) – with focus on smallholders in some places 
and large-scale estates elsewhere. There is only limited information on what the 
farm owners invest in.  

      B.2.4  How  Effective  is  Malawi’s  Investment  in  Achieving  More  
Agricultural Development 
                or Other Key Policy Objectives?
Achievement of  maize surpluses after a long period of  reliance on food aid and 
commercial imports is the main success stressed by Malawi and its partners. The 
sustenance of  the rural  economy,  with  employment remaining in  rural  areas,  is 
another.  Such  employment  is  clearly  mostly  from small  farms:  large  operations 
make few jobs – for example, the Asian pledges of $115 million investment were 
expected  to  create  only  3,239  jobs  in  2010  (3,763  in  2009).  Of  late,  fiscal 
sustainability of the subsidies has become problematic: government announced a 
cutback to the scale of the programme in 2011: fertilizer import value decreased 
from MK38.1 billion in 2009 ($27 million) to MK 30.8 billion in 2010 ($22 million). In 
the combined results review for the three study countries, questions were raised 
about locking smallholders into low-value commodities. 

A further question in Malawi, where a large private sector activity has grown up 
around  the  subsidised  inputs  (agro-dealers,  buyers  of  produce,  transporters)  is 
whether the farmer is really the main beneficiary of the government generosity: 
research is needed to show whether these service providers are not in fact getting 
most of the economic gains, with the smallholder farmer being a mere conduit of 
the money and a convenient political excuse for allocating budgets.

Box 1: MALAWI – Field Feedback on Fixed Vs Non-Fixed Capital Flows

The information for Malawi is patchy and ad hoc. The desk study was unable on its own to 
give a good sense of reality; accordingly the Malawi study team carried out a small and 
random check among Lilongwe District Sample Farmers which showed that apart from a 
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number of forms of fixed investment, rather than investing in implements and other fixed  
assets,  the  farmers  appear  to  prioritise  buying  seasonal  inputs  such  as  fertilizers  
-23:21:+4S, Urea and CAN; maize and tobacco seed. And 9 out of 10 farmers hire labour 
either  permanently,  by  season  or  by  activities  or  in  all  the  three  forms.  Half  the 
interviewed  farmers  have  also  invested  in  income  generating  activities.  The  limited 
Lilongwe District Sample Farmers survey also revealed the following anecdotal patterns of 
fixed-capital investment:

a. apart  from  the  hand  hoe  owned  by  all,  farmers  also  purchase  as  tools  and 
equipment: scotch carts, ridgers, tractors, water cans, cars, wheelbarrows and shovels, 
sprayers and bicycles;
b. In matters of fixed capital, they build barns (if they grow tobacco); 
c. Seventy percent rent extra land – average 1.5ha; 
d. They also keep livestock such as cattle (oxen inclusive), goats and pigs, donkeys, 
rabbits and ducks; and
e. An  interesting  observation  is  that  their  fixed  investments  are  not  necessarily  
directly for carrying out farming: instead, they invest in household comfort items such 
as  permanent  houses,  with those growing tobacco with radios,  mobile  phones and 
chairs and sofa sets. 

The  follow-up  field  survey  confirmed  this  and  revealed  that  for  long-term investment 
farmers construct improved houses, tobacco and livestock barns, buy oxcarts, bicycles and 
livestock like oxen to pull the oxcarts, goats, cattle (including for dairy), pigs and poultry 
with chicken being the major livestock type kept. Farmers also buy and rent additional 
land. They hire seasonal labour and short-term (ganyu) labour at peak times. The better- 
off  also  buy  vehicles  like  motor  cycles.  In  one  limited  survey,  the  breakdown  of 
agricultural-only fixed assets owned were as follows:

Asset Numbers Asset Numbers

Chicken 99 Watering can 7

Hoe/big knife 54 Rabbits 2

Goats/pigs 41 Ducks/donkeys 2

Cattle/oxen 35 Sprayer 2

Animal kraal 16 Pickup/car 2

Bicycle 12 Tractor/truck 1

Wheel barrow 10 Ridger 1

Scotch cart 8

Of the annual consumable inputs, those who grow tobacco can usually count on working 
capital support from the companies they contract to sell to.
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Source: Kumwenda, Malawi Case study

B.3 South Africa

       B.3.1 How Much Investment is Taking Place? 
The S. African case study offers the clearest breakdown of investment into fixed 
versus  intermediate  consumables  but  this  covers  the  commercial  sector.  Small-
farmer  breakdown  is  given  from  an  anecdotal  sample,  showing  that  for  the 
emergent farms, South Africa shares data problems with the other two countries. It 
also offers a typology of  agriculture in terms of what type of support  (including 
investment) given types of farming most need (Annex  Table A.0.3) but does not 
break down investment figures by this typology. Government is a relatively minor 
investor and its budget has declined over time (Fig 1).

Looking at both public and private sources of investment, the value of capital assets 
in  agriculture  (very  predominantly  commercial  scale)  as  at  30  June  2011  was 
estimated  at  R234.132bn  as  against  R220.908bn  at  the  end  of  June  2010—an 
increase of 6.0percent. The total increase in fixed assets investment during 2010-
2011 was R13.2 bn. Annual (fresh) investment into fixed capital is reported at about 
R10.9 bn in 2009/10. As indicated in the footnote to Table 2, to this can be added 
the annual worth of accumulated prior investment in stocks of fixed capital. If we 
assume an average depreciation period of 15 years for all fixed capital, the annual 
average  of  accumulated  fixed  capital  stock  would  be  worth  R21.453  bn/year.  If 
added to fresh annual  investment,  the total  per  year  for fixed capital  would be 
equivalent to R32.320 bn. This investment, which is predominantly in commercial 
farms, is associated with their relatively rapid mechanisation and land consolidation. 
Small farms are investing much less in absolute terms and hardly affect the totals. 

Expenditure on  intermediate goods and services during 2010/11 is  estimated at 
R79.416bn, which represents a rise of 10.4% from R71.955bn in 2009/10. Large 
increases occurred in expenditure on dips and sprays (20.5%),  packing material 
(20.2%),  farm  services  (18.5percent)  and  seed  and  plants  (18.0percent).  The 
subtotal expenditure on consumables and services had risen from R 71.96 bn in 
2009/10.  Thus  in  2010/11,  the  total  annual  expenditure  on  fresh  fixed  and 
consumable investment was R90.28 bn; the gross ratio of consumable inputs and 
services in this total was therefore worth 88percent; if depreciation of accumulated 
fixed capital was considered, this ratio would fall to 71 percent.

       B.3.2 Who is Investing? 
In South Africa the private sector accounts for about 60percent of total investment 
in agriculture. About 70 companies that are members of the Agricultural Business 
Chamber (ABC) have a turnover of R150bn per year, of which only about 5percent is 
invested  outside  the  country.  The  membership  includes  agricultural  divisions  of 
Commercial  Banks,  agricultural  insurance  companies  and  agricultural  industry 
companies at large.  It appears that these “investors” do not establish own farms or 
secure equity in agriculture; they only in reality provide loan finance to family or 
corporate farms so the real investors are the farm owners. 
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By the  early  2000s,  commercial  banks emerged as  the largest  source  of  credit 
finance to the commercial agricultural sector (R12.187billion), followed by private 
persons (R6.247 billion), the Land Bank (R5.447billion) and co-operatives (R3.264 
billion). In fact, Mdlulwa reports that official records as early as 1980 indicate that 
the commercial banking sector has been in the lead followed by the Land Bank. 
However, there was a period when Land Bank was clouded by maladministration 
and corrupt activities of the senior ranking officials. This resulted in the bank losing 
business to the competition and between the periods 2005 to 2007, the agricultural 
cooperatives  were  the  second  in  agricultural  funding  following  the  commercial 
banking sector. From 2008 to date the Land Bank client base has improved and they 
are currently occupying the second position. 

Four  commercial  banks are  actively  lending for  investment in  agriculture – they 
provide  venture  capital  to  new  businesses  and  are  involved  in  agricultural 
development support programmes of organised agriculture. Most of their activity 
and funding obviously goes to commercial-scale farming and value-chains but, in 
addition,  there  is  expressed interest  in  also  associating  with  emergent  farmers, 
examples of engagements being (see also Box 2):

a. Participation in government's share equity schemes – many intended to help 
uplift emerging farmers; 
b. One bank has established a Black Business Incubator Fund; 
c. One bank has established a mechanism in which emerging or commercial 
farmers  with  little  or  no  farming  and  farm  management  experience  will  be 
assessed and integrated into its main client base in terms of:
d. savings mobilisation and access to various financial products; 
e. involvement in credit guarantees for those people who would otherwise not 
access loans from financial institutions due to lack of collateral; 
f. building capacity and improvement of skills; 
g. organisation  of  study  groups  in  various  areas  –  done  jointly  with  input 
suppliers, insurers, cooperatives and development agents.

With  the  deregulation  of  the  agricultural  sector,  a  number  of  cooperatives 
converted  to  companies.   Converting  a  co-op  to  a  company,  subject  to  the 
provisions  of  the  Companies  Act  rather  than  the  Cooperatives  Act,  invariably 
involved a change of ownership. A number of Industry Trusts (e.g. the Wine Industry 
Trust, the Maize Trust, the Red Meat Trust) and commodity groups (e.g. Potato SA, 
Grain SA, National Wool Growers Association) were established as a device to hold 
the assets of the respective Control Boards after their abolition in 1998, and many 
of these have been charged with the responsibility to provide support to emerging 
farmers in those industries (in addition to funding research, information and generic 
advertising).

There  is  also  important  sub-set  private  investment in  agriculture  by  farmers 
themselves. This occurs in both commercial and smallholder farming. With regard to 
the  latter,  a  number  of  whom  Mdlulwa  interviewed,  about  90percent  of  those 
interviewed go for raising beef cattle as they perceive this enterprise to be less risky 
and  is  also  easily  manageable,  with  fewer  costs  to  incur  compared  to  crop 
production.  For  smallholders,  apart  from securing  funding  from the  government 
support programmes and the formal financial system, many also seek some self-
financing, such as buy and sell activities. These farmers buy sheep from auctions 
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and  sell  them  to  individuals,  catering  companies  and  burial  societies  at  the 
townships. They use the buy and sell proceeds for household activities while farm 
proceeds are used to expand farm activities. Farmers who were involved in other 
form of businesses before farming seem to thrive and adjust better compared to 
those without previous business experiences.

South  Africa’s  government  investment  in  agriculture,  measured  as  the 
budgeted amounts for the national departments of agriculture (the Department of 
Agriculture, Forestry and Fisheries – DAFF) plus the agricultural budgets of the nine 
provinces,  amounted  to  R2.8bn  in  1998.  In  real  terms,  this  was  a  significant 
decrease - only 46percent of the budget of the department of agriculture plus that 
of the budgets of the former homeland departments a decade earlier in 1988. In the 
past three decades South African commercial agricultural sector has been receiving 
progressively reducing government support. 

The following major government programmes, currently set up to accelerate 
and improve crop production among emergent farmers have a total annual 
budget approximating R 2.93 billion;10 some are listed in Table 5 they are focused on 
promoting emerging farmers:

a. Ilema/Letsema  campaign  (Annual  Budget  R400mn  but  average  to  date 
R115.3 mn);

b. Agricultural Financial Institutions of South Africa (MAFISA) - (Annual Budget 
R450 mn); 

c. Recapitalisation Programme (Annual Budget R500 mn);
d. Comprehensive  Agricultural  Support  Programme  (CASP)  -  (Annual  Budget 

approaching R1 billion but average to date R633 mn); 
e. Farm Equity Schemes (FES) - (Annual Budget R900 mn) - bout 80 of the 100 

or so existing FES are located in the Western Cape; and
f. “Land Care” – annual budget R 050.9 mn.

Table 5: SOUTH AFRICA - Annual Budget Allocation Per Programme 
(R’000)

Governmen
t 

programme 2007/2008 2008/2009 2009/2010 2010/2011 Total

Letsima 0 96000 50000 200,000 346000

CASP 415000 538128 715394 862365 2530887

Land care 46725 51003 51417 54502 203647

Total 461725 685131 816811 1116867 3080534

g. Source  : DAFF, 2012

Box 2: SOUTH AFRICA - Examples of Activities of Banks in Agricultural 
Development

10 For perspective, the Land Bank, which is a government entity, invests about R5.4 
billion annually but largely into commercial farms.
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a. Corporation and Equity Africa, which provide venture capital to new businesses. New 
Farmers has been in operation since March 1995. It is a private equity/venture capital 
investor and catalyst in agribusiness with an empowerment and transformation focus. 
The several of the major banks are shareholders in New Farmers.

b. Involvement  in  agricultural  development  support  programmes  of  organised 
agriculture, e.g. Grain SA's Foundation for Farmer Development.

c. Participation  in  government's  share  equity  schemes  e.g.  Bokosini  Farms 
(Machadodorp) under Sizanani Trust; The British American Tobacco small maize farmer 
scheme in Eastern Cape and the Taurus/PREBAC emerging farmer scheme; Loutow in 
Vredendal, Anytime Investments in Paarl and Mdluli Trust in Mpumalanga.

d. One bank has established a Black Business Incubator Fund - for equity participation 
or a combination of debt and equity - focus is on small and medium business. Initial 
investment  in  this  fund  is  R250mn  with  R25mn  allocated  for  the  pilot  phase. 
Agribusinesses will not be excluded from this fund.

e. Some banks are making available simple computerised budgeting systems to the 
farmers  at  minimal  costs.  Cash  flow  programmes  are  also  made  available  on  line 
through the Internet.

f. Relations have been developed with Africare South Africa, the institution involved in 
credit guarantees for those people who would otherwise not access loans from financial 
institutions due to lack of collateral.

g. In some banks Black commercial farmers are integrated into all areas of the banks 
operation, namely pre-plant crop finance, short and long term credit in the grain and 
livestock sub sectors. In a bid to build capacity and improve on skills, study groups are 
being  organised  and  held  in  various  areas.  These  are  organised  jointly  with  input 
suppliers,  insurers,  cooperatives  and  development  agents  from  non-governmental 
organisations and academic institutions.

h. One bank has established a mechanism in which emerging or commercial farmers 
with  little  or  no  farming  and  farm  management  experience  will  be  assessed  and 
integrated  into  its  main  client  base  in  terms of  savings  mobilisation  and access  to 
various  financial  products.  This  is  being  initiated  through  Grain  SA's  Foundation  for 
Farmer Development (FFD).

Figure 1: SOUTH AFRICA - Trends in Department of Agriculture Funding 
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Source:  Mdlulwa  (S.African  Case  Study  –  quoting  Department  of  Agriculture, 
Forestry and Fisheries (DAFF), 2012)

There are also  ad hoc interventions to respond to felt needs, for which DAFF sets 
aside funds. Recent examples include: the DAFF 2011/12 budget allocated R124mn 
for  interventions to  improve water  reticulation,  refurbishment  and installation of 
irrigation systems and other sub-surface drainage canals in agricultural areas across 
the country. DAFF is also funding some small infrastructure projects at total cost of 
R1.2bn  (including  R28mn  for  fences  to  manage  the  spread  of  foot  and  mouth 
diseases, R7mn to drill and fit boreholes for agricultural purposes).

       B.3.3 What is South Africa Investing Into and For What Purpose? 
South Africa has built up a substantial fixed-assets base in commercial agriculture: 
commercial  agriculture  dominates  the  following  figures  -  land  and  fixed 
improvements constituted R138.088bn, machinery and implements R42.783bn and 
livestock  R53.261bn  of  the  total  value  of  capital  assets  (Table  6).  The  gross 
investment in fixed improvements for the year ended 30 June 2011 increased by 
0.9percent  to  R4.009  bn.  In  the  case  of  machinery,  implements  and  vehicles, 
investment  increased  by  5.5percent  and  amounted  to  R6.858bn.   Mdlulwa’s 
interview with a key bank agriculture manager revealed that there is an increasing 
trend by commercial  farmers (but  also a few of  small  scale  farmers)  to  include 
recreational activities in their farms as another source of income. Farmers have built 
bed  and  breakfast  as  well  as  guest  houses  in  their  farms.  Even  though  not 
substantiated, it is also believed that farmers are also venturing in properties such 
as buying and leasing of apartments – all – this brings in new types of fixed assets 
as well as intermediate input expenditures.
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Table 6: SOUTH AFRICA - Gross Capital Formation in Agriculture (R’million)

Year
Fixed 

Improvements

Tractors, 
machinery and 

implements

Change in 
livestock 
inventory Total

2005 3065.2 3649.2 31.7 6746.1

2006 3245.9 4581.1 29.2 7856.2

2007 3557.1 4738.4 822.1 9117.6

2008 3756.2 7808.2 -31.2 11533.2

2009 3937 6940.7 619.1 11496.8

2010 3989 5924.5 -360.1 9553.4

2011 4056.7 8099.2 -17.5 12138.4

Total 25607.1 41741.3 1093.3 68441.7

Source: DAFF, 2012

South  Africa’s  expenditure  on  intermediate  goods  and  services during 
2010/11 is estimated at R79.416 bn (Table 7). The gross annual funding for both 
fixed and consumable items can be derived from adding annual  expenditure on 
capital assets [some R 10.867 bn (Table 8)] and that on intermediate goods and 
services (some R 79 416) to a combined total of R 90.283 bn. This suggests that in  
South Africa, some 88percent of annual agricultural spending goes into consumable 
inputs and services - 71 percent if annual share of accumulated fixed capital stock 
value is considered. This is significant in that even without deliberate government  
intervention, South Africa’s market forces appear to dictate greater expenditure on  
consumable inputs that on fixed assets, just like in Malawi and Zambia. The orders  
of magnitude are not far from allocation for consumables in Malawi and Zambia:  
against South Africa’s ratio of 71 or 88percent, Malawi’s is and about 60-70percent  
while Zambia’s is 90percent or more. The ratio is high in both but no explanation 
can  be  offered  for  South  Africa  also  having  a  higher  ratio  of  non-fixed-asset 
expenditure despite its agriculture being dominated by large-scale capital-intensive 
farms while those of Malawi and Zambia are smallholder dominated. 

Among consumable good and services,  expenditure on farm feeds remained the 
biggest expenditure item accounting for 22.5percent of total expenditure, followed 
by  14.4percent  for  fuel,  12.9percent  for  farm  services  and  10.6percent  for 
maintenance and repairs of machinery and implements. The speed of expenditure 
increase in South Africa was slower for fixed assets (6percent on the year 2010/11) 
compared to 10.4percent from R71.955bn in 2009/10. For intermediate goods (i.e. 
consumables),  particularly  large  increases  occurred  in  expenditure  on  dips  and 
sprays (20.5percent), packing material (20.2percent), farm services (18.5percent) 
and seed and plants (18.0percent). Expenditure on farm feeds remained the biggest  
expenditure  item,  accounting  for  22.5percent  of  total  expenditure,  followed  by 
14.4percent  for  fuel,  12.9percent  for  farm  services  and  10.6percent  for 
maintenance and repairs of machinery and implements.
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Table 7: SOUTH AFRICA - Value of Certain Intermediate Production 
Goods Purchased (R’million)
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Year

Value of intermediate goods and services purchased

Packing 
material

Fuel Fertilizer
s

Stock 
and 

poultry 
feed

Dips and 
sprays

Total

2005/06 2 651.9 5 074.0 3 259.9 12 049.3 2 981.1 42 
694.2

2006/07 2 731.5 6 045.0 4 377.8 13 438.5 3 164.6 47 
830.8

2007/08 3 190.9 8 387.2 7 594.6 14 111.6 3 591.4 57 
378.6

2008/09 3 843.3 12 075.1 7 060.2 15 263.1 4 421.5 67 
646.6

2009/10 4 573.5 11 599.6 5 867.9 16 508.5 5 308.3 71 
955.2

2010/11 5 495.5 11 414.0 5 653.7 17 855.6 6 330.8 79 
243.9

Total 22 486.6 54 594.9 33 814.1 89 226.6 25 797.7 366 749.3

Table 8: SOUTH AFRICA – breakdown of fixed assets and annual 
investments 2010-2011 example

Expenditure or Asset
Value (Billion Rand) as 

of:
Change

End 
June 
2010

End June 2011 Billion 
Rand

%

Value %
1.1 Value of capital assets in 
agriculture, of which:

220 .
908

234.132 100 6

1.1.1 Value of Land and fixed 
improvements

138.088 59.0

1.1.2 Value of machinery and implements 42.783 18.3
1.1.3 Value of livestock 53.261 22.7
1.2 Total annual investment in fixed 
assets, of which:

10. 
867**

1.2.1 Gross investment in fixed 
improvements

4.009 0.9

1.2.2 Gross investment in machinery, 
implements and vehicles

6.858 5.5

Ratio: annual inv in fixed improvements to 
Gross Fixed Assets value (1.2.1/1.1)

1.7%

Ratio: annual invest in improvements to 
gross value fixed improvements 
(1.2.1/1.1.1)

2.9%

Ratio:annual invest machinery etc to  
gross value machinery etc (1.2.2/1.1.2)

16.0%

2.1 Expenditure on intermediate 
goods and services during 2010/11, 
of which: 

71.955 79.416 100 10.4

2.1.1 Expenditure on farm feeds 22.5
2.1.2 Fuel 14.4
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2.1.3 Farm services 12.9
2.1.4 Maintenance & repairs of machinery 
& implements

10.6

3.1 Ratio of expenditure on 
Intermediate goods & services to 
Total Value of Fixed Assets (i.e. 
2.1/1.1)

33.9

4.1 Ratio of annual investment in 
fixed assets to annual expenditure on 
both intermediate goods and services 
and fixed assets (1.2/2.1+1.2):

88**

** assumed to be a total of only 1.2.1 and 1.2.2 but as indicated in the footnote to Table  
2, to this can be added the annual worth of accumulated prior investment in stocks of 
fixed capital.  If  we assume an average depreciation period  of  15 years  for  all  fixed 
capital, the annual average of accumulated fixed capital stock would be worth R21.453 
bn/year. If added to fresh annual investment, the total per year for fixed capital would be 
equivalent to R32.320 bn.

