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ABOUT AGDEVCO

AgDevCo contributes to the 
transformation of agriculture in 
Africa from subsistence farming to 
a modern, commercial sector. They 
do this by investing debt and equity, 
and providing hands-on support to 
establish and develop commercial-
scale agribusinesses. To date, they 
have invested over $110 million in over 
65 agribusinesses across eight African 
countries.

AgDevCo’s mission is building successful 
African agribusinesses through long-
term investment and support to deliver 
positive impact at scale. Their vision 
is a thriving commercial agriculture 
sector that creates jobs, drives 
economic development and protects 
the environment.

ABOUT THIS CASE STUDY

This independent case study highlights 
AgDevCo’s investments in the Phata 
Cooperative in Malawi. It was prepared 
by LTSM Chitukuko Ltd. in February 
2018 and is based on site visits, eight 
key informant interviews (with board 
members, directors, and committee 
chairs from Phata, Illovo, AgDevCo 
and Agricane) and five focus group 
discussions (with the Phata executive 
committee, cooperative members, 
employees, local chiefs and an all female 
group of cooperative members). 

Thank you to everyone who participated 
in the interviews and research process. 
Special thanks to Agricane, Phata, 
AgDevCo and Illovo for contributing 
their time and energy to this study.
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THE CONTEXT
Malawi is a small, predominantly agricultural, land-locked nation of 
18 million people in Southern Africa. Over 80% of the population is 
engaged in farming, most of which is subsistence farming, reliant on 
a single rainy season. Little use of technology or improved practices 
continues to provide many households with low yields and low incomes. 

The economy of Malawi is dependent on export crops. After tobacco and tea, the 
third most important agricultural export is sugar. Illovo Sugar (Malawi) PLC processes 
sugar for local, regional and international markets and is one of the largest businesses 
in Malawi. A 2018 report by Corporate Citizenship estimates that Illovo contributes 
5% of Malawi’s GDP.

One of Illovo’s two main production sites is in the southern Chikwawa district of 
Malawi situated in the Lower Shire Basin. Chikwawa is ideal for sugar production 
because the soil type and heat result in sugarcane with high sucrose levels. However, 
the missing element is water, a problem that has been getting worse as rain patterns 
are changing.

Typically, Chikwawa receives less rain than the rest of the country, but in recent years 
the rains have become increasingly erratic and unreliable. Compounding the issue, 
every few years heavy rains cause the Shire River to flood and, all too often, destroy 
homes, damage roads and ruin crops.

INTRODUCING THE PHATA COMMUNITY
The Phata community encompasses a small cluster of villages in Chikwawa district, 
just north of Illovo’s main operations. Historically, like most communities in the area, 
they relied on rain-fed agriculture to make their living and grow food for their families 
to eat. Their main crops were cotton and sorghum grown on small individual plots of 
land belonging to each family. Dependence on the rain led to increasing uncertainty and 
struggle for people living in the area.

ANNUAL RAINFALL IN PHATA 
COMMUNITY (MM) VERSUS  
MALAWI AVERAGE  
(1901-2015)

1901- 
2015

713

606

788

381

544

1,067

“THE SOILS IN CHIKWAWA ARE FANTASTIC, IT’S ALLUVIAL FLOOD PLAINS 
AND THERE’S GOOD SUNSHINE AND HEAT ENERGY. YOU CAN GROW 
ANYTHING HERE IF YOU HAVE WATER” - MD, Agricane.

“THE RAINFALL PATTERNS HAD REALLY STARTED CHANGING WITH MORE 
DROUGHT AND PROLONGED DRY SPELLS AND WE WERE GETTING NO 
HARVESTS AT ALL. PEOPLE WERE WORKING IN THEIR FIELDS FOR ZERO 
RETURN” - Local village chief.

“ WHENEVER THE DROUGHTS CAME WE COULDN’T GROW ENOUGH FOOD.  
WE RELIED ON FOOD AID FROM PEOPLE LIKE WFP” - A community member.

Phata Community

MALAWI

13/14 14/1512/13 16/1715/16

Phata Community Baseline Statistics, 2011

1.4%

had a  
formal job

42%

ran out of 
food in  

Jan-Feb

50%

lived on 
less than 

$1 per day

Phata sugarcane fields and the under-used grazing land beside 
them. The Phata sugar cane fields looked like this pre-irrigation.
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THE OPPORTUNITY
In 1997, the Government of Malawi offered a cooperative of local sugarcane farmers in the Chikwawa area a loan to invest in 
irrigation equipment. This cooperative, known as Kasanthula, used their loan to engage Agricane, a professional management 
company to install and manage large-scale irrigation. The cooperative then signed a supply agreement with Illovo and began a 
successful sugarcane growing operation.

