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ABSTRACT

This paper reviews the link between agricultural growth and poverty reduction in Malawi. The
contribution of the agriculture sector in Malawi has been fairly stable over time, accounting for
more than one-third of gross domestic product. However, the performance has been mixed in terms
of growth rates, with more growth witnessed in the 1960s and 1970s and erratic growth rates in
subsequent periods. The analysis also shows no significant link between the growth in the agricultural
sector and indicators of poverty such as malnutrition rates and poverty head count ratio. The
disappointing performance of the agriculture sector can be attributed to many factors including
declining farm productivity, rain-fed nature of cultivation and associated exogenous shocks, thin
agricultural markets, policy reversals and associated uncertainties, and declining public investments
in the agricultural sector. In order to revive the agricultural sector, the study recommends policies
towards greater commercialization, revitalization of extension services and increased investments
in marketing systems, rural infrastructure and irrigation development.
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AGRICULTURAL GROWTH AND POVERTY REDUCTION IN MALAWI:
PAST PERFORMANCE AND RECENT TRENDS

INTRODUCTION

The agricultural sector continues to be the most important sector in the Malawian economy. It
accounts for 39% of gross domestic product (GDP), 85% of the labor force and generates about
83% of foreign exchange earnings. National surveys estimate that crop production accounts for
74% of all rural incomes. The agricultural sector has two main sub-sectors - the smallholder sub-
sector that contributes more than 70% and the estate sub-sector that contributes less than 30% to
gross domestic product - originating from the agricultural sector. The smallholder agricultural sector
in Malawi cultivates mainly maize, the main staple grain, to meet subsistence requirements. The
landholding sizes among smallholder farmers are generally small. It is noted that owing to population
pressure, resulting in the fragmentation of land, the national mean landholding size has fallen from
1.53 hectares per household in 1968 to 0.80 hectares per household in 2000 (GoM 2001). The
principal crops grown in Malawi are maize, tea, sugarcane, groundnuts, cotton, wheat, coffee, rice
and pulses. The major exports include tobacco, tea and sugar. Except for tobacco, tea and sugar
are mainly grown on commercial estates by multinational companies, with the smallholder sector
producing less that 15% of total tea and sugar production.

The performance of the economy has been highly driven by the agricultural sector. Since
independence in 1964, substantial resources have been devoted to the agricultural sector for the
development of estate and smallholder agriculture. These investments in the agricultural sector
have included the establishment of state-owned enterprises directly engaged in agricultural
production and marketing of smallholder agricultural produce, state provision of extension services,
and provision of subsidized credit and inputs. The agricultural sector-led development strategy
paid dividends in the early years of independence and Malawi was self-sufficient in food production
particularly in the 1970s. The economy grew at an average rate of 6% per annum. Malawi was,
however, in an economic crisis between 1979 and 1981. The crisis was triggered by a combination
of factors including the oil-shock of 1979, the international transport bottleneck due to the
intensification of the Mozambican War and other structural rigidities of the economy. The real
growth rate of GDP fell from 8.3% in 1978 to 3.9% in 1979 and for the first time, negative
growth rates of -1.1% in 1980 and -4.7% in 1981 were registered. The burst between 1979 and
1980 drove Malawi into the adoption of World Bank structural adjustment programmes and IMF
stabilization measures (Harrigan 1991).

Since 1982, the Government of Malawi has introduced several policies in a phased and sometimes
indecisive manner, some of which were directly targeted at reforming the agricultural sector. However,
the growth of the agricultural sector and the economy has been erratic and poverty remains high.
Recent estimates of poverty show that about 52.4% of the population lives below the poverty line
(MK44 per person per day) with 22.4% barely surviving (NSO 2005). Most of the socioeconomic
indicators illustrate the depth and intractability of poverty. For example, the levels of malnutrition
remain high, with 43.2% of children under-five being stunted and 22% being underweight in 2004
(NSO 2005). The infant mortality rate and morbidity rate remain high. According to NSO and ORC
Macro (2001), the infant mortality rate declined from 153 deaths per 1,000 live births in 1987 to
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104 deaths per 1,000 live births in 2004/2005. The maternal mortality rate has increased from 250
deaths per 100,000 births in 1987 to 984 deaths per 100,000 births in 2004 (NSO 2006). There is
also a high prevalence of HIV and AIDS, estimated at 14%.

The main objective of this paper is to analyze the trends in agricultural growth and food security
and to establish the linkages between agricultural growth, investment and poverty reduction. The
paper aims to achieve this objective in four ways. First, it establishes baseline statistics for
monitoring agricultural growth and poverty levels and gives a consistent picture on how well
Malawi is performing in meeting the MDG target of halving poverty by 2015. Second, it assesses
and diagnoses trends in agricultural growth and poverty alleviation in order to understand why
agricultural growth (or decline) is occurring in Malawi. Third, it tracks commitment to increased
public spending by the Malawi Government and determines whether the levels of current funding
in the agricultural sector meet the AU/NEPAD and MDG targets. Finally, the paper examines
the sources of growth and whether the growth occurring is pro-poor. The rest of the paper is
organized as follows. The next section, Agricultural Development Policies in Malawi: Historical
Overview, provides a review of agricultural sector policies in Malawi, providing the context in
which agricultural growth has occurred. Section 3, Agricultural Performance and Trends in
Poverty, analyzes the changing role and the performance of the agricultural sector using various
performance measures. Section 4, Explaining Agricultural Performance in Malawi, analyzes the
sources of agricultural growth and assesses the link between agricultural growth and poverty in
Malawi. Section 5, Conclusions, reports the results and discusses the factors that have affected
agricultural growth in Malawi.

AGRICULTURAL DEVELOPMENT POLICIES IN MALAWI:
HISTORICAL OVERVIEW

With more than 80% of the population in Malawi being rural and agricultural activities forming
the bulk of the livelihood strategies of households, agricultural development policies have dominated
the policy arena since independence in 1964. The potential for agricultural development to increase
welfare in low-income countries, like Malawi, derives from the fact that large proportions of the
population engage in farming for subsistence needs and to generate cash incomes (Mellor 1966).
Therefore, it is not surprising that economic policies in Malawi have been dominated by agricultural
policy. Agricultural development in Malawi has been based on a dual strategy. First, the promotion
of estate agriculture on leasehold land from unused customary land has expanded rapidly since
independence. Lele (1989) argues that the rapid expansion of estate agriculture, particularly for
the production of tobacco, has resulted in a more unequal distribution of land in rural Malawi.
Most estates grow high value cash crops, and it is not surprising that estate-led agricultural
development was the main economic strategy in Malawi. Second, the promotion of smallholder
agriculture on customary land, on which rights to cultivate and transfer land are conferred by
traditional chiefs. In 1997/1998 it was estimated that one-third of smallholder households were
cultivating between 0.5 and 1 hectares of land (GOM 2001). The economic and agricultural policy
regimes in Malawi can be divided into three phases as represented in Table 1: pre-reform, reform
and post-reform periods.
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Table 1. Major economic policy actions under different policy regimes, 1964–2007.

Period Period Domestic Policy Actions International Trade Policy Actions

• Active government involvement in economic • Malawi–Botswana reciprocal trade
activities (Malawi Development Corporation agreement in 1968.

Pre- (MDC) and ADMARC investments). • Overvalued exchange rate system -
Reform 1964–1980 • Provision of extension services and active fixed peg.
Period research in agricultural technologies, maize • Limited tariff protection.

seeds and other crops. • Non-tariff barriers to trade such as
• Macroeconomic stability - low and stable import licensing and implicit foreign

inflation, low and stable interest rates. exchange rationing.
• Preferential lending to agricultural sector.

• Periodic increases in interest rates and • Periodic devaluation of the Malawi
1981–1986 agricultural prices. Kwacha.

• Restructuring of state-owned enterprises. • Increases in trade taxes and foreign
• Liberalization of industrial output prices. exchange rationing.

• Liberalization of the financial sector and • Periodic devaluation of the Malawi
interest rates between 1987 and 1989. Kwacha and eventual floatation in

• Removal of preferential lending to February 1994.
agricultural sector in 1990. • Elimination of quantitative trade

Reform 1987–1994 • Liberalization of agricultural marketing restrictions and foreign exchange
Period services (output in 1987 and inputs in 1990). rationing.

• Liberalization of the prices of some • Introduction of duty drawback
agricultural produce in 1988. system in 1988.

• Removal of fertilizer subsidies by 1991. • Introduction of surtax credit scheme
• Privatization of state-owned enterprises. in 1989.
• Liberalization of entry into manufacturing • Bilateral trade agreement with

in 1991. South Africa in 1991.
• Reductions in tariffs leading to a

maximum of 75% in 1994.

• Removal of restrictions that prevented • Introduction of EPZ incentives in
smallholder farmers from producing and 1995.
marketing high value crops in 1995. • Export levy on tobacco and sugar

• Reduction in base surtax to 20% in 1996. in 1995 and eventual removal
Post- • Liberalization of prices for all crops except in 1999.
Reform 1995–2007 maize and introduction of a maize price • Bilateral trade agreement with
Period band in 1996. Zimbabwe in 1995.