For  emergent small farmers, using the field surveys it was discovered that the 
type of the enterprise, and size of the land, have an influence on deciding on the 
type of capital  formation. In the first place, as stated elsewhere, for smallholder 
farming,  preference  is  for  livestock rearing,  which is  considered  less  costly  and 
complicated.  For  such small  stockholders,  alongside purchase of  livestock,  other 
fixed assets include: tractors, small box-body vans (bakkies) and farm implements 
to produce pastures for supplementary feeding (Table 9). The field survey on small 
emergent farmers established that those involved in livestock tend to invest more 
on production capital in terms of pasture establishment and veterinary consumables 
while  farmers  involved  with  crops  tend  to  invest  more  on  implements  and 
machinery. The expenditures on fixed and other assets can be tabulated for ease of 
reference as in Annex Table A.0.4 but also in Annex Table A.2.4. The average picture 
emerging (although admittedly the sample was inadequate) was as follows for the 
small-scale  emergent  farmers’  fixed asset  investments for  2005-2011,  for  which 
Table 9 gives details. It would appear that the land and improvements on it get top 
priority, followed by machinery.

Fixed investment 
objective

% of total 
fixed 

investment

Rank of 
Priorities

Notes

Land + Improvements 
(e.g. structures, 
irrigation works))

52.8 1 Top priority land itself; then farm 
houses, water reticulation and 
fencing in descending order. 
Kraals come last.

Machinery 24.8 2
Of which:

• Onfarm machinery 13.5
Greatly dominated by tractors; 
second by ploughs then planters.

• Processing 1.5 Dominated by hammermills, 
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machinery second by milk tanks.

• Other machinery 13.3
Almost all for “bakkies”(box-body 
mini-trucks.

• Spares 
0.5 -

Farm Stock (livestock 
etc) 

22.4 3 Almost all for beef cattle.

TOTAL fixed 
investment

100 - No reference made to household 
equipment such as audio-visual 
and other electrical/electronic 
apparatus.
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Table  9: SOUTH AFRICA - Value of Capital Assets by 20 Small Scale 
Farmers

(A small sample of 30 farmers was interviewed; 20 farmers gave the 
results of this table)  

Type of Asset
Value of Capital Asset (Rand)

2005 2006 2007 2008 2009 2010 2011

2005-
11

Total
Machinery - 
onfarm

4100
0 0

3250
0

1050
00

7500
0

10800
0

20800
0 569500

Tractor 30000  30000
9000

0 70000 90000
19000

0 500000

Planter 6000   
1500

0   18000 39000

Plough 5000  2500  5000 18000  30500
Onfarm 
machinery % of 
total fixed 
investment 15.0 0 9.7 35.8 4.4 66.4 34.1 13.5
Machinery - 
processing

2500
0 0

1400
0

1200
0 0 26000 0 67000

Hammer mill   10000   13000  23000

Trailer   4000   3000  7000

Milk  tank 25000   
1200

0    37000
Processing 
machinery % of 
total fixed 
investment 9.2 0 4.2 4.1 0 16.0 0 1.5
Other 
machinery 

1220
00

1080
00 8000

1220
00 8000 10000 21000 561000

Bakkie
12200

0
1080

00 8000
1200

00   
18000

0 538000

Offset    2000 8000 10000 3000 23000
Other machinery 
% of total fixed 
investment 44.7 30.7 2.3 41.6 0.4 7.5 3.4 13.3

1. S/Total all 
machinery - 
Rand

1880
00

1080
00 54500

2390
00 83000

14400
0

22900
0

104550
0

Onfarm 
machinery % of 
total fixed 
investment 15.0 0 9.7 35.8 4.4 66.4 34.1 13.5
Spares 20000       20000
Spares - % of 7.3 - - - - - - 0.5
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total fixed 
investment 

2. Farm Stock
8500

0
4720

00
23000

0
4000

0 0 18600 97000 942600

Beef cattle 85000
4000

00
23000

0
4000

0  18600 57000 830600

Sheep  
7200

0     40000 112000
Farm Stock % of 
total fixed 
investment 31.1 55.3 68.8 13.6 0 11.4 16.1 22.4
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Table 9 (continued):

Type of Asset
Value of Capital Asset (Rand)

2005 2006 2007 2008 2009 2010 2011

2005-
11

Total
3. Land and 
Improvements 
(structures) 0

2720
00 50000

1400
0

16150
00 0

27500
0

222600
0

Farm     
10000

00   
100000

0

Farm House     
50000

0  
21000

0 710000

Kraal       65000 65000

Fencing  
2200

0  
1400

00 15000   177000

Water reticulation  
2500

00 50000  
10000

0   400000
Land + 
Improvmts % of 
total fixed 
investment 0 31.9 14.9 4.7 95.1 0 45.8 52.8

TOTAL
2730

00
8520

00
33450

0
2930

00
16980

00
16260

0
60100

0
421410

0

For small-scale crop farmers, implements and machinery seem to be the priority. 
Relying on hiring services mostly results in late planting which normally results in 
poor  yields.  A  farmer  may  be  fortunate  to  plant  in  time  but  may  still  have 
challenges  during  harvesting  where  it  was  indicated  that  while  waiting  for 
commercial  farmers to finish their harvesting before hiring the machinery out to 
black farmers, predators such as birds feed on the harvest such as sunflower seeds. 
As a result by the time of actual harvesting the quantity and the quality of the yield 
has  been  compromised  this  eventually  results  in  reduced  farm  income.  The 
emerging farmers mostly afford to buy second hand machinery which mostly has 
high  maintenance  costs  as  a  result  livestock  farmers  prefer  to  invest  more  on 
production  capital  and  where  possible  use  an  option  of  hiring  services  for 
machinery. 

       B.3.4 How effective is South African investment in achieving more  
agricultural development
                 or other key policy objectives?
On the African continent,  South Africa is an acknowledged leader in agriculture. 
While its level of surpluses may be diminishing (especially in staples) and it lacks 
ecological capacity to ever satisfy own beef needs, it is generally seen as having a 
vibrant  agricultural  sector.  Investments  in  the  commercial  subsector  can  help 
explain yield increases over time:  Mdlulwa reports that between 1981 and 1989 
productivity grew rapidly at an annual 3.98percent due to mechanisation and use of  
fertilizer, herbicides, pesticides, etc.  Thus, while in 1985 the productivity of maize  
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was 1.7 tons/ha,  by 2007 it  had grown to  2.5tons/ha and that  of  wheat  during 
corresponding years went from 0.85 tons/ha to 3 tons/ha respectively. Mdlulwa does 
not attempt to apportion credit for the gains in performance between investment 
and  other  factors  or  (within  investment)  between  fixed-capital  versus  inputs 
expenditures.

The consolidation of commercial farms into even larger units is an adaptation to 
global competition but also internal policy changes from liberalisation, application of 
labour laws to farming etc as elaborated by Mdlulwa.  As presented in the country 
profile,  much  less  successful  are  the  emergent  small  farmers,  who  remain 
dependent on public support and have severe problems of competing in the market 
with the giants.

Agricultural job shedding is probably the most important failure of investment to 
correct a leading policy challenge. The emergent-farmers initiatives were launched 
largely to assist in this, apart from food security. Nevertheless, unlike in Malawi and 
Zambia, maintaining large numbers of rural people employed cannot be a policy 
objective in the urbanised country.

B.4 Zambia

        B.4.1 How Much Investment is Taking Place? 
In  Zambia,  the case study provides no significant information about volumes of 
private investment into agriculture; finding information is reported to have been 
extremely difficult. The available information, exclusively on public funding, gives 
Government  budget  allocations  and  sometimes  also  disbursement.  Other  public 
funds come from Development Partners  which come increasingly  in  the form of 
direct budget support to Government; it is assumed that they are already included 
in budget figures. Where “agricultural funding” is mentioned, the amounts cover all 
allocations both to the Ministry of Agriculture and to agricultural sector programmes 
implemented by other ministries, departments and public bodies. 

Table  10 summarises  budget  allocations  since  2004  for  all  government,  with 
agriculture highlighted – both have shown steep increase. Trends in the share of 
Zambia’s  public  resources  allocated  to  agriculture  rose  in  real  terms  from 
5.0percent in 2005 to 7.65percent in 2009. The public allocation to the sector has 
increased by 70 % (real terms) and 173 % (in nominal terms) from 2005 to 2009.

Sikombe  believed  that  the  two  major  likely  factors  contributing  to  the  current 
structure of public funding, allocations and disbursement to the agriculture sector 
were a) the limited financial resources, and b) the desire by Government to continue 
playing  a  role  in  agricultural  production  and  marketing.  The  main  action  of 
government  is  currently  the  Fertilizer  Input  Support  Programme (FISP)  which  is 
meant “to improve crop productivity and household food security among targeted 
vulnerable  and viable  households  and thereby contribute  to  poverty  reduction”. 
However,  Sikombe  believes  that  the  performance  of  the  subsidy  programme in 
Zambia has been less than expected – that the FISP has in fact only helped to 
create an inefficient production and marketing system that is leading to reduced 
participation by the large scale farmers and the (commercial) private sector in the 
maize sub-sector.
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        B.4.2 Who is investing (corporate or individual)?
Zambian data on public funding have been given earlier,  as has information on 
fixed-asset  investment  by  small-medium scale  farmers  that  was  extracted  from 
household  surveys.  A  relative  gap  remains  on  commercial  private  sector,  an 
indicative picture of which is in Table 11.  Sikombe mentions that for this segment 
of  private  agriculture,  foreign  direct  investment  (FDI)  has  generally  been 
increasing over the period in contrast to local investments, which have been both 
low  and  erratic.  There  is  limited  data  available  which  can  be  used  to  give  an 
indication on whether there is more corporate investment in Zambia compared to 
individual investment. However, the data in Table 7 below suggest that much of the 
private sector investment is foreign rather than domestic.  In 2004, for instance, 
over US$300 million was invested in the agricultural  sector by foreign investors 
compared to aboutUS$3 million by local ones.
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Table 10: ZAMBIA - Budget by priority area (ZMK’ Billion)
Budget Priority Year 2004-

2010
2004 2005 2006 2007 2008 2009 2010

Total Government 
budget: 

11,18
4 9,779

10,19
0

12,03
4

13,76
1

15,27
9

20,53
7

92,76
5

   Of which 
-    domestic 8,299 6,947 7,904 9,678

11,29
5

12,74
0

17,77
4 74,639

   -    foreign aid 2,884 2,832 2,286 2,356 2,466 2,539 2,763 18,126
Total Allocation 
to agriculture: 240 347 611 1,019 787 1,074 985 5,063
Of which:

- for fixed 
assets 12 9 6 24 26 68 7 150

   -     for FISP 90 140 187 199 431 558 580 2,185
- for FRA 47 59 327 205 80 198 1,204 2,121
- for other 91 139 91 591 250 250 -806* 607

Share fixed 
assets in agric 
budget (%)

5.0 2.6 1.0 2.3 3.3 6.3 0.7 3.0

Notes: FRA allocation was overspent in 2010 by K806 billion over and above the original 
budget allocation.

Table 11: ZAMBIA – Commercial Agriculture Investment Estimates 2005 – 
2010 (US$)

Year Foreign Domestic Total
2005 31,455,227 730,891 32,186,118
2006 60,908,995 NA NA
2007 63,301,687 NA NA
2008 46,027,671 10,000,000 56,027,671
2009 308,626,470 2,900,888 311,527,358
2010 194,000,000 NA NA

Source: Zambia Development Agency: NA = Data Not Available

       B.4.3 What is Zambia investing into and for what purpose? 
More  than  90percent  of  Zambian  government funding  for  poverty  reduction 
programmes is devoted to the Food Reserve Agency (FRA) and Farmer Input Support 
Programme (FISP) which is meant “to improve crop productivity and household food 
security among targeted vulnerable and viable households and thereby contribute 
to poverty reduction”.  Table 10 places agricultural (including FISP/FRA) funding in 
total budget perspective. Government motivations for funding are that continued 
involvement in the agricultural sector is among the investments that can deliver 
economic growth and, thereby, support the rural poor in meeting their rising need 
for food and other requirements and can reduce poverty and hunger. Zambia is also 
reacting vigorously to concern about livestock diseases. Accordingly, government 
has over the last few years spent over K80 billion setting up disease-free zones  (so 
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far targeted in Southern,  Western and Central  provinces of  the country that are 
among the highest producers of livestock in the country). 

While the increase in total agricultural funding has been considerable, public budget 
flows into fixed capital formation has remained relatively insignificant during the 
period. During the review period, only about 1percent on average of the total public 
funding to the crops sub-sector was spent on capital investment.  The share going 
into fixed assets has never risen beyond 6.3% in the period 2004-10 as shown in  
Table 10, suggesting conviction that support for consumable inputs (and subsidising  
also food consumer prices) are the best ways to support agriculture.  The public 
expenditure in agriculture has remained skewed towards programmes that do not 
build fixed assets, such as the Fertilizer Support Programme (FISP) and the Food 
Reserve Agency, which together accounted for between 50-70% of Zambia’s total 
agriculture allocation during the period. Figure 3 shows the average share of public 
capital investment into the crops sub-sector in relation to other input costs from 
2005 to 2010. 

Figure 3: ZAMBIA – Public Investment into Crops Subsector – to Illustrate 
low Attention to Fixed Assets

Personnel 
Emolument

6%

Goods and 
Services

46%

Capital 
Allocation

1%

Subsisidies 
Grants and 

Social 
Benefits

45%

Other
2%

Source: Sikombe

For Zambia’s  large private agriculture enterprises, foreign direct investment 
(FDI) has generally been increasing over the period in contrast to local investments, 
which have been both low and erratic. During the period 2005 to 2010, for both 
international, most funding went into crop production. Poultry rearing is also gaining 
some significance as an area of investment in agriculture. Using the available data, 
Table 12 gives a representation of fixed-asset value for the commercial (large-scale) 
private sector. The estimates came from data for a few large scale farms (but all 
from  one  Group  of  Companies)  which  was  applied  to  get  an  indication  of  the 
direction of capital formation by this category of farmers. The total purchase price 
(without discounting for depreciation) of various agricultural assets for each of the 
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years from 2007 to 2010 was adopted as a proxy measure for this group of farmers 
to give the figures in the table.
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Box 3: Fixed Capital Formation in Zambian Agriculture

In Zambia, the Central Statistical Office states that gross fixed capital formation (GFCF) 
is  not  disaggregated  by  economic  sector  but  is  estimated  at  national  level  using 
indicators such as imports of machinery and the level  of construction (using cement 
sales as an output indicator). Thus the GFCF for agriculture alone cannot be reported. As 
qualitative observations, one can note that:

a. Public  budget  flows  into  fixed  capital  formation  has  remained  relatively 
insignificant  during the period -  on average,  only  about  1percent  of  the  total 
public funding to the crops sub-sector is spent on capital investment during the 
review period; 

b. On the contrary,  public  investments in consumable inputs  such as  goods and 
services as well as subsidies and social benefits account for a large proportion of 
the share of public expenditure in agriculture - the Fertilizer Support Programme 
and  the  Food  Reserve  Agency  alone  together  accounted  for  between  50-
70percent of Zambia’s total agriculture allocation during the period; and 

c. From a different effort,  estimating capital  formation for smallholders based on 
their own savings during the period under review was feasible in terms of the 
expenditure on equipment (not farm structures) (see Tables 13 and 14) which are 
quite  instructive  about  the  desire  of  small/medium  farmers  to  make  non-
consumptive investment in equipment they value. The dataset is silent on farm 
improvements such as buildings and other structures. 

Source: Adapted from Sikombe, national case study.

Table 12: ZAMBIA – Estimates of Fixed Assets for Commercial Agriculture

Year Value of Assets (ZK billion)
For the Year Cumulative

2007 33 33
2008 29 62
2009 8 70
2010 41 111

The small-medium scale farmer also appears to place value on fixed assets and, 
in fact, the value reported below have similar orders of magnitude (smallholders are 
close to two times the worth of commercial  assets) to the totals for commercial 
agriculture11. As Sikombe says, “There is strong evidence of capital formation by the  
small-scale  farm  households  in  Zambia.   The  rise  in  the  number  of  several  
agricultural assets across the country (such as trucks and lorries, hammer mills,  

11 Sikombe reports that from the 2009/2010 agricultural season, conducted by the Ministry 
of Agriculture and Cooperatives in conjunction with the Central Statistical Office (CSO), there 
are about 1.4 million small- scale farmers in Zambia and around 1, 500 large-scale famers, a 
ratio of 1000:1 thus revealing that fixed asset density is so much higher for commercial 
farms.
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rippers, shellers, sprayers, pickup, vans and cars, bicycles, motorcycles and hand  
driven tractors) owned by households suggests that the small and medium scale  
farmers have been increasing their investment in these implements over the years  
from 2004 to 2008”. In this case, for example, direct farm implements/equipment 
include  hammer  mills,  rippers,  shellers,  sprayers,  and  hand  driven  tractors; 
multipurpose  equipment  of  potentially  great  use  to  agricultural  value-chains 
include:  pickup  vans,  bicycles,  motorcycles  and  hand  driven  tractors;  other 
household equipment of less direct agricultural benefit but important for wellbeing 
and household happiness  include cars.12 

Table 13 is a repeat of Table 14 in the Sikombe report; it comes from case study 
analysis  of  data  from  the  Supplementary  Survey  which  follows  annual  Central 
Statistical  Office /Ministry  of  Agriculture  and Cooperatives Post  Harvest  Surveys. 
Using methods detailed in the country report, Sikombe developed a series of data 
tables at provincial level; Tables 13 and 14 extract only the national figures.

Table 13: ZAMBIA – Fixed Asset Investment by Small/Medium Scale 
Farmers - National Totals on Number of Agricultural Households Owning 
Fixed Assets, Number of Fixed Assets, and Value of Assets 

Fixed Asset

No of Households 
Owning The Asset

No of Assets Owned Value of Assets 
Owned

Kwacha (millions)
Number % Number % K mn %

2004 2008 Chang
e

2004 2008 Chang
e

2004 2008 Chang
e

Assets Directly Relevant to Agriculture’s Value Chains
Ox-drawn 
ploughs

2223
55

18438
9

-17 3192
33

27056
9

-15 76108 80633 6

Disc ploughs 1258
2

6195 -51 1586
9

7598 -52 11836 7618 -36

Harrows 5311
7

37539 -29 5798
1

41897 -28 10951 12904 18

Cultivators 3573
2

33811 -5 3938
6

39353 0 8918 12863 44

Rippers 7633 11440 +50 7940 12015 51 1295 3375 161
Tractors 2910 2615 -10 3059 2706 -12 44682 73092 64
“Walking” 
Tractors

293 719 146 289 301 4 336 255 -24

Scotch Carts 9223
4

78637 -15 9682
2

81856 -15 69391 92406 33

Hammer mills 1041
8

14480 39 9954 15713 58 42635 90782 113

Hand hammer 
mills

1752
3

16004 -9 1792
1

15776 -12 4676 11264 141

Rump presses/oil 
expellers

3463 1880 -46 4310 2068 -52 1456 1069 -27

12 It is noteworthy that Malawi’s rural dwellers show the same combination of directly 
agricultural, multipurpose, and general household fixed assets being acquired. Section E.4 
Tables 14 and 15 also shows similar smallholder behavior in Indonesia, with the difference 
that the tendency to keep savings is quite marked there.
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Sprayers 9754
6

12371
5

27 1155
12

14808
1

28 18940 23585 25

Shellers 1196 1671 40 1278 1671 31 364 576 58
Assets of Broader Household use but Also Important for Agriculture’s Value 
Chains
Water Pumps 9729 7423 -24 1133

1
8778 -23 18300 14549 -20

Trucks/lorries 1765 2772 57 1778 3096 74 36510 92232 153
Pickup vans 
(+cars)

8285 9217 11 8237 10240 24 10992
0

19211
7

75

Trailer 
Truck/tractor

1374 960 -30 1441 1266 -12 5374 15093 181

Bicycles 6152
88

69810
5

13 7257
50

84087
3

16 13696
9

16805
9

23

Assets of Broad Household use but less Central Importance for Agriculture’s Value 
Chains
Motor Cycles 1324

813
11561 -13 1302

3
13679 5 10699 18826 76

Cars 14 - - - - - - - -
TOTALS 12066

89
12431

33
3 14511

13
15175

36
5 60936

0
91129

9
50

13 Motor cycles can in some places be equally useful for agriculture as bicycles, both being 
also multi-purpose.

14 Cars have been added to Pickup vans



60

The above and related tables show that overall, the value of assets owned by small-
scale  farm  households  in  Zambia  rose  by  an  estimated  50  percent  from 
ZMK609,360 billion ($124.4 million) in 2004 to ZMK911,299 billion ($186.0 million) 
in 2008. Table 14 tries to show investment priorities in terms of: 

a. What the farmers spend most on; 
b.  what is the unit investment value per household (i) for the households which 
bought the specific  asset type, or (ii)  for all  households, so serving as if  the 
investment was a societal choice15;  and, 
c.  what is growing fastest in their choices.