This provided the community at Phata with inspiration for what they could achieve with their land. The local community at Phata 
gathered together and decided they also wanted to convert their land to growing sugarcane under irrigation. On the advice of 
local chiefs, they approached Agricane.

Agricane advised the farmers on setting up the Phata cooperative, and they identified a $3.2million grant facility from the 
European Union (EU) that could be used to develop 300 hectares of 438 farmers’ land into sugarcane under centre pivot irrigation, 
while setting aside 10 hectares for collective food crops. This grant required a contribution of $503,810, which the cooperative 
struggled to find financing for.

THE AGDEVCO OFFER
In 2012 AgDevCo offered Phata a $503,810 capital loan secured on the irrigation equipment the cooperative would buy with the 
EU grant. The loan had a three-year repayment grace period to allow Phata time to establish itself before any repayments were 
required. This allowed Phata to acquire the $3.2 million facility from the EU and the construction of large-scale irrigation began.

The cooperative also required annual working capital to cover initial operational costs. Understanding this was key to the proper 
functioning of the cooperative. AgDevCo management approached Opportunity Bank of Malawi and helped the cooperative secure a 
$700k loan. 

AGDEVCO’S INVESTMENT

“WHEN OUR CROPS WERE DYING IN THE FIELD WE COULD SEE OUR NEIGHBOURS AT KASATHULA AND SANDY 
RANCH (AN AGRICANE PLANTATION UNDER THE MANAGEMENT OF ILLOVO) GROWING BUMPER CROPS OF SUGAR”  
- A community member.

“NONE OF THE BANKS WOULD LOAN US THE MONEY REQUIRED TO UNLOCK THE EU GRANT.  
WITHOUT AGDEVCO WE WOULDN’T HAVE BEEN ABLE TO SECURE THE GRANT” - Phata admin head.
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THE PROJECT – PHASE ONE

With the EU and AgDevCo funds secured and the Opportunity Bank of Malawi funds in operation, Agricane was formally engaged 
as a technical and administrative partner, responsible for managing the cooperative. This marked the beginning of ‘Phase One’ of 
Phata field development. The EU funds were received in January 2012, and by November 2012 the land preparation and irrigation 
installation were completed. The first sugarcane harvest started in August 2013. 

Beyond the field development and infrastructure in Phase One, Agricane, AgDevCo and management focused on building the 
capacity of the Phata cooperative, specifically:

> Developing a community-led constitution and governing structure.

> Running training courses on agronomic practices and business understanding. 

> Securing grant funding for diversification initiatives.

>  Requiring cooperative members to work on the farm at least once or twice per week to reinforce skills learning and ownership.

> Developing a detailed financial model and cropping plan.

THE SUCCESSES – PHASE ONE 
From the first harvest in 2013, yields have been consistently high, leading to sustained revenues and profits for Phata.

The board agreed a dividend policy which pays out 60% of profits and keeps 40% to cover operational expenses for the next 
season, repay the capital loan ahead of schedule and start to build a reserve to fund future investments.  The average farmer 
received $650 per member in dividends in the first year versus a typical average income of $120 per member when growing cotton 
and sorghum before.
 
Due to strong financials and the board’s decision to keep 40% of dividends for investment, Phata was able to repay all of its 
initial working capital loan from Opportunity Bank after the first harvest in 2013, and complete repayment of the AgDevCo loan 
three years ahead of schedule. In 2018, the board agreed to increase the 438 Phase One members’ dividends to 70%, since the 
cooperative has fully repaid their Phase One loan from AgDevCo.

SCALING-UP - PHASE TWO
Based on the success of Phase One, 667 nearby farmers who owned land next to Phata also wanted to convert their land to 
growing sugarcane as part of the Phata cooperative. Phata was awarded a second EU grant of $2.3 million in 2015 to scale-up 
the project impact by developing an additional 312 hectares of sugarcane and 50 hectares of food crops. Again, this required a 
contribution and AgDevCo offered a $1,201,600 capital loan and a $400,000 working capital loan to meet these needs. So that the 
Phase One members were not financially affected by this expansion, the accounts for the two phases are kept separate, although 
Agricance manages both phases as one single farm.