• Privatization of state-owned enterprises • Removal of import and export
since 1996. licensing in 1997.

• Elimination of the maize price band • Elimination of import duty on raw
in 2000. materials for manufacturing in 1997.

• Agricultural input support programs for • Devaluation of the Malawi Kwacha
smallholder farmers. in 1998.

• Reduction of maximum tariff to 40%
in 1996; to 35% in 1997; and to 25%
in 1999.

• COMESA Free Trade Area by 2000.

Source: Chirwa and Zakeyo (2003)
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The Pre-Reform Period (1964–1980)

This phase spans the first 15 years after independence and was characterized by active government
involvement in the economy and agricultural sector. The main objective of policies during this period
was to diversify the economy away from the agricultural sector through increased import-substitution
and industrialization, thereby generating sustainable employment opportunities (GOM 1971).
Agricultural development policies in this phase were guided by three development strategies: the
First Development Plans (1961–1964), the Second Development Plans (1965–1969) and the first
Statement of Development Policies (1971–1979). At independence it was recognized that the economy
had an abundant labor force and fertile agricultural soils. It became apparent that the nature of the
natural resource was the basis for economic policy. As is stipulated in the first statement of
development policies:

The choice of strategy which gives top priority to raising agricultural activity is
dictated not only by the present pattern of economic activities among the
population but also by the nature and distribution of Malawi’s economic resources
(GOM 1971: 1).

The government identified capital and skilled labor as factors of production in scarce supply.
Land and unskilled labor were factors of production in which Malawi was endowed. The
policymakers capitalized on these two factor endowments by emphasizing on agricultural
innovation and the export of unskilled labor to mineral-rich countries such as Zambia, South
Africa and Zimbabwe. Agriculture was the mainstay of the economy and about 60% of gross
domestic product in 1964 originated from the agriculture sector. At the time of independence in
1964, the non-agricultural sector of the economy was almost entirely controlled by foreign firms
or individuals with the manufacturing and transport sectors dominated by the Europeans (British)
and commerce dominated by Asians. The dominance of the colonial masters in farm and non-
farm activities was reduced by emphasizing on the role of the peasants in agricultural production
as a vehicle for the development of the domestic bourgeoisie. This was achieved by purchasing a
number of private estates in the central region for resettlement by Malawians in the first six years
of independence (GOM 1971). The priority accorded to agriculture reflected the large role played
by the sector in creating employment and income for about 85% of the population, but it also
made maximum use of the abundant labor resource.

Direct government involvement in economic activities also manifested through investments in state-
owned enterprises and state-holding corporations that in turn invested in various sectors of the
economy including agriculture, manufacturing and financial sectors. The Agricultural Development
and Marketing Corporation (ADMARC), a state marketing agency, played a major role in the
agricultural development strategy as a monopsony buyer of smallholder produce and a supplier
of agricultural inputs, besides investments in estate agriculture and other commercial investments.
The government’s strategy in the smallholder agricultural sector aimed at increasing output and
productivity to meet the food security needs and the cash requirements of the population. As such
the smallholder agricultural development strategy focused mainly on increasing the productivity
of maize. Several policies were implemented to support the strategy including the promotion of
technology adoption among smallholder farmers particularly hybrid maize and application of
fertilizers supported by a government administered credit scheme, provision of extension services
through a network of extension offices across the country, subsidies on inputs and a system of
guaranteed pan-territorial and pan-seasonal prices for agricultural produce through ADMARC.
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However, Kydd and Christiansen (1982) argue that government policy facilitated the rapid expansion
of estate agriculture at the expense of smallholder agriculture through easy acquisition of customary
land;1 implicit taxation of smallholder agriculture through the smallholder produce pricing policy
implemented by the state marketing agency whose proceeds were used to develop estates by the
state marketing agency; and control of the commercial banks by the state marketing agency,
ADMARC. As a result there was remarkable growth in estate agriculture particularly in burley
tobacco production, with the ratio of the value of estate production to the value of officially marketed
smallholder production increasing from 0.79 in 1964 to 1.93 in 1979 based on three-year moving
averages (Kydd and Christiansen 1982). Most of this estate-led agricultural development has not
benefited the majority of the smallholder population, whose return to labor was significantly squeezed
by the produce pricing policy.

The Reform Period (1981–1994)

The country experienced an economic crisis in 1979 and 1980 that led the government to adopt
structural adjustment programmes under the auspices of the International Monetary Fund (IMF)
and the World Bank in 1981. The diagnostic analysis for the first structural adjustment loan revealed
several structural weaknesses in the economy including slow growth of smallholder exports, narrow
export base and increasing reliance on tobacco exports, deteriorating financial position of state
enterprises including ADMARC and inflexibility in prices and wages due to government control
(Harrigan 1991). A series of structural adjustment and sectoral loans and standby facilities have
been obtained by the government to support structural adjustment reforms. Several of these reforms
were targeted at the agricultural sector and aimed at improving the performance of the smallholder
agricultural sector. Some of the objectives of structural adjustment policies in agriculture included
diversification of the export base, ensuring appropriate price and incomes policy to offer adequate
incentives to smallholder farmers, expanding the role of the private sector in the marketing of
agricultural produce, and increasing the efficiency and incomes of smallholder farmers.

These developments led to the formulation of the second Statement of Development Policies (1987-
1996), whose focus articulated the various reforms embodied in structural adjustment programmes
(GOM 1987). The adoption of structural adjustment programs in 1981 initiated reforms in agricultural
production, marketing and produce pricing policy. Within the economic reform programme the
government liberalized agricultural produce pricing and marketing in various major ways.

• There were periodic adjustments to the pan-territorial and pan-seasonal prices for agricultural
products that were introduced between 1982 and 1986, particularly for maize. In 1982,
the government adopted the parity pricing approach and the producer price of maize was
consequently increased by 68%. The pricing approach led to annual adjustments in the price
of maize in the 1980s. As Harrigan (1988) notes, considerable price increases for a majority
of smallholder export crops were announced in 1983/4 and 1984/5 growing seasons such
that by 1985/6 prices were close to parity levels. By 1988, the prices of most crops were
liberalized with the state marketing agency acting as a buyer of last resort at minimum
guaranteed pan-territorial and pan-seasonal prices. Private traders were, therefore, free to

1 Most estate owners informally bought customary land from chiefs and converted it into leasehold estate land. This was particularly the
case in the central region, although the practice also existed in the southern and northern regions of Malawi. This, combined with the
growing population pressure, has resulted in unequal distribution of land and chiefs no longer have customary land at their disposal for
distribution to new families.
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determine their own prices for the purchase of crops from smallholder farmers, and by 1995
prices of all other crops, except for maize, were fully liberalized and ADMARC was given
flexibility in determining the prices of other crops (Chirwa 1998).

• The government introduced a price band for maize which ADMARC was expected to defend.
ADMARC was free to determine the producer price of maize within a fixed band while
the consumer price of maize remained pan-territorial and pan-seasonal. However, due to
increased marketing of maize by private traders, it had become rather difficult for ADMARC
to defend the price band, and, consequently, the policy was abandoned in 2000 and the
price of maize significantly increased (Chirwa and Zakeyo 2006). However, the government
has always intervened in the pricing of maize by setting the price for the sale of maize
particularly during the lean season and during times of food crises.

• There was a reduction in the scope of export licensing except for maize and cassava in
1989/90 and subsequent removal of import and export licensing requirements on all crops.
However, the government has continued to impose export bans on maize periodically,
particularly during periods of food shortages. This has sent mixed signals to the private
sector and has led to the unpredictability of government policy.

• The government abolished the monopsony power of ADMARC and liberalized the marketing
of smallholder agricultural produce.2 The marketing of smallholder agricultural crops was
deregulated in 1987 through the Agriculture (General Purpose) Act of 1987 which eliminated
ADMARC’s monopsony power in produce marketing in the domestic market. The Act
required private traders to obtain licenses to engage in the marketing of crops. Nonetheless,
the requirement for obtaining a license to participate in the trading of smallholder crops
was relaxed over time and private traders were increasingly trading without licenses
unofficially. In 1996, licensing was no longer required for marketing of smallholder
agricultural crops. The competition from private traders and the increasing financial
constraints experienced by ADMARC has resulted in the diminishing role of the state in
maize marketing during the food crisis.3 FSG (1991) observe that ADMARC’s purchases
as a proportion of production stabilized at 15% of production in the early 1990s, levels
which were broadly in line with those prevailing in the early 1980s (see also Harrigan 2003).
However, this role diminished to zero in the past five years. Actually, ADMARC did not
purchase any maize in the years 2000 and 2001 (Mvula et al. 2003). Although the gains
and losses are not clear cut, the losers from these reforms have been net food buyers and
the poor that are buying maize at high and volatile prices while net sellers of maize have
benefited from high prices and private traders have achieved higher profit margins due to
the weakening position of state marketing activities.

