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I. INTRODUCTION
 

There has been much debate about the relative importance of external
 

shocks and internal policies in explaining the poor performance of African 

countries. There is a similarly active denate about the extent to which
 

macropoiicy distortions, as distinct from sectoral 
policy failures, explain
 

the domestic policy environment for growth and distribution. Few country
 

specific studies exist Chat attempt to assess cne 
relative importance of these
 

factors on a systematic basis and explore tLeir policy implications.
 

This paper addresses these issues by examining the complex proolems
 

faced by an economicalLy well-managed but 
small, poor, and landlocked country 

-- Malawi -- in irvn, to achieve equitable rcLth while coping with 

formidaole exterral shocks. It argues that agricultural and rural sectoral
 

policies will be crucial in determining MaLawi's futare growth, and explains
 

the reasons why. Relative to its neighbors, Malawi adjusted well to adversc
 

externai shocks Ln the 1970s. -/ Since the second oil 
shock in 1979, however,
 

it has faced nLuerous other external probLums -- including a drought, a major 

decline in externaL 
terms of trade, hiiher inuerest rates on externally
 

borrowed capital, 
a snarp increase in extcra transport costs, and a
 

substantial inti!x of refugees (the 
Latter tWO resulting from political strife 

in nei.ghbcrin, Moia;rcique). These factors beyond Malawi's control have in 

turn contributew to structural imbalances that have led the government to seek 

to restore macroeconomic balance 
through one of the most ambitious programs of 

structural a;-stmert in Ptrica. However, Nalawi's adjustment process has
 
.
 

I /
been complicated sy tne dualism of its agricAtL-ral sector. 21 One of the 

main weaKnesse5 o: the initial structural adjustment programs in the 1980s was
 

chat they inadvertently did not adequately cake into account the complex
 



interactions tetween Malawi's structural problems and the prr.ess of
 

macroeconomic adjustment 'especially the effects of adjustment measures on the
 

poor and their ability to participate in th.e long-term growth process). More
 

recent adjustment zfforts have begun to show tar greater sensitivity to this
 

issue. neverLr.e!ess, -omplex problems remain to be addressed betore equitable
 

and susia inate r;D! can be achieved. Indeed, Malawi 's example lends strong
 

support to tne contrtion that SALs are necessary but not sutficient
 

instruments tor resuscitat'.ng growth. Meanwhile, its rural development
 

experience of tne !970s lends support to evidence from elsewhere, that well

intentioned patterns aL investment targeted towrds smallholders cannot
 

adequately compensat= for the lack of a wide range of complementary sectoral
 

and other rural i&%e[cpment policies -- directed toward institutional,
 

organizational, tennological, pricing, and Land related issues -- which need
 

to be implemented or, a coherent basis if equitable growth is to be achieved.
 

This paper attempts to capture the nature ot that strong and necessary
 

complementarity between macroeconomic and stcrtoral policy by examining various
 

aspects of a rural sectoral strategy and its .mplications for external
 

assistance.
 

(a) Agriculture, poverty, and development
 

In a two-sector model of economic development, Lele and Mellor
 

(1981) have demonstrated that the way in which the benefits of agricultural 

development are otstributed towards low income producers has a prolound effect 

on the overali structc-re o- dcniand, and, ttlrt.. the latter's z tect on growth 

linkages, on tn aev.elopment of th, rest ,l t:ne economy. I ;rowth in 

earnings in the agr>2Xtural sector bene Its 1 _-, income households, they spend 

a Larger proportion of this additional income on basic food and nonfood goods 

http:resuscitat'.ng
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and services, which are 
likely to be produced by labor-intensive methods
 

within the country -- in contrast to the demand 
patterns of their better-off
 

counterparts, who 
tend to buy relatively more 
luxury and imported goods. 3 '1
 

As the 
increased demand generated by broad-based income growth conforms 
to 

hanges in relatively labr-intensive paterns of production and services, 

domestic empLorr>
2nt and income generation im ine nontoodcrop sector ot the
 

economy begin t outpace growth 
 in the foodjorp sector. This modei is of
 

particular relevance in the dua!istic Malawian economy 
 where the rapidly 

growing estate sector accounts for 95 percent ow -4/exports. Agriculture,
 

however, also pro-ides employment for 85 percent of the sinaitholder
 

population. The extreme poverty 
 in which the smallholder population lives is 

underscored by te Lact that nearly bO peren:o a the smailholdor households 

cultivate less than I hectare of land; Malawi ao has one ot 
the highest
 

rates of infant mortalicy in Africa, and 
very low levels of life expectancy,
 

primary education, and nutrition. 
 These variables partly reflect the
 

unfavorable initial conditions that Malawi inherited at independence relative 

to its neighbors; _ the,! also 
reflect the policy choices made 
in the i970s
 

and highlight tne 
crux of the challenge facing the government and its donor 

supporters -- row co improve economic conditions among 
the bulk of Malawi's 

very poor rural houserolds, while also ressming 
the high overall economic
 

growth rates acnie.'d in the 
1970s. In OLIs connection, 
the fact that Malawi 

exported maize in tne 1q 7 0s (while Kenya imported it) partly reflects Malawi's 

more skewed income sistribution, improvements in which might not only make 

maize export growth Aess likely, but mihn ever lead o increased food 

impo: s. Whereas :n6s paper tocusos on tUs a4ricu ural aspects of rural
 

growth and income, similar concerns need to te applied to a variety of other 
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social sectcrs, gtven the multisectoral nature of poverty. The treatment of
 

these is, however, beyond 
Lhe scope of this paper.
 

Achieving a rapid, broad-based, aggrogace agricultural supply
 

response to meet growing effective internal demand for food is, hoiever, 

complicated in MaLawi 
by the fact ha the smahffholder Sector is itself
 

characterizec by 
a d-alistic stricture. 
 Wncres over 55 percent of the
 

smallholder hossaholas do 
not have enough Land and rely substantially on wage
 

employment 
for r.come and on the market for tood, the remaining rural
 

households are either actually 
or potentially self-sufticient or surplus
 

producers for tr.e market. This dualism 
 has now ma or consequences for the 

process of adjustmenr To understand the 
i:.t.raction between Malawi's
 

economic structure and the recent external 
sr.ocks, the substance ot domestic 

policies and growth patterns, along with their implications for the 
content of
 

structural adjustment prograns, future donor assistance Strategies, and the 

likely cost 
and pace of the economic response, 
these factors will be examined
 

in greater detail.
 

(b) External shocks and we.knesses in domestic policies
 

The second oil price increase in 1979 was followed by a fall in the 

price of tobacco (Malawi's major source 
of xport earnings) and a drought 

(which required tooo imports), resulting an increase in the currentn account 

deficit and the debt service ratio (see table i). The war in Mozambique 

raised Malawi's external transportacior costs by $50 million -- close to 

20 percent ot the vaiuc of exports anr 3 percent of GDP by 1984 -- and 

produced an in:lux of refugees thot by mid-l9 5 was estimated to be 450,000 to 

500,000 or approximately 6 percent at the population. _' More generally, the 



Table 1: Macrooconmic Indicators: R.al GDP Growth, DffILt, 
 and Dobt Wanagqment, 1978-1988
 

(In illiun Kwacha) 

Item 19/8 1979 IoU I81 1982 1983 1984 1985 1986 1987 1988 6/ 

GDP Current Prices 

CDP 1978 Warket Prices 

Real Growth in GDP 

(% Annua! Increase) 

853.4 

863.4 

na 

873.1 

860.1 

-0.4% 

937.5 

83b.7 

-1.71 

1103.8 

792.3 

-5.2% 

1242.4 

813.0 

2.8% 

1434.9 

843.9 

J.8% 

170-.9 

890. 