“I THINK IT’S PHENOMENAL. QUITE HONESTLY, IT’S ONE OF THE MOST SUCCESSFUL COOPERATIVES I’VE SEEN!” 
- MD Illovo Malawi.
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HOW AGDECVO WORKS
PHATA EXAMPLE

1 2 3 4
FINANCE

Phase One 
$504k 5 year 
secured loan at 7%

Phase Two
$1.2m 7 year 
secured at 7% and 
$400k 2 year working 
capital loan at 10%

Provided the risk 
capital required to 
unlock EU grants of 
$3.2m and $2.3m, 
local commercial 
banks were not 
willing to lend

ENGAGE

AgDevCo director 
(Jim Henderson) an 
observer on Phata 
board

Provides challenge 
and expertise

“Jim plays a key 
balancing, expert 
role; his outside 
references are 
powerful to help 
the board make 
decisions.” 
- MD, Agricane.

SUPPORT

AgDevCo reporting 
requirements set 
high standards for 
accounting, legal 
and environmental, 
social and 
governance 
systems

AgDevCo team 
helps drive specific 
projects like 
Phata’s ‘Women’s 
Action Group’

5
INNOVATE

AgDevCo 
guides Phata 
about valuable  
technology 
investments often 
using learnings 
from other portfolio 
companies

For example, 
advised on co-
operative member 
ID cards using  
unique digital ID 
tags

CONNECT

AgDevCo 
introduces Phata to 
third parties where 
strategic 

For example, 
introduced to 
Opportunity Bank 
in Phase One to 
provide members’ 
first bank accounts 
and a working 
capital loan facility 
of $700k

AgDevCo’s support 
covers four key areas

AGRONOMY

Agricane leads most 
agronomic work (fertiliser 
choice, field activity, etc.) 
as a sugarcane expert

AgDevCo asks questions 
to check this approach and 
suggests ideas to explore 
based on experience from 
other crops and countries

COMMERCIAL

Phata has one key buyer, 
Illovo, who also provides 
access to key services and 
inputs on credit, at scale 
discount

AgDevCo supports Phata’s 
board with planning ahead 
on commercial matters 
and maintaining a strong 
relationship with Illovo

MANAGEMENT

The key area of 
management support 
provided to Phata is in 
financial planning and 
forecasting

AgDevCo helps 
management build 
forecasts, model 
repayments, prepare capex 
schedules and run risk 
scenarios 

ENVIRONMENTAL, 
SOCIAL AND 
GOVERNANCE (ESG)

AgDevCo’s investment team 
make regular site visits 
to review operations and 
provide guidance in line 
AgDevCo’s Responsible 
Business Principles  

AgDevCo ensures that the 
cooperative governance 
is maintained in line with 
the constitution, especially 
around dividend policies

AgDevCo, working with 
the cooperative, created a 
Women’s Action Group
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AGDEVCO’S IMPACT  
AND GOALS

AgDevCo’s Vision

ENRICHING
LIVES

CREATING
ECONOMIC
BENEFITS

BUILDING SUCCESSFUL
AGRIBUSINESSES

A THRIVING,
COMMERCIAL AFRICAN

AGRICULTURE SECTOR THAT
BENEFITS PEOPLE, ECONOMIES

AND THE ENVIRONMENT.

GOAL 1
ENRICHING  
LIVES

>  Better living standards, food 
security and community 
benefits

>  Job creation, increased 
employment levels and 
incomes

>  Wider engagement with 
smallholder farmers

GOAL 2 
BUILDING 
SUCCESSFUL 
AGRIBUSINESSES

>  Improved yields, agronomic 
practices and produce quality

>  Innovation in crops, land use, 
irrigation and mechanisation

>  Stronger supply chain 
relationships and greater 
marketing opportunities

GOAL 3 
CREATING 
ECONOMIC 
BENEFITS

>  More efficient markets and 
successful new businesses, 
which inspire others

>  Sharing of best practices 
to improve environmental 
performance and gender 
equality

>  Increased economic and 
investment activity in sectors 
relating to agriculture
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603 
EMPLOYEES

1,103
COOPERATIVE 

MEMBERS 

GOAL 1
ENRICHING LIVES

AVERAGE DIVIDEND PER 
MEMBER HOUSEHOLD

AVERAGE WAGE PER  
FTE EMPLOYEE

13/14 14/15 15/16 16/17 2013 2014 2015 2016 2017

605

889

808

649

352
429

547

352

451

$USD $USD

income per average 
member in 2011 when 
growing sorghum and 
cotton versus $649 per 
member and $451 per 
employee in 2017.

Phata has created regular, reliable income and  
employment for cooperative members and employees.

Cooperative members receive annual dividends 
based on the size of land they contributed 
to Phata. Phata employees (who are often 
cooperative members) receive monthly wages. 
Both groups talk about how their household 
income has grown substantially.

