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1. INTRODUCTION 

 

The SADC Development Finance Institutions Network held its 2018 CEOs Forum on 7th of 

June 2018 at The Capital Empire Hotel, Johannesburg, Republic of South Africa. The subject 

of the Forum was “Challenges of Financing Agriculture in the SADC Region – A DFI 

Perspective”. 

 

The forum was hosted by SADC DFRC, Secretariat to SADC DFI-Network. Delegates 

comprising Chief Executives and Senior Executives from SADC DFIs across the SADC region, 

as well as representatives of multilateral development finance institutions attended the 

proceedings. 

2. OBJECTIVES OF THE FORUM 

 

The objective of the forum was to examine the distinctive challenges relating to the financing 

of agricultural projects through the value chains with a view to arriving at policy and institutional 

level interventions to stimulate growth of the agricultural sector.  

 

The agricultural sector is considered a significant sector in the SADC economy, and has been 

prioritised under the United Nations Sustainable Development Goals, the African Union Vision 

2063 and the SADC Plan of Action as a major development goal. It is imperative therefore; 

that DFIs, alongside other financial institutions and development stakeholders, define how 

they can contribute to the growth of this sector. 

3. WELCOME REMARKS 

 

Mr Dumisani Msibi, Chair of the SADC DFI Network and Group Managing Director for 

FINCORP, Swaziland, commenced proceedings of the workshop, by making key 

acknowledgements, welcoming all guests and thanking South African government for 

agreeing to host the forum at such short notice.  

 

Setting the tone for the proceedings, Mr. Msibi provided the backdrop and contextual 

environment in which the conference was being held. He highlighted the importance of 

Agriculture in African economies, food security and poverty reduction, and the critical role of 

DFIs in the development of innovative approaches for financing agricultural activities across 

the region bearing in mind the challenges presented by climate change. 
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4. OPENING ADDRESS  

 

Ms Elda Mchiza, Chief Director in the Department of Agriculture, Forestry and Fisheries in 

South Africa on behalf of Minister of Agriculture, Forestry and Fisheries made the opening 

address. Her address was based on the premise that the Agriculture sector in South Africa is 

largely dominated by a minority group and highlighted key challenges faced by emerging 

farmers in accessing the sector, which include availability of finance, support services and 

skills. 

 

Key issues raised: 

 

 Imperative for transformation and inclusion in agriculture – especially for South Africa 

 How are the DFIs responding to the Agriculture development challenges? 

5. GUEST SPEAKER 

 

Guest speaker, Mr Martin Muchero, Regional Agricultural Policy Coordinator: Directorate of 

Food, Agriculture and Natural Resources - SADC Secretariat, focused his presentation on 

“SADC Agricultural Policy and Investment and Role of DFIs”. 

 

Mr. Muchero provided background to the work and journey for the Regional Indicative 
Strategic Development Plan (RISDP) and insight into what the region has been trying to do 
for the past 15 years. 
 
He indicated that in ensuring implementation of strategy and policy this has led to the 

development of the Agriculture Development Fund (ADF) as a financial instrument in the 

implementation programme. ADF has seven (7) facilities that are structured to support 

agriculture development: 

 

i. Value chains; 

ii. Agricultural infrastructure development; 

iii. Markets & trade; 

iv. Agricultural information management system;  

v. Food & nutrition security; 

vi. Environment & natural resources; and 

vii. Governance & institutional development. 

 

Key ADF activities included institutional arrangements, financial arrangements and financial 

sustainability and planning. Operational guidelines still need to be developed. 

 

ADF implementation progress: 

 

o Approval from political point of view had been received 

o Still establishing as a legal entity 
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o Timeline – end of the year (2018), by end of 2019 ADF should be an institution 

that can be outsourced. 

o ADF is a contributory fund 

o ADF is an incentive based mechanism 

 

Specific Tasks of ADF include: 

 

o Development of specialised TOR for studies / work to be done 

o Recruitment of consultants 

o Study report supervision / quality control 

o Technical input into studies / reports where appropriate 

o Consultative processes on study reports organised, supervised, reported on 

o Validation of reports 

o Submission for consideration of reports through the SADC approval processes  

 

His presentation also alluded to the difficulties in developing financial instruments for 

agricultural projects. The ADF will provide part of the cost in financing projects to enable the 

agricultural industry and the farmer in particular to progress. 