6.6% 

2021.7 

930.0 

4.6% 

2301.6 

940.8 

1.1% 

2871.1 

936.9 

-0.5% 

3484.3 

964.2 

2.0% 

Budgetary Defi it 

As a % of CDP 

1/ 73.4 

8.6% 

84.2 

9.6% 

118.1 

12.4% 

129.8 

11.7% 

114.3 

9.2% 

112.3 

7.8% 

109.4 

8.4% 

122.2 

6.0% 

252.7 

11.0% 

213.9 

7.6% 

158.1 

4.5% 

Current Account Deficit 

An a % of GDP 

106.7 

12.4% 

187.8 

19.2% 

142.3 

15 2% 

139.1 

12.8% 

113.9 

9.23 

178.6 

12.4% 

191.7 

11.2% 

187.9 

8.3% 

139.4 

8.1% 

149.2 

5.2% 

200.7 

6.8% 

Tota; External Debt 2/ 

As a % o' GDP 

196.1 

22.9% 

274.0 

31.4% 

388.7 

39.1% 

426.9 

38.7% 

830.0 

60.7% 

798.7 

56.7% 

916.3 

63.6% 

no na na na 

Debt Payments 3/ 

As a % of GOI-

18.5 

2.2% 

32.9 

3.8% 

47.1 

6.0% 

88.0 

8.0A 

39.8 

3.2% 

87.8 

8.1% 

118.0 

6.9% 

156.8 

7.7% 

214.8 

9.3% 

213.8 

7.4% 

Ia 

Det Service Ratio 9.9% 16.1% 17.0% 22.0% 18.0% 16.0% 18.0% 24.0% 43.0% 32.0% nm 

Exchange Rate 4/ 

(Kwacho pr Dollar) 

0.84 0.82 0.81 0.89 1.08 1.17 1.41 1.72 1.88 2.21 2.63 

Use of IkF Credit 0/ 

(Neot Flow, million SDR) 

6.63 

-3.83 

28.94 

21.41 

47.09 

20.96 

76.28 

27.39 

73.68 

-1.7 

97.62 

23.94 

114.92 

17.4 

121.94 

7.02 

101.35 

-20.6 ) 

77.74 

-23.81 

74.98 

-2.78 

Source: novvrnznant of Walavi, Economic Reports, except where indicatd in notes. 

Notes: 1/ 'nciudes revenue, grantx, recurrent and development orpenditure, and extra-budgetary items. 

2/ -rom IUF (1987). 

3/ Includes payment on principal and interest for all internai and external debt. 

Includa, debt relief meaaurez, e.g. in 1982, from K59.8 mi'lion to K39.a million. 

4/ Market Rate (period average) from IMF (1987). 

6/ Wost recent estirate. For I1F data, Fbtuary 1988; for Government of Malawi data from 1J88 edition. 

6/ tt Iifluw uf I.F fund-, (nu-jat v, sijri ,,dicatas outfiow) from IuI (1987). 
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decline in Malawi's dollar adjusted international terms of trade from a base
 

of 100 in 1980 to a mere 28 in 1987 has 7equired it to produce ever larger
 

volumes of exports cc maintain its real income.
 

Whereas the rapidly expanding estace sector had been the s urce of
 

Malawi's impressive macroeconomic pvrtormAnc in the 1970s, the collapse of
 

world prices o ftiue-cured tobacco in 1980 led to growing bankruptczies oV
 

tobacco estates.
 

(c) The nature of the ad ustment effort
 

To address these macroeconomic problems the World Bank, together
 

with other donors, -7 has financed three Str.ctral adjustment loans (SALs)
 

totaling 
$22 million since 1981. -" The cwnaitions attached to the loans
 

were designed to improve the baiance of pa!meFts, cut the budget deficit, 
and
 

give market mechanisms greater influence in determining prices, wages,
 

resource a4l3catin, and the strucr;re of prodaction.9/ in particular, they
 

invol'ved raising producer prices for smallholders, eliminating consumer price
 

subsidies, an ill-fated 
effort to elinate the fertilizer subsidy, exchange
 

and interest rate as:astments, higher fees 
for public utilities and services,
 

cuts in public expen iatures (together with irersectoral shifts in public
 

investment away tram transport and governmert buildings, and towards
 

agriculture, health, education, and 
housing), and, within agriculture, a shift
 

away from the Nationa! Rural Development Pr2,ram (NRDP), which has been at the
 

center stage o& Malawi's smallholder agricuLtcral strategy since 1978, towards
 

agricultural research and extension. 
 Prowrams for restrucLuring and improving
 

the rmnagemenE (and redet te
n some cases nr m, objectives) ot parastatals 

includrd Liberalioation of the grain market and divestiture of public holding
 

companies omed and operated by Malawi's elite.
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The process of structural adjustment correctly forced reconsidera

tion of some costly policies pursued by the government to achieve growth in 

the 970s. It also, however, involved some hasty decisinos, taken on short

term macroeconomic grounds. to dismantle policies and cut back on investments 

that, while needing corrections, have made sense from a long-term 

developmental viewpmLnt: examples include ,rain markwt intervention, 

fertilizer price sunsidies, and the Nationai Rural Development Program. 

(d) The results of inital adjustrmnnt efton-ts and subsequent shocks
 

As a resuLt ot the policies adopt-d by the government and the loans 

provided by donors, Malawi's current accounL doticit as a percentage Of CDP 

fell steadily in the early 1980s trom it, 1979 peak (though rising again in 

1983 and 1984); ha budget deficit is a percentage of CDP declined from 1981 

to 1985 (see Table 1). However, external torms of trade, which had recovered 

somewnat in 1963 'nd 1984, worsened again in 1965 and 1986 owing to the 

declirne a tibnccho prices. in addition, the influx of refugees trom 

Mozambique greatly inflated domestic dEmand tor government expenditures on 

food and heioith services for the refugees, and increased the security related 

expenditures gc.'vernment has had to undertake to protect its vital trade 

routes. 'he World Bank has estimated the id tLoinal government spending 

directly relatea to the external shocks in 1965,36 and 1986/87 alone to be 

more than 2 percent ot CDP. -1j/ Nevertheless, most macroeconomic indicators 

(e.g., the shares of budget and current account deficits in CDP and the 

debt/service rati) had improved by 1981. m,' 

The eustimportant respunse ot Ln= aconomy, however, lies in the 

performance ot otpuo and exports. By 1987, estate production had not 

regained irs 1983 peak (see Figure 1); smalihoLder production showed a similar 



- 8

lack of aggregate production response (see Figure 2). Changes 
in relative
 

producer prices 
induced by SALs simply resulted in a shift among crops and
 

real per capita CDP Look a sharp plunge from 1965 to 1988. 
 In response to
 

sluggish growth and new external 
shocks, donors (the World BanK, EEC, ADB,
 

USAID, and Japin) 
 financed an industrial and trade policy adjustment loan in
 

1988, and are planniing an agricuiLtril sector policy loan in 1989; the
 

experience of the last two decades should provide useful
some lessons for
 

these operations. Central to this experience is the dualistic structure of
 

Malawi's agricult re, reviewed next.
 

(e) The evolution of dual ism and steps needed to curb it
 

The government's pursuit of 
an estate strategy to achieve rapid
 

growth in the 1970s can be explained by Malawi's extremely 
 low income levels, 

and the need to achieve tiscal self-reliance And export growth relatively 

qaickly. The consequences of this policy, and the relevance of those same 

considerations 
ror meeting the contemporary ail, nas cA growth and equity, 

will be examined in order to learn lessons for policy.
 