“BEFORE PHATA WE HAD VERY LITTLE MONEY; 
BETWEEN CLIMATE CHANGE AND OUR PRIMITIVE 
FARMING METHODS, WE’D GET NOTHING FROM OUR 
LAND, ESPECIALLY WITH FALLING COTTON PRICES” - 
Phata Executive committee member.

The livelihoods of employees, cooperative members and their families have  
improved as they invested in better living standards and new businesses.

Most employees and cooperative members 
have invested their wages and dividends into 
household or business assets.

“IF IT’S A GOOD YEAR OF FARMING WE’LL USE OUR 
PHATA WAGES TO INVEST IN ASSETS. IF THE RAINS ARE 
BAD WE USE OUR PHATA WAGES TO EAT”  
- Phata employee.

Master, an irrigator at Phata, 
is in the middle of building a 
new house with his wages. He 
has bought new bricks and is 
ready to cement the walls and 
floors, He has also bought 
two goats and is looking to 
buy more over time. 

Chrissy, Phata’s pest and disease 
controller, says that her wages mean she 
no longer worries about food. She has built 
a new house with her wages, replacing her 
old straw roof with iron sheets, and mud 
walls with burnt bricks and concrete. She 
also pays school fees for her son in his 
final year of secondary school.

VERSUS  
$120

“WHEN WE WERE GROWING COTTON WE ONLY HAD THATCHED ROOFS THAT LEAKED AND MUD WALLED HOUSES.” 
- Phata cooperative member.

“I BOUGHT LAND AT THE DIMBA (WETLANDS BY RIVER) AND A WATER PUMP SO I CAN GROW TOMATOES AND 
ONIONS FOR SALE YEAR ROUND.” - Phata cooperative member.
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All of the employees and cooperative members talked about 
how they could now guarantee that their families would have 
enough food to eat. A poor harvest on their farmland no longer 
means dropping to one meal a day or relying on food aid. 

Laison, Phata’s drainage captain, mainly 
spends his wages on buying food, 
clothes and paying school fees for his 
children. He says his family can eat well 
every month now. SPOTLIGHT: Investing in Education

Brenda, 20, and London, 19, are in their final year of 
school. Brenda (pictured) wants to be a nurse; London 
a secondary school teacher. They said the children of 
non-members really struggle to pay their school fees, 
whereas cooperative members are guaranteed a regular 
income so can pay their children’s fees easily. The board 
estimated secondary school enrolment has increased to 
95%. As one Phata member said “when you send a child 
to school you have educated the community.” Members 
are also hopeful that with the increased level of education 
their children will become the next generation of Phata 
management, and the Phata Fairtrade committee is 
considering university scholarships to further support this.

Secondary school attendance rates have increased in the 
community because more parents can afford school fees.

WELFARE IMPROVEMENTS: FAIRTRADE INVESTMENTS
Phata secured Fairtrade certification in 2015 and receives an additional premium from Illovo each 
year based on the proportion of the sugar it supplies that is sold as Fairtrade. This additional income 
is ring-fenced to spend on community development initiatives. The board created a Fairtrade 
committee which decides what to do with these funds. To date, they have earned over $200,000 
and have invested in:

>  A maize mill – “Women used to have to travel to Beleru 8 km away at least once per month, 
the new mill is less than 1km from most homes.” Chiefs focus group.

>  An ambulance - “People used to have to use an oxcart to go to hospital in emergencies and its 
8 km away. Our ambulance takes members and non-members in need.” Chiefs focus group. 

They are currently planning to install a clean drinking water supply and electricity in the villages 
where most cooperative members live and considering supporting university scholarships for 
members’ children who successfully complete secondary school.

Before  
Phata

After  
Phata

35% 95%
Secondary School 
Enrollment Rates  
of Community

The welfare of community members has  increased as their  
food security is improved and they can afford school fees.

Example Investments of a Group of Phata Employees

The cooperative has also been able to use Fairtrade premium  
money to invest in initiatives that benefit the whole community.

Name Job Role Household Investments

Agnes Chipweta General worker   Built a new house, paid school fees

Agnes Yolam General worker Built a new house

Peston Nkhalango Captain  Bought a motorcycle, bought extra farming land, bought a water pump

Beatrice Kustatu Pesticides captain  Bought cattle, built a house

Annie Beni Storekeeper   $  Paid school fees, started a tailoring business, bought farm inputs

Harry Mereka General worker $ Bought plot to build a house, bought a motorbike

Key
$ Opened a new business  |   Paid school fees  |   Built a new house  |   Invested in farming equipment  |   Invested in livestock
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YIELD 
Tonnes / hectare annual harvest 2013 to 2017

