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PPVC Deep-Dive

Banana Value Chain
Unlocking growth in Malawi’s horticulture sector

Louw Pienaar | Joyce Minofu | Kandas Cloete | Karen Truter | Chiku Banda
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Why prioritise fruit value chains in the Malawi context?

:

ltem anana aize 50 0.5
Yield (T/ha) 18.00

Price (MK) 253 000 611 000 45 l

o

O

o

oN

0.4

Income (Mk) 4 554 000 1 069 250 40
Costs (MKk) 884 314 459 717

35 Average planted area
per HHs = 0.6 ha

Margin (Mk) 3 669 686 609 533

0.3

Modernising fruit value chains have a much higher value to

land use ratio 0.2

= Even larger yield gap (18 vs 50 t/ha)

30
25
20
15
= Strong growth linkages to input supply (fertiliser etc) 10
= Higher labour multiplier per hectare . I I
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Popluation (million)

0.1

Arable land per person (ha)

= Ability to utilise irrigation potential

o U
1966 [

= Malawi has a strong suitability profile for banana
production

" Long-term investment and returns (vs annual crops)




%,
W

W,
\

0.° Wi,
&% 'y | BFAP S 7
). St DRIVEN M WA PATA

[ )
N INSIGHT ZINSTITUTE

The Global Banana Market




Production in Tons (Millions)

Global Supply

Strong growth in the world largest traded fruit commodity
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Global production was around 140
million tons in 2022

Annual Growth over the past decade:

= Volume =3%
= Area planted =1.8%
" Yield=1.2%

India + China + Indonesia produce
40% of global production, but
consume the bulk of their own
production

Malawi produce 0.12% of total
supply




Value in USD (billions)

Global Trade
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A few exporters dominate the market; prices are trending upwards due to

strong demand growth
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Ecuador continues to dominate the
export market with 25% of the market

Interestingly, only 14 million tons are
traded or 10% of total production

Importers by volume share 2023
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International price comparison

USD/T

Distinctly different VC's trade at different prices

AN
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Malawi - Official Rate
Tanzania - Farmgate Mbeya

... Malawi - black market Rate

Mozambique - Farmgate Mulanje

Equador Export
= RSA Fresh Produce Market

= US Import Fresh
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Product Differential:
Price Ceiling
+transport —»
cost inland

Malawi Lilongwe price is
trading at around 50%
higher than price floor

Price Flooras =" |
one moves to o
export ]
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International realities of banana trade

The global banana sector trades mostly in fresh produce with limited processing opportunities, the main
processing involves ripening

The market has been heavily affected by climate variability in key export markets, Covid-induced supply
chain disruptions and trade restrictions (Russia and Ecuador)

Banana producers are generally disadvantaged in bargaining for higher prices due to perishability, local
capacity to process or store bananas (Gebre & Rik, 2016).

Often large difference between the formal and informal value chains making price comparisons difficult

Formal marketing has large additional costs on the farm and throughout the value chain (compliance,
certification, cooling etc)

In large importing markets there is generally a 40% margin between the final retail sale price and the
purchase/import price

Only 10% of global production trades under certification (GlobalGap etc)

-
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Malawi Banana VC in 2023
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Introduction
Overview of the Banana value chain in Malawi

o.'.

Bananas
2021

= Qut of 2 million households that farm fruit tree, around 350 000
produce bananas at any scale

= Malawi’s climate is highly suitable for banana production and is
an important source of income for smallholder farmers (44% sell
their produce)

Legend
@® Main_Cities
I waterbodies
Horticulture 2021

Bananna Production (t)
<3000

3001 - 60 000
60 001 - 80 000

= The VCis characterised by its informal nature since only 5% of all

production takes place in orchards, the rest in scattered field s

I 150 001 - 330 000

= Major challenges relates to high pre- and post-harvest losses and
plant diseases, especially the Banana Bunchy Top Virus (BBTV).