• Other policies that had direct and indirect effects on agricultural development included the
phased removal of fertilizer subsidies in 1984; deregulation of fertilizer marketing in 1990;
liberalization of burley tobacco production by smallholder farmers in 1990; liberalization

2 Others have argued that the liberalization of agricultural marketing was hastened by the growing inefficiency of ADMARC and its
broadened mandate that extended to investments in profitable enterprises, exacerbated by the inadequate funding to government
state-owned enterprises.
3 The weak financial base of ADMARC has been attributed to cross-subsidization of its non-performing investment portfolio, inability
for the government to subsidize loss making parastatals and inefficient management.
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of financial markets; liberalization of international trade; and devaluation of currency and
eventual floatation in 1994 (Chirwa and Zakeyo 2006). The liberalization of burley tobacco
has led to an increase in the number of smallholder farmers growing burley tobacco and
smallholder farmers have rapidly become the main producers of burley tobacco accounting
for about 70% of national production (World Bank 2003).4

The expectation from the market reforms was that private traders would take up the role of state
marketing agencies even in remote areas. However, the empirical results on the effect of food
marketing liberalization are mixed. Jayne et al. (2002) argue that these mixed results have been
due to the variations in the implementation of reforms, with reforms largely remaining
unimplemented particularly in sensitive products such as maize. In Tanzania, one of the countries
that have been decisive in food marketing liberalization, Baulch (2001) notes that increased
competition in the marketing of food produce led to declining profit margins among private traders.
Fairhead and Leach (2005) note that marketing liberalization ignored the way that markets are
controlled, and socially and politically embedded. Studies in Malawi have cast doubt on the
capacity of private traders to reach the very remote areas that are deemed unprofitable by a state
marketing agency. In earlier studies on the performance of private traders in Malawi,
Mkwezalamba (1989) and Kaluwa (1992) reveal that most private traders are small-scale
entrepreneurs with rural-based enterprises and usually face such constraints as transport facilities,
storage facilities, processing facilities, financing and credit facilities. Fafchamps and
Gabre-Madhin (2001), using case studies from Benin and Malawi, also find evidence that the
efficiency of private traders is constrained by the high transaction costs in the form of search
and transport costs. Other studies have shown that while private traders have expanded their
activities in agricultural produce since 1987, they are heavily concentrated in the southern region
and, to some extent, in the central region while the northern region is generally un-served due to
the problem of inaccessibility (Mthindi et al. 1999).

Although ADMARC market power has been weakened over the years, there may still be concerns
about the effect of its continued involvement in the marketing of food crops. For example, Abbott
and Poulin (1996) argue that the continued existence of ADMARC as a state marketing agency
is hindering the development of the private marketing system. Nonetheless, others identify
ADMARC as a very important institution during crisis situations and that the closure of
ADMARC markets has the potential to affect the livelihood systems of the poor (Khaila et al.
1999). Dorward et al. (2004) note that those that argue for complete withdrawal of the state,
fear the policy reversals and price controls and the competitive advantages of the state marketing
agencies that depress returns and increase risks to private sector investments. There has been no
evidence in Malawi, however, to suggest that ADMARC with its financial constraints is an
impediment to private sector trade.5 Mvula et al. (2003) and Nthara (2002) find that ADMARC
plays an important role in crop marketing where it has resources, particularly in the sale of maize
to maize deficit households.

4 Prior to liberalization, burley tobacco was only grown on estates and exported directly by estate owners.
5 In other countries, where state marketing agencies continue to play a role in the post-liberalization era, such as Kenya, the evidence
suggests that private traders do not perceive state marketing agencies as stifling private trade (Karugia et al. 2004).
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The Post-Reform Period (1995–2007)

The period from 1995 is regarded as the period after major structural reforms under the structural
adjustment period were completed in most sectors of the economy. Nonetheless, there have been
several policy changes during this period with some of the abandoned policies in the previous phase
being re-introduced particularly in the agricultural sector. The post-reform phase has also witnessed
the highest number of policy documents that have been produced by the government to guide the
development path of the economy.

• In 1995, the government published the Policy Framework for the Poverty Alleviation
Programme (PAP) which identified the poverty groups and outlined the broad policies for
fighting poverty in Malawi.

• In 1998, the government engaged in a consultative process which resulted in the publication
of the Malawi Vision 2020 document which captured the long-term aspirations of
Malawians. With respect to agriculture, the main objectives in Vision 2020 were to increase
food crop production particularly maize, promoting livestock development, reducing post-
harvest losses in food crops and improving efficiency of markets (NEC 2000).

• In 2002, the government published the Malawi Poverty Reduction Strategy (MPRS) whose
strategies were expected to be implemented over three years. The agricultural sector is
identified as the main sector for achieving pro-poor growth. The main agricultural objective
in the MPRS is to increase agricultural incomes through access to inputs; technology and
extension services; access to domestic and international markets; promotion of irrigation;
promoting crop diversification; and livestock development.

• In 2003, the government started developing another strategy which culminated into the
Malawi Economic Growth Strategy (MEGS) published in 2004. In the latter half of 2004,
the MEGS was receiving more public attention than the MPRS, a development that created
uncertainty about the development strategy the country is pursuing. While the MPRS focuses
on both economic and social sectors, the MEGS only focuses on the economic sectors and
private sector driven growth with very little articulation of distribution.

• By mid-2005 the government started the process of developing another strategy intended
to address issues raised in both the MPRS and MEGS so as to come up with a coherent
development strategy. This led to the publication of the Malawi Growth and Development
Strategy (MGDS) in 2006. The emphasis on agriculture is to increase the contribution of
the agricultural sector to economic growth through production of food crops and value
addition for domestic and export markets. The focus of the agricultural sector is increasing
productivity, value addition, market facilitation and irrigation development (GOM 2006).

The emphasis in these documents has shifted from poverty alleviation to growth with poverty
reduction. In addition, agricultural development has been at the center of recent development
strategies – driven by the belief that pro-poor growth can be achieved by growth in the sectors
where a large proportion of the poor participate. There have been several safety net activities designed
to protect the poor from the perils of market reforms, particularly smallholder agriculture input
support programs. The government with the support of bilateral donors introduced a series of safety
net programmes for resource poor smallholder farmers to minimize the cost of adjustment in the
late 1990s. These agriculture-based safety net programmes include a ‘starter pack’ program which
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provided free inputs to resource poor farmers from 1998/1999–1999/2000; the Agricultural
Productivity Improvement Programme (APIP) which provides inputs on credit to resource poor
farmers in 1998; and the Targeted Input Programme in 2000 which provides free inputs to resource
poor farmers including cereal seeds, legume seeds and fertilizer. In the 2001/2002 season, the number
of beneficiaries of the APIP was reduced to 41,800 from 160,000 in the 2000/2001 season due to
the high default rate among smallholder farmers (NEC 2002). In the targeted input program,
community-based targeting was used through village task forces using administrative criteria –
widows/widowers with no source of income, the aged without any support and families keeping
orphans without support. Chinsinga (2005) finds that this sort of targeting failed to reach intended
beneficiaries efficiently due to the spirit of egalitarianism given the high levels of poverty and limited
quantities of inputs allocated to each area.

In 1996, under the Malawi Social Action Fund (MASAF) project the government started
implementing the public works programme (cash-for-work) in areas that were food insecure
throughout the country as a safety net. More recently, since the 2005/2006 agricultural season,
the government has been implementing a nationwide Agricultural Input Subsidy Programme
targeting 2.8 million smallholder farmers. Under this programme, the government is providing
more than 67% subsidy on the purchase of fertilizers and seeds for smallholder farmers with
subsidy coupons (ICL et al. 2007). The initial evaluations reveal that the policy has contributed
significantly to the increase in maize production, reducing the need for expensive maize imports.
In the 2005/2006 season, the private sector was largely excluded from the subsidy program and
this negatively affected the sales volume of the private sector especially small-scale agro-dealers.
However, the inclusion of the private sector in the 2006/2007 subsidy program has increased
private sector sales of fertilizers although they still remain below the levels between 2000 and
2005 (ICL et al. 2007).

AGRICULTURAL PERFORMANCE AND TRENDS IN POVERTY

The Structure of the Agricultural Sector

The agricultural-led development strategy has resulted in a dual agricultural system comprising estate
(large-scale) production mainly for cash (export) crops and smallholder agricultural production
mainly to support the food security needs of the population. This has emerged from the pursuance
of four agricultural development objectives: to raise agricultural productivity and accelerate growth
and export performance; to diversify the export base from the dominance of tea exports; indigenize
estate (large-scale) agriculture; and to encourage production by smallholder farmers (Kaluwa et al.
1992). It has been noted that there was remarkable growth in estate agriculture particularly in burley
tobacco production, with the ratio of the value of estate production to the value of officially marketed
smallholder production increasing from 0.79 in 1964 to 1.93 in 1979 based on three-year moving
averages (Kydd and Christiansen 1982).

