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ON ADMARC BEING THE SOLE BUYER AND SOLE SELLER OF MAIZE

The directive made by the Ministry of Agriculture and Food Security on 19th August 2008, making ADMARC the sole buyer and sole seller of maize has been received with mixed reactions. In the directive, the government has also come up with the maize minimum (producer) price and the maximum (consumer) price, which has also initiated a lot of debate among different interest groups within and outside our economy.

The announcement of the maize prices of MK45/kg as a producer price and MK52/kg as a consumer price, brought a lot of relief to the Centre for Social Concern (CFSC), because we were concerned with the rising prices of maize at a time they are supposed to be declining, or at least stabilizing, especially in a year of a national maize surplus. We commend government for this positive move, as this will stabilize and regulate the market price of maize. At MK52/kg, maize will become more affordable to a resource-restricted Malawian consumer. Smallholder farmers (most of whom are supposed to benefit from the fertilizer subsidy program) will also not lose much by selling at MK45/kg. At harvest time, most of them were forced to sell to private traders at as low as MK20/kg because there was no control in the pricing of maize. Maize is not just a commodity, in Malawi maize is life and, therefore, its price cannot be liberalized at the expense of poor consumers and hard working smallholder farmers. They both need to be protected.

In a survey that the CFSC conducted two years ago, which we believe is still valid; the majority of the interviewed smallholder farmers expressed their deep trust on ADMARC as their “Nkhokwe” for their future food, especially during the lean months.  In addition, many expressed their preference of ADMARC because of its stable and better prices. The directive that ADMARC be made the only buyer and seller of maize is, therefore, an answer to the prayers of smallholder maize growers. At CFSC we also support the move but with a few reservations, because of a number of challenges which ADMARC will face in fulfilling this social and noble task. The challenges, most of which were uncovered by the survey, are as follows: firstly, producers have been complaining that ADMARC markets often ran out of cash at a time when farmers are desperate to sell their maize. Usually the farmers are given a credit note to keep until ADMARC gets more funding for payment on the maize bought some days or weeks ago. In such desperate situations farmers would sell to private traders, even at a lower price, as long as they have some money with which to buy some salt. We believe ADMARC will be equipped with adequate cash at all its markets if our poor farmers are to fully benefit from this partnership with ADMARC, Bwenzi la Alimi. Otherwise, where will the farmers go in situations of no cash?

Secondly, after market liberalization (which our farmers link with multiparty democracy), smallholder farmers have been complaining that ADMARC closed most of its bush (remote area) markets, making it very difficult for many maize producers and consumers to access an ADMARC market. This has often led to very long queues and corrupt practices at ADMARC markets, both of which are very frustrating to a desperate seller and a hungry consumer. Is ADMARC ready to re-open all its markets, even in remotest areas at all seasons? Does ADMARC have that capacity, because this requires a lot of resources, both financial and human?  

Thirdly, one of the major complaints raised by farmers against ADMARC (in our ADMARC survey) was that they were competing unfairly with private traders (both in selling and in buying) at ADMARC markets, and they proposed that all private traders should be banned from ADMARC markets. The fact that private traders are now prohibited by law to do any trading in maize, means that our maize producers and consumers have nothing to worry about as far as bias towards “vendors” at ADMARC markets is concerned. They will no longer face the frustrating and unfair competition with private traders. Will poor smallholder farmers and poor consumers not face similar competition from the rich and commercial farmers? 

Despite these challenges, at CFSC we believe that ADMARC is well positioned to assist farmers and consumers. The announced prices will be difficult to implement if private traders are allowed to continue in the maize trading, as there is no proper monitoring mechanism of prices in the open markets. ADMARC has fulfilled this role in the past, why not now? What is required is that government should strengthen the capacity of ADMARC to reach every maize producer and consumer; assist in disciplining ADMARC field staff on issues of corruption and cheating (when weighing commodities); revamp ADMARC liaison committees and; construct enough storage structures at all ADMARC markets.

The Basic Needs Basket of August 2008

Cost of living went up in all the four cities during the month.  In Lilongwe, the food basket went up by 3.3% from MK26, 121 in July to MK26, 990 in August. The price of some commodities such as tomatoes, onions and rape declined, but this was offset by the rise in the average price of maize (by 7.4% from MK2, 860 in July to MK3, 072 per 50kg bag in August), bread, beef, beans and potatoes. Total cost of living in Lilongwe went up by 3.3%, from MK41, 791 in July to MK43, 170 in August.  

In Blantyre, the food basket (cost of essential food items) went up by 4.7% from MK27, 464 in July to MK28, 743 in August. The price of maize did not change much, as it went up from MK3, 458 per 50kg bag to MK3, 500 per 50kg bag during the month. Cost of living for Blantyre went up by 2.9% from MK43, 822 in July to MK45, 097 in August.

In Zomba, cost of living went up by 4.4% from MK39, 528 in July to MK41, 265 in August. The food basket went up by 5.8% from MK23, 892 to MK25, 277. However, Zomba is the only city whose residents paid less for a bag of maize than in the past month. The price of a 50kg bag of maize declined from MK2, 850 to MK2, 750 during the month. Prices of the following essential food items went up: dried fish, beef, fresh milk, bread, cooking oil, kitchen salt and sweet potatoes. 

Mzuzu, which has the highest cost of living, registered an increase of cost of living of 9.8% from MK41, 491 in July to MK45, 539 in August. The price of a 50kg bag of maize went up by 24.9% from MK3, 150 in July to MK3, 933 (almost MK4, 000) in August. Beef is also most expensive in Mzuzu, which is very surprising as most of the beef consumed in Blantyre, Zomba and Lilongwe originates from the north. The price of bread, dried fish, beans and cooking oil also went up.

Of our major concern is the rise in the price of bread. The price of bread went up by an average of 33% in the four cities. The reason given by the bread bakers is that the price of wheat flour, most of which is imported, went up by 25% from MK112 per kg to MK140 per kg. Switching to cassava and/or potatoes is not an optimal solution for poor consumers, because although these are relatively cheaper, people will need to spend further in terms of energy required to have the commodities cooked. Bread is more convenient and handy. The good news is that we have our own wheat producers along the Kirk Range (in Ntcheu, Neno and Mwanza districts), which if given enough support could supply enough wheat to meet the current national demand. We would not need to worry about rising world prices of wheat but will benefit from them through wheat exports. 
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