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APPENDIX 1 

Malawi’s Farm Input Subsidy Programme

In order to address low soil fertility, Malawi’s most binding constraint to agricultural production, in 1998/1999 the Government of Malawi introduced the Starter Pack Scheme (SPS). The aim was to enhance fertilizer access in order to boost crop production, thereby contributing to the government’s stated goal of achieving household food self-sufficiency. Though broad in coverage (2.8 million smallholder farmers received subsidized fertilizers and seeds), the SPS was a relatively modest programme; the package included just enough hybrid seed and fertilizer to plant on about 0.1 ha of maize. Nevertheless, due to the high budgetary burden of the programme, the number of beneficiaries was reduced to 1.5 million in 2001, and reduced further to 1 million farmers in 2001/2002 (Blackie 2006). Then, during the 2002/003 and 2003/2004 growing seasons, the programme was enlarged to achieve almost universal coverage, and renamed the Extended Targeted Inputs Programme (Levy 2005). Due to the perceived success of the maize programme, in 2008/2009 the government added input subsidies for cash crops, including tobacco (Dorward & Chirwa 2011).

In 2008/2009, each subsidy coupon distributed as part of the new Farm Inputs Subsidy Programme (FISP) entitled a household to 50 kg of maize fertilizer (basal and top-dressing) at 8% of its market price and, at no cost, either 2 kg of hybrid or 4 kg of open-pollinated maize seed. Therefore, in principle, targeted households were entitled to receive three coupons for maize inputs (two for fertilizer and one for maize seed). In addition, some households received two coupons for tobacco fertilizer. Each tobacco coupon entitled the holder to 50 kg of tobacco fertilizer (basal and top dressing). In the 2008/2009 season as a whole, the Malawi Government imported 150 000 metric tonnes of maize fertilizer and 20 000 tonnes of tobacco fertilizer for distribution to smallholder farmers under the programme. Tobacco subsidies were subsequently dropped, in part due to dramatic price declines for tobacco and the high cost of the programme. It is estimated that in 2008/2009, the cost of the entire FISP was MK 31 billion or US$ 221 million (at the prevailing exchange rate of MK 140 = US$ 1). Of this amount, 95% was financed directly through the government budget. Malawi’s development partners financed the remainder. 

The high cost of the programme has raised concerns regarding its cost-effectiveness and financial sustainability. Early research suggested the FISP enhanced agricultural production, household food security, input use and rural incomes. For example, an evaluation of the 2005/2006 and 2006/2007 FISP found that maize production, augmented by favourable weather, rose by as much as 30% compared with the pre-programme period (Doward et al. 2008). The same study found that household food security improved, with fewer households reporting shocks from high food prices in the three-year period leading up to the research. From the perspective of forest impacts, only limited evidence is available. Fisher and Shively (2007) found that households that received free inputs for maize during the 1999/2000 SPS had lower levels of forest resource extraction than those that did not receive free inputs. They concluded that the SPS had a modest positive effect on forests. Similar studies in Zambia showed that fertilizer and seed subsidies for maize reduced forest clearing for extensive agricultural production (Holden 1997; Holden et al. 1998; Holden 2001).
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