Malawi's estate-based agricultural 
sector evolved from a combination
 

of factors. These included the need to reduce 
the economy's dependence on
 

British grants in aid, 121 
Rhodesia's Unilateral Declaration o Independence 

(UDI) in the mid-190s (which created a major opportunity fcr increasing 

Malawi's tobacco xports), the government's oojective of creating a landed 

middle class, and finally its skepticism about the ability of the smaLlholder 

sector to respond quickly and reliably to economic opportunities. 13/ 

To establish estates pri.ate indiwiu'.,is ha~e been issued leases and 

then grantrqd licenses to grow burley and flue-cured tobacco and to sell their 

products in domestic 
ductios (and internationally) at market pcices offered
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Figure 1: Estate Production of Major Crops, 1970-1987 

(In Thousand Metric Tons) 
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Source: Estate production from Government of Malawi, Economic Reports. 

Figure 2: Smallnolder Production, 1982/83 - 1987/89 

(In Milllin Metric Tons and Indexed) 1/ 

Smollholder Production Smollholder Production index 
I ..- l07n&I&4.I/6- I4T,/44A 

1.1/ 

0t1 

Source: Smallholder production from Gove-nment of Malawi, Ministry of Agricu'.:i:''2 

Note: I/ The graph of sniallholder production in metric tons illustrates the
 

dominance of maize and the graph of crop production indices shows the variations
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by pri',ots buyers. 14/ Smallholders, on the other hand, have not 
been allowed
 

to grow either burley or flue-cured tobacco, and must sell the irieties they
 

grow (dark-tired, sun-cured, and air-cured) to ADHARC, at fixed prices.
 

Unlike most other African countries, Malawi has not taxed its agriculture
 

through an overvalued exchange rate; 
on the other hand, smallholders have 

tended to receive a relatively smAll proportion of the revenues obtained by 

ADMARC from tho vtnal sales of their output, resulting in a tax on
 

smaliholders of upwarus of 50 percent, whereaS 
the estate sector has remained
 

largely untaxed.
 

The differential rights to grow and sell export crops have had a
 

powerful adverse impact on smallhoider agricultural growth. Despite
 

substantial investments in the smaliholder sector by donors and the govern

ment, and despite Maiawii's relatively superior record in the implementation of
 

rural development projecLs, marketed output 
ot most smallholder crops, with
 

the exception of maize, has stagnated or tallen. 
15/ As aggregate subsistence 

requirements nAve risen with populat in r-.z.o., and with increased land
 

pressure, the area under smallholder maize nas expanded. The growth in maize
 

output, however, nas been well below the gro.tn in population; thus per capita
 

maize production has in all likelihood declined. 16/
 

The greater return accruing to esLate operators has also led to
 

increased demard for establishing tobacco (ospecially burley) estates, and a
 

higher incidence at tenancy. The average sine of estates 
has declined over
 

time, yet their numers and share of 
total arable land have increased, while
 

customary lana area tor smallholder cultivation has declined. 
-- A
 

substantial portion Ot the estate land remains under Lil 
 ned -- only 0 to 

8 percent is reported to be cultivated, -18/ and population growth in customary 

areas nas resulted in a rapid decline in the average size of holdings and area
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cultivated. 19/ By th 
 year 2000, per capita Land availability is expectod to
 

fall to 0.26 hectoare nationally, and in the southern region, where 
over 50
 

percent of Malawi's population lives, to a minuscule 0.18 hectare. 20 
 These
 

various tactors explain the 
increased dependence ot smallholder households on
 

the market for wage emoloyment and tood purahasas, the declining soil
 

fertility, and Lhe 
drop in the real wages ot a.skill ed labor. 

High tood prices, such as those failc'ing liberalization of the
 

grain market, must be oonsidered 
in the context of poverty and the adverse
 

income effect on poor households, as a larger proportion of their income 
is
 

devoted to food expenditures, 
while their better-off counterparts are
 

generally seil-suiticient. 211 Similarly, nigh fertilizer 
prices, such as
 

those resulting trom devaluations and reductions in suhsidies, must 
also be
 

considered it, light f the inelastic supply of 
land and itS declining
 
productivity, d 
 iongth the need to increase production and income among low
 

income, toed deficit, small-scale cultivatorb. Finally, the recent, shift 
in
 

estate growth to he less populated North must Also be considered in equity 

and efficiency terms.
 

One effective way 
in whicn MaLawi can achieve broad-based growth
 

relatively quickly 
in its production in the agricultural sector, as well as
 

create rapid and 
suitained oif-farm employment by fostering linkages of
 

smallholder agricitural growth with 
the rest c: the economy, is by granting 

licenses to smallholders to grc.w crops which they already produce and export,
 

paying them near interlationaL prices, and introducing a more eqi table and 

progressive, albeit mild, taxation of the export crop earning o both small 

and Large producers. Such polici s over te list three decades havy resulted
 

in a rapid and broad-based growth in smaliholdwr agriculture 
in Kenya which
 

also inherited a strongly dualistic ag-icultural sector. 2-1
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The strategy of 
rapidly increasing production of existing crops for
 

export in the short to medium 
run (3 to 10 years) should be distinguished from
 

diversification of production into completely ne4 crops, which donors have
 

been recommendirng. 
 Based on a review cf the experience in Africa covering a
 

period ot well jver two 
decades, the MADIA stcdy has concluded that countri.s
 

who tried tc vivvrqity too quickly in the 
I70, and pursuou at best a policy
 

of benign neglect towards their existing agricultural actizities, have done
 

poorly in relation vo those who acti,_fl,/ dev-loped their existing sectors,
 

while methodically pursuing a long-rur diversification strategy. Ths,
 

Yhereas Africa as a whole has 
lost shares in world markets, some individuai
 

countries have gained them. Malawi is one of rhe 
few African cointries that
 

has concentrated dvel.opment strategies on 
existing products, and it should
 

maintain tnat record With 
rnewe effort. To be successful with this
 

strategy, however, Malawi 
will need to more actively explore export markets
 

within Africa (.4., tor sugar, cotton, maine) and elsewhere (e.g., for
 

tobacco), and work to increase competition among its buyers, including in
 

internal auctions, tor instance for tobacco. Donors who have largely ignored
 

the 
important pracLtical implications of increasing exports through development
 

of existing ,,ricultral activities and have 
iAstead advised African countries
 

to diversify out of traditional agricultural exports, could better assist
 

Malawi by endorsing an active export.promotion strategy for its traditional
 

exports.
 

Other Land policy options requiring irgent consideration are (1)
 

prohibition aoanst turther alienation of customary land, 
(2) land taxation,
 

(3) ceilings con t size ot lease 
holdings, (4) a more ettective torm of 

securing Ia.A rights in customary areas, (5) land use planning for both the 

estate and the smaLlholder sectors, and (6) regulation of tenancy rights. 
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While the SAL process has opened up discussion of these important policy
 

areas, which previous project lending had overlooked, real policy reform will
 

be achieved only when There is a clear political consensus within Malawi on
 

the need for such retoum to ensure robust long-term growth. Recognition on
 

tho part of donors that implementation ot reforms 
along these lines can occur
 

only in a relatively medium-term (five to con year) context, rather than on
 

the yearly time horizon of SALs, is also urgently called for. This is not to
 

suggest that there is no urgency regarding the land policy issue in the
 

formalatio, of policy, but simply to recognize the complexity of designing a
 

policy which iq hler-ntable and has 
a strong internal political consensus.
 