Table14: ZAMBIA - Rankings for Fixed Asset investments by Small-Medium 
Scale Farmers.

Ranking By:

Total Expenditure 
in 2008

Average 
Investment per 
Asset-Owning 

Household in 2008

Average 
Investment per 

Asset-Type by All 
Households (i.e. 

apparent societal 
choice) in 2008

2004-2008 Rate of 
Growth in 

Acquisitions (value 
terms)

Fixed 
Asset

National 
Expendit

ure
(ZKmillio

ns)

Fixed 
Asset

Kwacha Fixed 
Asset

Kwacha Asset
% change 

2004-
2008

Pickup 
vans 
(+cars)

192117 Trucks/lor
ries

3327272
7

Pickup 
vans 
(+cars)

154543 Trailer 
Truck/tra
ctor

181

Bicycles 168059 Tractors 2795105
2

Bicycles 135190 Rippers 161

Scotch 
Carts

92406 Pickup 
vans 
(+cars)

2084376
7

Trucks/lor
ries

153

Trucks/lor
ries

92232 Trailer 
Truck/tra
ctor

1572187
5

Scotch 
Carts

74333 Hand 
hammer 
mills

141

Hammer 
mills

90782 Hammer 
mills

6269475 Trucks/lor
ries

74193 Hammer 
mills

113

Ox-
drawn 
ploughs

80633 Water 
Pumps

1959989 Hammer 
mills

73027 Motor 
Cycles

76

Tractors 73092 Disc 
ploughs

1229701 Ox-drawn 
ploughs

64862 Pickup 
vans 
(+cars)

75

Scotch 
Carts

1175096 Tractors 58798 Tractors 64

Sprayers 23585 Shellers 58

15 This latter gives a rough coefficient of the collective desire to invest in what. By 
multiplying this figure with the number of households, one can approximate how much 
investment in equipment to expect.
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Motor 
Cycles

18826 Motor 
Cycles

936424 Sprayers 18972

Trailer 
Truck/tra
ctor

15093 Hand 
hammer 
mills

703824 Motor 
Cycles

15144 Cultivator
s

44
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Table14 (continued)

Ranking By:

Total Expenditure 
in 2008

Average 
Investment per 
Asset-Owning 

Household in 2008

Average 
Investment per 

Asset-Type by All 
Households (i.e. 

apparent societal 
choice) in 2008

2004-2008 Rate of 
Growth in 

Acquisitions (value 
terms)

Fixed 
Asset

National 
Expendit

ure
(ZKmillio

ns)

Fixed 
Asset

Kwacha Fixed 
Asset

Kwacha Asset
% change 

2004-
2008

Water 
Pumps

14549 Rump 
presses/o
il 
expellers

568617 Trailer 
Truck/tra
ctor

12141 Scotch 
Carts

33

Harrows 12904 Ox-drawn 
ploughs

437298 Water 
Pumps

11704 Sprayers 25

Cultivato
rs

12863 Cultivato
rs

380438 Harrows 10380 Bicycles 23

Hand 
hammer 
mills

11264 “Walking
” Tractors

354659 Cultivator
s

10347 Harrows 18

Disc 
ploughs

7618 Shellers 344704 Hand 
hammer 
mills

9061 Ox-drawn 
ploughs

6

Rippers 3375 Harrows 343749 Disc 
ploughs

6128

Rump 
presses/o
il 
expellers

1069 Rippers 295018 Rippers 2715 Water 
Pumps

-20 

Shellers 576 Bicycles 240736 Rump 
presses/o
il 
expellers

860 “Walking
” Tractors

-24

“Walking
” Tractors

255 Sprayers 190640 Shellers 463 Rump 
presses/o
il 
expellers

-27

“Walking
” Tractors

205 Disc 
ploughs

-36

TOTAL 911299 All 733066 - - - -
(US$ 
150)
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Figure 4: ZAMBIA – Numbers of Agricultural households Owning Assets 
(equipment)

Source: Sikombe, Fig 10

 
While  the  sections  above  have  given  a  picture  of  fixed-capital  investment  by 
farming households (machinery and equipment),  it  was considered of interest to 
also look at Fixed-Capital Formation by Rural Households in general; i.e. by 
the  broader  rural  population.  This  capital  formation  by  the  rural  communities 
beyond those engaged in agriculture, offers a perspective to the priorities of the 
smaller farming community. The choices of investment for rural communities are 
summarised in Table 15, the fuller details of which are in Annex Tables A3.7 to A.3.9. 
This  section  draws  upon  Zambia’s  Living  Conditions  Monitoring  Survey  of  2010 
which include infrastructure such as residential  and non-residential  buildings but 
excludes  infrastructure.  Being  focused  on  fixed-capital  formation,  the  survey 
naturally excludes expenditure on intermediate inputs and consumables. Unlike the 
data in Tables 13 and 14, the Living Conditions Monitoring Survey report of 2010 
from which Table 15 is an adaptation places agricultural fixed assets in context of 
other fixed asset investments. The following can be highlighted:

a. Investment in structures and improvements (unfortunately investment in land 
itself is not reported upon) is by far the most dominant investment, accounting 
for some 72 percent of the recorded fixed investment;

b. Investment in machinery comes far behind and of this, the most important is 
NOT agricultural machinery but multipurpose machinery and equipment (8% of 
all  surveyed  fixed  investment)  –  of  which  cars  are  dominant.  Investment  in 
electrical  and  electronic  household  machinery  and  equipment  has  the  same 
ranking;
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c. Investment in agricultural machinery and equipment is a distant fourth – at  
only about 4 – 5 percent of surveyed investment.
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Table  15:  ZAMBIA  –  Summary  of  National  Findings  on  All  Households’ 
Ownership of Assets and Their Value (details in Annex Table A.3.7)

Asset type

National Investment 
Totals

Value 
per 

Investi
ng 

Househ
old

(ZMK 
billions

)

NotesNo. Of 
Househ

olds

Value of

Investment

(ZMK 
billions)

Ran
k

Structures  and 
Improvements

1405 23170 1 16.5 About  72%  of  all 
investment

Multipurpose 
Machinery & 
Equipment – NOT 
specifically 
Important for 
Agriculture

1176 2508 2 2.1 About  8%  of  all 
investment  value. 
Heavily  dominated  by 
investment in cars.

Electrical  and 
Electronic 
Equipment

5576 2494 3 0.4 Nearly  8%  of  all 
investment value

Electrical: 1519 930 0.6

Electronic: 4057 1564 0.4

Machinery  and 
Equipment  – 
Agriculture

2666 1472 4 0.6 About  4.5%  of  all 
investment value

Processing: 61 230 3.8

Hand hammer mill 43 170

Grinding/hammer mill (powered) 9 55

Sheller 6 4

Rump presses oil expellers 3 1

Onfarm: 2605 1242 0.5

Hoe 2029 27

Plough 218 81

Crop sprayer 128 21
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Small/hand-driven tractor 2 18

Wheel tractor 6 166

Scotch cart 87 146

Oxen 133 781

Donkey 2 2

Furniture  and 
Fittings

6665 1448 5 0.2 About  4.5%  of  all 
investment value

Multipurpose 
Machinery & 
Equipment – Partly 
Important for 
Agriculture

4095 1002 6 0.2 About  3%  of  all 
investment value

Infrastructure etc (Information not available)

Intermediate Inputs 
and Annual 
Consumables 

(Information  available  for 
input subsidies – see text)

TOTAL - 32139 -
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B.4.4 How effective is Zambian investment in achieving more agricultural 
development 
                  or other key policy objectives?
A review of  investment effectiveness for Zambian agriculture almost equates to 
assessment  of  the  FISP  and  Food  Reserve  Agency  which  consume most  of  the 
funding. It is therefore useful to look at Table 16 which gives the progression of FISP 
since inception.  Table 17 which follows reveals that the commercial  farmers are 
much more productive for maize; thus, the decision to target support small/medium 
farmers  has  an  immediate  cost  in  loss  of  yield  per  unit  cultivated  land.  Policy-
makers may feel, however, that favouring the small gives them a chance to raise 
productivity, for which the data in Table 17 give unconvincing evidence.

Table 16  : ZAMBIA – Growth of FISP Since Inception

Agricultural 
Season

Quantity of Fertilizer 
Distributed(MT)

Amount Spent 
(ZMK billion)

Number of 
Beneficiary Farmers

2002/03 48,000 100 120,000

2003/04 60,000 114.5 150,000

2004/05 50,000 112.6 125,000

2005/06 50,000 140 125,000

2006/07 84,000 252 210,000

 2007/08 50,000 150 125,000

2008/09 80,000 435 200,000

2009/10 100,000 430 500,000

TOTAL 522,000 1,734 -

Source: GRZ

Table 17:  ZAMBIA - Maize Production by Category of Farmer (MT)

Year Total 
Producti

on

Producti
on by 
Large 
scale 

Farmers

Producti
on by 

Small & 
Medium 
Farmers

Large 
Scale 

Contribu
tion (%)

Approx Productivity
(MT/ha)

Large 
Farms

Small/
Med 

Farms

Ratio Small-
Med/Large 

(%)
2004/05 866,18

7
254,80

4
611,38

2
29 4.3 0.8 19

2005/06 1,424,4
39

313,51
9

1,110,9
19

22 6.1 1.5 25

2006/07 1,366,1
58

287,08
9

1,079,0
69

21 5.3 1.3 24

2007/08 1,211,5
66

218,72
8

992,83
8

18 5.9 1.1 19

2008/09 1,887,0
10

229,89
3

1,657,1
17

12 4.9 1.5 31

2009/10 2,795,4
83

306,54
0

2,488,9
43

11 5.1 2.1 41
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Source: CFS, MACO (productivity columns calculated from Tables A.31 and A.3.2a)

Targeting  the  agrosubsidies  at  small  scale  farmers  undoubtedly  improves  such 
farmers’ access to agricultural inputs (i.e. fertilizers and improved crop seeds, etc) 
and thereby enhances their potential to increase production and productivity for the 
supported crops. Yet there has been no major reduction in rural poverty rates since 
2004. Furthermore, targeting of only one crop for subsidy is leading farmers to use 
unsustainable agricultural practices (such as non-rotational mono cropping) that do 
not help in preserving and conserving the natural resources but causes damage to 
the environment and land.  At the same time, the small scale farmers do not see the 
value in growing high-value crops and so get locked into growing low-value staples. 
The FISP/FRA approach leaves large farmers disadvantaged in a different way – i.e. 
they  get  locked  out  of  staples  since  they  cannot  compete  with  subsidised 
smallholder  production.  In  turn,  small  farmers  are  locked  out  of  higher-value 
commodities because they get addicted to maize subsidies; Sikombe also believes 
that “The FISP has also created a dependency syndrome by the small scale farmers  
on government support with no innovation for improved production in other crops”.

Consequently, the contribution to total maize production of large scale farmers in 
Zambia has been steadily decreasing and they are shifting to other crops in the 
production as well as marketing of which Government is not ‘interfering’. Much of 
the concern of the large scale farmers has been about the Government’s failure to 
address  the  perceived  two-tier  systems  of  production  and  marketing  especially 
caused  by  (a)  large  scale  farmers  producing  maize  at  full  cost  while  the 
smallholders are subsidised, and (b) entry of both large and small farms into the 
same market, where government caps maximum prices at levels often below large-
scale producers’ costs. 

Furthermore, FRA tends to enter the maize-producers’ market by buying maize from 
the small  scale farmers across the country at  a  set  floor  price  which is  usually 
higher than the market price for the commodity.16 The large scale farmers, who do 
not qualify to sell to FRA, are expected to find their own market for the crop and 
hence do not benefit from the available market offered by FRA. FRA then enters the 
same consumer market at lower than the cost price for the large scale farmers and 
at prices lower than what FRA bought from the small  scale farmers. Large-scale 
farmers thus get hit from both sides. 

This situation is highlighted because it represents a challenge to sustainability of 
subsidies [low produce  disposal  prices set  by government to  benefit  consumers 
reduce earnings for farmers and so make costs of production impossible to cover if 
(as for large farms) subsidies are not received on inputs]. The smallholder subsidies 
also discourage production by players  (large farms)  who could  invest  their  own 
rather  than  government  funds.  It  is  thus  an  open  question  whether  Zambia’s 

16 In the Zambian case study, Sikombe reports that,  for instance, during the 2011/2012 
marketing season, FRA is buying smallholder maize at a farm-gate price of US $ 260 per  
metric ton but is selling it to millers at as little as US $140-160 per metric ton which, as far  
as the large scale farmers are concerned, are below the economic price for the commodity.  
Consequently,  the  large  scale  farmers  have,  over  the  last  few  years,  reduced  their  
production of maize as has been tabulated in the report. 
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“liberalization” policy in agriculture is working well: Government’s large intervention 
in both the production and marketing of major agricultural commodities appears to 
continue to hurt growth in the sector. The readiness of Zambian farmers, perhaps 
both smallholders and commercial scale, to invest into more fixed-capital formation 
than at present cannot be fully tested to its full potential as long as government 
continues to provide handouts of consumable inputs to the farmers.
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C.  CONCLUSIONS AND RECOMMENDATIONS WITH 
POTENTIAL FOR FOLLOW-UP

Agricultural investment is not an end in itself: the three countries studied as well as 
all others invest or spend on farming and its value chains for purposes of food and 
economic security. Malawi, Zambia and South Africa which have been studied all 
boast at least self-sufficiency and even surpluses for staple maize due to their agro-
expenditure.  For  South Africa,  this agricultural  success has a long history but is 
biased towards formerly advantaged minority commercial farmers. For Malawi and 
Zambia,  the  success  is  more  recent  and  comes from mostly  fertiliser  and seed 
subsidies and (in the case of Zambia) controlled favourable farmgate grain prices 
for  smallholders.  Despite  these  surpluses,  this  initial  study  reveals  some  areas 
where each of the three countries can pick some lessons to assist sustainability, 
equity or effectiveness of the current approaches. More research can build on these 
key messages.
Many conclusions and recommendations are best raised at national level and this 
happens in the country study reports for the three countries. At regional level, the 
”key messages” given earlier need no repetition. In addition, however, there follow 
a few conclusions which can also be seen as recommendations for follow-up action 
to this study; the following can be highlighted:

C.1 Investment Related Information

Time rarely passes without leaders in all countries of Southern Africa (like in other 
African countries) calling for prioritisation of agriculture. Implied or explicit in these 
exhortations  is  increase  of  investment.  The  calls  cannot  be  ignored  but  cannot 
easily  be  acted  upon  in  the  absence  of  more  clear,  organised  and  systematic 
information about the level and emphasis of whatever investment is already taking 
place.  This study gives no encouragement - in all three countries information, both 
of a baseline and continual monitoring  nature - was difficult to get in a suitable 
form or quality. 

The partial exception (South Africa) had good information only for the commercial 
agriculture and not for the emerging smallholders who are the very priority target 
group of policy makers given their importance for employment (commercial farming 
is  shedding jobs)  ,  direct  food security  and income diversification.  Thus for  this 
segment of South African agriculture and for the entire agricultural sector of Malawi 
and Zambia (presumably also other similar countries),  there is  need to get  and 
organise information regularly on the following, among other dimensions: 

• How much expenditure is taking place on agriculture and its value chain;

• Where  in  the  overall  economic  expenditure  pattern  agriculture  sits:  what 
priority it has and what the trends are in this;

• Who  is  investing  (government/public;  private  large;  private  small);  from 
where the funding is coming [own savings (corporate or family/individual); public 
subvention; loans (public or commercial)];
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• How complete is information on investment that agriculture needs to grow: 
need is  to know investment in pro-agriculture infrastructure,  institutional  and 
human  knowledge/capacities,  land  and  structures,  machinery  and  equipment 
(including  some  key  multi-purpose  equipment  such  as  transport  etc),  and 
intermediate inputs/consumables including yield-enhancing inputs;

• To  what  extent  agricultural  expenditure  goes  on  intermediate 
inputs/consumables or on fixed assets. If fixed assets, whether these are purely 
agricultural assets or also more multipurpose livelihood needs that may assist 
agriculture  only  partly.  For  smallholders,  some  fixed  assets  may  be  getting 
accessed as hired-in services (e.g. tractor time) – how significant is this;

• To what extent and whether it is significant that fixed capital that is being 
built up is being eroded: of specific interest would be to see the extent to which 
extreme weather  events  (floods/droughts)  and  ill-health  (especially  HIV/AIDS) 
force farmers to sell hard-earned assets, thereby disinvesting in agriculture;

• Within expenditure on intermediate inputs/consumables, what is situation and 
trends regarding share of  goods and services (general  services and finance); 
and

• given the appeal of public subsidies for inputs in many countries, tracking to 
what extent (a) the subsidies are really uplifting the target farmer beneficiaries 
themselves  or  inadvertently  those  who  service  them (e.g.  agro  dealers);  (b) 
helping to release farmers own earnings for greater investment in fixed assets so 
they will not perpetuate dependence on inputs handouts.17

C.2  Tension  ad  Inequity  Between  Commercial  and 
Smallholder Farming

The  duality  between  commercial  and  smallholder/largely  subsistence  farming  is 
often mentioned in passing and no deeper thought is given to it. Yet fundamental 
policy decisions and choices are being made with the consequences not always fully 
appreciated. This is the case in all three countries studied:

• In  Malawi – the country study implies (but needs deeper study) that the 
rapid closing down of many large-scale farms - former champions of the sector – 
is partly due to extreme focus of government policy support on smallholders. 
Political considerations aside, there is need to look hard at whether economic 
prosperity  can  really  be  founded  entirely  on  producers  that  need  unending 
subsidies to break even on achieve surpluses. Where will the money continue to 

17 Put bluntly, the question is “Are subsidies of consumable inputs contributing to capital 
formation in Malawi and Zambia?” - this requires further investigation. The expectation is 
that  subsidies from government  should unlock smallholder  resources for  complementary 
agricultural investment in areas where (if they had not received subsidies) they would not 
normally not invest.  
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come from if “profits” are really a result of artificial buttressing by the public 
budget?

• In Zambia, the same can be said as for Malawi, with the additional problem 
of  grain  being bought  at  reportedly  artificially  high prices from smallholders, 
exclusion  of  large  farms from the  same prices  and yet  also  from the  inputs 
subsidy  plus,  artificially  low prices  to  the  consumer.  The  combination  seems 
unlikely  to  generate  true  economic  surpluses  that  can  sustain  even  more 
investment in future. Furthermore, it is leading to smallholders being locked into 
low-value  cereals  while  the  large  farms  capture  the  profitable  higher0value 
opportunities of the future;

• In  South  Africa,  ambitions  of  mainstreaming  emergent  farmers  are 
apparently being defeated by the market: “farms” of well below 10ha are being 
exposed to unmasked competition from farms of sometimes over 2000ha. There 
is no level playing field where one set of players is well below scale economies 
and yet has to take the same market prices and do without the organisational 
capacities which only size can permit. It is likely that just putting more money 
behind the emergent farmers ambition will not work – investment success may 
require a look at interventions even in the market and in organisation of the 
small  into  more  “scaled-up”  collective  modalities  of  operation.  Far  from 
remaining fixated with emergent farmers remaining small, policy may need to 
allow  some  to  progressively  graduate  in  size;  to  become  more  professional 
through adequate  training  and capacity  building;  and  to  aggressively  enable 
them raise productivity (e.g. for maize ,  from the current < 2 tons /  hectare 
closer to the commercial farms’ estimated at 4.43tons/ha);

In all three countries, the imbalance of public policy either in intent or inadvertent 
reality,  results on possible threats  to  sustainability of  developmental  effort.  It  is 
recommended that in any further work on investment, attention be drawn to need 
for more balanced government policies towards all  categories of (small,  medium 
and large) of farmers and agricultural value-chain players.18 These policies can then 
be coupled by investment support  geared to areas of  greatest  effectiveness for 
each scale category of farmers and producers: no one scale segment of players can 
be best at every aspect of agriculture.