6. KEYNOTE SPEAKER 

 

Ms Loyiso Ndlovu, Executive Manager for Commercial Development and Business Banking 

at Land and Agricultural Development Bank of Southern Africa gave the keynote address. Ms. 

Ndlovu indicated that the Agricultural sector has lagged behind on delivering on its true 

potential and value remaining on the margins of the broader economic conversation when 

being compared to other sectors: Infrastructure, financial services  

and technology.   

 

She shared key facts about Agriculture in South Africa: 

 

 Land reform and agriculture are intricately linked and that there needs to be better 

alignment between Land Reform choices and increasing Agricultural potential. She further 

challenged the Africa DFI’s to play a catalytic role in linking resources and finance. She 

mentioned that in agriculture, security of tenure is an important consideration in a financing 

decision and that throughout the continent, Tenure, remains a challenge to harnessing 

Agricultural economic potential.  

 

 Land, water and agriculture cannot exist without each other, without water, without 

rights and without money for rights, farming will not happen. The co-dependencies 

between these three are obvious but not explicitly evidenced in the regional protocols and 

priorities for financing. She highlighted that water resources are a critical point of 

collaboration and are vital for sustainable agricultural development of the region. She 

further challenged the DFI’s with seeking coordination in this area as collaboration on 

water use is critical to the long-term success for the sector and to bringing down potential 

financing barriers.  
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 In agriculture, green is not a choice! Long-term financing, requires an ability to take a 

long-term view on your risk and that there is limited potential for an extended long-term 

outlook given the current climatic volatility. As such, in Agriculture, Green is not a choice 

but an imperative, and a significant risk to mitigate against volatility. 

 

 It is not all about the money. She mentioned that the provision of money and access to 

finance has long been recognised as a barrier to entry. She further reiterated that there 

are many funds on the continent providing finance into Agriculture, but Money without 

robust support is money not well invested. Moreover, that the limited financial investment 

in African agriculture is attributed to many factors including the high-risk profile of 

smallholder farmers, low productivity and returns, inadequate infrastructure, unclear 

property rights and uncertainties around land tenure, and weak policy and regulatory 

environments.  

She highlighted that tackling the above challenges requires significant investments on many 

fronts. In addition, she suggested value chain financing as an important mechanism to deliver 

financial services to rural households and SMEs. Channelling resources to support business 

transactions within value chains to reduce costs and risks and increase efficiency is critical. 

She proposed the following solutions:  

 There is a need for aligned protocols on Land use, Water use, and cross regional 

support.  

 There is a need for provision of finance that is aligned to the sensitive risk profile of 

Agriculture, focused upon building a cadre of developing farmers towards 

commercialisation.  

 Significant investment is required in value chains, in secondary production and 

manufacturing capability.  

 Technology and investment into Agricultural technology is the basis upon which 

to move from the current revolution onto the next generation.  

 

She concluded by saying that, through access to resources, through aligned land decision, 

through co-dependant water choices, through connected and symbiotic climatic responses the 

sector opportunities are immense. 

Comments from the room on Land availability and tenure issues 

 

Land access and tenure is an issue. What was being proposed and is being dealt with is: 

 Longer-term leases should be given to protect the investment. Land should be surveyed 

and demarcated properly – will enable DFI to finance. 

 User rights on communal land is a challenge which can be addressed 

 Innovation is required in dealing with absence of land ownership related to title deeds for 

agriculture. 

 Engineering of financial instruments that could stimulated access to Land. 
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 Land Bank leasing land to assist and deal challenges.  

 Trading of land without land titles. 

 DFI appetite for risk– DFIs are working as commercial banks. How are they addressing 

their developmental mandate in their financing approach?  