This development will take time and its progress can 
be monitored actively by 

donors. Relatedly, the pate of the shift from production to consumption taxes
 

that is being introcu:ed in Te context of rationalizing Malawi's tax system
 

needs to be c:ordinated with progress on improving the distribution of land
 

and income, through expansion of riphLs to grow export crops and to earn
 

international price. , if th2 pota.;tially re;ressiVe effects of such shifts are
 

to be avoided. It follows then that the slower Malawi progresses on reducing
 

income and asset disparities, the more necessary it will be to have
 

counteractive substo-es to maintain the consumption and production 
levels of
 

the poor.
 

(E) Relativ. efficiency ol the smaiholder and the estate sectors
 

Widely accepted studies, mainly based on experience in South Asia,
 

show chat, c terisS Laribus, small farms are at least as productive (in terms
 

of yelns per nnocr,rw) 
as large ones. 23/ A adt erent picture emerges in 

Malawi, wher, tOacCo yields are as much as tour times higher on estates than
 

on smatlho.dings; but 
estates are also able to use considerably more imported
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inputs (made possible by their easier access 
to credit, as reflected in
 

increased commercial loans to agriculture). 24,' In an analysis of the
 

relative efficiency of the smallholder and estate sectors, 
Lele and Agarwal
 

(forthcoming b) tind that domestic resource casts (DRCs) .-- for
5 flue-cured
 

and burley tobacco grown on estates are substantially higher than .hose for
 

smnallholders. On thE other hand 
(and quite surprisingly;, DRCs for
 

smallhotder sin dried 
and dark-tired tobacco are significanly higher than
 

those for burLey and rlue-cured tobaccos grown by smal holders. 
 While all
 

calculations of DRCs must 
be 
treated with caution, these estimates suggest
 

Chat the current 
official distinction between estate and smallholder crops 
is
 

not only inequitable but may also be inefficient, and that opning up burley
 

and flue-cured tobacco production to smallhoLders may well be 
a more efficient
 

strategy than confining smaLlholders to growing tobaccos with higher resource
 

Costs .
 

I:creasing stoaLtholder land productivity nevertheless 
pses complex
 

problems 
and will take time to achieve results. Donors will need to recognize
 

the greater demands 3n recurrent budgetary resources 
and trained personnel of
 

a broad-based de.'ilctment strategy. fncreasing shortages of government
 

revenues, on the 
oter hand, put a premium on development strategies that
 

minimize recurrent jovernment expenditures. Such strategies tend to emphasize
 

trade-ofts bet er: 
 growth and equity in the snort run, although there is a
 

strong congruence between these two objectives in the long run. The and
level 


type or government policies 
and donor support needed to achieve sustained
 

growth in the smaIlhot1jer sector, and the time required to achieve this, 
is
 

discu~sed next.
 



- 15 

2. RELATING MACROSTRUCTURAL ADJUSTMENT TO
 
MICROSTRUCTURAL CONSTRAINTS: THE TIMING AND
 

CONTENT OF STRUCTURAL REFORM 

Because poverty and subsistence ,or near-subsistence) agriculture is
 

accompanied by high 
risk aversion, stability of policy and institutions is
 

critical to maintain ,jconducive production environment until a variety of
 

microstructur l prociems are solved. By 
 the term "microstructural" mean
we 


reforms needw L, icni,.,e household leve improvements in, e.g., land 
use or 

tenancy ,rranenenrs affecting farmers' pr'odaction decisions, or the
 

introduction of new 
high yielding technologies to increase productivity.
 

Restoring convenricnal macroeconomic balance, 
on the other hand, has required 

reductions in fiscal deficits and correction of external trade and payments
 

imbalinces, or what we call "macrostructural" retorms. For example, while
 

past fertili.er subsidies did 
not reach food duficit farmers directly,
 

increasing the 
use of fertilizer among small 
 armers witl, 
 in all likelihood,
 

require subsidies to encourage small farmers 
t adopt new cechnology. To 

avoid a maci accnomi, problem, compensartry '-x pend!ture reducing or resource 

mobilization policies will need to be pursun:d 
Flsewhere in the economy.
 

Similarly, the food price stability enjoyed by the poorest 
households as
 

consu.ers (through sales maizeADM,' RC's of ai tixed official prices), 

protecting them from the 
fluctuations ot open market operations, will involve
 

budgetary cosis. 
 itore a more detailed discussion of the impact of SAL

induced reducrions in constuner and Vertilizer subsidies on rural households, 

the role of prices in agricultural modernizatLon and consumption will 
be
 

considered. In additron, nonprice factors, including the availab,,ity ot 

agricultural i chni ,oy, supply ot credit, nt..rae, transport, and the 

changing role or .*JM.ARC, need to be used acLively in future policy to 

compensate for te adverse effects of price reforms 
on low income households,
 

http:fertili.er
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and to bolster the limited effect that price adjustment plays in increasing
 

aggregate production.
 

(a) Suosistence production, food 
security, and prospects for
 
agricultural diversification
 

The fundamental importance of 
improved technology in Malawi's
 

agricultural mcderni.::ton and the -;cope thlr exists 
[or it is appreciated
 

when it is recognized that tess than 5 pettr., of Malawian farmers cultivate
 

hybrid or improves maize. In contrast, over o0 percent of small farmers 
do so
 

in Kenya.
 

The producvr pricing policy exper:e.ce in Malawi confirms the
 

results 
from other African countries which the MADIA study is accumulating,
 

namel' that a,,r-.eiu 
 supply response to prodver price adjustments tends co
 

be low. Relative prices, however, play an 
important role i, intluencing the
 

composition or procLction. 
 Consurptici concerns drive government pricing
 

actions, whereas production concerns d.ive toe donors. Both tend to lead to
 

overadjustments 
im raiative producer prices, ,specially in the context of
 

uncertain short-run trding possibilities, to aompensate for over or under
 

supply. 
 This pricing policy experience Hmpiasi.es the fundamental importance
 

of nonprice tactors 
in achieving moderninat:on.
 

Malawi's maize producer prices moved largely with world market
 

prices tor most ot the 1970s, though well 
below world levels. A national
 

concern for iood seLt-sufficiency arose 
for the first time in the late i970s
 

when, despite tne 
doubling of the official consumer price between 1914 and
 

1979, ADMARC's maize sales grew consistlnt y throughout Ltose years, reaching
 

a peak of 150,000 tons in 
1979/80 atcer a maize production drop of 15 

percent. Delays in obtaining urgently nueed imports of maize to shore up 

http:Hmpiasi.es
http:exper:e.ce
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dwindling domestic stocks hardened 
the government's determination to become
 

self-sufficient in maize production, relying primarily on 
rhe maize producer 

price to operate a bdffer stock. The government's official maize producer 

price increase or 68 percent .n 1981182 was clearly excessive, resulting in 

both a growing maize surplus, and maize expcrts undertaken at a loss. On the
 

other hand, the owners' realignment of smallhoiJer producer prices away from 

maize towards 4r&uzrinuLS, tobacco, and cotton juring the SAL period between 

1981 and 1986 ksee Fiure 3) was just as excessive. By 1936, the Malawian 

maize producer price nad dropped substantiailf in real terms and was only 50 

percent of Kenya's producer price and O percent of Tanzania's (all measured 

in purchasing p - part? exchange rates). 20' Not. surprisingly, estimates 

of aggregate s~ppl 'y r .sponse with respect to price changes are extremely low 

(0.16) in Malawi. 2?- he maize producer price policy experience clearly
 

suggests the need to A.'oid making abrupt cnanges in the prices offered to
 

producers in either direction, to pursue a stLoAe maize producer price while
 

maintaining par~iy wlih the long-term internaL'onal price trends, and to place
 

a strong emphasts or productivity increasing (nonpriceY measures in the
 

future, in the context of which the 
role of tertiLizers is crucial.
 