13/14

112

14/15

110

15/16

110

16/17*

103

13/14 14/15 15/16 16/17

 1,271,132  1,343,359 1,472,925  1,239,343

 Total Revenue (USD

 Total Costs (USD)

 Surplus for the year

888,742
382,390

969,953

502,972

768,036

471,306510,464

832,895

Phase One Investment Financials
$ million

OIBM working 
capital

AgDevCo loan

EU grant

  37% INTEREST RATE 
Completley repaid within 
first harvest

  7% INTEREST RATE 
Started repayments early, 
repaid full loan 3 years 
ahead of schedule

   GRANT 
No repayments required

0.70

0.50

3.18

GOAL 2
BUILDING SUCCESSFUL AGRIBUSINESSES

REVENUE, COSTS 
AND SURPLUS
$USD
2013 to 2017

Phata’s yields are best-in-class, even higher  
than Illovo Sugar can obtain on neighbouring fields.

Phata made a profit in its first year of growing sugarcane and every year since, disbursing 
dividends to cooperative members and beginning to pay down its debt immediately.

“PHATA HAS BUILT A BUSINESS THAT 
CAN GO ON FOREVER AND BE TRULY 
SUSTAINABLE. IT’S NOT A PROJECT 
WITH A SHELF-LIFE” 
- Illovo Malawi MD.

Phase One portion of the cooperative  
has no outstanding loans and a cash  
reserve of over $300k.

Phase Two Investment Financials
$ million

AgDevCo  
working capital

AgDevCo loan

EU grant

  10% INTEREST RATE 
50% repaid from 2017 harvest, final 
50% due to be repaid by Dec 2018

  7% INTEREST RATE 
7 year loan term

  GRANT 
No repayments required

Phase Two portion of the cooperative 
has begun repaying its working 
capital loan to AgDevCo.

0.40

1.20

2.31

*  Power shortages in 2016/17 contributed to lower yields. In response the Phata 
board invested in generator capacity using retained profits. See page 14.
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“THE MEMBERS ARE ENCOURAGED 
TO REINVEST THEIR DIVIDENDS IN 
OTHER THINGS, WHICH HAS BEEN A 
WONDERFUL ECONOMIC MULTIPLIER 
IN THE LOCAL AREA – YOU SEE SO 
MANY MORE SMALL BUSINESSES”  
- Illovo Malawi MD.

WELFARE IMPROVEMENTS: STRENGTHENING 
FARMING SKILLS AND DIVERSIFICATION
Phata cooperative offers its members access to training 
and demonstration plots showcasing how new techniques 
can help improve household food security, nutrition and 
income by diversifying farming activities and building climate 
resiliance. Specifically, it has demonstrated:

> Irrigated food crops – 74 hectares

> Fish farming – 1.2 hectares in 10 ponds

> Beekeeping – for honey production and pollination benefits

>  Fruit tree orchards – 2 hectares of mangoes and citrus 
under irrigation

> Vegetables grown under sustainable practices

> Woodlot for fuel and construction – 8 hectares

The produce and products from these demonstration plots are 
also sold to cooperative members at cost, further improving 
food availability and diversity improving nutrition levels.

GOAL 3
CREATING ECONOMIC BENEFITS

SPOTLIGHT: New Business
Lyton, Phata’s fire captain, opened a grocery store with 
50,000 MWK ($70) from his wages. He’s now got 1 million 
MWK ($1,400) of stock at his successful  roadside store. 
This provides his family a second source of income.  
Other new businesses set-up include: bakeries, fabric 
sales, tailoring, bicycle taxi services and transport services.

SPOTLIGHT: Local Business Impact
Peter Chato has a small grocery store in Beleru the closest small commercial centre to Phata, an 8km 
cycle away. We meet him on Phata’s monthly payday when he has cycled to the main office and set up 
a stall outside of the gates selling household products and toiletries. He tells us that he makes about 
45,000 MWK (about $63) a week in his grocery store but expects to make 35,000 MWK (about $49) 
in one day selling to Phata employees – and in the best months after harvest he can make 50,000 to 
100,000 MWK ($70-$140) selling products to Phata employees in one day.

The training given by Phata has helped members 
understand farming as a business and profitability better.

“WE THOUGHT WE WERE MAKING MONEY FROM 
OUR COTTON GROWING BECAUSE WE HAD NO 
GUIDANCE. NOW WE’VE HAD TRAINING FROM PHATA 
ON HOW TO CALCULATE PROFITS AND REALISE 
WE WERE LOSING MONEY” - Phata Executive committee 
member.

Members are utilising improved farming techniques  
trained and demonstrated at Phata on their own land.