 

6.1 Reflection from other SADC countries on keynote address: 

 

6.1.1 Tanzania 

The country is focused on small farmers, agriculture is not modernised, it is mainly small-

scale agriculture, which is focused on food production. The country has adopted a grant 

scheme approach in order to address tenure challenges 

 

In order to support small farmers, to develop and grow, small farmers are linked to big 

enterprises who are expected to mentor them and provide business support as well. 

 

6.1.2 Zambia Development Bank 

In Zambia, the largest portfolio is crop farming. Rural agriculture facing challenges 

accessing financing. Currently using micro finance institutions to address these 

challenges. The country is also focusing on agricultural rural development working with 

World Bank 

 

6.1.3 Industrial Development Corporation IDC, Republic of South Africa 

 

IDC is working on improving market access in agro processing and creating opportunities 

for small-scale farmers. With the SAB Miller and Anheuser-Busch InBev (SABInbev) 

transaction, IDC working with the competition commission ensured that SABInbev were 

required to source from small farmers which IDC created as an opportunity for assisting 

small farmers. 

7. PANEL DISCUSSIONS 

 

 Mr Elfas Chimbera, Executive Director: Finance & ICT, Agricultural Bank of 

Zimbabwe. 

 

He provided context on the agriculture financing in Zimbabwe. He reported that 

Zimbabwe government is currently providing 99 year leases as the state owns the land 

and that security of tenure is still a challenge but the Bank is considering freehold as 

one of the options.  

 

He reported that Zimbabwe experienced a surge in agricultural output in 2017 on the 

back of Command Agriculture and the Presidential Inputs that saw the Economic 

growth targets being revised upwards to 3.7% in 2017 to reflect the immediate 

influences of agriculture on the overall economy.  
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He further mentioned that tobacco merchants have succeeded in securing internal and 

external financing for tobacco because the Value Chain is effective and efficient. 

Banks prefer to finance Tobacco Merchants, for on-lending to farmers because the 

repayment system is reliable. The performance of tobacco production contrasts 

sharply with what has been happening over the years with some crops such as maize 

and cotton, where loan repayments have been considerably uncertain. He highlighted 

the reasons for the performance as high financing costs and the short-term nature of 

deposits. 

 

Other Challenges Facing Agriculture in Zimbabwe: 

o Irrigation infrastructure is dilapidated and requires immediate replacement 

o Security of tenor was a big challenge for most farmers 

o Government agriculture extension services are inadequate and overstretched 

o Investment in research and development has lagged over the years 

o Most farmers lack collateral security and even fewer have other security 

arrangements like insurance and credit guarantees 

o Fragmented agriculture output marketing arrangements, with the notable 

exception being Tobacco and Sugar cane, and a few other crops 

o People who had no knowledge of farming suddenly were utilizing vast tracts of 

land 

 

Proposed Solutions: 

o Sustainable Agriculture Value Chain Financing; 

o Affordable and Timely Inputs Management; 

o Investment in Irrigation Infrastructure; 

o Availability of Extension Services; 

o Harnessing ICT and Technology for Production;  

o Investment in Research and Development;   

o Effective Marketing of Produce; and 

o Availability of Financing with Appropriate Tenor and at the right Price  

 

He concluded by indicating that Zimbabwe has been advocating 3rd party investors that 

are like minded. Still work in progress. 

 

 Mr Mzee Kilele, Principal Planning Officer of Tanzania Agricultural Development Bank 

(TADB). 

 

TADB is new and has only been in operational for 3years. Key focus for TADB has 

been facilitating food sufficiency, security and agricultural transformation, moving from 

subsistence to commercial and economic growth and poverty reduction.  

 

He further reported that agriculture is seen as a high-risk undertaking and that this is 

due to low productivity in farming, limited mechanization, limited irrigation, 

underdeveloped markets and challenges with prevalence of subsistence agriculture. 
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He mentioned the following as main issues/challenges for TADB:  

o Shortage of long term funds   

o High cost of funds (high interest rates) 

o Inadequate local capacity of designing and managing large scale agri-

industrial projects  

o Limited agricultural-insurance coverage  

o limited number of players and coverage  access and products 

o Inadequate collateral and guarantee coverage  

 

He highlighted that Tanzania has an immense opportunity for increasing livestock 

production and potential for expansion of production as a major source of growth. He 

mentioned that Tanzania has the second largest herd of cattle in Africa, grazing land, 

water, pasture resources, and has 44 m hectares of arable land (only 10 m hectares 

under cultivation). 