(b) Fertilizer priciny and sabsidy policies
 

The need for flexibility, and awarenesw of the complex micro 

dimensions of agricultural development in casn.odering alternative policy 

options is evident from the experience with the Fertilizer Subsidy Removal 

Program (QSRP)-- and [rom the number n- unanswered ,questions that still 

remain about how precisely an erticiek.t and equ:table tertiLizer policy should 

be implemented. Malawi has had a more eetive fertilizer policy and a
 



Figure 3: Export Crop Price / Maize Price Ratios of Smallholder
 

Producer Prices, 1370-1987
 

12
 

\ 
/. 

z 
2../ 

9
 

7
 

-2 1: ;4 !.4 37 37 17 118 AO
S970 7 197 


w n

from Ministry o fAgrvlc l u e 


Sma lholier producer prices
Sources: 

of alawi, Economic Reports.


19 7 1 B r *mGove =nent
updated for 

te
 

No 

,ote: Pro'ducer pri.ces are for growing season (i.e., 1970 =1970/71).
 



- 19 

better record of growth of nutrient consumption than elsewhere in
 

Africa. -28/ 
Sirce 1983, thanks to an excellent Fertilizer Revolving Fund
 

supported jointly by IFAD ano 
IDA, the program of teriizer distribution has
 

received an additionai boost in a variety of ways discussed below, and this
 

support by donors mus: continue, to ensure sustained growth in nutrient
 

consumption. Due to high transportation co-rs, however, MalAwi's 
nutrient
 

prices relative to mai::e prices nave gereral~ been quite Kigh -- up 
to two or
 

three times as high as 
in Kenya (ever thoun Malawi has had a mild subsidy on
 

fertilizers while Kenya has 
none), ta only exception being 1931/82, the 

period in which the Malawian government rals.d its maize price sharpl'y (see 

Figure 4). By 197, Lhe Malawian fertili:z r price/ortici:l maize price ratio 

had again beccme nIrlv three times that in Kenya. In the 1988/89 growing
 

season, the government raised the producer price ot 
maize by 44 percent and
 

the price of fertilizer by only 11 percent. The resulting decrease in 
the
 

nutrient price/crop price ratio will make :ertilizer 
use more attractive to
 

producers. 
 At the same time an increase ot this magni tude in th price of
 

maize will hart food 4&icit households, unss consumer prices are
 

subsidized, which in ail likeLihood would 
cost more than a tertilizer subsidy.
 

Althougn Lihe FSRP was a central 
element of the World Bank's and
 

USAD's second SAL in Malawi, 
donors reluctantly agreed to an extension of the
 

subsidy removal period when currency devaluations and higher external
 

transport costs in 
thi 1984/85 crop year resulted in large increases in 

fertiL izer import ,sts. 29/. 30/ Continued concern about the budget deficit 

meant, rowever, >nat .ine FSRP again became a central part of the third 

Structural Ad j anmanE Loan on gZrounds that ( i) larger sml holders were the 

main beneficiaries O: the program, (2) there were major leakages of subsidized
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Figure 4: CompaLltive Nutrient Price / Maize Price Ratios For Malawi,
 

Kenya, and Tanzania, 1972-1986
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fertilizer to 
the estate sector, 31/ (3) withdrawal of the fertilizer subsidy 

contributed little to sharp fertilizer p-ice increases, and finaily, 

(4) farmers were 
unlikely to be responsive to the fertilizer price increase,
 

especially as the SAL implementation schedule called for sahsidy removal 
to be 

accom.anied by nhe introduction o high analysis fertilizers (LtAF), to reduce 

tVe impaL of adverse price effects on Fertilizer consumption. 32/ 

Prices determine only part 
of fertilizer profitability, however, the
 

other elements bhkn a variety of nonprice factors, including in particular
 

fertilizer responsiveness and access. For 
the reasons discussed below,
 

Malawian farmers apply 
fertili.er predominantly on traditional maize
 

varieties, in contrast to Kenya where a great deal of .nai-lhotder usage is on
 

higher yielding h'brin maies. Malawian fertilizer response coefficients for
 

traditional maize are similar to those for hybrid maize 
 on medium potential 

areas in Kenya, but 
their high responses do not compensate adequacely for the 

more unfavorable nutrient price/maize price ratLio irA Halawi. Kenyan small 

farmers also us, nearly 45 percent of fertilizer on higher vaine nea and 

coffee, for which they receive international prices, yilding them higher 

incomes relative to smallholders in Malawi. Because MlaAwian smallhders 

produce predcmantly maize, they are less able to wi'c.hstand high input prices 

witho.t a subsidy and/or credit. 

Contrary to donor expectations, increases in the nutrient price/

maize price ratio caused the area under hybrid maize to drop from an already 

low level of 5 percent of the total in 1985/86 to 3.1 percent in 1986/87, and
 

the area under composite maize fron 2.2 percent to 1.2 percent. -33" Nutrient 

consumption teL i 1934/35 before recoveri:,, aAin in 1985/o, th decline 

contributing to market price increases. EsLirates ol fertili.er demand 

elasticity based on time series data 
suggest levels of between 0.26 and 0.35,
 

http:fertili.er
http:fertili.er
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with respect to nuirienr price/maize p:ice ratios, depending on the model's
 

specification. Interestingly the elasticity of demand with respect 
to
 

nonprice factors trns out to be higher (0.58 or 0.67). 3A/ 
 This is fully
 

consistent with the experience elsewhere in the developing world. --- Indeed
 

Malawi's own rural dwoelcpment expcrience o'.'r the past two decades also
 

indicates that becaiie 
it takes time to alleviate nonprice ccnstraints to 

adoptiun, the aboluion of fertilizer subsidies, wiLhou: the time to address
 

these constraints, will penalize the potential users of fertilizer. In this
 

vein, it has become generally accepted in the last twelve months among donor
 

circles that .'a iability of credit for Malawi's potential producers of
 

additional maize ftr sel f-consumpt ion 
is crucial [or future diffusion of
 

fertilizer use. 2-2 Further, gradual repl .cement of low analysis 
fertilizer
 

with high analysis fertilizer (HAF) is an effective means of reducing the cost
 

of fertilizer, alt0ough donor nxpectations for the speed of replacement turned
 

out to be overLy optimistic. Despite the errcrs of overoptimism, however, a
 

strong positive eie:r:ent Af the SAL process has been that it has led to
 

consideration o a number of additional ways 
to broaden access of small
 

producers to services. For instance, a program for 
packaging and distributing
 

fertilizers in small nag, has made much progress in the past two 
years, and is
 

increasing the physical availabiLity of fertilizer among small farmers. In
 

time, reliable and rimely supplies of fercili::ers, together with measures to
 

shift maize produ:tion from traditional to high yielding varieties are likely
 

to become more signific:nnt in dterminin, tertilizer use than the nutrient
 

price/maize price rania. In the meantime, cne 
merits of a fertilizer sobsidy
 

targeted exp.iziil. to the 
lowest inacme tarmers -- inclidin, th possibility 

of its re distribution -- are also Oeing eotertained by donors. initial 

estimates show, however, that the budgetary cost of thi option is greater 



- 23 

than that of a generalized smallholder subsidy which the Malawian government
 

has favored. 
 liow to avoid leakages of fertili.-ers is an issue if tree 

targeted distribution ii' undertaken. Recall that during the cocurse of SAL III 

it was donors who favored abuli Thing the subsiyo an grounds -I leakages; this 
possibility stil exists, although leakages r:-m a program targeted toards 

very low income prJdL1Cers may well be morwu 4,srd better-u f smill farmers 

Ltan estates. A "rcAL deal will depend On "n.r:tner a targeted suosidy is 

politically feasiu!e and administratively implementable. 