Smallholder agriculture remains an important source of livelihoods for a majority of the rural
population and approximately 84% of agriculture value-added comes from 1.8 to 2 million
smallholder farmers who, on average, cultivate on less than 1 hectare of land (World Bank 2003).
Others such as Alwang and Siegel (1999) estimate that 70% of Malawian smallholder farmers
cultivate 1.0 hectare with the median area cultivated being 0.6 hectares, and devote 70% of the
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land to maize, the main staple food.6 Maize is the dominant crop, grown mainly to meet subsistence
food needs, among smallholder farmers. Other studies have estimated that about 15% of the total
maize production is marketed by smallholder farmers (Jayne et al. 2006). Other crops cultivated
by smallholder farmers include cotton, groundnuts, beans, sorghum, burley tobacco, paprika, rice
and cassava. World Bank (2003) notes that food crops account for 70% of agricultural value added.
Figure 1 shows the dominance of smallholder output in total agricultural output between 1973 and
2005. The dual agricultural strategy of the 1960s and 1970s, which emphasized more on estate
agriculture, led to increases in the share accounted for estates in 1975 and 1977. The share of estate
agriculture fell in 1978, but there is an increasing trend thereafter until 2005, reaching the level
witnessed in the mid-1970s.

6 Kydd and Christiansen (1982) and Lele (1989) note that per capita maize output from smallholder farmers stagnated and the output of
other crops either declined or showed no trend and small farms were getting smaller.

Source: Computed from the Reserve Bank of Malawi (various) Financial and Economic Review

Figure 1. Malawi: Structure of agricultural output, 1973–2005.

The estate sector on average accounts for about 30% of agricultural GDP and is dominated by
major export crops – tea, sugar, tobacco and coffee. The estate sector generates most of the output
in tea and sugar, with the smallholder sector contributing less than 20% of the output. Until the
early 1990s, the estate sector was also a major producer of tobacco. The liberalization of burley
tobacco production by the smallholder sector in the early 1990s has led to a structural shift in
burley production. There has been a large shift into smallholder burley tobacco production with
smallholder farmers accounting for more than 70% of production (MTPSD 2004). Others have
noted that since the liberalization of burley tobacco growing by smallholder farmers, estate
cultivation has become less profitable (World Bank 2003). Nonetheless, there has been a general
decline in the share of smallholder agricultural output particularly since the late 1980s. This period
also coincided with the period of structural adjustment reforms, revealing poor response of
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smallholder farmers to market-oriented policies. Some of the policies implemented imposed
constraints on smallholder agricultural production, including the removal of fertilizer subsidies,
removal of government administered credit system and the reduction in state marketing activities
(particularly for cotton farmers). In addition, the period has also been characterized by adverse
weather conditions, negatively affecting smallholder production.

The Role of the Agricultural Sector

Table 2 presents the trends in the contribution of the agricultural sector to the Malawian economy.
It is evident that the structure of the economy has remained largely unchanged since the 1970s,
in terms of the contribution of the agricultural sector towards total output, total employment and
total earnings. The average share of the agricultural sector in the 1970s is similar to the share of
agriculture in GDP in the post-reform period, during which agriculture accounts for 39% of
national output. The sectoral shift in national output marginally occurred during the reform period
when the share of agriculture fell to 33% in the early 1990s. Similarly, the agricultural sector
accounts for nearly 40% of total formal sector employment and it remains an important source
of formal employment.

Table 2. Malawi: Share of the agriculture sector, 1970–2005.

Indicator Pre-Reform Reform Period Post-Reform

1970-79 1980-84 1985-89 1990-94 1995-99 2000-05

Share of agricultural GDP 39.63 37.23 35.88 33.36 38.60 38.49
Share of total employment 39.84 48.79 45.88 49.96 69.17 39.50
Share of total earnings 14.57 19.42 17.28 18.51 18.53 -

Source: Computed by author from Reserve Bank of Malawi (various) Financial and Economic Review, GOM (various)
Economic Report

Trends in Agricultural Performance

The performance of the agricultural sector can be measured in various ways including the growth
rate of agricultural output; growth in agricultural value added per capita; the growth rate of
agricultural GDP accounted for by smallholder farmers; trends in food production of adequate food
crops (food security); and export earnings.

Agricultural Output and Per Capita Output

Table 3 presents the trends in the levels and growth in per capita output. GDP per capita shows
a declining trend from MK122 per capita in the 1970s to MK113 per capita in the 2000s. The
trend in agricultural GDP per capita is similar to that of GDP per capita, only that in the former
the declining trend is reversed in the period after major policy reforms were completed. The
smallholder sector which mainly produce food crops, also show a declining performance up to
the early 1990s but production per capita increases in the late 1990s to reach levels recorded in
the 1970s in the 2000s.
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The growth rates in GDP per capita and agricultural GDP per capita were generally negative during
the period of economic reform, with some improvements in the period after reforms particularly in
the late 1990s. The late 1990s actually registered higher growth rates in GDP per capita and
agricultural GDP per capita than the positive growth rates witnessed in the 1970s. The performance
of the agricultural sector is also depicted in Figure 2, with respect to the growth rates in agricultural
GDP and the smallholder agricultural GDP. The figure shows that the growth rates in agricultural
GDP have been erratic and inconsistent over time; with similar trends in total agricultural GDP
and smallholder agricultural GDP per capita. The first episode of a decline of agricultural GDP
was witnessed in the late 1970s following an economic crisis that led to the adoption of structural
adjustment programs. The longest episode of agricultural GDP per capita decline occurred during
the period of economic reforms, with sustained declines from 1984 to 1989. Thereafter, the
performance has been erratic, with the major declines in 1992 and 1994 of -27% and -32%,
respectively. The recent trends show a disappointing performance of the agricultural sector. For
example, the data show some stagnation of agricultural output recently, particularly since 2000.

Table 3. Malawi: Trends in agriculture sector output, 1970–2005.

Indicator Pre-Reform Reform Period Post-Reform

1970-79 1980-84 1985-89 1990-94 1995-99 2000-05

Levels (MK 1978 prices)
GDP per capita 122.12 118.44 116.89 113.87 113.20 113.31
Agricultural GDP per capita 48.41 44.10 41.94 38.16 46.94 56.17
Smallholder agriculture GDP/capita 34.97 35.59 32.41 26.97 29.50 34.03

Growth Rates (%)
GDP per capita 2.40 -2.08 -0.20 -2.66 3.17 -0.28
Agricultural GDP per capita 1.90 -2.70 -1.89 -1.19 11.55 0.36
Smallholder agriculture GDP/capita 5.80 -4.07 -2.88 1.52 10.57 -1.78

Source: Computed by author from Reserve Bank of Malawi (various) Financial and Economic Review, GOM (various)
Economic Report

Figure 2. Malawi: Trends in agricultural output per capita growth rates, 1974–2005.

Source: Computed from the Reserve Bank of Malawi (various) Financial and Economic Review
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Generally, the performance of the agricultural sector, as was the performance of many sectors in
the economy, was impressive in the 1960s and early 1970s, but stagnated in the late 1970s and
early 1980s through to the early 1990s with marginal improvements since 1995.

Food Production and Food Security

Achieving national food security has been one of the objectives of agricultural strategies since
independence. In Malawi, national food security is mainly defined by the government in terms of
people’s access to maize, the main staple food. Thus, even if the total food production is above the
minimum food requirement but maize supply is below the minimum food requirement, the nation is
deemed to be food insecure (Chirwa and Zakeyo 2003). The nation, therefore, faces a food crisis if
the production and supply of maize falls below the minimum required levels. Other food crops such
as rice and cassava are alternatives to maize in some parts of the country. Maize has remained the
main staple food for Malawians, in spite of government policy to promote other crops such as cassava
and rice as alternatives to maize. In a study of recipients of the free inputs in the 1999/2000 season,
96.4% reported that maize was the staple food for the household, while cassava is a staple food
only for 2.8% and rice for 0.5% of the sampled households (NSO 2000).

Measured against the minimum maize requirement of 185 kilograms per capita, Malawi had been
self-sufficient in maize production in the 1960s and 1970s during which domestic production has
been above the minimum requirement (Figure 3). During these periods, records in Malawi indicate
that no maize imports were required to augment domestic supply. Msukwa (1994) notes that with
an increase in the population since the mid-1980s, Malawi moved from a situation of national self-
sufficiency in food production to recurring food deficits. The period of economic reforms has been
characterized by increased imports of maize to satisfy domestic demand, partly due to the poor
weather conditions, low maize productivity and high population growth. In some cases, other food

Figure 3. Malawi: Trends in main food staples per capita, 1974–2005.

Source: Computed from FAOSTAT data
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crops such as rice, cassava, sorghum and potatoes are bridging the national shortages in maize
production and supply. Cassava production has substantial increases in the late 1990s, but only a
few households produce cassava.7

According to World Bank (2003), per capita maize production since the early 1990s has fluctuated
between 170 and 220 kilograms, with sharp declines in 1992 (67 kilograms) and 1994 (105
kilograms). At household level, recent surveys indicate that the average months of food security
for rural households from own production in a normal year is between 6 and 7 months. For instance,
World Bank (2003) notes that food supplies in Malawi fluctuated between 1.6 and 1.7 kilocalories
(kcal) per capita per day during the 1996-1999 period compared to the minimum requirement of
2.2 kcal per capita per day. The increase in food production in 1999 and 2000 has been largely
attributed to good weather and the implementation of the agricultural safety net programmes including
the free ‘starter pack’ and targeted input program. In addition, it has been observed that there was
an increase in input credit facilities under the agricultural productivity and improvement programme
and from the Malawi Rural Finance Company (World Bank 2003).