     

 Mr Andre Botes - Executive for Sales, Agricultural Bank of Namibia 

 

Agricultural Bank of Namibia’s mandate is to promote growth and development of 

agriculture through affordable and innovative financing. Funding from shareholder has 

been on the decline and there is need for diversifying funding sources whilst ensuring 

a sustainable mix of sources from a cost of funding viewpoint. He further implored 

management to think outside the current paradigm to identify financing opportunities. 

 

             Mr Botes highlighted the following challenges for Namibia: 

o Funding the Loan book – Limited sources of non-interest income 

o Potential default risk (no collateral) 

o Actual default (Arrears) 

o Cost of funding 

o Cost of appraising individual farmers 

o Low profit margins of farming businesses 

o Effects of climate change 

o Lack of technical support to farmers 

o For majority of small scale farmers, farming is an occupation and not a 

business 

 

He further suggested the investment in value chain financing as a solution, and that it 

requires strategic alliances, innovation and a selection of lead partner to drive the 

activity in the chain.  He further suggested possible opportunity to be explored to 

address sector challenges, including looking for equity partners outside the agriculture 

sector. 

 

 Mr. Herilaza Woel Lala - Chief Executive Officer, Société Nationale de 

Participations, Madagascar 
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In his address he reported that Agriculture is of prime importance for Madagascar, from 

an economic and social point of view. It generates about 25% of GDP and employs 

about 80% of the country's active population of which more than 90% are small 

farmer’s still practicing family farming mainly for subsistence. He further indicated that 

Madagascar has an abundance of agricultural land and water resources, a reserve of 

high growth that unfortunately remains untapped. With 40 million hectares of arable 

land, Madagascar cannot value them for lack of investers, both national and foreign. 

He highlighted that the weakness of agricultural productivity in Madagascar can be 

attributed to use of outdated farming practices, limited availability and high cost of 

improved inputs (seeds and fertilizers), deficiency of the production infrastructures and 

low human capital.   

In order to address the weaknesses identified, he stated the strengthening of private 

sector participation, strengthening of skills of farmers, infrastructure development and 

migration from subsistence to commercial farming as priority actions. 

 

Key messages from presentations: 

 

o Financing transactions along the value chain – digital platforms for 

value chain needed 

o Agriculture sector holds potential for growth and it is currently 

underdeveloped and underinvested 

o Need to move towards commercialisation of the smallholder farmer 

o Lead clients concept in value chain financing 

o Climate finance critical for sector long term sustainability 

o Possible partnership across SADC member states and a need for 

possible technology partners 

o Need to explore the use of technology in agriculture – hydroponics, 

greenhouses 

o Cross border collateral should be explored 

 

8 CLOSING REMARKS: 

 

Mr Geoffrey Qhena the Chief Executive Officer of Industrial Development Corporation in 

South Africa gave the closing address.  

 

His address emphasised the importance of Agriculture as being at the heart of development 

and proposed the following interventions for African DFIs going forward. African DFIs need to: 

 

 Locate themselves proper in the land debates and share lessons – Should not be 

obsessed collateral 

 Centrally pull resources to support agriculture – regional fund process taking too long. 

Needs to speed up. 

 Ensure mandates improve financing of agriculture 
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 Funds are allocated on a grant bases to Agriculture University and employment of 

agronomist 

 Value chain approach should be the order of the day – adequate processes for agro 

processing 

 

In conclusion, Mr Qhena highlighted that DFIs need to be the sounding board for development, 

come up with solutions to take the sector forward, and raised the following questions for 

reflection going forward: 

 

 How much of DFIs balance sheet is going to Agricultural funding – how do we improve 

it? 

 To what extent are DFIs contributing to use of technology in Agriculture – use of 
technology to develop sector? 