More generally, the policy approa:h to fertiiier subsidy 

expenditures wiltL dpend critically on whet.[her the macroeconomic and long-term 

sectoral contexts are considered in a comp, .mentary way, and whether diffterent 

policy instruments and objectives are w'eigl'ed at a given point in time, and 

over time. For instance, the governm1nt's ability to rnobili:-e additional 

resources more equtaoly within the economy (e.g., from estates as well as 

smallhoLders) ani tLo reduce expenditures :n otner areas, wilL clearly improve 

its abit ity ,-, franc either a targeted or a more general subsidy. 

Similarly, donors mi g'ht consider financing the internal onal cost Of 

transportation o tertilizer as one way of promoting its inte-rnal use. Thus, 

within broad gu'.duines that include several c5:ions, donors need to adopt a 

flexible and clearly monitorabLe approach to fortiLizer policy cha places a 

strong emphasis on ! arning by doing, and is subject to periodic review and 

revision without takin,, a deterministic position on the desirabilit7', of a 

single approach.
 

Fortunately donors have begun to replace the idea of removing all 

subsidies With that ot retaining ihose subsidies that support long-term growth 

among the poor. They have also started to appreciate, through experience with 
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the SALs, 
the paucity of knowledge about 
the best ways to interven2 in
 

smalLholder agricuLture and the need 
to learn by doing. 

Valid concerns about poverty alleviation need 
to be combined with
 

due consideration C7 
the needs of 
the more dynamic commercially-oriented 

smaliholdeis, 
so tnar Correcting Lhe imbalanco of 
initial SAL atferts by 

focusing on the poor does not make the pnJaL[m swing once moje excessively 

away from groLn in favor of poverty alleviation. The medium sized 

smaLLholder Froaucers who benefited the most from NRDP will in all likelihood 

continue to be Ehe backbone ot growth in marketed production, whereas 

assisting the poor witL not require efforts to increase their production but 
rather active pulicLes to protect their consumption. The discussion of 

consumpoion 
issues tollows.
 

(c) Grain marketing liberalization and the role of ADMARC 

Experience show- that ensuring rood security in Malawi requires
 

emphasis on increasing maize productio, not u-ly at the Level of the food 
deficit households on which we have focused so far, but also on maintaining a 
[offer stock to achieve int-a- and interyear price and supply stabilization. 

This will in all likelihood be 
a loss making, operation requiring a subsidy,
 

and 
therefore maxim,:ing the efficiency of 
butfer stock operations is
 

obviously crucial 
for iAs viability.
 

The importance of 
the need for a buffer stock was demonstrated in
 

1986/87, when grain market 
liberalization coincided with a large influx of 
refugees. As 
a rsult, ADMARC 
ran oiL ot mii: e stocks and market prices ot
 

maize increased sharply, reachin, thre: to tur times the oft iciAl price 

(which in turn adversely aftectPI ADMAC 's abi liLy to purchase grain in the 
market for 
resale, reoucing real incomes ind 
welfare of a large number of 
food
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deficit households). Moreover, Malawi's transport situation dictates greater
 

autarchy to achieve food security than has been typically advocated by
 

Upors.37/
donors. 
-_.7
 

ADMARC's domestic maize sales reachei an all-time high of 286,000 

tons in 1986'87, although informal market maize prices in Blantyre in the 

southern region in 19S7/88 (after liberalization) were as hidh as 45 to 60 

t/kg compared La ADMARC's purchase price oA 20 t/kg. Subseq.~nt field surveys 

show that 90 percent at households in the southern region had run out of their 

own maize stocks and had little cash with whin to buy rood. 38/ Tracitional 

intra- and incerhousehold support sysitcns Droke down, as indeed they have in 

other developing countries in periods ot food shortages, and the only option 

for many poor househAods was to accept employment on more prosperous farms to 

pay for maize purchases. But this short-term solution hindered farmers' 

timely land preparation on their own plots, thus adversely at :ecting their 

next year's lood supply (an important issue Lo keep in mind in the timing of 

employment when planning any scheme for providing food or fertilizer in 

exchange for work). _3 Ofticial maize prices had to be raised once again in 

19881/89 to improve Lne balance between food and export crops. 

Food imports (including food aid) to achieve food security are a 

more Limited option in Malaw i than general pAlicy papers on the subject from 

donor agencieS Lend to imply. Not only are imports risky because of border 

security probiems Oven if donors paid taor n e nigh transportation costs), but 

due to Malawi's very limited transportation capacity, food imports have tended 

to come directly at the cost of the timely arrival of other critical imports 

such as fertilizers -- in turn jeopardii: ing thi tollowing year's lood 

production, food security, and possibiLic . zr agricultural diversitcation. 

Donor assistance in the transportation sector might improe this 

http:Upors.37
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situation. But in the short and medium run, ADMARC r:mst maintain large enough 

buffer stocks and cover a sufficiently wide geographical area in order to sell 

maize in adequate quantities to maintain prices. It must also be in the 

position of buyer of last resot to ensure a market and promote modernization 

and intensi!ication ol smallholder production. The two clear phases of
 

official policy toward ADMARC between 19.3 and 1986 are of considerable
 

significance in the current context of (1) maize purchase and sales operations
 

and (1) buffer stock policies. The experience is reviewed here briefly.
 

() Phase I: The genesis of the government's increased role in grain 

market ing. 

It must be recalled that donors involved in rural development 

projects in toe early 1970s thought that an increase in the number of ADMARC 

depots for buying and selling mniz, and distributing input packages to 

smatinolders was necessary to stabilize prca4cer price and promote maize 

production. They ure-d ADMARC to expand act iv'it ies, including in the northern 

region, where ADMAIC ndd been reluctant to trade on grounds of high transport 

costs. They ccnstvered the indigenous tradin sector -- which then included 

Asians -- too weak t handle the increased production emerging from rural 

development projects. 40/ Later during the mid-1970s, the Malawian 

government's psiocivs to prote't Malawian traders by curtailing the activities 

of Asians in maize and restricting the latter's residence to four urban areas
 

had the generally acknowledged result of a sharp decline in trading activity
 

in the rural sect.r, Qspecially as the policy "ias not accompanied by an overt
 

atLempL to d.ei q, .Lawian trade. Kenya ino Fanzania, with their qaite 

different ideological backgrounds, also restricted their Asian trading 

communities in order to develop African enterprise, although the restrictions 
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took different 
forms. While scciopolitical, rather than ideological
 

considerations prompted 
the policy of indigenization, the government 
(as in
 

other African codncries) ended up having to 
play a more active role in the
 

maize tade -- MaL.W'-s case
in th'ough expanding ADMARC's operations. As
 

ADMARC's purchasing centers 
and maize purchases increased (reaching 120,000
 

tons in 197S 79), so did the unit 
cost of :ficial maize operations, at least
 

in the initial period. 
 These increased costs had 
to be subsidized and were
 

financed througn profits made by taxing tMe 0 percent of 
smallholders
 

producing tobacco. 
 The redistribution of 
income within the smallholder sector
 

from commercial smaL producers 
to those Living in food deficit areas -

including below-subsistence maize producers, 
needs to be considered in terms
 

of future policy options.
 