The decline in maize production began in the late 1970s and the first national maize deficit was
witnessed in 1987 and the worst situation occurred in 1992. Nonetheless, it is evident from Figure
3 that maize production in the past two decades has fallen below the minimum national food
requirement for a staple. Recent trends in maize production show declining production. These maize
shortages have led to surges in the importation of maize to meet the maize demand (Chirwa and
Ngalawa 2006). According to ADE (2000) imports of maize have typically been between 100,000
and 150,000 metric tonnes during the years of shortages since 1987. The situation is worst at
household level, with a significant number of households experiencing food shortages, and relying
on food relief. NSO (2005) finds that about 57% of households reported having inadequate food
consumption in 2004/2005. GOM (2006) notes that Malawi continues to suffer from chronic food
insecurity with many of the problems being structural and economic in nature, and the aggregate
food production failing to keep pace with population growth. Most households, particularly in the
rural areas, experienced agricultural related shocks between 2000 and 2005; the most significant
shocks being lower crop yield and large increases in the price of food affecting 69 and 79% of
rural households, respectively (NSO 2005).

Livestock Production and Trends

The performance of the livestock sector has not been encouraging. Figure 4 presents the trends in
levels and growth of livestock per capita. The per capita number of chickens and cattle has been
declining, with the average in the past five years being lower than that recorded in the early 1970s.
The per capita number of goats, however, has increased marginally. The growth rates in the stock of
livestock, however, show unstable trends, with gains in the one year being almost wiped out the
following year. The poor performance of the livestock sector is partially a reflection of the lack of
emphasis in the agricultural strategies and policies towards the sector. For instance, the dairy farming
sector in Malawi is just being developed. Chirwa and Ngalawa (2006) note several capacity constraints
experienced by the dairy farming sector including lack of financial resources to purchase cows, poor
farm management, inadequate local capacity to champion dairy business development, outdated
machinery in some dairy processing plants and lack of competition in the dairy processing sector.

7 World Bank (2003) notes the estimates for root crops (cassava and sweet potatoes) tend to be overstated and understate the potential
food shortages.
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Agricultural Trade Performance

The agricultural sector contributes more than 90% of foreign exchange earnings but the export basket
is dominated by the traditional exports of tobacco, tea and sugar (Table 4). Tobacco is the major
export crop in Malawi accounting for about 71% of total exports in the 1995-1999 period from 47.7%
in the 1970s, although its share in exports dropped to approximately 55% more recently due to declining
prices. Tea has traditionally been the second foreign exchange earner but its significance has been
declining from 21.2% in the 1970s to 8.8% in the late 2000s. The recent trends show that sugar has
traditionally been the third most important export commodity and is becoming the second from tobacco
accounting for 11.4% of export earnings in the 2000-2005 period. With the liberalization of burley
tobacco production and marketing, smallholder farmers account for about 70% of the total national
output. Tea and sugar remain export crops that are largely grown by estates, and domestic and
multinational corporations, while groundnuts are solely grown by smallholder farmers.

Table 4. Malawi: Composition of export earnings by main commodity (%), 1970–2005.

Commodity Pre-Reform Reform Period Post-Reform

1970-79 1980-84 1985-89 1990-94 1995-99 2000-05

Tobacco 47.7 50.4 57.7 69.9 70.5 54.6
Tea 21.2 18.2 14.4 9.7 9.0 8.8
Sugar 7.1 13.3 10.0 6.7 7.0 11.4
Nuts 7.7 3.0 2.0 - - 1.9
Cotton 2.9 0.7 1.2 1.1 1.7 2.1
Rice - 0.4 0.3 0.2 0.5 0.2
Coffee - 0.7 3.4 2.3 2.7 0.8
Pulses - 1.6 2.0 0.5 1.7 0.8
Maize - - - 0.1 0.3 -
Other (non-agric) 13.4 11.6 8.9 9.5 6.6 19.4

Source: Computed based on NSO (various) Statistical Yearbook and Reserve Bank of Malawi (various) Financial and
Economic Review

The trends in export composition also show that the post-reform period is associated with the emergence
of new export crops such as coffee, pulses and rice and the re-emergence of the nuts (ground, cashew
and macadamia) market, and the increase in the share of non-agricultural exports. The traditional
exports of tobacco, tea and sugar remain the dominant exports for Malawi. Apart from tobacco,
production of tea and sugar is dominated by estate agriculture; the participation of smallholder farmers

Figure 4. Malawi: Livestock production trends, 1970–2005.

Source: Computed from FAOSTAT data
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in production is marginal. Paprika is another emerging crop that is substituting tobacco in the central
region, but contributes insignificantly to export earnings. Groundnuts, traditionally one of the
smallholder cash crops, used to be one of the major export crops until the late 1980s when the export
market collapsed between 1990 and 1999. One likely reason for the collapse of the export market is
that prior to liberalization of agricultural marketing services, groundnuts bought from smallholder
farmers were being exported by ADMARC, but after liberalization ADMARC’s role in the marketing
of groundnuts has diminished substantially. Domestic trade in groundnuts is dominated by small private
traders who eventually sell to Malawian manufacturers. More recently, the cultivation of groundnuts
has been promoted by the National Smallholder Farmers’ Association of Malawi (NASFAM), resulting
in its re-emergence in export earnings.

Overall, while export earnings in dollar terms have been increasing from an average of US$134
million in the 1970s to US$467 million in the late 1990s, exports fell to US$444 million in the
2000s. The recent decline in export earnings has been attributed to the declining international prices
of exports, declining profitability in smallholder agriculture resulting from disproportionate increases
in prices of inputs, high transport costs and a poor macroeconomic environment (World Bank 2003).
The disappointing trade performance of the agricultural sector is reflected in erratic growth rates
in export earnings from major agricultural exports (Figure 5). Most negative growth rates of major
export crops have been witnessed in the reform and post-reform periods, with growth rates mostly
reverting to a zero mean. While growth rates have been high for tobacco and tea, the reform and
post-reform periods have also experienced substantial negative growth rates, almost wiping out the
gains made in the high growth years.

Figure 5. Malawi: Growth in agricultural exports, 1971–2005.

Source: Computed based on NSO (various) Statistical Year book and Reserve Bank of Malawi (various) Financial and
Economic Review
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A similar picture emerges with respect to total agricultural exports, but less so for non-agricultural
exports. Malawi witnessed high, positive and consistent positive growth rates in total agricultural
exports in the 1970s. These positive outcomes were due to policy consistencies and the active state
intervention in agricultural production and marketing systems. For instance, ADMARC marketing
activities facilitated the coordination of smallholder agricultural exports through its national purchase
of small quantities from smallholder farmers, grading and processing for exports. The situation
changed to swings in the growth rate since the adoption of structural adjustment programs, with
the average annual growth of agricultural exports declining from 19% per annum in the 1970s to
5% per annum between 1980 and 2005. On the other hand, the performance of non-agricultural
exports, though not consistent, has generally improved over the past decade.

Agricultural Growth and Poverty Outcomes

The difficulties that arise in linking growth to poverty reduction are well-known in the literature.
World Bank (2001), for instance, notes that the patterns of growth, the changes in the distribution
of income and resulting opportunities and the rates of poverty distribution are a result of a complex
interaction among the policies, institutions, history and geography of countries. Hence, the extent
to which a given rate of growth that translates into poverty reduction will depend on how distribution
of income changes with growth and on initial inequalities in incomes, assets and access to
opportunities that allow poor people to participate in generating growth.

Recent debates in the growth-poverty nexus point to the fact that the poor are likely to benefit from
growth if such growth occurs in sectors in which a large proportion of the poor actively participate
and derive their livelihoods (Hoekman et al. 2001), such as the agricultural sector in Malawi. There
are several ways through which agricultural growth and development will affect the welfare of the
population, particularly the poor. First, the landless or near landless may benefit from agricultural
development through paid employment opportunities in off-farm activities created by technological
change. Second, those who have land may benefit from higher productivity brought about by
technological changes. The extent to which agricultural development can have greater impact on
poverty also depends on the availability of land. However, Bigsten and Shimeles (2003) assert that
the direction of causality of the growth-income distribution-poverty relationship is still very unclear
in theory as well as in empirical studies.

The link between agricultural growth and poverty can be assessed through malnutrition levels and
the extent of poverty. However, it is difficult to empirically link agricultural growth to poverty and
food security (such as malnutrition rates) indicators. Although time-series data exists on agricultural
performance indicators, there is a lack of comparable data on poverty and malnutrition. Apart from
the problem of limited available data, there are differences in the methodologies used in collecting
data for the same indicator over time. The limited available data is used in assessing the link between
agricultural growth and poverty indicators but the analysis should be interpreted with some caution.

Malnutrition Rates

The agricultural strategy in Malawi focuses on food production and food security with the ultimate
objective of uplifting the nutritional status of her population. Several studies have been conducted
since the early 1990s to determine the trend in the nutritional status of the population. One
indicator of the food and agricultural policy and nutrition education programmes that the
government has pursued over the years is the nutritional status of children under five years of
age. Table 5 presents the trends in the nutritional status of the under-fives and growth in
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Table 5. Malawi: Trends in the malnutrition and growth of children under-five, 1992–2005.

