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A call for viable alternatives to tobacco
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Why do we need viable alternatives to tobacco?

. Tobacco sales account for 50% of Malawi’s total export value

. Production is mainly done by smallholder farmers with < 0.5 hectares of farmland

. While tobacco is vital to the Malawian economy, its market is threatened by:
* Health hazards on both production and consumption sides
* Child labor and anti-smoking campaigns

* Production shocks

. Malawi need to find viable alternative commodities to tobacco now



Tobacco is still vital to the Malawian economy.

But what about alternatives?

= We estimate the profitability of tobacco and alternative cash crops

* Using nationally representative datasets collected in 2009/10, 2012/13, 2015/16,
and 2018/19

1. Examine trends in export prices and the value of tobacco in Malawi
/. Analyze the practice of switching in and out of tobacco cultivation

3. Estimate profitability of tobacco and its potential alternative crops
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Tobacco export price has declined since 20083
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The future of USA market is uncertain
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Switching in and out of tobacco cultivation
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Always growing New growers Dropping

Always growing = Households grew tobacco in all four seasons (2009/10, 2012/13,

2015/16, 2018/19); Source: World Bank Integrated Household Panel Survey (IHPS)
New growers = Households started growing tobacco after 2009/10;

Dropping = Households stopped growing tobacco after 2009/10




Average tobacco yields have increased since 2010
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Source: World Bank Integrated Household Panel Survey (IHPS)
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Tobacco is more profitable than alternative crops

Returns to land (Gross margins) in 2015/16
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Note: All calculations in 2010 MK. Gross margin=Gross revenue-cost of production
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Returns to land are more responsive to changes in

output price and yield

Returns to land sensitivity analysis e
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Note: All calculations in 2010 MK Source: World Bank Integrated Household Panel Survey (IHPS)
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Major food imports

Food industries residues and wastes [
Oil seeds and oleaginous fruits, etc. [—
Preparations of vegetables, fruits, nuts, etc. [—
Fish and crustacea and other aquatic invertebrates [—
Beverages, spirits and vinegar [———

Salt, Sulphur, earths, stone, lime, cement, etc. |

Dairy produce, birds’ eggs, natural honey, etc. I

Sugars and sugar confectionery |

Preparations of cereal, flour, starch or milk pastry |

Misc. edible preparations- extracts of coffee, tea, etc. |

|~

Animal or vegetable fats and oils
\ Corcals m—
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Food imports by end-user broad economic

categorization (BEC)
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Sources of food imports in Malawi (2017)

Eswatini, 4%

Mozambique,

8%

Source: World Bank: World Integrated Trade Solution (WITS)

12

= Malawi imports maize
from the region

. Wheat from Europe
(mainly from the
Russian Federation)



Drivers of food imports

. Low agricultural productivity and production

. Rising demand for processed foods due to changing diets

. Low domestic industrial sector manufacturing competitiveness
. Increased climate variability and natural disasters

. Non-compliance with rules of origin in COMESA

. Informal food imports from neighboring countries
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Possible policy interventions

. Explore alternative commodities for export diversification

. Invest in agro-processing for high value crops for export markets

. Improve the competitiveness of local agri-food industries

& Remove export restrictions on selected commodities (e.g., maize)
. Enhance agricultural productivity

a Promote locally produced products (e.g., Buy Malawi Strategy)

. Enforce compliance with rules of origin to curb possible “food fraud”
. Curb unregulated food imports

14



Z INSTITUTE

info@mwapata.mw www.mwapata.mw m.khonje@mwapata.mw