C.3  The Poor Cannot Prioritise Agriculture for Investment 
When Other Needs of Life Are Also Pressing

18 The Malawi field study (and publicised estate closures in the press) has revealed that a 
lot of estates have closed down, and there has been a structural change from dominance by 
estates to that by smallholders, particularly in burley tobacco. The shift from direct auction 
by large farms to contract farming to them by smallholders under IPS over the last few years 
is worth noting. Diversification for all farm categories is possible. The IPS shows with proper 
definition of which enterprises are appropriate for which categories of farmers, all types of 
farmers (small, medium and large) can be helped through suitable arrangements to access 
finance, insurance, infrastructure and other services. The IPS can easily be applied beyond 
tobacco to maize and other crops.
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For those working in the sector, it is tempting to see the importance of agriculture 
as so compellingly obvious that the observed tendency of even poor rural people to 
spend  on  non-agricultural  needs  is  considered  unreasonable,  perhaps  even 
heretical. Yet  the data from all three countries studies (even though anecdotal in  
the  case  of  Malawi  and  South  Africa)  show rural  people,  even  farming  families  
spending the little income they get more on non-farming assets than on agricultural  
fixed assets.  While data show relatively little share of investment in  agricultural 
fixed assets (in Zambia, as little as 1 percent of public investment goes there), the 
expenditure of farmers includes reportedly significant outlays not just on immediate 
consumption  but  on  non-agricultural fixed  assets,  including  on  improving  their 
houses etc. 

Zambian data show for example that over 70 percent of spending goes to housing 
and  other  structures,  nearly  25  percent  to  non-agricultural  machinery  and 
equipment  then it is obvious that the driving needs of people have little to do with 
agriculture or and public policy should acknowledge the multi-purpose nature of 
investment needs and priorities (part-use for farming only). It is thus quite possible 
that even public subsidies find their way into non-agricultural investment (income 
being  fungible).  Furthermore,  farmers  (both  large  and  small)  diversify  their 
investments  into  other  enterprises  such  as  bed  &  breakfasts,  taxis,  bars  etc  – 
agriculture may even benefit from such diversification, sometimes due to spreading 
of risk. It is essential to look more at the decision-making processes and pressures 
of the smallholder to better design support measures and to not assume that what 
is given for agriculture will end up necessarily all being invested or re-invested into 
it.
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C.4   Sources  of  agricultural  funding/investment  for  the 
smallholder

Farming is a business; many other activities further up agriculture’s value chains are 
also businesses or should be treated as if  they were. Accordingly,  their success 
depends fundamentally on whether they can make a profit and not whether they 
can attract public funding. The models of agricultural success in Malawi, Zambia 
and South Africa (emergent  farmers  today and commercial  ones in  the days of 
protectionism) are sustainable only in the sense that agriculture everywhere in the 
world tends to crave and get public support to an inordinate degree. 

But this does not mean that efforts should not be taken to as rapidly as possible 
explore policy options for farmers (including small ones) to generate more of their 
own re-investible surpluses or to gain creditworthiness faster so as to access loan 
finance.19 Based on assured returns at marketing time, tobacco companies in Malawi 
started offering loans and other support under contract farming, thus offering for a 
cash crop through private capital the public funding to complement or substitute for 
government  money  which  the  latter  has  by  now focused  on  maize.  Alternative 
funding and capacity to mobilise own savings for smallholders will, however, almost 
inevitably need their greater organisation to work. 

19 To paraphrase, Mdlulwa reports for South Africa, for example that while it is clear that 
commercial farming is profit driven, the same cannot be confidently said for emerging 
black  farmers.  About  100%  of  investment  into  commercial  agriculture  is  by  the 
commercial farmers themselves (some of which they may borrow from banks or other 
financial sources) while of the investment into small scale farming, between 30-50% is 
by the government. The desire to invest own resources is there and small scale farmers 
do  invest  in  agriculture  from  their  own  savings  but  they  have  severe  challenges 
complementing  this  with  loans  since  they  often  do  not  meet  the  criteria  of  lending 
institutions.
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SELECTED ANNEXES

ANNEX A.0 ATTRIBUTES OF THE STUDY COUNTRIES

Agriculture – its Nature and Importance in the Economy

The study has covered two territorially large countries (South Africa and Zambia) 
and one very small one (Malawi). One country is very rural, densely peopled and 
has very low income (Malawi); it has the most agriculture-dependent economy with 
35-40percent of GDP coming from this sector. Another country (South Africa) has 
middle  income,  is  mineral-rich  and  largely  industrialised,  and  its  agriculture 
contributes only about 2 percent to GDP.  Zambia falls in between, with agriculture 
contributing an average 20% to GDP, its economy being dominated by mining and 
the manufacturing associated with it . 

All three countries have some dualism in their farming sectors but the most extreme 
form of  this is  in  South Africa:  settler  farms there can be over  2000ha and are 
growing, shedding labour and mechanizing while smallholder emergent farms are at 
about 2ha, are located in poorer soil  areas and are generally not prospering.  By 
now, all three countries are surplus producers in at least one staple food – maize; 
but this status is newly achieved in Malawi and then Zambia, while South Africa has 
for long been the key and sustained maize exporter in Southern Africa and leads all 
Africa in this. 

Thus  an  important  contrast  among  the  study  countries  is  that  South  African 
agriculture is largely at industrial scale, with food even for the poor being accessed 
through the market rather than via subsistence production. The approaches to food 
security therefore differ: for Malawi especially, production for auto-consumption is 
the  main  path  to  food  security;  for  Zambia,  significant  numbers  of  people  are 
urbanised and in formal jobs – they access food through the market; in South Africa, 
almost everyone relies on the market and therefore food security is about income 
from employment or public income grants. A few additional details for the countries 
show further contrasts among them, as outlined below: 

• Malawi  :  The  Malawi  rural  population  is  about  85  percent.  Agriculture 
employs the majority and accounts for about one third of GDP, with three major 
exports - tobacco accounting for the largest share - about two-thirds; followed by 
sugar (12percent) and tea (8percent). Livestock contribute about 7 percent to 
GDP  and  constitute  a  small  proportion  of  people’s  diet.  Malawi  is  heavily 
dependent on maize for food and tobacco for foreign exchange. Generally, the 
agriculture sector is composed of resource poor smallholder farmers - 84percent 
of farmed land - and the lease/freehold estate subsector (16percent of farmed 
land).  The  two  subgroups  farm  some  7.4  million  hectares  annually.  Most 
agriculture depends on rainfall; thus of the total farmland, in 2010 only some 
90,563  hectares  (about  1.2percent)  are  irrigated,  of  which  more  than  half 
(53percent) is on estates, with only the remaining 47 percent benefiting 333,888 
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smallholders. However, government has launched a Green Belt Initiative (GBI) 
under which if funding is raised, it hopes for immense irrigation expansion. 
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• South  Africa:   the  overwhelmingly  large-scale  agriculture  was  for  long 
favoured  by  public  investments  in  infrastructure,  capacities,  research  and 
development:  when  liberal  philosophies  came  in  the  1990s,  major  publicly-
funded  commodity  boards  and  co-operatives  simply  inherited  (at  no  cost  to 
themselves)  the assets  gained from public  subsidy and became lead private 
sector players which could compete with no little or no burden of prior debt or 
other  financial  hindrances.  The  economic  liberalisation  could  therefore  be 
embraced by them with ease – not so for the small-scale “emergent farmers” 
government has since then sought to promote. Farming alongside the giants, the 
emergent farmers have far too little capital,  operate at far too small  a scale 
(average farm size ratio about 1000:1) and feed into the same market where 
they therefore cannot compete in unit costs and outreach capacity.

• Zambia:   an estimated 80 percent of the population is directly dependent on 
agricultural production for livelihood. Agriculture in Zambia is practiced by two 
main  categories  of  famers:  the  small-and-medium scale  farmers  –  practicing 
largely subsistence cultivation; and the large-scale farmers who are commercial. 
For maize, the major stable food in Zambia, the small-scale farmers have since 
2005 been contributing approximately 70-90percent to annual production with 
the large-scale farmers accounting for a correspondingly diminishing share. This 
trend  is  largely  due  to  Government’s  selective  subsidization  of  inputs  for 
smallholders  of  maize  and  application  of  a  single  floor  price  for  all  maize 
producers;  commercial  farmers  have essentially  been progressively  squeezed 
out of this staple crop.20 As of now, the farming sector is separating out: large 
farms focusing on higher-value crops, smallholders on government-assisted and 
controlled staples.

Agricultural Performance

Until  the last  two years,  the  Malawi economy was growing relatively fast  -  8.9 
percent in 2009, 6.7 percent in 2010; an initially estimated 6.9 percent growth in 
2011  has  had  to  be  significantly  reduced  due  to  problems  of  macroeconomic 
balance which reduced the country’s foreign exchange capacity. By definition, this 
must reflect growth in agriculture, which dominates export incomes.  According to 
Kumwenda,  for  tobacco  production,  duality  has  dwindled  between  the  estate 
sector and customary smallholders and the estate sector has had some problems 
(and many farms are in fact closing down) because of competition of smallholders 
and a number of market challenges. The increased government support exclusively 
to the smallholder farmers, through for instance the Farm Input Subsidy Programme 
that started  in 2005/06, combined with good weather has enabled the country to 
avoid chronic national food shortages. The price of maize has remained low and 
stable  with  limited seasonal  and territorial  variations,  and thereby has  probably 
improved the real incomes of the poor for whom this is a major item of expenditure. 

20 According to Sikombe, the contribution of the large scale farmers to maize production has 
been reducing, registering a sharp drop of 62percent from 2005 to 2010. By contrast, the 
large-scale sector produced approximately 77 percent of the soya-beans in 2010. Sikombe 
concludes that the large-scale sector tends to do better in enterprises where Government 
has little or no control. 
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Despite these developments, farmers still spend more on farm inputs mainly seeds, 
fertilizers, labour and hand-hoe; their investment in farm equipment is minimal.

The absolute size of agriculture in  South Africa has continued to grow over the 
decades even though it’s share of the economy has contracted: agriculture as a 
percentage of GDP constituted 9percent of the total economy in 1960; it fell to only 
2.3percent in 2009. The sector contributes 8percent to formal employment. South 
Africa  has  a  dual  agricultural  economy  (well  developed  commercial  sector  & 
predominantly subsistence sector). South Africa’s climate is ideally suited for stock 
farming and livestock rearing is the most valuable agricultural activity in large parts 
of  the  country.  While  13percent  of  South  Africa's  land  can  be  used  for  crop 
production,  only  22percent  of  this  is  high-potential  arable  land.  The  greatest 
limitation  is  the  availability  of  water.  Mdlulwa reports  that  the  South  African 
primary agricultural sector has grown by an average of approximately 11.8percent 
per annum since 1970, while the total economy grew by 14.9percent per annum – 
both numbers unexpectedly very high - over the same period, resulting in a drop in 
agriculture’s share of the GDP from 7.1percent in 1970 to 2.5percent in 2010.

The real  growth rate in South Africa’s agricultural  produce has increased by 1.7 
percent per annum since 1960 [being livestock 1.9percent, field crops 1percent and 
horticulture 2.9percent], which is in line with current population growth. The share 
of livestock products in agricultural GDP is 41percent, versus 34percent for field 
crops and 25percent for horticulture. Notwithstanding the growth of the sector and 
national-level adequacy of production, it is reported that an estimated 20percent of 
South  African  households  have  inadequate  or  severely  inadequate  food  access. 
About 35percent of the total population or 14.3 million South Africans are vulnerable 
to food insecurity.

For  Zambia, real GDP increased from 5.3percent in 2005 to 7.6 percent in 2010. 
According to  Sikombe,  the satisfactory performance of the economy during the 
review  period  was  largely  driven  by  growth  in  the  mining,  agriculture, 
manufacturing  and  construction  sectors  that  grew  by  58percent,  30percent, 
18percent  and  77percent  respectively  from  2005  to  2010  in  real  GDP.  Whilst 
productivity has remained low for most crops, with average yields in these crops 
performing poorly, overall, agriculture production and output has been performing 
well since 2005. Production of maize, the main staple food for Zambia, has been 
increasing over the years, reaching a record high of 2.7 million metric tonnes in 
2010. The increase in production has inevitably pushed down the price of most food 
crops  especially  maize,  thereby  improving  access  to  the  staple  food  for  most 
households  and  communities.  While  livestock  numbers  have  been  increasing, 
animal disease has continued to threaten the growth of the livestock sub-sector.

Policy  Environment  for  Agriculture  and  Agricultural  
Investment

In terms of policies, soon after independence in 1964, the Malawi government policy 
combined across-the–board fertiliser  subsidies for  both small  and large farms,  a 
limited loan schemes for fixed farm assets (such as ploughs, ridgers, sprayers, and 
ox-drawn  carts)  for  smallholders,  pre-setting  guaranteed  next-season  produce 
prices  and  government  purchase  of  all  residual  crop  produce.  A    government 



79

parastatal company established a large network of rural markets even in remote 
areas and through these delivered inputs and collected produce at harvest.  This 
policy and its institutions were cancelled when international organisations imposed 
a  structural  adjustment  programme;  the  former  omnipotent  and  omni-present 
parastatal is now only a shadow of its former self; smallholders then had to face full  
cost  inputs  also;  it  took  little  time before fertiliser  use diminished and frequent 
famines became the order of the day. 

A policy reversal by government in 2005/2006 financial year led to launch of  the 
Farm Input Subsidy Programme (FISP) which has been very successful in terms of 
boosting yields and total production, with focus on maize. Until the increasing trend 
under  FISP,  Malawi’s  maize  yields  were  static  at  around  one  ton  per  hectare. 
Targeted subsidies for yield-enhancing inputs (especially fertiliser and seeds) for the 
poorest farmers and Malawi was soon able to achieve surpluses at least for maize 
from the smallholders,  with non-subsidised larger farms being disadvantaged.  In 
short,  both  in  the  immediate  post-independence  years  and  in  the  current 
investment policy  regime, government has prioritised funding consumable yield-
enhancing inputs rather than fixed assets. It is assumed that government believed 
that with the net surpluses at harvest time, smallholders could earn enough by 
themselves  to  invest  in  fixed  farm  assets.  Malawi  now  has  no  structured  loan 
schemes for  farm fixed assets  for  smallholders;  its  specialised agricultural  bank 
collapsed long ago.

Input  supply  started  almost  entirely  through  the  state-owned  Agricultural 
Development and Marketing Corporation (ADMARC) but has since liberalization also 
gone  out  through  private  traders:  for  fertilizer  –  Yara,  Farmers  World,   ATC, 
OPTICHEM, ADMARC provide fertilizers; for seed - through ADMARC, Farmers World, 
and private traders. Considerable use of inputs by smallholder farmers has been 
made possible by FISP;  for example in 2009 they used up to 91 percent of  the 
market value of fertilizer. 

For  South Africa,  the major policy shift came just before democratisation – the 
decision to liberalise and to remove much public support and protectionism from 
agriculture. Given that agriculture then was mostly settler owned and of commercial 
scale,  privatised  institutions  of  state  support  were  privatised  and  remained 
therefore  in  the  same  settler  hands  –  some  of  these  privatised  former  public 
companies dominate south African agriculture today and are giants investing also 
further afield elsewhere in Africa. At democratisation a second policy change came 
in:  the decision to extend public support  to small-scale mostly black farmers to 
enter the production and market.  Table 3 shows the policy measures applied to 
large farmers before liberalisation and those offered to emergent farmers today. The 
support  was  extended  to  the  small  farms  with  a  view  to  redressing  historical 
imbalances but according to Mdlulwa, “While the government support to small scale 
farmers . . .  had all the good intensions of addressing the previous imbalances, it  
however resulted in unintended consequences. It created a dependency syndrome,  
where farmers keep on coming to the government every year demanding financial  
support.  Despite  all  the  government  support,  very  few  farmers  have  
succeeded . . . .”
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Zambia has  developed a  National  Agricultural  Policy  (NAP  2004 –  2015)  which 
focuses on increased production, sector liberalization, commercialization, promotion 
of public and private sector partnerships and provision of effective services that will 
ensure sustainable agricultural growth. This being the ambition, reality will  need 
some more time since at present, there is heavy government engagement, which 
means liberalisation and market-leadership of the sector are still a way off. As of 
now,  more  than  90percent  of  government  of  the  funding  for  poverty  reduction 
programmes is devoted to the Food Reserve Agency (FRA) and Farmer Input Support 
Programme (FISP) which is meant “to improve crop productivity and household food 
security among targeted vulnerable and viable households and thereby contribute 
to poverty reduction”. Table A.0.1 places agricultural (including FISP/FRA) funding in 
total budget perspective. Government motivations for funding are that continued 
involvement in the agricultural sector is among the investments that can deliver 
economic growth and, thereby, support the rural poor in meeting their rising need 
for food and other requirements and can reduce poverty and hunger.  The share 
going into fixed assets has never risen beyond 6.3percent in the period 2004-10 in  
Table 1, suggesting conviction that support for consumable inputs (and subsidising  
also food consumer prices) are the best ways to support agriculture.
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Table A.0.1: ZAMBIA - Budget by priority area (ZK’ Billion)
Budget Priority Year 2004-

2010
2004 2005 2006 2007 2008 2009 2010

Total Government 
budget, of which: 

11,18
4 9,779

10,19
0

12,03
4

13,76
1

15,27
9

20,53
7

92,76
5

   -    domestic 8,299 6,947 7,904 9,678
11,29

5
12,74

0
17,77

4 74,639
   -    foreign aid 2,884 2,832 2,286 2,356 2,466 2,539 2,763 18,126
Total Allocation 
to agriculture: 240 347 611 1,019 787 1,074 985 5,063
Of which:

- for fixed 
assets 12 9 6 24 26 68 7 150

   -     for FISP 90 140 187 199 431 558 580 2,185
- for FRA 47 59 327 205 80 198 1,204 2,121
- for other 91 139 91 591 250 250 -806* 607

Share fixed 
assets in agric 
budget (%)

5.0 2.6 1.0 2.3 3.3 6.3 0.7 3.0

Notes: FRA allocation was overspent in 2010 by K806 billion over and above the original 
budget allocation.

Policy  and  Strategy  Changes  Over  Time  and  Apparent  
Current Directions

Preceding information has already indicated the broad contrast between on the one 
hand  Malawi  and  Zambia,  both  of  which  currently  focus  on  annual  yield-
enhancing input subsidies as “the” agricultural investment and  South Africa on 
the other, where fixed-capital investment remains quite important, although inputs 
also absorb much funding. The following trends are worth noting:

• In the case of Malawi and Zambia there used to be more attention to fixed 
capital  in  the  past,  even  for  smallholders  (Malawi  loan  schemes  for  farm 
equipment has been mentioned earlier);

• In South Africa, there is apparent displacement over time of the public sector 
by the private sector as dominant source of agricultural funding for commercial 
farming (including for fixed capital).  This no doubt reflects existence of  well-
developed private investment capacities (which would not apply in the other two 
countries);

• For South Africa’s small  emergent farmers,  however,  public funding is still  
heavy, but unlike in Malawi and Zambia, they seem to include significant fixed 
capital in their investment

In  Malawi,  a  key  policy  signal  is  the  priority  accorded  to  agriculture  in  the 
government budget over time: from the 1980s (when Malawi started implementing 
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SAPs) till  2005, government expenditure on agriculture declined steeply21 -  from 
32.2 per cent of the fiscal budget in the 1970s to 6.1 per cent from 1999 to 2005. 
The  reversal  came with  the  introduction  of  the  Farm Input  Subsidy  Programme 
(FISP) for the 2005/06 agricultural season. The sector was third in priority up until 
2005/6 when it  was  accorded first  priority.   Table  A.0.2 shows consistently  high 
prioritisation for agriculture and related activities in recent budgets. 