The SAL process has since required c ,at the financing of each ADMARC
 

crop account be made more transparent, and that the Treasury, 
rather than
 

ADMARC, be expected to provide the funds needed 
for grain price and supply
 

staoilization. 
 This makes tne costs of stabilization overt and is thus a
 

cesirable policy in principle. 
On the other rand, efforts to follow such a
 

financ~ng approach elsewhere 
in Africa have 
run into difficulties, as
 

marketing boarls could 
not obtain funds 
from their treasuries on a timely
 

basis. This lack of adequate working capital explains 
in large part the
 

financial difficilties experienced by parastatals 
in those countries. 41/
 

Financing intervear stabilization is not 
only critical for maintaining
 

consaMpcion and increasing prodution through the 
use of modern technology,
 

but t is also ,aparticulariy difficult task, 
as the demand for and supply of 

maize through 3t ficiat marketing channels fluctuates widely from year to year
 

in Maiawi, as els-..nere in Airica, and has oeen difficult to predict. 4Y
 

Most aeveloping country governments consider their ability to meet 
volatile
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food demand to be essential both for maintaining political stability and 
for
 

ensuring social weirare. Widening price bands and 
taking greater account of
 

the regional an seasonal 
costs of handling grain will of course reduce the 

costs cf stabibtzatton, and this is one aim of the reform programs. 

Nevertheless, it may be difficult to avoid the inherently loss making nature 

of year to year price and supply stabili:a:n 'perAtions altogether. The 

likely costs and tenetits of alternative sLani iiation levels now need to be 

worked out 
by taking into account the experiences of other developing 

countries. Malaw"'s own experience with buffer stocks provides useful lessons 

about the impact of external shocks on tne policy itself and its
 

eftect'eness.
 

(ii) 	Phase 11: The ,enesis of the government's buffer stocking policy. 

Unlike the experience o! many otner countries that have established 

buffer stocks thrc..gh the use of external assistance, ADMARC attempted to 

financ2 the cfnstricnian of sitos and stOus by borrowing at a time when 

interest races ,ad increased sharply in 1933/14. Owing to macroeconomic
 

difficulties and o-dg.vt constraints, che government was 
unable to 	reimburse
 

ADMARC for either tne silos or the working capital needed for stockbuilding,
 

thereby contrioutirg substantially to ADhARC's growing financial
 

difticulries. ADMARC's 
profits fell by 50 percent in the single crop year 

1983/84. After an apparent recovery in 1914/35, its finances deteriorated 

very sharply into sbsta-tial Losses in 	1955,3 and 1986/87. A com-ination of 

rising operating cvsts, talLing tcbacco profiPs (due to declining world market 

prices), and 
SAL- asea 	 credit ceil.ings meant t ;at ADMARC's a llity to purchase 

maize through ;Ls w:jaLy di ttused marketing network serving remote areas had 

been substant:ially unlarmined.
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In view of Malawi's sharply deteriorating macroeconomic resource
 

position, donors conc'uded that the ccrrect response to the increased cost of
 

ADMARC's operaions was to liberalize th grain market. Prior to the. 1987/88 

marketing seaeo:, 1.3 markets were closed (witn the southern region, which has 

the greatest mrew jipendence on ADMARC maize sales, losing 109 markets),
 

although the numrer of markets in the less ptp,lated North increased by 14 

seasonal markets. The timing or liberali.zatKLn, however, turned out to be 

unfortunate, nct 6rl y because of the growing rflux of refugees, but also 

because it had not Deen preceded by a policy, ., building indigenous private 

sector grain hanci.ng capacity. It must be recognized, however, that even it 

the private sector had been more competitive, a large majority ot households 

who aid not casmar ayaquate purchasing power to buy tood at market prices 

would have suftered, as the market would have been efficient in transferring
 

grain surpluses tC those who command greater prrchasing power. 43/ 

The experience of the post-liberakl.at ion period suggests that the
 

goals of a long-term pricing and marketing poli:y in Malawi 
need to include:
 

(1) a rise in ADMRC's efficiency, (2) the pr:'ision of intra- and interear 

price and supply stability to protect 'nulnriad producers and consumers, 

(3) an active pcA>:! to develop Malawian prl.ate trading capacity, (4) a 

deliberate approach co changes in maize prcing and marketing arrangements, 

and (5) an equal' o liberate policy towards changes in relative prices. The 

increased groundnut production that resat.j :rom changes in relative prices 

turned out to be premature, as ADMARC made lozsses on the groundnut account 

from 1984/8D to 190,647 (owing to lack of in export strategy. which could not
 

be developed quickly in a period when the world market for Malawi's 

confectionary nuts was receding). 44/ 

http:post-liberakl.at
http:hanci.ng
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The special need 
for active promotion cf indigenous Malawian trade
 

and transport cannot be overemphasized, 
as Malawian traders currently have
 

little access to finance, market information, or transportation. 45/
 

Improving access 
 c transport is particularly "mporrant given the low and
 

apparently dec in n mobility of 
the majority ot Malawi's rural dwellers and 

the fact that rr..ap rtation costs have risar more rapidly tnan the general
 

cost of living. in this 
 context it is importat to note Lhat compared to
 

elsewhere 
in Africa, Malawi's transportation constraints 
are due less to an
 

inadequate feeder road network and its poor maintenance than to the lack of 

purchasing power among the poor 
to command means of transportation. ,Malawi 

has an excellent record on road construction adr maintenance compared to other 

African countries, bat Malawi's liberal import policies in the face ot its 

skewed income distribution appear to have rescited in a greater decline in
 

imports of 
bicycles than of larger commercist vehicles, reducing mobility of
 

low income housenoids to a great 
exteni. This is illustrated by the fact that 

nearly 85 percent of the traffic on DRIMP roads consists of pedestrians. 4' 

Unless private traders' investment in transportation and grain 

purchases incr.ases, ine closure of ADf .ARC's marketing networks may mean that 

agricultural suppiy responses from the smallholder sector 
will not occur.
 

ADMARC's outlets may well have 
to be maintained ano Lheir unit 
costs Of 

operations reduced by increasing 
the volume ut fertilizer and otner inputs
 

handled.
 

(iii) The vicicu; circle of subsistence and .,ery orientation. 

We now Lvrn to the factors constrain:i, adoption or improved 

varieties of maLzc aL the tarm level. In ihis context it is important tc note 

that the knowledge base in Malawi 
is superior to 
that in other African
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countries, becaa-e of its exceptional record on maintenance of 
agricultural
 

statistics. Nevertheless, the precise roies 
 f (1) consumer preferences, (2) 

fertilizer respcr.si.eress, (3) storability 6i maize, and (4) small farmers
 

access (or lack OL it) to knowledge, credit, 
and inputs in limiting the
 

adoption of impro.ved technologies are still rot as well under tood 
in the
 

Malawian context As Lney need to be. This is aje in part to a lack of program 

evaluation basen on rojtine tiel-d-level da-a as!lection and analysis to fine

tune intervent ions, but particularly due to thk shortage of trained and
 

experienced Malawian natio als 
to undertake Lnis task. As a result,
 

development programs are still excessively influenced by external actors
 

visiting for i snor duration rather than by Oohse halawians directly involved 

with rural de.i AfF,L Both donors and goverrlment have emphasized brick and 

mortar in the past, and need to place a very strong emphasis on the 

development ot hima1 n zapital in MaLawi to improve the quality of planning and 

impl ementat ion. 