Malnutrition (%) 1992 (DHS) 1998 (IHS) 2000 (DHS) 2004/05 (IHS)

Stunting 48.7 59.1 49.0 43.2
Wasting 5.4 9.3 5.5 4.6
Underweight 27.2 29.6 25.4 22.0

Agricultural growth (%) 1990-94 1995-99 2000-2005

Agricultural value-added per capita growth -1.19 11.35 0.36

Notes: DHS = Demographic and Health Survey, IHS = Integrated Household Survey
Sources: NSO (2002); NSO and ORC Macro (1994, 2001); GOM et al. (2005)

agricultural value added per capita between 1992 and 2005. Three protein-energy malnutrition
indicators have been used in Malawi: stunting (low height-for-age) representing chronic
malnutrition, wasting (low weight-for-height) representing acute malnutrition and underweight
(low weight-for-age) describing the overall measure of malnutrition. The baseline malnutrition
indicator for monitoring the Millennium Development Goals is the proportion of children
underweight, recorded at 30% in 2000 (GOM 2006).

The progress in the three indicators of nutritional status has been mixed. Comparing the Demographic
and Health Survey (DHS) data, stunting increased marginally from 48.7% in 1992 to 49% in 2000.
It is also apparent that stunting has remained relatively stable despite the many economic reforms
implemented by the authorities that might have uplifted the status of the population. Similarly, the
indicator of acute malnutrition (wasting) shows a similar trend increasing marginally between 1992
and 2000. The overall measure of malnutrition improved marginally from 27.2% in 1992 to 25.4%
in 2000. Using the Integrated Household Survey (IHS) methodology, the proportion of underweight
children decreased from 29.6% in 1998 to 22% in 2004/05. Similarly, there are substantial decreases
in stunting and wasting between 1998 and 2004/05. The data suggests a weak link between indicators
of malnutrition and agricultural growth. For instance, while underweight improved using the IHS
methodology, the average annual growth rate of agricultural value added per capita substantially
fell from approximately 11% to less than 1%. Similarly, using the DHS methodology, the malnutrition
indicators increased marginally, yet the growth rate in agricultural value added per capita increased
from approximately -1.2% to 0.4% per annum.

Poverty Levels

There is also weak evidence to suggest a positive link between poverty and agricultural growth in
Malawi (Table 6). Within a seven-year period between 1998 and 2005, there has been very little or
statistically no change in the poverty levels. Using comparable methodologies, the proportion of

Table 6. Malawi: Poverty and agricultural growth, 1998–2005.

Poverty head count (%) 1998 2004/05

Poor 54.1 52.4
Ultra-poor 23.6 22.4

Agricultural growth (%) 1995-99 2000-05

Agricultural value-added per capita growth 11.35 0.36

Sources: GOM (2006)
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the poor fell from 54.1% in 1998 to 52.4% in 2005. During the same period, growth in agricultural
value-added per capita fell from approximately 11.4% to 0.4% per annum.

Although Malawi had almost completed economic policy reforms towards a market economy and
marginal growth in agricultural output, the qualitative poverty monitoring study conducted in 2000
revealed that the poverty situation was worsening (GOM 2002). With the policy of agricultural
input subsidization, leading to increase in maize production and sustained low consumer prices for
maize, it is likely that poverty will fall. Since most of the households have adequate food, more are
likely to engage in productive activities and lower maize prices will increase the real incomes of
the poor and will facilitate diversification into cash cropping by some farmers – if the relative prices
of maize remain low.

EXPLAINING AGRICULTURAL PERFORMANCE IN MALAWI

Generally, the performance of the agricultural sector in Malawi has been disappointing, in spite of
the many policy reforms that have been implemented in the sector. GOM (2006) notes that agriculture
in Malawi is characterized by low and stagnant yields, over-dependence on rain-fed farming which
increases vulnerability to weather related shocks, low level of irrigation development, and low uptake
of improved farm inputs. In addition, there is low profitability of smallholder agriculture which
has been influenced by weak links to markets, high transport costs, few farmer organizations, poor
quality control and lack of market information. The interplay of these various factors has negatively
affected agricultural development and growth, with implications on the contribution of agriculture
towards poverty reduction.

Productivity

The poor performance of the agricultural sector in Malawi is partly attributed to the low levels and
growth rates in productivity. Figure 6 presents trends in productivity of main agricultural crops in
Malawi between 1970 and 2005. Productivity is measured as output per area of land cultivated in
hectares, but has been indexed to base 1970. The red line is the trend line. The figure shows that
productivity in most of the agricultural crops has not substantially improved beyond the levels
witnessed in the 1970s, except for a few crops.

With respect to the main food crops, the trend lines show marginal increases in maize and rice
productivity, a substantial increase in cassava productivity and a decline in sorghum productivity.
For instance, in maize production, the trend line shows that productivity has increased marginally
over time, although with several swings in the period after 1990. Within the period 1990 to 2005,
maize productivity slumped by 53 units in 1991 below the 1970 level but was above the 1970 level
by 78 units in 1999. The gains in productivity have been substantial in cassava production
particularly since 1999, although just a small proportion of smallholder farmers cultivate cassava.
Until the early 1990s, when burley tobacco production was liberalized, tobacco farming registered
steady improvements in productivity with a modest positive trend line, although there has been a
reversal more recently. Tea is the only crop that has witnessed steady improvements in productivity
since 1970. There has, however, been a declining productivity in the past six years in both maize
and rice production. In fact, most of the crops show negative rates of productivity growth in the
2000-2005 period, with the exception of beans and tea (Table 7).
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Table 7. Malawi: Productivity growth by main commodity (%), 1970–2005

Commodity Pre-Reform Reform Period Post-Reform

1970-79 1980-84 1985-89 1990-94 1995-99 2000-05

Maize 2.74 -0.06 0.27 23.94 18.48 -5.67
Rice 3.43 14.67 2.97 -0.08 6.47 -7.79
Cassava 0.37 -7.32 -6.97 11.92 10.19 32.21
Sorghum 0.08 13.47 3.06 24.80 29.17 -0.93
Groundnuts -0.82 1.02 -5.69 18.18 19.46 -4.53
Beans 0.01 0.09 0.43 -0.49 -6.08 1.54
Pulses -0.05 -0.38 -0.65 -0.92 -0.99 -0.49
Cereals 2.57 0.16 0.32 22.15 18.14 -5.99
Tobacco 7.86 5.51 3.64 5.88 -8.84 -1.41
Tea 5.45 3.32 1.35 -0.24 0.70 4.50

Average 2.16 3.05 -0.13 10.51 8.67 1.14

Source: Computed based on FAOSTAT data.

Weather Conditions and Agricultural Performance

The agricultural sector is heavily dependent on rain-fed cultivation. Although the potential for irrigation
farming exists, there has been a marginal increase in the area under irrigation cultivation (Figure 7a).
In 1970, only 0.06% of agricultural cultivatable land was under irrigation, but this has increased

Figure 6. Malawi: Productivity trends in main agricultural crops, 1970–2005.

Source: Computed based on FAOSTAT data
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marginally to 0.47% in 2005. More recently, the government and non-governmental organizations have
been promoting winter cropping using low cost irrigation equipment such as treadle pumps.

Of the 3 million hectares of agricultural cultivatable land, more than 99% of agricultural land remains
under rain-fed cultivation. This makes agricultural production highly prone to adverse weather
conditions such as droughts and floods. It is, therefore, not surprising that agricultural production
is highly correlated with good rainfall. Most of the bumper harvest in maize, the main crop produced
by smallholder farmers, has been witnessed in years that Malawi has had good rainfall. ICL et al.
(2007) notes that the relationship between agricultural production and rainfall is a complex one, as
too little rainfall or too much rainfall both have adverse effects. This complex relationship is also
demonstrated in Figure 7(b), which shows no clear relationship between rainfall and maize
production. Malawi, like many Southern African countries, has recently experienced adverse weather
conditions that have affected production of both food and cash crops. Table 8 shows the years that
have been affected by adverse weather conditions and the resulting agricultural performance between
1980 and 2005. It is evident that in years of poor weather conditions agricultural growth and growth
in maize output has been largely negative.

Table 8. Weather conditions affecting agricultural production, 1980–2005.

Year Adverse weather conditions Growth in Growth in
agricultural maize

value added (%) production (%)

1980 1979/1980 season: drought affecting many districts particularly in the -9.5 -14.9
southern region

1981 Variable rainfall in some parts of the country -10.8 5.0

1992 1991/1992 season: drought -27.4 -58.7

1993 1993/1994 drought conditions, low uptake of hybrid seeds -32.2 -48.9

1998 1997/1998 drought in Karonga Agricultural Development Division and -6.2 44.5
floods in Shire Valley in the 1997/1998 season

2001 2001 dry spells and floods in some areas, low input uptake 0.3 -36.5

2002 2001/2002 season: early rains, late rains, dry spell in February and floods in 6.3 -2.0
the escarpment and lakeshore exacerbated by low input use – scaling down
of Starter Pack program and lack of credit (14% decrease in maize production)

2005 2004/2005 season: poor rains -9.7 -27.7

Source:  Chirwa and Ngalawa (2006)

Figure 7. Malawi: Rainfall and maize production, 1970–2005.