Table A.0.2: MALAWI – Agriculture in Government’s Top Five Priorities 
Based on Budget Statements
Year Priority 

1
Priority 2 Priority 3 Priority 4 Priority 5

2002/3 Education Health Agriculture Water and 
sanitation

Roads

2003/4 Education Health Agriculture Water and 
Sanitation

Roads

2004/5 Education Health Transport Agriculture Transport
2005/6 Agricult

ure
Information and 
Tourism

Trade and 
private sector 
development

Water and 
Sanitation

Industry, science 
& Technology

2006/7 Agricult
ure

Transport 
infrastructure

Energy Rural 
Development

2007/8 Agricult
ure

Irrigation and  
Water 
Development

Road 
Infrastructure

Energy Rural 
Development

2008/9 Agricult
ure and 
Food 
Security

Irrigation and 
Water 
Development

Road Sector Energy Rural 
Development

2009/1
0

Agricult
ure and 
Food 
security

Integrated Rural 
Development

Irrigation & 
Water 
Developmen
t, Transport & 
Communicati
on, Energy 
Development 
and Youth 
Enterprise 
Development 

Education, 
Science and 
Technology

Management and 
Prevention of HIV 
and AIDS

20010/
1

Agricult
ure and 
Food 
Security

Education, 
Science and 
Technology

Transport 
Infrastructure, 
Nsanje World 
Inland Port 
Development

Integrated 
Rural 
Development

Public Health, 
Sanitation and 
HIV and AIDS

21 This reflected government’s withdrawal of services under structural adjustment 
programmes - including reduction in extension staff through a policy of non-replacement of 
vacant positions, reduced funding to extension training institutions, withdrawal of input 
subsidies, reduced credit provision, and lower funding of agricultural research and 
development.
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2011/2 Agricult
ure and 
Food 
Security

Greenbelt 
Irrigation and 
Water 
Development

Education, 
Science and 
Technology

Transport 
Infrastructure 
and Nsanje 
World Inland 
Port 
Development

Climate Change, 
Natural Resources 
and 
Environmental 
Management

Source: Njiwa, et al and National Assembly, 2011,[2009/10, 2011/12 Budget Statements]  

Public expenditure has been dominated by input subsidies in two periods – blanket 
fertiliser subsidies for farms of all scales under the first republic (1964 till Structural 
Adjustment) and the latest subsidy (targeted at the smallest and poorest only). The 
latter-day  heavy  focus  on  only  the  smallholders  may  have  contributed  to  rapid 
ongoing  decline  of  large  farming  estates;  the  country  is  sliding  back  into  even 
greater smallholder dominance, except for selected crops such as tea and sugar. 
Farms for tobacco (and therefore for maize in rotation years) are closing down in 
large  numbers.  Now,  government  aims  to  capitalise  on  the  country’s  relatively 
abundant water resources to launch a smallholder “Greenbelt Initiative” (GBI);  it 
also plans more attention to livestock and fisheries development. 

The  policy  makers  are  also  looking  less  exclusively  at  maize  subsidies  and  at 
tobacco  as  a  key  export;  regarding  the  former,  they  appear  to  recognise  that 
perhaps too much emphasis on food self-sufficiency (especially maize) is no way to 
develop a dynamic and economically vibrant farm sector.  Of late there has been an 
impulse investment (i.e. no analysis has been published) of MK1.6 billion for cotton 
production, apparently approved in 2011 by the National Assembly of the country. 

In South Africa, in the period prior to 1970 agriculture benefited from high levels of 
State support and protectionism. Since 1990, several processes have taken place to 
reverse discriminatory legislation and to improve participation, while at the same 
time several other initiatives have been implemented to deregulate and liberalise 
the sector.  Mdlulwa reports that  the changes had major consequences including 
increased productivity and evolution of a more competitive agriculture; however, 
many farmers became more vulnerable to international shocks, a worsening debt 
situation and deteriorating terms of trade. A listing serves to highlight the spectrum 
of public interventions in the past, the nature of which may be contrasting with that 
of  “post-liberalisation” public  support  extended to emerging smallholder farmers 
from formerly disadvantaged groups. Table A.0.3 attempts to give this contrast. 

Table A.0.3: SOUTH AFRICA – typology of agriculture and matching with 
type of support most needed

Production 
Unit

Turnover Ownership & 
management

Number Binding 
constraint

Support required

Large 
commercial 
on private 
property

>R2mil Family owned but 
incorporated multiple 
farms, return in land – 
professional 
management

± 5400 Market size & 
equity capital
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Medium 
commercial 
on private 
property

R300000 
to R2ml

Family owned, could 
be incorporated. Some 
renting in of land – 
family management

17 000 Land capital 
management

Small 
commercial 
on private 
property

< 300 000Family owned, 
generally part time. 
Some lifestyle 
farming( game 
ranches, weekend 
farms)

24 000 Management 
time

Commercial 
in communal 
areas

>300 000 Communal ownership 
development projects
Private ownership

Capital 
management 
infrastructure

Emerging 
commercial 
in communal 
areas

<300 000 >20 hectares 
communal ownership 
small farmers in 
development projects 
private ownership

35 000 Land property 
rights capital 
labour 
management 
employment 
opportunities

Subsistence 
farmer in 
communal 
areas 
market 
gardens

<20 ha communal 
ownership private 
ownership little formal 
market participation

1.256m Employment 
opportunities

Table A.0.4: SOUTH AFRICA – contrasts in public support to agriculture 
between historical large-scale agriculture and post-liberalisation small-
scale emergent farmers

Type of Public 
Support

Extended to
Large-Scale farmers before 

1990s Liberalisation
Emergent Small farmers 

after 1990s Liberalisation
Loans h. Just  prior  to  1970  farmers 

could  receive  loans  from  the 
Land  Bank,  at  a  subsidised 
interest  rate.  Direct  government 
support  could  also  be  seen 
during the 1980s;

f. Micro Agricultural Financial 
Institutions of South Africa 
(MAFISA) -  (Annual Budget 
R450 mn). Primarily caters for 
the  needs  of  small  and 
medium enterprises, providing 
them  with  financial  support 
(despite  their  perceived 
high/unknown  risk),  while  the 
Land  Bank  continues  to  deal 
with  the  large  commercial 
sector.

g. Farm  Equity  Schemes 
(FES)  -  (Annual  Budget 
R500  mn):  The  government 
has  invested  over  R500m  in 
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FES  since  their  inception  in 
1996.  A  further  R900m, 
available  in  DLRD  current 
budget  is  earmarked  for 
getting  the  schemes back  up 
and  running  in  2011/12 
financial year. 

Production loans i. crop  production  loans  worth 
R470mn,   issued  drought  relief 
worth R120mn;

-

Subsidies to 
counteract 
calamities (e.g. 
drought)

j. government  intervened  by 
providing farmers  with subsidies 
in  response  to  the  drought  and 
other climatic changes of the late 
1920s and late 1930s;

-

Other, more 
routine  
subsidies

k. subsidies  to  convert  maize 
fields  on  marginal  land  into 
planted pastures;

Cushioning or 
protection from 
debt burdens

l. debt consolidation subsidies (that 
added  up  to  R344mn  between 
1981 and 1987). 

m. Also  paid  interest  on 
consolidated debts and the state 
also  stood  as  a  guarantor of 
consolidated  debts  to  the  value 
of R900mn;

-

Guaranteed 
prices 
irrespective of 
market signals

n. guaranteed  prices  on 
farmers’  produce  irrespective  of 
prevailing  market  conditions 
(establishment  of  the  Marketing 
Boards  under  the  Marketing  Act 
of 1968).

-

Other - h. Ilema/Letsema 
campaign  (Annual  Budget 
R400mn).  The campaign was 
initiated as a national effort to 
ensure that no land lies fallow 
and that  communities  and all 
role players leverage land as a 
resource  to  fight  poverty  and 
hunger,  and  increase  food 
security.

i. Recapitalisation 
Programme (Annual Budget 
R450  mn):  tractors  to  the 
value  of  R50m  per  province 
will  be  distributed  during  the 
2011/12 financial period.
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j. Comprehensive Agricultural 
Support Programme (CASP) 
-  (Annual  Budget  R1 
billion). To complement LRAD, 
CASP  is  a  core  programme 
within  DAFF  to  improve  the 
quality  of  post  settlement 
support  services  as  well  as 
bridging  the  policy  gap 
between  land  reform  and 
agricultural development.  

History meant that almost all agricultural support (as illustrated by the itemised list 
immediately above) went to settler farmers until democracy around 1994. However, 
the country had just  before the democratisation negotiated away all  protections 
that  the  large-scale  settler  farmers  had  enjoyed  before.  An  important  gain  for 
commercial  farmers is  that  some institutions  formerly  created with  public  funds 
have now been privatised and have become Africa-wide agricultural giants.  At the 
same  time  several  other  initiatives  have  been  implemented  to  deregulate  and 
liberalise  the  sector:  the  Co-operative  Act  no  14  of  2005;  the  marketing  of 
agricultural products Act, No 47 of 199; Land Reform Policies. 
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In the absence of subsidies to small farmers, these emergent players face a non-
level playing field with settler farmers already way ahead, having consolidated into 
their  private  assets  what  government  had  given  them during  the  subsidisation 
period.  Therefore,  several  processes  have  taken  place  to  reverse  discriminatory 
legislation  and  to  improve  participation  by  small  farmers  from  formerly 
disadvantaged  groups.  New  policies  and  sometimes  legislation  opened 
opportunities for the small black farmers. AS an example, the Co-operatives Act no 
14 of 2005 sought to increase the participation of black farmers/ farm workers in the 
more  profitable  activities  of  the  agricultural  sector  (i.e.  highly  profitable  supply 
chains). Cooperatives have been established but it appears some developed strong 
dependency on government handouts; if the expected money failed to materialise, 
the cooperatives ceased to operate. Some outcomes include:

a. establishment of the National Agricultural Marketing Council (NAMC) whose 
task was to dismantle existing marketing control boards and serve as monitoring 
body for state intervention into agriculture especially with regard to policies on 
agricultural  marketing.  NAMC  is  also  responsible  for  supporting  emerging 
farmers  in  terms  of  market  access,  knowledge  acquisition,  training  and 
mentorship; and

b. The new Land Reform for Agricultural Development (LRAD) programme was 
introduced to expand the range of support measures that will be available to 
previously disadvantaged South African citizens to access land specifically for 
agricultural purposes.  Offering land at no cost (or low cost, or on assured low-
cost credit) is an example of government investing into a critical fixed asset on 
behalf of the small farmers. LRAD is managed by the Department of Land Affairs; 
experience suggests, however, that the Land bank has a competitive advantage 
in  terms  of  variety  of  financial  products  (mortgage  loans,  production  credit, 
seasonal loans,  and instalment finance loans) that the farmers can access in 
addition to getting land under LRAD.

These policy  changes had major consequences leading on average to increased 
productivity and to a more competitive agriculture, although many farmers became 
more vulnerable to international shocks, unstable weather conditions, a worsening 
debt  situation and deteriorating terms of  trade.  This,  together  with  new labour, 
water and land reform legislation, led to skewed perceptions regarding the aims of 
this legislation, heightened expectations of labour, and public statements by various 
pressure  groups  which  contributed  to  a  negative  reaction  among  commercial 
farmers  and a  reduction  in  the  number  of  full-time employees  on  farms.  Some 
economists  believe that  the changes  have also  led to  market  failure  in  several 
dimensions, as set out in Box A.0.1.

There are also a number of special commodity organisations, which are affiliated to 
either the provincial agricultural unions or direct to Agri SA. Examples of these are 
organisations  for  grain  producers,  wool  growers,  sugar-cane  growers,  poultry 
producers, timber growers and vegetable and fruit producers.
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Box A.0.1: SOUTH AFRICA - Overview of the Sector Post 1994 Government of 
National Unity

The  government  of  national  unity,  elected  in  1994,  ushered  in  a  new  era  of  policy 
changes across the entire range of government functions. Their primary focus was to 
increase the participation of black farmers/ farm workers in the more profitable activities 
of  the  agricultural  sector  (i.e.  highly  profitable supply  chains).  These policies  created 
failures and simultaneously eliminated failures in the factor and product markets in order 
to benefit farm workers; hence, creating factor and product markets barriers to entry for 
commercial farmers. Examples of these factors:

a. Land  Market  failure. Land  reform  initiatives  included  land  restitution,  land 
redistribution and tenure reform programmes. This initiative, launched in 1994, was 
aimed  at  settling  small  farmers  on  viable  farming  operations  in  the  commercial 
farming areas.  The implementation of land reform has been slow, it is now realized 
that the willing seller willing buyer approach is not working and the government is 
reviewing  possible  options  to  fast  track  the  process.  Through  LRAD policy,  black 
citizens of South Africa over 18 years old can receive a grant of R20.000 to R100.000 
whilst contributing a minimum of R5.000 which could also be in kind;

b. Water market  Failure Licences  to  storage water  only  given to  projects  that 
involve black people;

c. Labour Market failure. Commercial farmers need to compete with other farmers 
and  with  other  rural  and  urban  non-farm  activities  to  attract  labour.  The  policy 
increased  the  cost  of  labour  for  commercial  farmers  as  minimum wage  for  farm 
workers was also established;

d. Credit Market failure. Cheap credit (4-5percent below commercial loan rates) is 
available to projects that involve previously disadvantaged people as partners; and

e. Product Market failure. The Government deregulated the markets in 1994; the 
cooperatives that used to regulate price and monopolize the commercialization of 
agricultural products were privatized

With  regard  to  supporting  the  emergent  small  farmers,  while  the  roles  and 
responsibilities of the Department of Agriculture, Forestry and Fisheries (DAFF) and 
the  Department  of  Land  Affairs  (DLA)  have  been  well  clarified  in  the  policy 
documents, Mdlulwa says that in a 2011 study, Kau reported that the departments 
themselves failed to streamline some of their existing policies to accommodate the 
Land  Reform and  Rural  Development  (LRAD)  programme;  for  instance,  in  some 
cases: 

a. DLA would approve the grant application for the farm while on the other side 
the department may even take up to 2 years before approving the CASP grant 
for the same project;
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b. Most of the time even after the approval of the CASP funds it takes a while 
before the actual disbursement of the funds due to administrative issues such as 
supply chain processes; 

c. the Provincial Departments of Agriculture will experience budget cuts where 
extension practitioners become grounded for months due to lack of operational 
capital; and 

d. inexperienced  farmers  who  are  in  desperate  need  of  technical  support 
services will meanwhile have to fend for themselves – this adds to the high rate 
failure of the LRAD projects.

Given  these  and  other  challenges  in  support  service  delivery  and  programme 
effectiveness in favour of  small  emergent farmers.  The National  African Farmers 
Union (NAFU) serves as a mouthpiece to press for improvement; NAFU comprises 
predominantly  of  black  small-holder  farmers  in  South  Africa  and  focuses  on 
advocacy; it has and continues to lobby for access to critical resources such as land, 
credit, information, extension and other support services. The broad aims of NAFU 
was to  lobby for policy reforms aimed at levelling the field in all agricultural matters 
with particular reference to land acquisition, agricultural  funding, market access, 
extension, training, credit to member and public policy.

In  Zambia, evolution of policies has been adequately outlined under the previous 
section. IN that country, over three quarters of the population lives along the line of 
rail and in the copperbelt. Much agriculture is close to here and to the great North 
Corridor that leads to Dar es Salaam.
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ANNEX A.1 MALAWI

Table A.1.1: MALAWI – The Significance of Fertiliser in Total Imports, 
2003-2010 (Millions of Kwacha)

Years 2003 2004 2005 2006 2007 2008 2009 2010

Fertilizer 4,556 6,980 13,1
59

8,550 26,5
09

47,39
9

38,11
5

30,83
3

Pharmaceutical 
products

- - - - - - - -

Diesel and other fuels 4,211 5,954 6,685 9,742 11,42
7

14,97
9

1,647 17,509

Vehicles - - - - - - - -

Petroleum 2,761 3,500 3,252 4,389 6,011 7,334 9,047 8,705

Paraffin 664 859 1,075 942 1,317 1,359 504 576

Coal 86.2 222 233 154 119 96 92 158

TOTAL 12,27
8

17,51
5

24,40
4

23,77
7

45,38
3

71,16
7

49,40
5

57,781

%Fertilizer
37 40 54 36 58 67 77

53

Source: NSO and Ministry of Industry and Trade. Notes: *Revised 2009data ** Preliminary 
2010 data

Table A.1.2: Progression of Malawi’s Farm Input Subsidy Programmes 
(FISP) 1998/9-2012/13

Year Facility Name Households Maize Fertilizer 
(tons)(millions) Surplus –

million 
tons

1998/99 Starter Pack 2.3 34,500
1999/00 Targeted  Input Programme 2.8 42,000
2000/1 Targeted Input Programme 1.5 7,500
2001/2 Targeted Input Programme 1.0 10,000
2002/3 Winter Targeted Input Programme 0.4 20,000
2003/4 Target Input Programme 2.0 2,000
2004/5 Targeted Input Programme 2.5 50,000
2005/6 Input Subsidy 1.7
2006/7 Farm Input Subsidy Programme 2.2 1.3
2007/8 FISP 1.9 0.5
2008/9 FISP 2.1 1.3

2009/10 FISP 1.6 0.8 160,000
2010/11 FISP 1.6 1.1*
2011/12
2012/13

FISP
FISP

1.4
1.5 150,000
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Sources: Ministry of Agriculture and Food Security Annual Agricultural Statistical Bulletin 
2007/8 and  Ministry of Development Planning and Cooperation, Annual Economic Report, 
2011; 2011/12 Budget Statement. *From second estimates.

Table A.1.3:  MALAWI – Selected Major Agriculture Sector 
Investments

Sub-sector

Financial Contribution Dates

Governme
nt

(MK)

Donors
Starti

ng End
Crop 
Productio
n

Smallholder Out Grower 
Sugarcane Production 

        350,00
0,000 

 UA 
6,781,535 

08/200
0

12/200
2

Promotion of Cotton Production 
        631,00

0,000  
01/200

4
06/200

9
Wheat and Cotton Production 
Enhancement  

  
-   

01/200
6

06/200
8

Institutional  Development 
Across the Agri Food Sector 
(IDAF)

  €7,970,000 06/06 
12/201

0 

 
 MK27,709,

120   
Mwanza RDP( Institutional 
Strengthening)

          67,14
2,074    

Livestock 
Productio
n

Broiler and Layer Management 
Development

         144,4
37,050  

01/200
4

07/200
8

Livestock Specialist Training 
         5,550,

000  
01/200

6 06/008
Small Stock Development 
Project 

     131,700,
000  

01/200
6

06/201
1

Dairy Development Project 
     396,000,

000  
01/200

6
06/201

6
Animal Health Improvement 
Project 

     190,509,
320  

01/200
6

06/201
1

TARDS
Technical 
Services

Small Farms in the Region of 
Lake Littoral  $1,485,449  $7,415,000   
Irrigation, Rural Livelihoods and 
Agriculture Development (also 
under  irrigation)

 US$ 
2,800,000 

 $48,000,00
0 

05/200
6

06/201
1

Kapichira Irrigation Development 
Project

   183,311,6
43    

Formulation and Legislation of 
Policy Instruments for Agric. 
Productivity & Trade 

          47,24
7,250  

01/200
6 062008

Up scaling Production of Breeder 
and Basic Seed and Livestock 

         715,7
66,910  

01/200
6 062011

Improvement of Irrigation 
Infrastructure in Agricultural  
Research Stations

         169,3
35,000  

01/200
6 062010
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Farm Income Diversification 
Programme  

 €36,500,00
0   

Agricultural Regulatory and 
Advisory Services.

         317,8
29,000  

01/200
6 062010
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TABLE A.1.3 continued:

Sub-sector

Financial Contribution Dates

Governme
nt

(MK)

Donors
Starti

ng End
Manageri
al 

     183,124,
689 

       259,88
6,353   

IDEEA
       58,305,

400 
         53,36

6,818   

Construction of Grain Silos
  3,300,000,

000  
07/01/2

006
31/062

008

Irrigation
Smallholder Crop Production and 
Market Project (SCMP)

Funded by 
AfDB

 Small Farms Irrigation Project 
(SFIP) (SFIP)

funded by 
BADEA

Malawi Irrigation Development 
Support Programme (MIDSUP)

Funded by 
Malawi 

Governmen
t

Agricultural Infrastructure 
Support Programme (AISP)

co-funded 
by World 
Bank and 

AfDB

Green belt Initiative (GBI)
Funded by 

India

Sources: Ministry of Agriculture and Food Security and Department of Irrigation

TABLE A.1.4: MALAWI - NATIONAL PRODUCTION OF 12 MAJOR CROPS

Crop 
(tons) 2004/5 2005/6 2006/7 2007/8 2008/9 2009/10 2010/11

Food crops

Cassava
2,197,6

40
2,832,1

41
3,285,12

7
3,491,18

3
3,874,70

5
4,000,98

6 4,316,373

Maize
1,225,2

34
2,611,4

86
3,444,65

5
2,777,43

8
3,769,10

2
3,419,40

9 3,895,181
Yield(Kg/Ha
) 809 1,608 1,997 1,650 2,228 1,970 2,248

Rice 41,270 91,450 113,166 114,885 137,130 110,106 117,733
Sweet 
potato

1,081,4
63

1,781,5
95

2,307,35
4

2,320,69
6

2,730,96
5

2,897,88
8 3,223,263

Irish potato 404,420 527,831 593,842 673,122 794,655 775,262 928,941

Wheat 1,730 2,000 4,605 2,386 2,811 2,341 1,850

Sorghum 18,175 54,309 63,698 61,999 60,025 53,932 73,330

Millet 15,970 27,037 32,251 31,869 26,866 24,495 32,911

Pulses 209,492 344,586 415,551 387,347 501,376 470,489 531,967

Groundnuts 141,078 203,071 273,757 243,215 293,948 297,487 325,215

Non-Food Crops
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Tobacco 93,598 121,600 117,412 160,238 208,154 172,972 174,928

Cotton 50,363 58,569 63,290 76,761 72,664 29,165 52,456

Sources: Ministry of Development Planning and Cooperation; Ministry of Agriculture and 
Food Security: Third Crop Estimates [2004/5-2005/6 & I. potato added Third Crop Estimates 
2010/11].