“PEOPLE ARE STARTING TO COPY IDEAS AND 
TECHNIQUES FROM PHATA LIKE GROWING FRUIT 
TREES WITH SEEDLINGS AND SWEET POTATOES 
FOR FOOD” - Phata Executive committee member.

The income generated by Phata and disbursed to employees and cooperative 
members has positively affected the wider, local economy in Chikwawa.

Employees and cooperative members have set up new businesses.

Cooperative members have been trained in good agronomic and farming  
as a business skills to improve their productivity on their own land
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IMPORTANCE “This is vital. The farmers had the original 
idea seeing a nearby cooperative succeed.”  
MD, Agricane.

“We had drought year after year and our crops 
failed. So we gathered as a community to 
decide what crops could work. We decided 
on sugarcane and the chiefs recommended 
talking to Agricane who are local experts.”  
Phata Executive board member.

HOW PHATA ENSURED SUCCESS
>  Sufficient diligence on who was 

driving project and checked farmers / 
landowners were truly on board.

>  Ensured local authorities (e.g. chiefs, 
village heads, local government) were 
engaged early and approved.

KEY SUCCESS FACTORS
BUILDING A PROFESSIONAL FARMER COOPERATIVE

1.  Demand-led

IMPORTANCE “A third party expert like Agricane is a key 
success factor. The quality of individuals is 
high, they manage everything well, got the 
debt down quickly – and most importantly 
their ethos is for everyone to benefit; they 
offer genuine shared value to the farmers”  
MD, Illovo Malawi.

“We wouldn’t have known what to do without 
Agricane. They’re experts on growing sugarcane 
and have trained us. They’re hardworking 
people and always trying new solutions 
and also lead funding proposal writing.”  
Phata Executive board member.

HOW PHATA ENSURED SUCCESS
>  Identified experts in crop-type and 

farm project management. 

>  Ensured contract between 
management company and 
farmers was fair to both parties; an 
independent review was undertaken 
in July 2017.

>  Designed relationship to ensure both 
parties shared risk. For example, 
Agricane’s earnings depend on the 
cooperative’s profit and Phata must 
pay its members a minimum rent if 
the cooperative is not profitable to 
safeguard farmer minimum income.

2.  Expert management company

IMPORTANCE “Without an off-take agreement it would 
have been a non-starter. Illovo offered a 
25 year agreement renegotiated every 5 
years so you get comfort around investing.”  
Country Director, AgDevCo Malawi.

“You have to find a stable, reliable market 
for chosen seed or crop before planting.”  
Phata Executive board member.

HOW PHATA ENSURED SUCCESS
>  Off-take agreement was a must and 

covered the full period of debt facility.

>  Also looked for opportunities to benefit 
from Illovo’s scale. For example Phata 
buy inputs and cane haulage services 
at Illovo’s preferential rates.

3.  Reliable market

aaa

aaa

aaa
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IMPORTANCE We know we need to take ownership of the 
site, sugarcanes and equipment to make this 
sustainable and profitable long-term. We’ve 
seen other cooperatives take all their profits as 
dividends and not reinvest but their yields drop.”  
Phata Executive board member.

“Every year we’re saving more money to invest 
in either repaying our debt, investing in the fields 
or building up our reserve. The cooperative has 
a cushion of over $200k in an interest-bearing 
account now.” MD, Agricane.

HOW PHATA ENSURED SUCCESS
>  Didn’t set dividend expectations too 

high and smoothed over the long-term 
e.g. Phata Phase One began keeping 
40% in reserve for future investment and 
paid out 60%, which it has adjusted to 
30%:70% now it has repaid all its debt.

>  Waited until profits were in to pay 
dividends rather than making forecasts.

>  Educated co-op members to show long-
term value of reinvesting.

4.  Reinvest dividend and prudent financial management

IMPORTANCE “You must work together as one group with 
shared interests. Our constitution took two years 
to develop, but we’re very happy with it and 
the whole community was included and knows 
how the constitution is serving everyone’s best 
interest.” Phata Executive board member.

“The members designed the constitution 
themselves and it’s become our bible for running 
Phata.” Phata administration head.

HOW PHATA ENSURED SUCCESS
>  Didn’t rush - Phata took over 2 years to create 

its constitution. 

>  Got formal sign-off at every stage for 
transparency.

>  Offered multiple options for each area and let 
members pick.

>  Returned to stages and re-voted if community 
was concerned about specific issues.

5. Community-created constitution

IMPORTANCE “They’re really useful to help solve conflicts, 
give a balance, independent view and 
guide on technical issues like financing.”  
Phata Executive board member.