= Asides from farmers, other actors in the value chain includes
input suppliers and traders, with very limited processing activities
taking place A
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Current state of the banana production in Malawi

The Banana Deep-dive team’s analytics is informed by the following research activities

= Progressive farmer interviews (7-South; 10-Central; 7-North)
= Commercial farmer key informant sessions (3-farmers)

= Trader interviews (17 across the country, including visits to key wholesale markets at the Northern and
Southern borders)

= Use of APES data, Retail Horticulture prices, Detailed EPA-figures (Appreciate the support from the NSO!)
= Discussions and additional data support from Osborne Tsoka (Appreciate the support from the Ministry!)
= Own ground-truthing activities and discussions with various VC participants

= |ntegrated Household Survey (2010; 2013; 2016 and 2020) — cross checks on production and consumption
= Literature review on all banana related reports and papers available online

= Assessed existing donor programmes in the banana value chain

= Made international comparisons between price setting, production costs and trade flows in the region

All of these are used to produce our best estimate of the value chain and its economic contribution, main issues

affecting the value chain and potential solutions i
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Why do we use different production numbers in our modelling?

APES uses a well-defined methodology to capture production for various crops and livestock types
The framework for data collection and the system used can result in differences due to the following

= Recalibrating back to hectares (mats versus orchards based on planting densities)

= Consistently reporting and keeping track of changes over time

= Pre-harvest or post-harvest or marketed values

= Use of conversions such as bunch size, hand and finger weights etc (use of actual scales)

= Ultimately triangulating back to what is consumed and using different datasets helps to get to the best figures possible

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Hectares District  |2008/09 2009/10 201011 201112 201213  2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 202122 2022/23
' KRADD 951 993 1026 1187  1741] | 2006 2270 2326|3637 2928 3423 3758 4268 4602 4862 APES 2023
MZADD 3344 3425 3413 3332 3272|3211 3149 3184 3297 3410 3505 4092 4208 4541 4719 Production = 1 million tons
KADD 12798 13524] 14188 14791 14896 15216 15535 15434, 15246 15057 15401 16338 18425 19855 21692
LADD 224 242 222 182 190 169 147 284 181 78 &7 79 99 138 172 Assume 10% losses (FAO)
SLADD 1666 1784 2037 2165 2361 2484 2546 7589 2845 2701 288 2955 3101 3569 43247
MADD 6106 6630 6763 6857 6808/ 7015 6921 6625 6525 6458 6516 6305 G289 6314 6494 500 000 tons consumed
BLADD 27383 28930 28157 273s3] 23831 20897 18256 12307 9659 7010 6091 6296 5862 7353 8413
SVADD 644 696 685 633 591 538 482 398 322 245 233 222 240 211 2561 This imoli Capit ti £
Total 53116 56234 56440 56530 53780 51503 49306 43147 40501 37887 38124 40045 42492 46583050953 IS Implies per Lapita consumption o
40.5 kg/person/annum
Tons  KRADD 29158 32128 34050 387e8 57789 73794 75744  es7U[ M ooso¢ 112680 120118 140034 1ss003 1e1982
MZADD 123878 120825 116620 110215 108620 92518 98867 96008 98999 101989 101347 111929 131847 144619 149897
KADD 197381 209341 227980 246618 240017 236407 208416 935761 243086 248609 276809 323751 355455 377615 Every single Malawian (including infants
LADD 4578 4760 3809 3023 5314 sd I 1o 879 845 992 1255 1979 2545 .
SLADD 42186 44532 53017 56515 51702 69667 66232 67089 69667 69375 73960 74902  B0382 78546 101524 and elderly) must eat a finger (100g)
MADD 156873 150648 151227 137383 1427ec [ 141164 123765 114878 114688 108799 114795 116944 114796
BLADD 1266962 1371879/1230484 10eo0ss| 19343 607285 453536 22u341ﬁ 46806 44814 59961 79142 112472 every day of the year to get to 830 000
SVADD 11738 10908| 10318 9729 8622 7934 5600 4191 1403 1369 2139 1981 2924 2651 3228 tons produced (excluding imports)
Total 1832756 1945011 1626405 1691339 1428093 1249183 1080914 827733 732477 684034 701173 740344 GB4849 935429 1024059
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We recognise the importance of data gathering of official data but re-calibrate numbers with other data sources to compile a
new balance sheet based on evidence:

IHS 2020 data suggests

= 350 000 farming families produce bananas

=  38% of households producing bananas report pre-harvest losses (but does not state the actual amount)

= A further 6.2% of total harvested banana are lost due to waste (this excludes post-farm losses)

= Qur trader surveys suggested losses in the trading process at around 7.5%

» The consumption of fresh bananas based on the IHS with the highest possible limit of 12.6kg /p/annum (286 000 tons in
2023)