Table A.1.5: MALAWI - Assets, Livestock and Other Investments From 
the Field Study

No.
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Source: Field study in Lilongwe
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Figure A.1: MALAWI – Trend in Commercial Estates
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ANNEX A.2 SOUTH AFRICA

Fig A.2.1: S. AFRICA - Investment in  Agriculture (DAFF, 2012)

Table A.2.1: S. AFRICA - Annual Government Budget Allocation Per 
Programme - (R’000), DAFF, 2011

Governm
ent 

program
me 2007/2008 2008/2009 2009/2010 2010/2011 Total

Letsima 0 96000 50000 200,000 346000

CASP 415000 538128 715394 862365 2530887

Land care 46725 51003 51417 54502 203647

Total 461725 685131 816811 1116867 3080534

Figure A.2.2: S. AFRICA - Expenditure on Intermediate (consumable) goods 
and Services (DAFF, 2011)
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Table A.2.2: S. AFRICA - Value of Certain Intermediate Production Goods 
Purchased

Inputs 2005 2006 2007 2008 2009 2010 2011 Total

Pasture seeds 60000 60000 60000 60000 60000 60000 60000
42000

0

Fertilizer 37000 37000 37000 37000 37000 37000 37000
25900

0

Supplements 48000 48000 48000 48000 48000 48000 48000
33600

0

Feed 90000 90000 90000 90000 90000 90000 90000
63000

0

Fuel 70000 70000 70000 70000 70000 70000 70000
49000

0

Medicines 3000 3000 3000 3000 3000 3000 3000 21000

Chemicals 10000 10000 10000 10000 10000 10000 10000 70000

 Total
31800

0
31800

0
31800

0
31800

0
31800

0
31800

0
31800

0
22260

00

Table A.2.3: S. AFRICA - Value of Certain Intermediate Production Goods 
Purchased  (R’million)

Year

Packing 
material

Fuel Fertilizers Stock 
and 

poultry 
feed

Dips and 
sprays

Total value of 
all 

intermediate 
goods and 
services 

purchased
2005/0
6

2 651.9 5 074.0 3 259.9 12 049.3 2 981.1 42 694.2

2006/0
7

2 731.5 6 045.0 4 377.8 13 438.5 3 164.6 47 830.8

2007/0
8

3 190.9 8 387.2 7 594.6 14 111.6 3 591.4 57 378.6

2008/0
9

3 843.3 12 
075.1

7 060.2 15 263.1 4 421.5 67 646.6

2009/1
0

4 573.5 11 
599.6

5 867.9 16 508.5 5 308.3 71 955.2

2010/1
1

5 495.5 11 
414.0

5 653.7 17 855.6 6 330.8 79 243.9

Total
22 486.6

54 
594.9 33 814.1 89 226.6 25 797.7

              366 
749.3

Source: DAFF, 2012

Figure A.2.3: S. AFRICA – Private sector Investment in Agriculture (DAFF, 
2012)
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Figure A.2.4: S. AFRICA – Agribusiness company Investment into 
Agriculture (DAFF, 2012)

Figure A.2.5: S. AFRICA – Commercial Banks Investment into Agriculture 
(DAFF, 2012)

Figure A.2.6: S. AFRICA – Gross Capital Assets in Agriculture (DAFF, 2012)
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Table A.2.4: S. AFRICA - Value of capital assets in commercial farms 
(R’million)

Year
Land and fixed 
improvements

Machinery, 
implements, 

motor vehicles 
and tractors Livestock Total

2005 85237.4 24728.5 33373.2 143339.1

2006 94664.1 26836.7 37110.3 158611.1

2007 105188.2 28891.4 44325.7 178405.3

2008 116795.9 33810.5 47669.8 198276.2

2009 123084.3 37370.2 50555.5 211010

2010 132858.7 39557.6 50999.8 223416.1

2011 143869 43923.6 54727.5 242520.1

Total 801697.6 235118.5 318761.8 1355578

Source: DAFF, 2012

Table A.2.5: S. AFRICA - Total farming debt (R’million)

Year
Land 
Bank

Commer
cial 

banks

Agricult
ural 

Coops
DAFF

Priva
te 

Perso
ns

Other 
Financia

l 
Instituti

ons

Other 
Debt Total

2005 6221 19914 4579 398 2872 871 1587 36442

2006 5018 22044 5060 270 2898 878 1602 37770

2007 4797 25215 5691 246 2925 886 1616 41376

2008 13835 31700 6110 287 2951 895 1631 57409

2009 13218 37689 7268 242 2978 903 1646 63944

2010 14409 42152 7633 198 3005 911 1661 69969

2011 19792 45805 7954 183 3033 919 1676 79362

Source: DAFF, 2012
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ANNEX A.3 ZAMBIA

Table A.3.1:  ZAMBIA - Maize Production by Category of Farmer (MT)

Year Total 
Product

ion

Product
ion by 
Large 
scale 

Farmer
s

Product
ion by 

Small & 
Medium 

Scale 
Farmer

s

Large 
Scale 

Contribu
tion (%)

Approx Productivity
(MT/ha)

Large 
Farms

Small/M
ed 

Farms

Ratio 
Small/Med:La

rge (%)
2004/05 866,18

7
254,80

4
611,38

2
29 4.3 0.8 19

2005/06 1,424,4
39

313,51
9

1,110,9
19

22 6.1 1.5 25

2006/07 1,366,1
58

287,08
9

1,079,0
69

21 5.3 1.3 24

2007/08 1,211,5
66

218,72
8

992,83
8

18 5.9 1.1 19

2008/09 1,887,0
10

229,89
3

1,657,1
17

12 4.9 1.5 31

2009/10 2,795,4
83

306,54
0

2,488,9
43

11 5.1 2.1 41

Source: CFS, MACO (productivity columns calculated from Tables A.31 and A.3.2a)

Table A.3.2: ZAMBIA - Budget Allocation at National Level Compared 
to The Agriculture Sector

Year

Nominal Budget Real Budget

(….billion kwacha) % (….billion kwacha) %

Total 
National 
Budget

Allocation 
to 

Agricultur
e 

Share of 
Agricultu

re 

Total 
National 
Budget 

Allocation to 
Agriculture 

Share of 
Agricultur

e 

2005 8,813 464 464 14,14
6

745 5.00

2006 10,237 651 651 13,88
7

883 5.98

2007 12,042 1,086 1,086 14,98
4

1,351 8.27

2008 13,761 1,475 1,475 15,47
4

1,659 9.68

2009 15,279 1,266 1,266 15,27
9

1,266 7.65

Notes: Values are normalized using the 2009 inflation rate (i.e. 2009 = 100)
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Table A.3.3:  ZAMBIA - Public Allocations to the Crops Sub-Sector in 
(Million) Zambian Kwacha (2004 – 2010)

Year Personnel 
Emolument

s

Goods 
and 

Services

Capital 
Allocation

Subsidies, 
Grants 

and Social 
Benefits

Other Total

2004 47,785 135,169 14,196 
(6.9%)

5,708 - 202,85
8

2005 15,050 217,803 8,904 
(3.6%)

2,351 - 244,10
9

2006 17,102 33,252 - 234,610 5,705 290,66
9

2007 23,641 45,827 - 353,573 18,956 441,99
8

2008 23,651 210,610 - 82,551 13,166 329,97
9

2009 27,994 38,311 - 529,225 14,531 610,06
2

2010 24,521 559,362 - 2,360 2,775 589,01
8

Table A.3.4:  ZAMBIA - GDP by Kind of Economic Activity at Constant 1994 
Prices (K' Billion) 

Kind Of Economic Activity/Year 2005 2006 2007 2008 2009 2010
Agriculture, Forestry and Fishing, 
of which:

448 458 460 472 506 539

• Agriculture 206 212 207 211 237 269

• Forestry 165 167 174 180 187 194

• Fishing 77 79 80 81 83 77

Mining and Quarrying 271 291 301 309 371 428
Primary Sector 719 749 761 781 877 967
Manufacturing 335 355 365 372 380 396
Electricity, Gas and Water 81 89 90 89 95 102
Construction 287 329 394 429 469 508
Secondary Sector 704 773 850 890 945 1,006
Tertiary Sector 1,619 1,728 1,850 1,984 2,061 2,198
Less: FISIM (138) (142) (145) (149) (154) (157)
Total Gross Value Added 2,904 3,108 3,317 3,505 3,730 4,013
Taxes less subsidies on Products 256 248 247 261 278 299
Total G.D.P. at Market Prices 3,159 3,356 3,564 3,766 4,008 4,313
Real growth rates 5.3 6.2 6.2 5.7 6.4 7.6
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Table A.3.5: ZAMBIA - Investment Pledges in Agriculture (US $' Million), 

2005 - 2010

Year FDI Domestic

2005 31,455,227 730,891

2006 60,908,995 -

2007 63,301,687 -

2008 46,027,671 10,000,000

2009 308,626,470 2,900,888

2010 194,000,000 -

Source: ZDA

Table A.3.6: ZAMBIA - Production Output for Major Crops in Metric Tonnes 
(2005 – 2010)

Crop
Agricultural Season

2004/200
5

2005/200
6

2006/200
7

2007/200
8

2008/200
9

2009/201
0

Food Crops

Cassava 1,056,000 1,059,887 1,185,599 1,160,853 1,151,700 1,179,657

Maize 866,187 1,424,439 1,366,158 1,211,566 1,887,010 2,795,483

Sorghum 18,714 21,047 12,773 9,992 21,829 27,732

Millet 29,583 48,159 21,707 33,934 48,967 47,997

Paddy Rice 13,337 13,964 18,317 24,023 41,929 51,656

Sunflower 8,112 15,003 8,953 12,662 33,653 26,420

Groundnuts 74,218 84,010 55,215 70,527 120,564 164,602

Mixed Beans 23,098 27,697 24,164 44,463 46,729 65,265

Soya Beans 89,660 57,815 55,194 56,839 118,794 111,888
Non-Food 
Crops
Seed Cotton 155,213 118,425 54,886 71,820 87,018 72,482

Burley Tobacco 13,094 7,742 24,011 4,659 8,758 9,809
Virginia 
Tobacco 23,211 14,685 15,562 17,005 18,487 22,074
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Table A.3.7: ZAMBIA – National Findings on All Households Ownership of 
Assets and
Their Value in 2010

Asset type

National Investment 
Totals

Value 
per 

Investi
ng 

Househ
old

(ZMK 
‘000)

NotesNo. Of 
Househ

olds

Value of

Investment

(ZMK 
billions)

Ran
k

Structures  and 
Improvements

1405 23170 1

Residential Building 1341 21773

Non residential building 64 1397

Multipurpose 
Machinery & 
Equipment – NOT 
specifically 
Important for 
Agriculture

1176 2508 2 Heavily 
dominated  by 
investment  in 
cars

Sewing machine 76 27

Carpentry plane 48 3

Fishing net 124 8

Hunting gun 16 37

Knitting machine 7 3

Lawn mowers 3 2

Generator 18 39

Van/minibus 16 402

Car 87 1935

Watch 316 13

Clock 465 38

Electrical  and 
Electronic 
Equipment

5576 2494 3
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Electrical: 1519 930

Electric stove 458 321

Refrigerator 225 302

Deep freezer 243 250

Washing machine 11 14

Dish washer 135 6

Ventilator 434 29

Air conditioner 13 8

Electronic: 4057 1564

Radio/stereo 1180 323

Television 740 464

Satellite dish/decoder 
(free to air)

196 88

Satellite dish/decoder 
(DSTV)

91 55

Other pay TV 14 2

DVD/VCR 424 102

Home theatre 159 146

Land telephone 18 2

Cellular phone 1233 208

Computer 16 174



108

Table A.3.7 continued (1):

Asset type

National Investment 
Totals

Value 
per 

Investi
ng 

Househ
old

(ZMK 
‘000)

NotesNo. Of 
Househ

olds

Value of

Investment

(ZMK 
billions)

Ran
k

Machinery  and 
Equipment  – 
Agriculture

2666 1472 4

Processing: 61 230

Hand hammer mill 43 170

Grinding/hammer mill 
(powered)

9 55

Sheller 6 4

Rump presses oil 
expellers

3 1

Onfarm: 2605 1242

Hoe 2029 27

Plough 218 81

Crop sprayer 128 21

Small/hand-driven 
tractor

2 18

Wheel tractor 6 166

Scotch cart 87 146

Oxen 133 781

Donkey 2 2

Furniture  and 
Fittings

6665 1448 5

Bed 1783 296

Mattress 1789 306
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Mosquito net 1833 21

Table (dining) 494 156

Lounge suite 766 669

Multipurpose 
Machinery & 
Equipment – Partly 
Important for 
Agriculture

4095 1002 6

Private water pump 16 37

Hand saw 111 5

Axe 1569 17

Pick 313 6

Hammer 469 20

Shovel/spade 494 12

Wheel barrow 130 24

Bicycle 901 222

Motor cycle 14 52

Large truck 5 287

Small/pick up truck 10 297

Canoe 51 8

Boat 12 15
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Table A.3.7 continued (2):

Asset type

National Investment 
Totals

Value 
per 

Investi
ng 

Househ
old

(ZMK 
‘000)

NotesNo. Of 
Househ

olds

Value of

Investment

(ZMK 
billions)

Ran
k

Infrastructure etc (Information  not 
available)

Intermediate 
Inputs and Annual 
Consumables 

(Information available for 
input  subsidies  –  see 
text)

TOTAL - 32139 -

Table A.3.8: Zambia - Number Of All Households Owning Assets By 
Province, 2010

Asset Type Centr
al

Copp
erbelt

Easte
rn

Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATION
AL

(‘000)

Infrastructure etc (Information not available)

Intermediate Inputs and Annual Consummables (Information available for input 
subsidies – see text)

Furniture and Fittings
6665

Bed
204,2

33
326,7

33
123,4

72
130,5

99
332,6

21
213,5

54
100,0

19
235,7

91
114,5

87
1783

Mattress
209,2

72
332,8

36
134,7

05
126,3

91
344,3

09
224,0

31
95,93

0
212,0

35
110,0

26
1789

Mosquito net
199,6

14
236,8

54
265,7

38
143,3

38
233,2

01
250,9

32
105,2

43
243,1

99
154,9

33
1833

Table (dining)
62,03

7
87,73

5
32,01

1
37,07

1
125,6

98
55,15

4
36,30

0
51,22

2
44,14

6
494

Lounge suite
86,44

6
203,0

22
35,72

6
24,09

3
212,9

78
60,84

4
24,53

0
89,45

1
29,21

0
766
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Electrical and Electronic Equipment
5576

Electrical: 1519

Electric stove
28,51

0
146,4

21
11,93

7 5,619
194,4

51
14,17

6 8,884
42,55

1 5,522
458

Refrigerator
12,36

3
68,80

7 6,550 2,890
100,8

12 6,570 4,259
18,94

5 2,718
225

Deep freezer
17,43

1
84,05

7 6,881 5,275
85,97

1 9,739 5,792
23,91

6 3,667
243

Washing 
machine 903 1,671 202 86 5,959 25 150 493 155

11

Dish washer
19,71

8
15,87

2 2,980
20,94

2
44,17

7 1,865
14,10

3 9,491 6,391
135

Ventilator
30,11

8
135,8

83
13,98

3 7,599
169,0

76
17,52

9
11,06

5
38,19

0 9,984
434

Air 
conditioner 684 2,063 1,097 93 6,925 900 667 433 61

13

Table A.3.8 continued (1):

Asset Type
Centr

al

Copp
erbel

t
Easte

rn
Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATIO
NAL

(‘000)

Electronic:
4057

Radio/stereo
140,5

00
204,2

29
151,6

22
72,94

9
209,2

92
133,1

28
62,84

6
137,7

11
67,94

1
1180

Television
75,92

9
197,3

56
43,05

6
16,56

2
244,2

36
37,11

2
20,70

2
82,11

4
23,01

5
740

Satellite 
dish/decoder 
(free to air)

16,22
9

68,53
1

10,06
2 6,209

41,14
8 9,991 6,936

28,96
6 9,000

196

Satellite 
dish/decoder 
(DSTV) 5,318

28,75
3 3,270 3,531

40,51
6 2,314 3,129 7,370 1,893

91

Other pay TV 1,026 2,881 591 5 4,039 2,206 1,254 778 1,269 14

DVD/VCR
35,46

0
124,2

79
21,82

5
10,57

1
141,4

84
20,91

8
11,98

8
47,35

8
11,12

1
424

Home 
theatre

11,97
4

37,59
4 6,090 3,403

61,04
7 5,313 4,680

23,72
8 4,780

159

Land 
telephone 1,741 6,690 1,112 151 4,596 353 82 1,230 703

18

Cellular 
phone

135,3
00

262,8
15

113,4
86

55,32
7

303,3
95

100,0
97

51,01
1

160,3
86

53,50
6

1233

Computer 3,176
18,31

7 2,694 706
31,85

3 1,683 690 6,165 1,200
16

Non-Electrical household Equipment
2178

Brazier/Mbau
la

191,6
20

328,0
17

142,1
98

145,2
59

314,1
83

222,6
42

74,65
8

151,0
39

63,68
5

1634

Gas stove 836 3,280 1,433 369 4,283 188 566 1,920 86 12

Sundry Non 
electrical

81,10
3

92,54
9

54,66
2

50,08
7

56,17
8

82,34
0

25,75
5

67,05
6

23,39
5

532

Machinery and Equipment – Agriculture 2666



112

Processing: 61

Hand 
hammer mill 1,959

14,95
6 5,823 2,639 1,804 5,640 631 6,088 1,749

43

Grinding/ham
mer mill 
(powered) 1,150 552 1,300 1,377 925 1,767 754 1,104 364

9

Sheller 1,007 1,402 1,948 5 145 861 36 1,131 71 6

Rump 
presses oil 
expellers 633 165 148 1,553 21 646 40 93 -

3

Onfarm: 2605

Hoe
224,5

51
258,1

70
324,8

34
181,2

27
158,4

71
295,4

60
128,7

70
268,4

85
189,7

60
2029

Plough
38,82

9 2,337
62,46

8 86 4,816 3,479 1,179
81,82

9
23,83

0
218

Crop sprayer
29,79

7 8,977
50,54

7 609 7,081 6,613 1,237
20,93

2 1,655
128

Small/hand-
driven tractor 595 22 - - 292 38 - 340 20

2

Wheel tractor 1,468 628 325 48 2,033 468 17 1,071 - 6

Scotch cart
18,42

8 1,381
28,97

5 255 1,508 684 1,279
29,14

3 5,931
87

Oxen
25,44

8 1,389
46,77

6 257 1,526 1,290 2,522
40,15

4
15,23

8
133

Donkey 215 98 303 - - - 28 1,014 277 2

Table A.3.8 continued (2):

Asset Type
Centr

al

Copp
erbel

t
Easte

rn
Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATIO
NAL

(‘000)