“The independent board members really keep 
everything together and meetings on track, 
they’re not in it for personal gain. They’re 
skilled individuals who want to give back to the 
community.” MD, Agricane.

HOW PHATA ENSURED SUCCESS
>  Ensured independence by recruiting outside 

local area.

>  Was transparent on recruitment e.g. 
managements identified 10 candidates and 
allowed co-op members to vote on final 3.

>  Targeted the key technical skills that were 
missing in co-op members e.g. Phata has 
finance and legal experts.

6.  Independent board members

IMPORTANCE “The extension team is critical to ensure the 
wider members understand why decisions are 
being made. Training on financial understanding 
and farming as a business means members 
don’t want to borrow money unnecessarily.”  
MD, Agricane.

“Literacy levels aren’t great which means 
it can be hard to communicate issues. 
We’re encouraging adult literacy classes.”  
Phata administration head.

HOW PHATA ENSURED SUCCESS
>  Invested in extension team who 

offer both agricultural and general 
business training.

> Repeat trainings regularly. 

>  Offer adult education classes on 
literacy and numeracy for members.

7.  Continuous capacity building

aa

aa

aaa

aa
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LESSONS LEARNED  
CONTINUOUS IMPROVEMENT 

1.  COMMUNICATION IS KEY
Problem
Most problems occur when members are not fully informed 
about decisions or do not understand the rationale behind board 
decisions. Poor literacy levels heighten communication challenges. 
Phata’s baseline survey showed just 55% of cooperative members 
were able to read and write.

Solution
Phata continues to invest in an 
extension team and test the most 
effective ways for them to share 
information with the cooperative 
members. Also offer adult literacy 
classes..

2.  NO MINIMUM LAND SIZE TO JOIN
Problem
In Phase One the rules stipulated that farmers 
had to have 1 hectare to join the cooperative. This 
meant farmers with less land clubbed together with 
friends or family to register and nominated one lead 
cooperative member. However, the representative 
often doesn’t share the dividends fairly.

Solution
In Phase Two farmers could join with 
any size hectrage and members are 
much happier about this system. 
Especially women who are now more 
likely to represent their own land.

3.  ALLOW FARMERS TO MEASURE THEIR OWN LAND
Problem
In Phase One the GPS measurements were copied by hand on to 
paper leading to concerns about fairness and accuracy. Members’ 
share of dividends are calculated using the amount of land they 
contributed to the cooperative, so accurate measuring is critical.

Solution
In Phase Two farmers were asked to 
use GPS devices to measure their own 
plot of land and automatically upload 
digitally. The cooperative members much 
preferred this approach and trusted its 
results more.

4.  PREPARE AN ELECTRICITY CONTINGENCY PLAN 
Problem
Using water to irrigate is critical to achieving 
good yields, especially at times where there 
is no natural rainfall or at critical sugarcane 
growth periods, like in August when rapid stalk 
elongation occurs. However, irrigation needs 
electricity to power it and Malawi’s ESCOM 
provider suffers frequent outages. In 2017 these 
outages caused a drop in Phata’s yields.

Solution
In 2017 the Phata board made the 
decision to invest in four generators to 
ensure the pivot irrigation can function 
when the electricity supply is out. 
However, using generators is four times 
more expensive than grid electricity, so 
Phata management carefully manages 
when to run the generators.

5. SUPPORT INDIGENOUS TREES
Problem
Some trees had to be removed to install the irrigation and were 
replaced with seedling woodlots. These contain a mix of trees that 
the community can sustainably harvest when mature. However 
the community complained that key tree varieties used in local 
medicines have not always been replaced.

Solution
Management is currently consulting 
the community to understand which 
indigenous trees are most important 
from a local medicine perspective and 
ensuring these are prominent in future 
tree planting on site.

6.  ENSURE AGDEVCO COVERS ITS COSTS
Problem
In Phase One the cooperative repaid its loan ahead of schedule. This 
means that while AgDevCo recovered the money lent, AgDevCo 
did not recoup all of its team’s time and expenses associated with 
performing due diligence on Phata and acting as a board observer.

Solution
In Phase Two AgDevCo offered the 
working capital component of the 
loan at commercial rates while the 
term loan (development) was at a 
concessional rate. AgDevCo also 
added early repayment clauses to the 
loan agreement.