= The IHS also did a market survey in which they conducted surveys on the average price and standard weights for banana
bunches at wholesale markets across the country

Assumption using different bunch weights
1 071 markets visited 52 markets sold banana

50 000 hax 1111 plants =

REG_CODE Freq. Percent Cum. B hsi Bunch weight in Kg
unch size illi

North 174 16.95 16.25 Measurel Measure2 Measure3 56 million bunches

or : : Large 17.00  17.09  16.86

Central 394 36.79 53.03 — -
South 503 1697 100.00 Medium 1234  12.48 12.67 12.5 kg Bunch 20 kg Bunch
Small 8.23 8.59 8.57 707 000 Tons 1.1 million tons

Total 1,071 100.00 Average 12.33 12.58 12.60




Farmer Groups in Malawi
Typical Farmer categories & conversion factors explained - 2023

Indicator

Number of Farmers
Ave size (ha)

Yield (T/ha)
Production (Tons)

Ave bunch weight (kg)

Sales (%)

Observations

Subsistence
Producers

200 000
25 mats
11 t/ha
64 000 t

13 kg
0%

Generally deep rural
farmers spending only HH
labour and consume own
produce. Poor quality and

low yield

, [sace] .
C YT )

Smallholders
Selling

149 000
42 mats

19 t/ha
101 000 t

16.5 kg

44%

Farmers selling produce can
produce surplus and market

produce. Poor quality and
low yields, also affected by
low prices

Progressive
Farmers

400-500
1 ha
24 t/ha
14 000 t

20 kg

95%

Emerging banana growers
using good genetics, higher
input use and farms in
orchards, some irrigate but all
grow mainly to sell produce

BFAP
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Commercial
Farmers

10-30
8 ha
56 t/ha
11 000 t

25 kg

100%

Commercial farmers irrigate,

use fertiliser & chemicals and

produce only for the market.

Only a small number able to
scale to this size

MwAPATA

ZINSTITUTE

Total

350 000
0.04 ha
15.5 t/ha
190 500 t

16 kg

36%

-




Production in Tons ('0000)
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Large decline in production due to Bunchy Top, with some recovery taking place. Yet,
Malawi can consume much more if product is available at affordable prices

500.00 18 000
. :
450,00 16000 Various efforts bY goveran\ent and.
donors to resuscitate the industry is
400.00 14000 bearing fruit
m . . . .
SO0 12000 £ = Yet, per capita consumption is still at a
300.00 o fraction of its peak.
10000 T
250.00 5 = Local prices have increase significantly
8000 = in recent years
200.00 = y
T 6000 @ = Yields are still low compared to
. = international standard due to low use
100.00 of inputs and the persistent presence
50.00 2000 of plant diseases
0.00 0
o — AN ™ < Lo (<o) [N (c0) ()] o = AN ™
i i — — — i i i b i AN AN (g AN
o o o o o o o o o o o o o o
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Production in Tons ('0000)
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Projection towards 2030 is driven by continued growth primarily based on yield increases. Area planted
slows down as donor/government support in sucker market slows and main challenges persist
(access to finance, disease management, low productivity & high levels of pre-and post-farm losses)

500 Large investment in suckers AY Indicator 2023 Baseline % Change
(AsWAP, Kulima and others) 2030 perannum
450 18 000 .
Production (t) 235074 343484 5.57
400 16 000 Yield (t/ha) 15.17 17.54 2.09
Area (ha) 15.49 19.58 3.40
350 14000 Consumption (t) 205795 291987 5.12

Prices (MK/kg) 328 508 6.47
Imports (t) 15385 13765 -1.58

12 000

10 000
8 000 Price projection

600
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Banana Current State - Identifying major policy & investment priorities

processing

Tissue culture (45%) Spreading diseases opportunities
L Sucker/ Subsistence Households: > Own consumption
( . 0 _ 64 000t | 200 000 HHs ~25 000t
Macro propagation (20%) Nursery > 11 t/ha
h S 450k
Orchards (10%) ) Cross Border T
p Trader
Imports (25%) Imports 16 000 t
6 of demand >-15t trader per RoaRccl)s?cT:r\ilgeﬁ‘dor
Other inputs Import competition clEln Trader2: Aggregator procure (Trader 3)
from rural areas ~73 000t