Multipurpose Machinery & Equipment – Partly Important for Agriculture 4095

Private water 
pump 2,167 1,089 675 66 8,856 370 132 1,821 456

16

Hand saw
17,26

9
17,21

7
14,67

9 8,037
14,32

3
13,37

6 5,721
12,20

5 9,108
111

Axe
176,5

89
145,5

97
274,0

78
157,8

46
68,63

1
269,8

57
108,9

30
199,6

05
166,3

89
1569

Pick
50,43

3
58,93

3
29,46

1
14,57

0
51,90

3
28,15

0
11,92

9
57,78

4
10,45

5
313

Hammer
63,37

5
79,69

3
72,52

0
26,30

5
55,48

5
63,12

3
18,66

9
58,68

7
31,39

9
469

Shovel/spade
68,97

2
98,10

3
47,42

2
25,52

8
76,70

6
46,11

1
26,86

6
65,14

0
39,63

0
494

Wheel 
barrow

20,05
3

30,85
1

10,32
3 4,659

27,68
1

12,55
1 4,452

16,67
4 2,491

130

Bicycle
126,0

52
89,57

8
182,5

28
99,48

3
48,42

4
160,1

49
59,24

7
110,9

93
26,32

6
901

Motor cycle 2,017 819 2,477 306 1,074 1,228 1,893 2,625 1,192 14

Large truck 367 1,620 383 125 791 558 15 155 17 5

Small/pick up 
truck 1,879 2,752 908 261 2,124 490 341 1,419 128

10

Canoe 1,159 989 378
14,63

0 596
14,44

1 1,934 3,085
13,80

3
51
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Boat 754 211 933 5,201 286 2,388 286 1,270 661 12

Multipurpose Machinery & Equipment – NOT specifically Important for Agriculture 1176

Sewing 
machine 8,701

16,55
4 7,241 2,590

14,02
8 9,511 1,895

12,70
1 2,465

76

Carpentry 
plane 3,246 8,779 9,146 3,356 6,416 6,826 1,824 3,684 4,670

48

Fishing net 2,674 3,947 1,681
37,52

1 2,215
34,92

5 4,258
10,59

3
25,66

9
124

Hunting gun 4,248 1,048 1,244 477 2,037 1,550 1,882 2,072 2,541 16

Knitting 
machine 1,844 730 128 38 1,857 74 77 2,176 336

7

Lawn 
mowers 108 1,203 225 - 628 20 109 719 20

3

Generator 3,759 2,486 4,295 1,210 3,019 1,442 803 1,356 800 18

Van/minibus 919 5,752 1,130 106 4,673 1,085 402 2,203 197 16

Car 5,075
27,36

4 4,028 831
39,49

6 1,570 1,415 6,916 631
87

Watch
35,84

3
54,85

3
28,78

8
24,05

1
61,30

2
41,26

9
20,75

6
32,93

0
16,17

0
316

Clock
44,40

2
119,5

36
33,28

0
22,04

2
132,6

84
41,53

2
13,58

7
43,87

2
14,68

1
465

Structures and Improvements 1405

Residential 
Building

113,3
50

156,1
93

227,3
61

101,6
79

92,84
7

210,1
16

75,99
6

203,4
38

161,3
76

1341

Non 
residential 
building

10,63
9 8,747

10,95
0 8,228 6,603 7,915 2,089 5,524 3,002

64
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Table A.3.9:  ZAMBIA - Value of Assets Owned by All Households by 
Province, 2010 (ZMK MILLIONS)

Asset Type

ZMK millions ZMK 
billions

Centr
al

Copp
erbelt

Easte
rn

Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATION
AL

Infrastructure etc (Information not available)

Intermediate Inputs and Annual Consummables (Information available for input 
subsidies – see text)

Furniture and Fittings
1448

Bed 27,568 59,294 18,774 14,459 78,642 22,806 14,859 39,737 19,285
296

Mattress 33,975 60,138 20,697 19,256 63,975 36,230 16,676 35,079 20,052
306

Mosquito net 2,104 3,619 2,015 1,094 2,945 1,696 1,752 4,298 1,283
21

Table (dining) 13,411 41,725 6,578 8,877 50,474 7,048 11,115 10,656 5,776
156

Lounge suite 62,171 202,035 28,008 17,187 214,087 34,853 23,040 59,628 28,233
669

Electrical and Electronic Equipment
2494

Electrical: 930

Electric stove 19,615 118,906 9,772 4,962 115,334 12,671 8,679 24,798 5,068
321

Refrigerator 14,059 75,377 41,482 5,306 108,753 8,722 7,507 39,257 3,227
302

Deep freezer 14,884 84,218 7,625 6,523 74,893 11,075 23,266 24,459 3,777
250

Washing machine 706 2,482 330 1 9,464 15 313 688 253
14

Dish washer 305 1,007 42 174 3,494 16 333 215 277
6

Ventilator 1,780 8,613 981 537 11,607 1,080 664 2,229 563
29

Air conditioner 131 2,088 200 7 5,337 220 399 463 53
8

Electronic:
1564

Radio/stereo 34,280 81,920 21,839 13,600 86,638 21,551 16,334 30,559 14,703
323

Television 36,436 128,969 21,132 9,069 157,979 19,724 11,747 63,790 15,375
464

Satellite 
dish/decoder (free 
to air) 7,649 29,921 5,134 3,986 15,944 6,016 3,819 11,170 4,024

88

Satellite 
dish/decoder 
(DSTV) 2,273 16,726 2,006 3,847 23,167 915 2,028 3,219 1,025

55

Other pay TV 58 549 88 2 831 158 343 103 446
2

DVD/VCR 8,792 30,684 6,091 2,621 31,232 5,222 3,324 10,912 2,902
102

Home theatre 9,356 35,337 14,633 2,954 50,216 4,131 5,589 16,801 5,450
146

Land telephone 189 1,017 140 12 993 50 5 187 158
2

Cellular phone 17,740 49,635 13,317 6,727 66,186 13,129 8,369 25,663 7,092
208

Computer 6,393 43,036 6,971 21,987 74,270 3,357 1,707 14,062 2,614
174
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Table A.3.9 continued (1):

Asset Type

ZMK millions ZMK 
billions

Centr
al

Copp
erbelt

Easte
rn

Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATION
AL

Non-Electrical household Equipment
46

Brazier/Mbaula 2,586 6,563 862 1,169 2,339 11,198 8,009 1,141 410
34

Gas stove 315 1,350 127 1 1,881 145 19 502 36
4

Sundry Non 
electrical 1,257 1,399 865 789 837 1,375 430 1,251 456

8

Machinery and Equipment – Agriculture (See tables 12 – 14) 1472

Processing: 230

Hand hammer mill 3,829 504 4,007 130 43 583 5 159,913 63
170

Grinding/hammer 
mill (powered) 6,374 2,154 11,731 1,722 10,558 7,151 3,288 8,046 4,441

55

Sheller 1,657 191 542 1 30 49 2 1,037 137
4

Rump presses oil 
expellers 247 12 1,220 17 0 127 30 2 #VALUE!

1

Onfarm: 1242

Hoe 2,537 3,007 4,419 3,100 2,115 4,122 1,967 2,165 2,465
27

Plough 18,008 1,047 21,430 108 5,439 1,153 788 24,723 9,691
81

Crop sprayer 4,963 1,658 7,585 129 1,096 1,083 209 3,843 167
21

Small/hand-driven 
tractor 3,172 374 12,804 2,077 74 163

18

Wheel tractor 40,542 21,399 128 12 21,129 23,206 297 60,226
166

Scotch cart 15,129 773 32,477 107 1,577 1,072 1,694 28,502 66,008
146

Oxen 54,931 3,099 119,533 659 2,716 4,560 4,089 565,407 26,236
781

Donkey 254 78 1149 0 28 1144 175
2

Multipurpose Machinery & Equipment – Partly Important for Agriculture (See tables 
12 – 14)

1002

Private water pump 5,350 3,387 608 256 27,428 182 172 747 45
37

Hand saw 448 1,796 689 285 416 948 254 408 639
5

Axe 1,827 1,566 2,806 2,089 802 2,114 1,295 2,029 1,798
17

Pick 796 1,081 638 255 1,059 487 237 984 195
6

Hammer 824 11,491 4,775 295 843 798 265 848 450
20

Shovel/spade 1,511 2,372 1,090 565 1,831 926 796 1,515 1,130
12

Wheel barrow 2,176 3,698 2,020 624 9,845 1,556 602 2,640 330
24

Bicycle 27,539 21,771 36,890 26,073 23,879 36,778 16,657 24,654 5,675
222

Motor cycle 5,422 2,023 7,631 1,406 1,292 11,131 4,275 14,163 5,545
52

Large truck 17,654 123,671 21,010 16,328 86,882 15,370 1,035 3,658 831
287

Small/pick up truck 38,515 94,540 26,224 5,777 48,657 15,678 16,043 41,723 7,564
297

Canoe 285 119 51 2,048 206 2,482 276 1,119 2,637
8

Boat 1,984 1,264 1,846 3,849 1,634 1,779 94 1,602 307
15
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Table A.3.9 continued (2):

Asset Type

ZMK millions ZMK 
billions

Centr
al

Copp
erbelt

Easte
rn

Luap
ula

Lusak
a

North
ern

North 
West
ern

South
ern

West
ern

NATION
AL

Multipurpose Machinery & Equipment – NOT specifically Important for Agriculture 2508

Sewing machine 2,886 7,312 2,425 1,005 5,558 3,461 487 3,900 915
27

Carpentry plane 164 598 461 187 498 541 98 349 406
3

Fishing net 287 54 11 4,390 108 1,733 38 1,090 899
8

Hunting gun 3,135 3,184 2,571 601 8,081 957 884 5,105 12,467
37

Knitting machine 697 467 51 8 1,352 41 102 556 143
3

Lawn mowers 459 2,996 10 675 14 218 81 51
2

Generator 4,473 14,982 7,871 1,430 6,673 958 815 1,404 1,099
39

Van/minibus 15,261 141,702 16,197 3,250 85,309 64,192 8,393 55,584 12,684
402

Car 103,477 552,711 68,280 10,331
1,010,48

6 27,747 25,969 126,857 10,461
1935

Watch 1,293 3,163 412 298 5,666 668 655 650 285
13

Clock 953 25,681 937 583 6,081 1,548 442 871 320
38

Structures and Improvements 23170

Residential Building
1,249,43

5
5,380,95

9
1,469,79

3 184,147
9,869,88

5
1,021,73

6 723,148
1,576,29

3 298,100
21773

Non residential 
building 99,771 412,984 44,475 17,850 327,682 66,075 6,233 90,067 331,509

1397

TOTAL 32139
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ANNEX  A.4  INTERNATIONAL  PERSPECTIVE  -  A 
COMMENTARY 

Agricultural  Investment in  Africa is  receiving renewed attention;  sometimes it  is 
because of concern at “bad” investment reported to be coming in, such as the so-
called  “land  grabs”.  Africa’s  traditional  development  partners  believe  that 
irresponsible investment from new sources risks robbing Africa of its land; they are 
therefore working to promote responsible investment. The OECD, to which almost 
all of Africa’s donors belong, has a long-term activity on this under its investment 
committee.  This  issue  is  not  of  central  interest  to  this  review  of  investment 
experiences in Southern Africa; but general reviews of experience are, including on 
other countries of Africa.

A.4.1 Africa Investment Potentials and Challenges
Recently,  the  OECD  published  a  “Draft  Policy  Framework  for  Investment  in  
Agriculture”22:  in  its  background  it  observes  that  African  countries  allocate  on 
average 4percent of their budgets on agriculture, compared to up to 14percent in 
Asia. The note observes that Africa has some 60percent of the world’s remaining 
farmland the investment into which has potential to help the continent prosper if 
well done. It refers to the danger of land grabs and calls for better policies not only  
in  agriculture but in  many sectors outside it.  The draft  policy  it  offers  refers  to  
principles  for  assessing  best  ways  to  invest  for  fixed-assets  but  also  covers 
intermediate inputs: for example it calls for attention to trade policies ensuring that 
both consumable and long-life inputs are affordable.

An attempt to determine whether Africa has an investment gap was undertaken by 
Oxford  Policy  management  and  published.23 The  authors  looked  at  all  key 
international data sources and essentially found them wanting. They concluded that 
“it  is  essentially  impossible,  on  the  basis  of  internationally  available  and  
comparable  data,  to  provide  quantified  estimates  of  the  main  elements  of  
investment . . . . and so to identify either broad trends or to make international or  
cross-sectoral  comparisons with any degree of confidence.  The situation is even  
worse  for  agriculture-related  investment  or  for  rural  enterprise”.  Of  particular 
relevance to the review attempted here was their observation that one problem 
area is the “general lack of an analytic basis to provide an understanding of the  
relationship between different forms of investment, agricultural production, and the  
wider  rural  economy”.  They have a  few other  observations of  relevance to this 
review:

a. The  complementarity  between  public  and  private  investment  for  African 
agriculture is not likely to be at the sectoral level (e.g. it is the extrasectoral 

22 “Draft Policy Framework for Investment In Agriculture: Reaping The Benefits of  
Investment In Africa’s Agriculture Through an Integrated Policy Framework”. 
Document DAF/INV/AGC (2010)7 (16 September 2010). OECD Directorate for Financial and 
enterprise affairs, Investment Committee. Advisory Group on Cooperation With Non-
Members.

23 Agriculture and Rural Enterprise in Africa: is There an Investment Gap? Stephen 
Jones & Michael Stockbridge.
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public  investment in roads and in institutional  strength for  promoting private 
investment that may most help agriculture etc);

b. Aid and public expenditure on agriculture have generally stagnated [paper 
has no date – it must be at least 5 years old to say this];

c. Since 1980 aggregate private investment has stagnated in absolute terms.

Among the countries studied were Malawi, South Africa and Zambia, on which they 
have some information:

a. With regard to agriculture value-added, they reported steady growth for the 
first two and some stagnation for South Africa. Using indices where 1988-90 = 
100, they report as tabulated below:

Country Index of Agric Value-Added
1978-80 1988-90 1998-2000

Malawi 90.9 100.0 178.4
South Africa 78.4 100.0 97.9
Zambia 75.4 100.0 163.1

b. On  capital  formation,  they  report  a  1980-2000  GFCF  increase  of  only 
10percent  for  sub-saharan  Africa  vs  369percent  for  East  Asia/Pacific. 
Consequently, while such capital formation had been nearly 22percent of GDP in 
1980,  it  had  fallen  to  16.5percent  by  2000  (in  East  Asia/Pacific  it  was 
31.1percent). In 1999, Malawi was listed under Gross Capital Formation bracket 
10-15percent of GDP; Zambia was under the 15-20percent of GDP bracket.

c. Agricultural Capital Stock changes had been as follows:

Table A.4.1: Sub-Saharan Africa capital stock in World Context

Agricultural 
Asset Stock

World 
Value
(US$ 

billions)

Year
Value Indices, 1975=100

World Latin 
America/

Carib

Sub-
Sahara 
Africa

East & 
SE Asia

Total capital 3176 1975 100 100 100 100
3957 1999 125 140 144 150

% of world 1999 - 100 10 6 21

Machinery 515 1975 100 100 100 100
625 1999 121 175 200 264

% of world 1999 100 6 1 11

Land 1652 1975 100 100 100 100
2161 1999 133 139 128 137

% of world 1999 100 7 4 22

Livestock 847 1975 100 100 100 100
984 1999 116 139 157 154

% of world 1999 100 18 12 21

Structures 162 1975 100 100 100 100
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186 1999 115 124 150 167
% of world 1999 100 14 2 40

Source: Jones & Stockridge, Table 4.2
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A.4.2 Data Challenges
Data  problems  have  also  received  attention  in  the  World  Bank  research  group, 
which published a paper on fixed capital estimation.24 Wanting to avoid the usual 
practice  of  using  farm machinery  as  a  proxy  for  agricultural  fixed  capital,  they 
looked at OECD datasets for 30 countries and included fixed capital in agriculture 
among the three elements of interest25.  Of interest for future work is the finding 
that use of the agricultural machinery proxy gives misleading results, given that 
even if tractors investment stagnates, other fixed capital formation can continue to 
rise very fast. 

A.4.3 Lessons from Indonesia
This report focuses on the available country information for Malawi, South Africa, 
and Zambia. Under the FAO programme which has co-financed this review, other 
studies have been done outside Africa. The findings of the study on Indonesia,26 
which focused on smallholdings rather than the large plantations Indonesia is better 
known for, have been looked at. Several observations in that report have a use, not 
necessarily for the present but for further work in Southern Africa, as follows:

a. some empirical studies show that low level of agricultural investment—both 
by  private  and  public  sector—is  one  of  the  important  factors  that  caused 
stagnation of Indonesian agricultural productivity and growth. Low levels of both 
private and public investment have caused Indonesian agricultural productivity 
to stagnate since the 1990’s.

b. the  decline  in  total  factor  productivity  (especially  during  the1993-2000 
period)  in  Indonesia  was  due  to  the  downward  trend  in  public  spending  for 
agricultural development since the mid 1980s.

c. Credit is known as one of the sources for investment. In this respect, table 11 
indicated  that  the  allocation  of  credit  for  agriculture  sector  is  relatively  low. 
During the period 1996-2010, credit for agriculture was only around 5 - 6 percent 
of the total credit.

d. Between 2001 and 2008, national spending on agriculture increased nearly 
fivefold, at an average growth of 11 percent annually, in real terms. Agriculture’s 
share of total government spending doubled from three percent in 2001 to six 
percent  by  2008,  reaching  one  percent  of  GDP  mostly  due  to  increased 
subsidies. Yet agricultural  production did not increase despite the increase.  A 

24 Measuress of Fixed Capital in Agriculture. Rita Butzer, Yair Mundlak & Donald F 
Larson. Policy Research Working Paper 5472, World Bank Development Research Group, 
Agriculture & Rural Development Team, November 2010.

25 The other elements being treestock, livestock.

26 Study on Supportive Policies for Maximizing Agricultural Investment in 
Indonesia. Report by Brighten Institute [Policy and Programme Development Support 
Division (TCS), Food and Agriculture Organization of the United Nations (FAO) [under project 
(GCP/GLO/267/JPN)  Support to Study on Appropriate Policy Measures to Increase Investment 
in Agriculture and to Stimulate Food Production]
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World  Bank  analysis  suggests  that  the  real  increase  in  public  spending  on 
agriculture after 2000 was largely a reflection of poorly targeted subsidies. 

e. With regard to Capital Formation, farmers’ assets were classified into three 
kinds: productive, non productive and savings. Productive asset is durable goods 
used  to  earn  household  income,  for  instance  to  be  sold  or  to  be  rented. 
Meanwhile,  non-productive  asset  is  durable  goods  used  in  supporting  daily 
household activities.  It  was found that although the total  assets increased in 
2010,  the  amount  of  non-productive  assets  in  2010 comparatively  increased 
extremely rapidly.  Table A.4.3 shows this:

Table  A.4.3:  INDONESIA  -  Average  Household  Assets:  Productive,  Non 
Productive and Savings in 1997 and 2010

Category of 
Assets

1997 2010
Rp ‘000 Share (%) Rp ‘000 %

Productive 1,649 65 6,115 29
Non-Productive 243 10 12,771** 61
Savings 632 25 1,988 10
Total (Rp) 2524 100 20874
Total (index*) 100 - 827

* at undiscounted rate. ** increase more than 52fold.

A very interesting phenomenon in Indonesia is that the small farmers are able to 
BOTH invest and save; in fact some of the smallest farmers save a greater share of 
their earnings than the large ones. The latter, however, invest a greater share of 
their resources into productive activities and spend less on non-productive uses and 
on savings, unlike the smallest farmers:

Table 15: INDONESIA – Smallholder Capital Sharing Among Productive and 
Other Investments

Asset type
Farm size (ha)

<0.5 0.5-0.9 1.0-1.4 1.5-1.9 >2.0
Rp % Rp % Rp % Rp % Rp %

Productive 53212 12 131170 39 599057 81 233929 42 890833 65
NonProd 208907 47 63138 19 83019 11 14286 2 309722 23
Savings 180550 41 138511 41 58491 8 303517 41 166667 12
Total 44266

9
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74056
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55173
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13672
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Index 100 75 167 125 309
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ANNEX A.5: STUDY TERMS OF REFERENCE

FAO/SACAU  STUDY   OF   COMPARATIVE  EXPERIENCES  IN 
AGRICULTURAL

FUNDING FOR  INVESTMENT INTO CAPITAL FORMATION AND FOR 
OTHER

INTERVENTIONS TO ENHANCE AGRICULTURAL PRODUCTION & 
PRODUCTIVITY

 

The Terms of Reference (TORs) have three parts: study concept underlying the 
whole  study,  specific  TORS for  each  of  the countries  –  Malawi,  South Africa, 
Zambia; then Tasks (identical part of tasks for all three countries).

A 5 (a) STUDY CONCEPT NOTE

A.Background 

1. The case for investment: Persistence of hunger, under-nourishment and 
rising  food  prices  indicate  a  deep  structural  problem  of  agricultural 
development in many developing countries (FAO 2010). In order to address 
the  situation,  particularly  to  achieve  the  MDG  1,  a  global  consensus  is 
emerging around the  need to  increase investment  in  agriculture  so  as  to 
enhance  agricultural  growth  and  food  production.  However,  any  efforts 
towards achieving sustained long-term increase in agricultural investment in 
developing  countries  requires  a  better  understanding  of  the  factors  that 
uniquely  or  jointly  drive investments  by different  economic  agents and in 
what  combinations  financial  input  seem  to  achieve  best  productivity  and 
production improvement results .  Underlying all this is the need to identify 
and implement what constitutes a sound policy environment and action to 
propel volume and effectiveness of investments in agriculture. 