(a) (b)

Source: Computed based on NSO data
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Landholding Sizes and Fragmentation

The promotion of smallholder agriculture has been on customary land, land in which rights to
cultivate and transfer land are conferred by traditional chiefs. With the growing population,
customary land has become more fragmented and the landholding sizes have declined over time.
GOM and World Bank (2006) find that the average landholding size per household in Malawi is
1.2 hectares while the average land per capita is 0.33 hectares. In addition, per capita landholdings
are highly skewed, with the poor holding only 0.23 hectares per capita compared to the non-poor
that hold 0.42 hectares per capita. The small landholding sizes are reflected in Figure 8, which
shows the trends in per capita cultivatable land in Malawi. The trend line shows that per capita
landholdings have been declining since the 1970s, partly due to the increasing population that has
been growing at an average rate of 3% per annum. The peak between 1998 and 2005 is due to
declining estimated population growth and increases in cultivatable land. The increase in cultivatable
land may be due to the cultivation of marginal and less productive land.

Figure 8. Malawi: Trends in per capita cultivatable land, 1970–2005.

Source: Computed based on FAOSTAT data

The methods of cultivation on these small landholdings among smallholder farmers remain traditional
and non-mechanized. The diminishing land sizes have implications for technology adoption and farm
mechanization. There have been several government efforts promoting the adoption of fertilizers,
hybrid seeds and modern methods of farming, and the provision of price incentives through
progressive market reforms, but due to diminishing landholdings the supply response has remained
weak. National survey data show that less than 50% of smallholder farmers use hybrid or improved
maize seeds and less than 35% of farming households use fertilizers. Without the input support
system the uptake of fertilizers among smallholder farmers is quite low. Several studies show evidence
that adoption of agricultural productivity-enhancing technologies in Malawi is positively associated
with the size of cultivatable land (Green and Ng’ong’ola 1993; Zeller et al. 1998; Chirwa 2005).
Dorward (1999) finds a significant positive relationship between output per capita and farm size
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while Chirwa (2002) finds farmers with small landholdings to be technically inefficient in maize
production. Other studies, however, find an inverse relationship between maize productivity and
land while there is a positive relationship between land and tobacco productivity.

Markets and Value Addition

Since the adoption of structural adjustment programs, there has been a progressive liberalization
of markets, with the state withdrawing its direct interventions in various markets including input
markets, output markets and financial/capital markets. However, the liberalization of markets has
had little impact on agricultural development in Malawi. The period during which Malawi was
implementing structural adjustment reforms, which mainly focused on the agricultural sector, has
also registered lower average growth in the economy and the agricultural sector, while the poverty
situation has worsened. The failure of economic liberalization in agriculture has been attributed to
many factors (Dorward et al. 2005). Those that advocate economic liberalization attribute the failure
of liberalization to partial liberalization and the many policy reversals and policy uncertainties
witnessed during the period. For instance, the withdrawal of fertilizer subsidies that started in 1987
was reversed in 1992 after a significant drop in the uptake of fertilizers by smallholder farmers,
although eventually subsidies were finally removed in 1996. Another cited example of liberalization
is the liberalization of agricultural markets which has not been fully implemented, with the state
marketing agency continuing to play a significant role in the marketing of smallholder agricultural
produce (Chirwa 1998). These uncertainties have created disincentives for the development of the
private sector. Others such as Dorward et al. (2005) note that liberalization ignored the importance
of market coordination and the positive role the state plays in ‘kick starting’ agricultural development
in economies with thin markets. For instance, the collapse of the government administered credit
scheme in Malawi in 1992 adversely affected fertilizer use among smallholder farmers leading to
declining productivity.

Product markets and input markets for agricultural growth are functioning imperfectly. Many
smallholder farmers are not integrated into the market system. Most smallholder farmers are poorly
organized and, therefore, lack bargaining power over pricing of agricultural produce. Transaction
costs remain high due to low economic activities, low traded volumes of agricultural produce, inputs
and agricultural finance (Dorward and Kydd 2004). There is variable access to input markets and
output markets are less favorable to smallholder farmers. Access to agricultural finance is also limited
among smallholder farmers, particularly since the collapse of the smallholder credit scheme within
the coordinated structure of ADMARC. Commercial banks and microfinance institutions consider
lending to the agricultural sector as a risky investment due to the seasonality of the income stream
and the unpredictability of the natural environment particularly for rain-fed agriculture that is
practiced in Malawi. Thus, most financial institutions are willing to lend to non-farm activities.
The major challenges are how to coordinate the complementary services for the promotion of
agricultural growth in a liberalized market in which most markets are still thin and working
imperfectly; how to develop the private sector and ensure that it operates efficiently; how to achieve
scale in the product markets for export crops; and the role of the state in the market. The other
challenge is how to restore agricultural credit given the past repayment problems.

Associated with the problem of market liberalization is the lack of value addition in agricultural
products. There is very little agro-processing that is taking place and most smallholder farmers sell
raw agricultural produce without adding value. This has implied that the returns to agriculture have
been lower than otherwise. For the main cash crops, such as tobacco and cotton, which is mainly
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grown by smallholder farmers, there is no value addition by smallholder farmers. This has, in most
cases, affected the prices at which smallholder farmers sell these commodities to the large-scale
processors. However, there are efforts to promote value addition in agriculture. According to GOM
(2006) one of the key areas of agricultural development policy is to promote value addition to
agricultural products by smallholder farmers. There are several initiatives that are promoting value
addition, including the One Village One Product (OVOP) project in which rural farmers are assisted
with in procuring milling and processing facilities.

Policy Environment and Supply Responses

Since 1980 there have been policy reforms that have mainly targeted the agricultural sector. However,
such policy reforms have not been effective in changing the structure and the performance of the
agricultural sector in Malawi. Although structural adjustment programs have resulted in removing
policy linked distortions in the agricultural sector to a large extent (Chirwa and Zakeyo 2006), the
agricultural sector still experiences problems of physical access to domestic markets, access to rural
credit facilities, low productivity and inequitable distribution of land. Kaluwa et al. (1992) also
notes that although the reforms were necessary to halt the further deterioration in the economy,
they were not sufficient for increasing the incomes and growth potential for a majority of the
Malawian population. Smallholder production, especially in maize yields, and expansion of acreage
has been devoted to food production rather than diversification into high value or export crops.
The disappointing performance of the agricultural sector is at variance with intentions of the many
economic reforms and policies aimed at enhancing the productivity of smallholder agriculture that
have been implemented by the government.

One characteristic feature of development planning in the past two decades has been policy
incoherence and policy overlaps. Since 1994, Malawi has developed at least five policy documents
with focus on the agricultural sector to guide economic development. However, there have been
too many overlaps of these documents more recently, partly due to bilateral and multilateral donors
that tend to influence economic reforms and development agenda. For instance, the Malawi Poverty
Reduction Strategy (MPRS) launched in 2002 was expected to run up to 2005, but was superseded
by the Malawi Economic Growth Strategy (MEGS) in 2004, which was superseded by the Malawi
Growth and Development Strategy (MGDS) in 2006. While smallholder agriculture took center
stage in driving pro-poor growth in the MPRS, large farmers and private businesses take center
stage in the MEGS and MGDS. In contrast, in the 1970s, policy coherence and consistence was
achieved through the development of well-thought strategies that existed within their planning horizon,
with no overlaps between the strategies.

Trends in Public Investments in Agriculture

There has been a general concern that funding, including donor funding, towards the agricultural
sector in sub-Saharan African (SSA) countries has been declining (Eicher 2003). Some have
attributed this declining support towards agriculture as one cause of underperformance of SSA
agriculture. Africa has not devoted adequate resources to the agricultural sector, and funding towards
agricultural research and development has been declining (AU and NEPAD 2003). The share of
the agricultural budget in SSA has fallen to around 5% of national budgets. In 2003, the African
Union Assembly committed to implement the Comprehensive Africa Agriculture Development
Programme (CAADP) jointly formulated with the New Partnership for Africa’s Development



25

(NEPAD) and declared their commitment to increase spending in agriculture to 10% of the national
budget. Table 9 shows budget allocation trends in Malawi between 1970 and 2005. It is evident
that government expenditure on the agricultural sector has been declining, particularly since the
1980s when Malawi started implementing structural adjustment programs.

Table 9. Malawi: Trends in agriculture sector government spending, 1970–2005.