Jan Feb Mar Apr May June July Aug Sept Oct

Outage per month %

23.92 22.17
27.28

9.31
2.28 6.39 10.08

22.45
27.78

49.19

Average Landholding Size
Hectare

Phase One

1

Phase Two

0.6

A Successful Cooperative Model  
Case Study of Agdevco’s Investments In Phata In Malawi
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PHATA’S FUTURE
Unpredictable weather and frequent droughts are expected to continue in future years. However, AgDevCo’s 
investment in Phata Phase One and Two means the farmers who pooled their land into Phata scheme now benefit 
from reliable irrigation. This allows them to earn money from their land whatever the weather. 

PHASE ONE
The 436 members of the cooperative from Phase One have completely repaid all debts and this portion of the cooperative has a cash 
reserve of over $200k. The cooperative has been profitable every year and this is expected to continue, keeping dividends attractive. 
The cooperative members’ take-home dividend is now 70% of the cooperative’s profit and 30% is reserved for future investment in the 
business. This means they are looking forward to continuing to receive annual dividends that greatly exceed the money they used to 
make on their land.   

PHASE TWO
The Phase Two land is already profitable so the 667 members of the cooperative from Phase Two have begun repaying their loan to 
AgDevCo ahead of schedule. Cooperative members will take home 60% of profits each year reserving the remaining profits to repay the 
loan and build up a cash reserve. Once the AgDevCo loan is repaid they can expect their dividend to increase to 70% of profits in line 
with Phase One members.

DEMAND FOR FURTHER EXPANSION
There is lots of demand from the community for the Phata cooperative to expand into more land adjacent to the current site. 

From an agricultural perspective this land is highly suitable for growing sugarcane and can be connected to the current irrigation canal.

AGDEVCO AND PHATA’S FUTURE
This case study highlights the way AgDevCo helped to build a successful agribusiness, enriched lives and created economic benefits 
for the community at Phata. 

AgDevCo will continue to support Phata to develop its future maintaining its board observer position and supporting initiatives like 
the women’s action group throughout the lifetime of the Phase Two loan. It is also keen to explore the potential for a third phase of 
development if the community continues to demand it, if Illovo can commit to buying additional volumes and if the financial forecasts 
look healthy. 

AgDevCo has also incorporated the lessons learnt and replicates Phata’s successful model in its other investments in other countries. 
Overall, AgDevCo continues to substantially grow its investment portfolio and deliver its mission of building successful African 
agribusinesses through long-term investment and support to deliver positive impact at scale.

“IN TERMS OF PHYSICAL AVAILABILITY OF SUITABLE LAND, THERE’S NO LIMITATIONS AND THE COMMUNITIES HAVE 
EXPRESSED THEIR INTEREST.” - MD, Agricane.

“WE WANT OUR NEIGHBOURS TO HAVE WHAT 
WE DO; YOU FEEL BAD SEEING THEM STRUGGLE 
FOR FOOD. WE REMEMBER WHAT IT WAS LIKE.”
- Phata cooperative member.

“OUR NEIGHBOURING COMMUNITIES REALLY WANT TO DO A 
THIRD PHASE OF PHATA ON THEIR LAND THAT RUNS BY THE FAR 
PIVOTS. AT THE MOMENT IT’S NOT PROPERLY USED, IT’S MAINLY 
FOR GRAZING CATTLE WITH A FEW RICE BEDS.”
- Phata Executive committee member.
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AGDEVCO UK (HQ)

Peer House
8-14 Verulam Street
London
WC1X 8LZ
United Kingdom

T  + 44 (0) 20 7539 2650
E   dbronstein@agdevco.com 

(Davina Bronstein)

AGDEVCO GHANA  
& SIERRA LEONE

Accra 
235A Soula Loop, Labone
PO Box CT 8889 Cantonments
Accra, Ghana

T +233 (0) 302 968980

AGDEVCO MALAWI

PO Box 31590
Capital City,  
Lilongwe Malawi

T +265 1 794 857

AGDEVCO MOZAMBIQUE

Maputo
T +258 213 055 57
E mozinfo@agdevco.com

Chimoio 
T  +258 251 229 53 
E  mozinfo@agdevco.com

AGDEVCO TANZANIA

1481 Rufiji Street
Masaki, Dar es Salaam
PO Box 105350
Tanzania

T  +255 22 2600759

AGDEVCO UGANDA  
& RWANDA

Plot 7, Bandali Rise Bugolobi
PO Box 40194,  
Redstone House,  
Kampala, Uganda

T  +256 (0)200 923 864
E  info.uganda@agdevco.com

AGDEVCO ZAMBIA

5th floor, Mpile Office Park
74 Independence Avenue
Lusaka, Zambia

T  +260 211 255 963

TO LEARN MORE ABOUT AGDEVCO’S WORK AND APPROACH

WWW.AGDEVCO.COM Figures used in this document are the latest published figures as at March 2018 "