2. The soaring of food prices in 2008/9 was a wake-up call to address the 
problem  of  food  sufficiency  and  of  reliability  of  access  to  food  through 
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markets.  In  2011,  prices  are  again  rising  to  new  record  levels;  clearly 
something has broken in the food system and needs to be fixed. For poor 
countries, the failure of markets (of which free food for aid is a subset) to be 
an alternative channel for access to food for their poor people should be a 
spur to action for domestic production, over which they would have better 
control. This would require that they ensure better allocation of public and 
private resources to increased production and productivity – i.e. they should 
invest more. 

3. In  a  world  where  public  roles  in  development  are  contentious  and 
international  agreements  and  conventional  economic  wisdom  can  restrict 
national freedom of action, governments will need the logic and lessons of 
history  to  defend  divergence  from new conventional  wisdom that  exhorts 
governments to avoid direct engagement in securing agricultural productivity 
through investment. The reality is that very often, conditions in developing 
countries  are  such  that  if  governments  fully  avoid  direct  investment  into 
production and instead focus exclusively on creating an enabling environment 
–  there  is  not  enough  private  sector  capacity  to  take  advantage  of  the 
opportunities enabling policies create. 

4. Diversity  of  national  investment  approaches:  The  history  of 
agricultural transformation shows that a handful of countries made significant 
progress in sustainably raising production and productivity by substantially 
increasing agricultural investment, measured as agricultural capital stock. On 
the  other  hand,  many  other  countries  have  had  less  success.  In-depth 
analyses of these groups of countries offer some opportunities to learn about 
what constitute successful practices from the past to guide current and future 
agricultural policy. 

5. To this end, SACAU has agreed to partner with the Food and Agriculture 
Organization of the United Nations (FAO) to study what lessons can be gained 
from  some  of  the  countries  it  serves.  The  two  organisations  are  pooling 
human and financial resources and are drawing upon funding available from 
the  Government  of  Japan  through  it  FAO-implemented  project 
GCP/GLO/267/JPN  “Support  to  study  on  appropriate  policy  measures  to  
increase investments in agriculture and to stimulate food production”.  As a 
first step, SACAU and FAO have agreed to initiate three selected country case 
studies (Malawi, South Africa, Zambia) to investigate contrasting policies and 
resource allocation approaches in their investment/funding of agriculture. 

6. The contrasts and commonalities to assess: Based on FAO data, the 
countries selected do not necessarily differ a lot in proportionate attention to 
agriculture (i.e. the significance of budget allocations to agriculture may not 
differ much) but the composition of “investment” has not been the same. 
Consequently, it is of interest to learn how this has affected the divergence in 
increasing  agricultural  capital  stock  and  in  other  indices  of  agricultural 
success to be selected.  Indices could,  for  example,  capture the degree to 
which the “investment” policies/approaches have led to increased output, or 
to household food security.
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7. Considering that different economic agents in an economy, namely: public 
sector (investment by government plus donor assistance); corporate/business 
sector;  and  farm households  (the  latter  two  jointly  referred  to  as  private 
sector) make investment decisions and that different factors may influence 
the behaviour/motivation of each of these agents, the country case studies 
envisage  capturing  the  best  practices  and  determinants  of  increased 
investment by all of these agents into agriculture. 

B.Scope of Country Case Studies 

8. In the case of Southern Africa, the proposed case studies will initially cover 
agriculture  in  Malawi (low-income,  smallholder  dominated),  South Africa 
(medium income, until the 1990s almost exclusively dominated by large-scale 
commercial  farming) and  Zambia (low income, largely large scale farming 
due to under-populated countryside).  “Agriculture” will in this instance 
be restricted to on-farm operations and not value added processing 
or marketing.

9. In this phase, only annual crops and livestock will be included, not 
fisheries or forestry. The overall goals of the study are to identify the most 
successful and best practices in promoting/increasing investment and capital 
formation in and for agriculture by the different economic agents,  i.e.  the 
public sector (domestic and external), domestic and international corporate 
private sector and farm households. 

10.Given the different reliance on capital (fixed and otherwise) for production 
along the continuum of farm scales, the levels of investment will be tracked 
by strata  of  farm scales.  For  drawing cross-country  lessons,  it  may prove 
useful to form a typology of farm sizes for the countries so that, if possible, 
the study can compare small  scale with  small  scale and  large with large 
among the three countries.

11.Increasing the pace or degree of capital stock acquisition and/or raising 
expenditure on yield-enhancing inputs and technologies are, however, means 
to an end, this being to raise productivity and production. For this reason, the 
tracking of investment/expenditure flows will  be accompanied by recording 
the  trends  in  production and productivity  (of  the  crop,  of  labour,  of  fixed 
capital).  Some  attempt  will  also  be  made  to  track  the  degree  to  which 
tendency to reinvest from own surpluses changed over time.

12.The  case  studies  of  a  few  most  and  least  successful  countries  will 
analytically synthesize  alternative policy  options for  promoting appropriate 
agricultural  expenditure/investment  and  capital  formation  for  stimulating 
sustainable agricultural development and food production and identify those 
policies and programmes which have proved most successful.  The country 
case studies will have the following three components: (a) Country Context, 
(b)  Policy  Environment,  (c)  Resource  Mobilization  and  Allocation,  and  (d) 
Outcomes.
13.Country Context  :   Provide an overview on the state-of-the arts and trend 
of the country’s agricultural development, food security and poverty situation, 
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and investment in agriculture by the public, private corporate and farming 
households during the past three decades or so.
14.This  section  should  document  (i)  domestic  economic  and  agricultural 
growth, production and productivity, food security and poverty situation; (ii) 
level and trend of investment in agriculture by the public sector, corporate 
private  sector  and  the  farming  households;  and  (iii)  level  and  trend  of 
domestic savings by the public sector, corporate sector and households. The 
information/data  used  should  be  clearly  defined,  sources  clearly  identified 
and methodologies illustrated. Data permitting, this section should also shed 
light  on provincial/regional  (whenever applicable)  and/or  farm holding size 
differences in production/productivity as well as in investment. 
15.Policy  Environment  :  Provide  a  detailed  analytical  review  of  the 
development strategies and relevant policies vis-à-vis investment outcomes 
or status in the country. 
16.The  review of  the  development  strategies  and  relevant  policies  in  the 
country should detail, in addition to overall macroeconomic situation, policies 
which were specifically designed for (i)  agricultural  production,  particularly 
food, including enhancement of food security and reduction of poverty; (ii) 
promoting investment by the public sector, corporate private sector and by 
the farming households themselves; and (iii) increasing domestic savings. In 
reviewing policies and strategies, it would be of interest also to analyse, to 
the extent possible, the driving factors and/or circumstances that led to the 
design of the policy.
17.Coverage of policy issues and investment should include rural institutional 
reforms (e.g., land policy), overall investment in agriculture (e.g., investment 
in  land,  water,  R&D,  human  capital,  rural  infrastructure,  and 
taxation/subsidies),  rural  industrial  development,  off-farm employment and 
income, and market reform. Given the parallels between agricultural growth 
and overall economic growth, this review of policy environment will examine 
economy-wide  social  and  economic  policies  that  may  have  influenced 
agricultural transformation or lack of it in the country. These could include, 
but  are  not  limited  to,  international  and  regional  trade  policies,  pricing 
policies  of  agricultural  output  and  input,  stage  of  development,  capital 
availability (e.g., credit and saving rate), market and transport infrastructure, 
as  well  as  relevant  fiscal  incentives  and  concessions  provided  by  the 
government.
18.Resource  Mobilization and Allocation  :  Based on  information  in  the 
public  domain  and  studies  commissioned  recently  by  sub  regional  bodies 
such as SADC, COMESA, farers organisations, research bodies etc, provide an 
overview  of  (i)  public  expenditure  in  agriculture  (ii)  corporate  sector 
investment  in  agriculture  and  (iii)  investment  made  by  the  farmers 
themselves, differentiating across holding sizes. It is realistic to track public 
funds only at central government level.
19.The  analysis  should  reflect  public  resources  mobilization by  the 
government to finance expenditures in agriculture. The expenditure should 
separately  report  capital  (i.e.  fixed  assets)  investment  as  opposed  to 
spending on consumables such as annual agricultural inputs and on capacity 
building,  such as research and extension.  Records should preferably be of 
disbursements (i.e. expenditure) rather than budget intentions, given that in 
many countries budgeted plans are not always fully acted upon/implemented 
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in government development calendars. Sub-items could include:
a. domestically  generated  government  revenue  allocated  to  central 

government programmes and administration of agriculture;
b. Conditional grants/subventions to local governments specifying agriculture 

and to agricultural programmes of statutory corporations;
c. government  allocations  to  agricultural  development  banks  (tracked 

without  duplication  only  as  lending  from  such  banks  or  agricultural 
windows of development banks);

d. government  borrowing  from  domestic  sources  for  its  sole  use  or  for 
counterpart investment in programmes;

e. government guarantees offered to the domestic banking system and to 
international banks for programmes;

f. grants disbursed by government from International  Financial Institutions 
( IFIs) and from Official Development Assistance (ODA) whether bilateral or 
multilateral;

g. loans  disbursed  by  government  from International  Financial  Institutions 
( IFIs) and from Official Development Assistance (ODA) whether bilateral or 
multilateral;

h. government  subsidies  (including tax  benefits)  for  capital  items and for 
consumables (agrochemicals, fuels, worker training etc);

i. government support to agriculture e.g. construction at public cost but for 
private use of things like dams and irrigation networks, warehouses for 
agrochemicals, training centres for workers etc).

20.The  analysis  should  also  reflect  private  resource mobilisation,  with  the 
following as possible headings:
a. Even though causality may not exist, it would be useful to track to what 

extent  private  investment  overall  appears  to  be  encouraged  by  prior 
public  sector  investment  in  public  goods;  methodologies  and  proxy 
measures will need to be agreed upon by the national consultants at their 
first meeting;

b. For  the  corporate  sub-sector   (a)  funds  from  own  savings/profits;  (b) 
disbursements against borrowings from banks and other financial markets 
(highlight share from public banks as this reflects public support); 

c. For the farming households  : as for the corporate world;
d. For  both  corporate  and  household  farmers  :  support  the  numbers  with 

reviews of credit policies and programmes for the agriculture sector, e.g. 
production loans,  current or capital  expenditures, etc.  and relevance to 
farming sector).

21.Outcomes  :  as stated earlier,  the increase in funding for investment or 
other agricultural  expenditure, (e.g. for  inputs) is a means to an end, this 
being to raise production and productivity. The study should therefore not just 
track  trends  in  expenditure/investment  but  in  resultant  production  and 
productivity enhancement. The study should also attempt to track evidence 
of whether private investment/expenditure has been changing in response to 
public  investment/expenditure.  Such  tracking  may  be  interesting  even  if 
causality may not be proven.

C. Special Considerations for Each Country
22.Malawi  : public expenditure has been dominated by input subsidies in two 
periods  –  the  first  republic  (1964  till  Structural  Adjustment  –  blanket 
subsidies) and the latest subsidy (targeted at the poorest only). 
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23.There is an indication that after a period when relatively large farming 
estates were the order of the day, many of these have failed and the country 
is sliding back into even greater smallholder dominance, except for selected 
crops such as tea and sugar. Rural Development Programmes have been the 
main channel for government programmes to support smallholders.
24.South Africa  : history meant almost all agricultural support went to settler 
farmers until democracy around 1994. Thereafter, small farmers were to be 
encouraged but the country had just before the democratisation negotiated 
away  all  protections  that  the  settler  farmers  had  enjoyed  before  –  some 
institutions created with  public  funds have now been privatised and have 
become Africa-wide agricultural giants. In the absence of subsidies to small 
farmers, these emergent players face a non-level playing field with settler 
farmers  already  way  ahead,  having  consolidated  into  their  private  assets 
what government had given them during the subsidisation period.
25.Dichotomy is severe: settler farms average over 2000ha and are growing; 
smallholder emergent farms are at about 2ha and in poorer soil areas. It is 
therefore important for the study results  to also include a case study per 
category of farmers.  Regarding the current situation, it would be useful to 
look at the following:

a. Establish the form of  support given to what category of farmers, by 
who and why (historical and as of now);
b. Present the role of organized agriculture (including any roles it plays 
in partnering with emergent small farmers);
c. Establish the demand driven initiatives  and highlight the most 
promising ones;
d. Identify the Public Private Partnerships ( PPP's)

26.Zambia  : over three quarters of the population lives along the line of rail 
and in the copperbelt. Much agriculture is close to here and to the great North 
Corridor (to Dar es Salaam).

D. Conclusions and Recommendations 

27.Highlight principal issues and lessons learned.
28.This  section  will  provide  concluding  remarks  on  what  are  deemed key 
elements of success or failure not just in increasing investment in agriculture 
(necessary conditions and if  possible identify the sufficient conditions)  but 
also in the extent to which the increase has led to improved production and 
productivity. The remarks will also indicate the relative importance of each 
element  vis-à-vis  the  different  agents  (public,  corporate  private,  farmers 
themselves) of investment and contrasting emphasis of investment (e.g. on 
fixed capital vs more attention to working capital (e.g. inputs subsidies) or to 
capacity building. 
29.Moreover,  this  section  will  summarize  lessons  learned  and  provide  an 
assessment of  their  potential  for  replicability  in  other countries,  especially 
within  Southern  Africa.  It  will  offer  ideas  about  best  practices  to  create 
conducive  environments  for  increased  and  more  effective  investment  in 
agriculture.  
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A.5.(b) MALAWI NATIONAL COMPONENT OF FAO/SACAU STUDY 

Background:
Southern African agriculture has generally not performed well for many decades; 
many reasons account for this, among them inadequate or unsuitable investment 
and expenditure on the sector. The effectiveness of investment has nevertheless in 
some cases shown promise: it is important to understand how divergent approaches 
have worked, with a view to developing proper advocacy approaches in dialoguing 
with governments.

Malawi  has  been  selected  alongside  South  Africa  and  Zambia  for  study  of 
contrasting  approaches  for  funding  agricultural  development  over  time  with  a 
record  of  some  successes  and  challenges.  The  consultant  will  carry  out  a 
combination  of  desk  study  and  targeted  and  representative  interviews  to  elicit 
factual  information  and  attitudes/opinions  on  what  was  invested/spent;  what 
worked; why it worked; and lessons for the future, including possibly for other SADC 
countries.  The  review  will  go  far  enough  back  to  show  investment  approach 
transitions in the era of Malawi’s first Republic which laid the foundations of an 
agriculture-first  policy  (for  both smallholders  and estates)  to  the present,  where 
investment appears to be interpreted to mean subsidy of selected inputs only and 
smallholders have been prioritised almost exclusively. 

Tasks
The following  are  expected  to  be  the  tasks,  which  should  as  much as  possible 
categorise  agriculture  into  small,  medium  and  large  (commercial)  scales  of 
operation. Some adjustments may be made to these TORs in the light of better after 
desk  reviews  and  the  first  meeting  of  national  consultants/researchers  (jointly 
presented below for all three countries).
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A.5.(c) SOUTH AFRICAN NATIONAL COMPONENT OF FAO/SACAU STUDY 

Background:

Southern African agriculture has generally not performed well for many decades; 
many reasons account for this, among them inadequate or unsuitable investment 
and expenditure on the sector. The effectiveness of investment has nevertheless in 
some cases shown promise: it is important to understand how divergent approaches 
have worked, with a view to developing proper advocacy approaches in dialoguing 
with governments.

South  Africa  has  been  selected  alongside  Malawi  and  Zambia  for  study  of 
contrasting  approaches  for  funding  agricultural  development  over  time  with  a 
record of some successes and challenges. The ARC  as consultant, will carry out a 
combination  of  desk  study  and  targeted  and  representative  interviews  to  elicit 
factual  information  and  attitudes/opinions  on  what  was  invested/spent;  what 
worked; why it worked; and lessons for the future, including possibly for other SADC 
countries.  The  review  will  go  far  enough  back  to  show  investment  approach 
transitions in the era of nearly “commercial-scale” only public support and later 
expansion of attention to emerging small-scale farmers. 

Tasks
The following  are  expected  to  be  the  tasks,  which  should  as  much as  possible 
categorise  agriculture  into  small,  medium  and  large  (commercial)  scales  of 
operation. Some adjustments may be made to these TORs in the light of better after 
desk  reviews  and  the  first  meeting  of  national  consultants/researchers  (jointly 
presented below for all three countries).
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A.5 (d): ZAMBIA NATIONAL COMPONENT OF FAO/SACAU STUDY 

Background:

Southern African agriculture has generally not performed well for many decades; 
many reasons account for this, among them inadequate or unsuitable investment 
and expenditure on the sector. The effectiveness of investment has nevertheless in 
some cases shown promise: it is important to understand how divergent approaches 
have worked, with a view to developing proper advocacy approaches in dialoguing 
with governments.

Zambia  has  been  selected  alongside  Malawi  and  South  Africa  for  study  of 
contrasting  approaches  for  funding  agricultural  development  over  time  with  a 
record  of  some  successes  and  challenges.  The  consultant  will  carry  out  a 
combination  of  desk  study  and  targeted  and  representative  interviews  to  elicit 
factual  information  and  attitudes/opinions  on  what  was  invested/spent;  what 
worked; why it worked; and lessons for the future, including possibly for other SADC 
countries.  The  review  will  go  far  enough  back  to  show  investment  approach 
transitions in the era of Zambia’s socialism and near-exclusive copper focus to the 
present.

The consultant will need to judge the relative weight to place on Zambia’s large-
scale commercial farming vs the smallholder, given their diverse contributions. 

Tasks
The following  are  expected  to  be  the  tasks,  which  should  as  much as  possible 
categorise  agriculture  into  small,  medium  and  large  (commercial)  scales  of 
operation. Some adjustments may be made to these TORs in the light of better after 
desk  reviews  and  the  first  meeting  of  national  consultants/researchers  (jointly 
presented below for all three countries).
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A.5 (D ): TASKS – SHARED AMONG ALL COUNTRIES

Task
(same for all three consultants)

Approx 
timeline

1. Participate  in  a  meeting  of  national  consultants  and  the 
FAO/SACAU team to agree on main lines of enquiry; for sharing of 
ideas on best sources of information and methodology approaches; 
to  agree  on  minimum  compatibility  requirements  for  data  and 
reports and on time frame for work;

2 days

2. Identify  key information sources in the national  central  banks, 
governments,  chambers  of  agriculture  or  commerce,  farmers 
organisations  and  others,  academic  and  other  researches.  Some 
international  sources could include ReSAKSS/IFPRI,  FAO, FANRPAN, 
UNCTAD,  SADC-FANR,  MSU,  World  Bank.  Using these,  carry  out  a 
desk  review  of  investment  and  expenditure  on  agriculture, 
separating as well as possible what goes into capital formation and 
what into non-asset purposes (e.g. consumable inputs). Dimensions 
to record should include:
a. On  categorisation  of  farming  –  information  on  breakdown  of 

farming into small, medium and large commercial scales. There 
may also be value in broad categorisation into cereals, livestock, 
other;

b. on the input side - amount of expenditure/investment over time; 
on  what  type/commodities  it  was  focused;  how  much  of  the 
agriculture sector benefited; the subdivision between capital and 
non-capital investment; how built into incentives for agriculture 
the funding was; 

c. on the outcome side – taking note that there are time lags before 
impact can be recorded, make educated inferences on resultant 
impact  on  production  and productivity;  evidence  of  change in 
sellable surpluses whether for local or export markets; evidence 
of change in incomes or poverty levels; anecdotal  evidence of 
other important impacts;

d. make professional observations on why things worked if they did, 
or not if they did not.

1 month

3. Draft a report on the findings of the desk study field and based 
on  it,  propose  selective  but  representative  sets  of  interviews  to 
complement  the  factual  desk  information;  draft  possible 
questionnaire(s) for the interview phase; suggest a work plan for the 
interview  phase  to  elicit  opinions  and  perceptions  on  past 
investment and its performance.

4. Upon  receipt  of  comments  on  the  desk  study  carry  out  the 
agreed plan of interviews and prepare draft final report that draws 
together both the desk study and field interview findings. Include in 
the report proposals for what appear to be strategic considerations 
for investment to work; lessons to be drawn; potential applicability 
of the lessons beyond the specific environment of the experience; 

1 month
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areas  requiring  further  enquiry;  what  could  be  possible  key 
messages for policy advocacy for investment;  recommendations for 
follow-up.

5. Participate  in  workshop  of  authors  with  FAO/SACAU team and 
present  draft  report  for  peer  reactions  within  team;  revise  and 
finalise for submission.

3 days
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