Commodity Pre-Reform Reform Period Post-Reform

1970-79 1980-84 1985-89 1990-94 1995-99 2000-05

Agriculture share in budget (%) 32.15 24.83 10.08 11.17 8.98 6.13
Agriculture budget ($m) 21.30 43.98 29.05 41.90 36.12 37.48

Recurrent budget ($m) 8.39 21.69 18.52 30.56 26.66 22.17
Development budget ($m) 12.91 22.29 10.54 11.34 9.46 15.31

Agriculture spending/capita ($) 4.03 6.88 3.85 4.77 3.51 3.21

Source: Computed based on NSO data

Government budget allocation to the agricultural sector declined from approximately 32.2% of the
fiscal budget in the 1970s to 6.1% in the past six years. This is also reflected in Figure 9(a), in
which the share of agriculture in the national budget increased from 16% in 1970 to the highest
ever recorded level of 53% in 1978, but fell in 1979 due to the economic crisis that was triggered
by the oil shock in 1979. However, agricultural expenditure rose to 51% in 1981 before falling to
12% in 1982, and the declining trend has continued thereafter. The share of agriculture in the fiscal
budget had been above the 10% that has been declared by the AU as necessary to achieve sustainable
agricultural development. This is also the period during which Malawi witnessed high agricultural
growth rates and high growth rates in GDP. In the past decade, budget allocation to the agricultural
sector has fallen well below the AU/NEPAD target of 10%. The reduction in the share of agricultural
budget is a direct reflection of the government’s withdrawal of services in the sector under structural
adjustment programs. Since 1981, the government has been reducing its direct intervention in the
agricultural sector including reduction in extension staff through a policy of non-replacement of
vacant positions, reduced funding to extension training institutions, withdrawal of input subsidies,
withdrawal of credit provision and reduction in funding agricultural research and development.

In terms of the allocation of agricultural spending, Figure 9(b) shows that both recurrent and
development expenditure had been increasing in the 1970s, but a substantial decline in development

Figure 9. Malawi: Trends in agricultural sector expenditure, 1970–2005.

Source: Computed based on NSO data.
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expenditure is noticeable in the late 1990s. This is the period in which under structural adjustment
programs, the government was withdrawing its active participation in the agricultural sector through
the liberalization of agricultural marketing activities, agriculture research and development,
withdrawal of the government administered credit system and removal of input (fertilizer) subsidies.
Development expenditure in agriculture reached its lowest level between 1993 and 1995. Most of
the resources in the development budget in Malawi are financed by donors, and the dramatic fall
between 1993 and 1995 is a result of the freeze in donor funding pending democratic political reforms
from a one-party state to multi-party democracy. Similarly, in 2001 and 2004, the withdrawal of
donor aid adversely affected the agriculture budget, particularly the development budget. The
declining share of agriculture in the government budget has led to the erosion of core services to
smallholder farmers such as extension services. Only 13% of agricultural households got advice
from an agricultural adviser on crop and input management (NSO 2005). There has also been a
decline in funding for research and development in agriculture. Most state institutions that developed
capabilities in agricultural research and development have either been closed or remain underfunded
and are being asked to commercialize.

However, with the introduction of the agricultural input subsidy programme since the 2005/2006
agricultural season, the share of agriculture in the total budget is bound to increase in the short
and medium term. The agricultural input subsidy is about 43% of the agricultural sector budget
and donors are increasing their support to agriculture through the subsidy (ICL et al. 2007). In the
2006/2007 fiscal budget, the allocation to the agricultural sector was US$121 million, almost double
the level in the 2005/2006 budget, of which US$44.8 million was the development budget. The
share of the agricultural sector rose to 12% of the total 2006/2007 budget and the development
expenditure allocation increased by more than double and constituted 13% of the development budget
(GOM 2006). One activity that was singled out as a major contributor to the increase in the recurrent
expenditure in agriculture was the rebuilding of extension services that had virtually collapsed
following structural adjustment programs. Nonetheless, very little has been done so far to rebuild
extension services. Most of the rural areas remain uncovered by agricultural extension services.

For the first time since 1995 and following the AU Maputo Declaration in 2003, Malawi achieved
more than the target of 10% in both its recurrent and development budget for the agricultural sector
in the 2006/2007 budget. The impact of the agricultural input subsidy has been positive. Maize
production is projected to have reached the highest level in the 2006/2007 season, following another
good year in 2005/2006 that was also supported by the input subsidy (ICL et al. 2007). The surplus
in maize production has resulted in sharp reductions in maize prices, making it easier for the poor
net buyers of maize to purchase maize. The expectation is that continued subsidization of agricultural
inputs will have a positive impact on household welfare. The cost of the subsidy program, given
the participation of the private sector, are outweighed by the benefits that result in increased real
incomes for the poor due to falling and stable prices for maize.
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CONCLUSIONS

The agricultural sector remains the most important sector in the economy and the dominant source
of livelihood among rural households in Malawi. The paper set out to review the performance of
the agricultural sector over time and the recent trends in agricultural growth and food security. In
the past two and half decades, the economy has been undergoing economic reforms that have mainly
affected the agricultural sector. However, despite these reforms, the agricultural sector has poorly
performed, and a large proportion of the population that depend on the agricultural sector remain
in poverty. Thus, while some positive agricultural growth has occurred this has somehow been wiped
out by subsequent negative agricultural growth.

The study finds that the contribution of agriculture to national output has remained fairly stable
over time. However, the performance of the agricultural sector has been mixed. The analysis shows
that the performance of the agricultural sector was much better in the 1970s compared with
subsequent periods, with agricultural value-added per capita growing at an average rate of around
2% per annum in the 1970s compared with 0.4% per annum in the last six years. This poor
performance has also been reflected in the inability of the economy to produce adequate food to
feed its population. While in the 1970s maize production was always above the minimum required
for a staple, this has not been the case since the mid-1980s in which for a number of years maize
production has been below the minimum required for a staple. Livestock production has not
performed well, in per capita terms – with recent trends showing a decline in per capita chicken
and cattle production. In terms of agricultural trade, a similar picture of mixed performance emerges.
The export composition of agricultural products has remained stable, and agricultural exports remain
dominated by tobacco which accounts for 55% of total export (agricultural and non-agricultural)
earnings.

Using the limited data series on outcome indicators of poverty and malnutrition, the analysis shows
no significant links between agricultural sector performance and poverty indicators. During the period
that agricultural value-added per capita grew at 11.5%, poverty was 54.1%. In the period in which
growth of agricultural value added per capita was 0.4%, the poverty rate was 52.4%. Similarly,
there is no clear link between growth in value added per capita and the malnutrition rates.

There are many factors that can be attributed to the disappointing performance of the agricultural
sector. First, productivity in major food and cash crops has been declining, coupled with land
fragmentation. The poor productivity is also associated with poor fertilizer uptake and low adoption
of improved farming techniques. Second, due to the rain-fed nature of cultivation, the exogenous
weather shocks have led to poor production, resulting in surges in imports of maize. In years of
bad weather, growth rates in agriculture value added per capita and growth in maize production
have been low or negative. Third, there have been market failures and agricultural markets remain
thin. With structural adjustment programs, the state withdrew from agricultural services which have
led to coordination failures. Value addition has been limited in the agricultural sector, particularly
among smallholder farmers. Fourth, the policy environment has not provided the necessary incentives.
It has been characterized by policy reversals, policy uncertainties and policy incoherencies. Finally,
government support towards the agricultural sector has been declining and below the level that is
expected to lead to substantial agricultural development. For instance, the share of the agricultural
sector in the fiscal budget has been below the 10% target set by the AU/NEPAD since 1996 except
in the 2006/2007 budget when it rose to 12%. The decline in funding to the agricultural sector has
eroded vital services including research and development, extension services and other coordinating
services by the state. The introduction of the agricultural input subsidy programme since the 2005/
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2006 season has led to greater allocation of government resources to the agricultural sector. In the
short and medium term, Malawi will be on course in achieving the AU target of at least 10% of the
budget resources going to the agricultural sector.

The analysis of past and current trends in agricultural performance in Malawi shows that the policy
regime that was characterized by heavy state interventions in the 1970s was more conducive to
agricultural development. This suggests that the market oriented approach in the agricultural systems,
in which agricultural production largely remains subsistent, may not be appropriate for Malawi.
The drastic changes from interventionist policies to the market mechanism that involved withdrawal
of vital state services in the agricultural sector have not yielded positive results. As Poulton et al.
(2006) conclude there is need for proactive state intervention that goes beyond provision of public
goods in order to ‘kick start’ agricultural markets that are pro-poor in sub-Saharan Africa. The
analysis of agricultural performance in Malawi leads to the following recommendations:

• There is a need for state intervention in the agricultural sector in order to change the
subsistent nature of production to commercial production. This will require a long period
of stable low prices for maize, the main staple crop; hence, lower maize price/cash crop
price ratios. The stability in maize prices will encourage subsistence farmers to switch to
cash crops. The current agricultural input subsidy, if continued in the medium term, will
lead to an excess supply of maize and lower prices, providing incentives for smallholder
farmers to switch from subsistence farming to commercial farming.

• There is a need for revitalization of extension services to go hand in hand with the
agricultural input subsidy programme. This will require renewed investments in training of
extension officers and their deployment in the rural areas.

• There is also a need for market support towards the smallholder sector, particularly in remote
rural areas in which the private marketing system is not fully developed particularly due to
poor infrastructure. This requires withdrawal of state marketing activities in more accessible
areas and maintaining state marketing activities in remote areas.

• There is a need for continued investments in irrigation technologies or irrigation farming
through utilization of available water resources or investing in rainwater harvesting
structures.
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