Smallholder Selling <1 ha

__, 90000t | 150 000 HHs 5 85 000t
Q Labour 16 t/ha 3 000 HHs
jé 30-45t per trader per
Q .
£ Irrigation Progressive Smallholder (1-5 ha): Informal Retail
: — 24000t | 420 ~ > — (Trader 3)
S Access to finance 20 t/ha ~10 000t
5 Fertiliser & Crop
protection
Large-scale Commercial (>5 ha): Formal Retail
— 10 000t | 20~ - ~5 000-15 000 t
Electricity 56 t/ha "

Limited formal market supply chain services




Crop suitability and spatial price differences &3 %" £ yiapia

Large parts of Malawi is highly suitable for banana production

Import = 200-250 Mk/kg

| Malawi farmgate

77777 is between this

| range depending on
location

Delivered-Lilongwe = 300-350 Mk/kg

Trader1 Sells = 400-450 Mk/kg (20% Margin)

Trader2 Sells = 550-600 Mk/kg (32% Margin)

Trader3 Sells = 800-1 000 Mk/kg (39% Margin)

Formal Retail = 900-1 100 Mk/kg (45% Margin)

Price relationship

Mbeya (Tan) & Milange (Moz) are close to the border but suffer from the same fate as
Malawi being far from major consumer centres/deepsea. There is a trade-off to selling to
Malawi in terms of the volume and opportunity costs involved versus local market. Price
points in these exporters markets have also recently increased

*Rural and under-serviced areas with banana farmers can get much lower prices due to
higher transportation costs

Tanzanian

Imports
MK 200-250/ kg

Suitability
Mostly unsuitable
Moderate suitability
Medium suitability
I High suitability

Kilometers
62.5 125

Mozambican
Imports
MK 190-240 / kg
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Malawi competitive at farm-level but VC cannot produce enough to off-set

imports

@.%
40 ...

Benchmarking prices and cost to produce B

@, g%
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1200 = |n 2023, the average farm-gate price was
still significantly above production costs.

1000 = Trader margins seems in line with

international ranges for a perishable

800 product
Ry 600 Clear and expected spatial differential of
\ .
§ product movements according to
transport costs
400

Formal retail price compared to SA
suggest Malawi’s price at consumer level

200 .......................... an ) -
l I is competitive, on average
0 If high margins are not stimulating a
(&}
S
£
(@)
O

supply response to replace imports,
other challenges should be addressed

Farmgate
Trader 1
Trader 2
Trader 3

Reta
Retail SA
Smallholder
Progressive
Tanzania
Mozambique
RSA

Local Market Prices Production costs Imports prices
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Banana Current State

= Farmers across the spectrum are making
decent margins, despite competition from

Margins 2023 _
imports
0.50
0.45 = Large portion of subsistence farmers does
g'gg not produce for market sales
s 030 = |nput suppliers have made
= 0.25
o0 o .
c; 0.20 =  Formal retail price compared to SA suggest
0.15 Malawi’s price at consumer level is
0.10 g
008 competitive, on average
= £ 2 8 5 ¢ z 5 5 = = = |f high margins are npt stimulating a supply
s = £ S T % © § ® © 5 response to replace imports, other
T °« 9 2 = 5 E E & ® challenges should be addressed
s £ % sz g e T ¥ £ ok
£ §|7 5 = 3 s
© o g .
S N

Inputs Farmers Traders Retail




Consumption dynamics
Understanding demand-side consideration

Integrated Household Survey (IHS 2020) — Household consumption module

Question: Over the past one week (7 days), did you or others in the HH consume

any:

One of the options:

207 = Plantain If yes, they how much have What was the Use the
602 = Banana fruit you consumer of each? unit? photo aid
Total Malawi Households I-.IH Total Per Capita Total Tons

Size consumers
North 526 612 4.45 2 344 617 30.09 70 545
Central 1727902 4.50 7772634 7.86 61112
Southern 1862 501 4.29 7991 898 8.33 66 606
Total 4117 015 4.40 18 109 143 10.92 197 729

Half of total

consumption is bought

at the market

0%

Source of consumption

40% 60%
B Bought Own

80% 100%
M Gifts
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HOUSEHOLD FOOD
CONSUMPTIONPHOTOAID

FIFTH INTEGRATED HOUSEHOLD SURVEY, 2019/20

COLLECTING FOOD CONSUMPTION INFORMATION

%; MALAWI FIFTH INTEGRATED HOUSEHOLD SURVEY PHOTO AID FOR ;.%;

F Banana - Piece

Small (a), Medium(b), Large (c}

Banana - Cluster
Small(a), Medium(b), Large (c)

Cooking Banana (Plantain) - Cluster e
Large (c), Medium(b), Small (a)

Cooking Banana (Plantain) - Bunch
Large (c), Medium(b), Small (a)




Monthly Spending (2019-prices MK)

MK/month for family of 4.4

Food affordability in Malawi

Linking consumption with the ability to buy products

250 000

200 000

150 000

100 000

50 000
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18 000
16 000
14 000
12 000
10 000
8000
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4 000
2000
0
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Expenditure Groups — IHS 2020 (Apr — 2019 prices)
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Malawians uses 56% of total expenditure to buy food (include own
and bought product)

Since only 350 000 households produce bananas, the rest of the
3.8 million households need to buy bananas or receive as gifts to
be able to consume

Yet only around 930 000 non-banana producing households
consume bananas (Thus, only 30% of Malawians consume
bananas at current market prices)

Bottom left graph shows the affordability of a basic food basket
in Lilongwe to feed an average family of 4.4 people

It does not even list banana as a category, but already shows
that a family needs around 80 000 MK per month do buy these
items.

Only income groups 7-10 have total expenditure that is above
this spend for food only
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Upgraded State 2030
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Reforms are targeted to meet current needs of the industry

The banana value chain is in a very specific growth season, recovering from disease and climate impacts
Reforms are mostly aimed at getting production at higher level to meet local demand

Because margins are fairly high, there is a careful balancing needed to not boost production beyond the

capacity of what the market can absorb (link to consumers buying power and economic conditions in
the country)

Our Baseline projections have a short time-line toward 2030 and some economy-wide impacts take
longer to initiate

In the future, incorporating reforms and investments in the processing sector or promoting exports
could support local prices, but the value chain must first move to a stronger competitiveness position:

= Stronger yield gains (utilise irrigation, climate suitability and use of inputs)
= Make decent margins at price levels that products are imported

= (Quality considerations are important

-



Potential policy & investment options =

Seed Systems Reform:
Ensure clean planting materials
distribution through improved virus
indexing & nursery certification and
support of clean sucker distribution

Irrigation investment
towards commercialisation
through a blended finance model

Mat-to-Orchard programme
is a focussed training and extension
programme to encourage
smallholder commercialisation

The updated results will be shared in due course
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Interventions proposed to upgrade VC to an upgraded state

This reform builds on existing efforts to mitigate the impacts of plant disease (BBTV).
It involves formalising existing seed systems through implementing certification of
approved sucker nurseries through virus indexing. Strengthening of public capacity to
implement seed systems for bananas with strong collaboration with private and public
sector to deal with registration, testing and approval of nurseries.

Blended finance model to initiate capital expenditure on intensification through
irrigation development and commercial production of fruit. This will not necessarily
result in large area expansion, but rather improve existing land use under banana
cultivation. This ties into the Irrigation Master Plan and drive by government to increase
irrigation.

Building on the success of donor-funded projects and partnership with government,
this programme aims to develop around 5 000 smallholders that are already selling
their produces but are farming banana in scattered fields with limited in-field
management. Through sucker exchange farmers are trained in producing banana
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Prioritising policies in the banana value chain

= The banana VCis currently in a re-building phase, which results in fairly large margins

= Qver the Baseline we project strong growth, but challenges in the value chain needs to be addressed to
transition to a compete with imported products and reach new phase of maturing

= |n the Malawian context of low growth and high levels of poverty, the consumption growth needed to
sustain higher prices for farmers means scaling production will lead to lower prices

= Qur Reforms does well to unlock growth at various nodes in the value chain that impact poverty and
farmer development, but other reforms are needed to sustain floor prices for bananas

= The reforms also unlocks additional economic activity for input suppliers, financiers, and replaces
imports

= Once seed systems are established, interventions that target specific farmer categories will provide
production responses that would scale production to levels last seen in 2010

= To transition Malawi from annual to perennial crops will require concerted efforts to transition farmers

to a higher input systems, orchard production and focus on yield responses.




Thank you
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