The most frequently used explanation for the slow adoption ot 

improved maize in Malawi 47! was offered by Ellis as early as 1959, namely 

Lhat .alawian households strongly prefer the traditional flint maiaes 
for home 

consumption, Uecoase ot the type of maize flour (ufa) and the residue (nsece) 

produced from ltln;, 
through removal of the germ and the pericarp by soaking 

the grain before 1L is pounded into A fine tLor. To quote 1l1i.s directly: 

"The Africans 6t Nyasaland definitely preter tKint to Lent, partly because 

the former stores better, but mainly because of the belief Chat AL is 

superior for tne pr oration of maize flour by their trnditional 

mern 481 P'b preterence for flints is repuriedly so intense that the 

smal purcentag or smalnoioders growing der.t hybrids mainly grow it tor sale 

to ADMARC. While Ellis argued that the traditionai method of maize
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preparation may indeed be nutritionally preferable, others argue, first, that
 

it offers less nLtritional value than comrmercinily milled whole maize sold by
 

ADMA.RC, and second, chat consumer preferences are more dynamic in a rapidly
 

modernizing agrICuItural sector where incomm.y aie increasinb, than 
is the case
 

in Malawi. 49/ Clearly more scientific knowi ge about price and income
 

elasticities of 
 emand and their impact on adcption and consumption is
 

necessary tc deelop in eftectivd policy. 

Lack or know'iedge o: the relative responses of flint and dent maizes
 

to chemical fertilizer use on farmers' fields similarly hinders the
 

formulation ot a maize production policy. 
 Creater attention also needs to be
 

focused on hou.enod storage, to the extent 
tCat it is a constraint to
 

adoption of tne new maize varieties more susceptible to disease, and on ways
 

to reoce constraints on imely land preparation (a critical element in the
 

adoption of hvrid maize). 50' Simple improvements or the implements farmers
 

use in handhoe technology and in animal traOton on larms that are large
 

enough to benefit trom such improvements ;4olwt help ensure timely planting of
 

crops. 'Currently orly 30 percenL of smallhc.laers who can use such animal
 

traction repeatedly do 
so. As elsewhere in Africa, suiicient tecnnology for
 

small farmers waS 
 Lrught to have been availarle in the 1970s. Therefore, 

expenaitures an rural development through NRDP involved little support for 

a;;ricnItural rw.oacch until recently. Researcr issues are actively being 

consitered under the research and extension project, but many outstanding 

questions remain; a flexible, open-minded policy on research and extension is 

now crucial. Te c:swussion above has focused on maize due to its primacy in 

production and consumption. However, increasing the productivity ot 

groundnuns an! otinr crops is also critical to improving sources of income and
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diversifying the diet, given that Malawi's reliance on maize as 
a source of 

calories is the highest among MADIA countries. 51 

The problems of increasing access to credit are complex, even though 

Malawi has been relativelv successful in smallholder seasonal credit schemes
 

based on group rasp-.nsibility. 52' Its repayernt rates (exceeding 90 percent) 

are impinssi.c L4 .. r , a . erthe , .ne poores
 

farmers' laCK wi acc.ss t3 
 zredit is stiLl a pro lem and it is unclear whetner 

this is caused Dv iher inability to undertake risk and to form groups 

;ountarily, or by tEh rigidity of the credit administration that has been
 

rewarded for reac,.,n 
 the more progressive tarmers, albeit inadvertently. 

Only about 20 porcet t Malawi's relatively beLter-off smallholder households 

benefit from creoiL. Experience in Asia shows that redressing the 

institutional and policv biases favoring relatively better-off households is
 

not an 
easy LtsK. 43 Further efforts to increase access to credit will
 

require consiceracte political commitment, will 
be administratively costly to
 

achieve, and will 
take time and individual leacership.
 

Even wiAh an effective extension program addressing production and
 

technology, tre abtiltv of 
Low income households to respond is constrained by
 

the compettn., cnm-nds on their time of alternative nonfarm income earning 

opportunities ia: i." relatively more lahcr-intcnsive nature ot new production 

technologies. :hs, wnereas free distribution f fertilizer or fertilizer for
 

work programs, w.h.ch 
are now being consiuered to increase sma~lholder
 

productivity and t0d sell-sufficiency, are important, other more direct
 

nonfarm income-nencraLing activities, ikcld-in 
 tood for work programs such as 

those onuert~ , :n Asia, may also have to On ,nsidr:d. 12' Given Malawi's 

high population de s ty and goud administratK;i record, these programs are 

more likely to oe :easible in Malawi than emsewhere in Africa. 1o minimize
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the cost of administration relative to 
the employment created, 
theie programs
 

require recurrenc resources 
and the capacity to plan and implement Lem.
 

There are many useful lessons that Malawi 
can learn from Asia in this 
regard. 

The point t be stressed here is trtat solutiOens to the poverty
 

problem of 
low income households cannot 
be conrined to increasing agricultural 

product vity alone, but 
must- include an array Dr options suited to particular 

target groups, incliaing in particular the §arv fem-ie headed households that 

predominate among the poor. 
 Indeed, a case can 
be made for starting a range
 

of innovative programs 
on a small scale, monitoring their success, and
 

expanding those most appropriate for particular CircLmstances. 

Civen the number of consrainms, and 
the lack of precise knowledge
 

as to what wil! 
worK in increasing productivviy and incoes, government and
 

donors need to support a long-term consistent strategy in which strong
 

emphasis is placed on Learning by doing.
 

(d) The role of NRDP
 

It is eioent from the preceding discussion that resources are
 

needed for a new and 
improved multidiscipkiar' agricultural and rural
 

development program based on 
the lessons Learnt in the 1970s. Though not 

alone sufficient, a.ricultural research and extension should play a role. 

Donors, however, n ive been disenchanted with t he National Rural Development 

Program. Its eari-=r emphasis on physical capcal, e.g., buildings, roads, 

and soil constrvat in measures has had lim:itd impact on reaching small 

farmeri with ne tecnno0oy, and aLteMpts L. r~duce unit costs by expanding 

services has botn only partially succ: ;s:'i. )cnor support tended to be 

fragmented amore Essentially difterent area projects; donors have reduced 

support for agricultural development and shifted resources to a variety of 
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important but unconnected activities 
such as research and extension, credit,
 

growth centers, rertilizer imports, food and rertilizer storage, and
 

fisheries. Whereas each of these aCtivitiet is crik:tual, their impact is 

likely to be diluted without a well--conceived long-term agricultural st-ategy
 

under which donor support for agricultural and rural deelopment is
 

provided. In this context, 
it must be recalled that the strong emphasis on
 

pnysinat infrastructure of the earlier projects 
involved considerable doncr
 

participation in pianning and implemenLati cn, ,nd was in part a result 0f
 

donors' reluctan . to finance recurrent exper iLtures. Indeed, as has been 

stressed in thi paper. Malawi has had a relati',ely good record in planning 

and implementing its rural development effors. __55 Covernment's current 

emphasis on low income prodacers and e fort s to bring about stronger linkages 

betw en recurrent anu capital budgets thou a A;p further improve its ability 

to plan and fund recirrent expenditures of hKth priority,,
 

Increasing resource mobilization, while making the burden of taxes 

more equitable and encouraging production and c-nsumption by the lowest income 

groups, will determine the fiscal viability ot NRDP. Imposing taxes on 

underutilized land and/or on production of the estate sector and broadening 

the tax base of agriculture by liberalizin4 production quotas are important 

options. Donors have recommended a 
land tax as a better way to mobilize 

rescurces than export taxes. While the principle of shifting taxes from 

production to consumption, recommended by donors on grounds of being more 

conducive to growth, is being implemented by the government, the land tax has 

not advanced. The Absence of progress on the taxation of estate land, 

combined with an increase in taxes 
on consumer goods, clearly has an adverse
 

effect on consumption levels of low income households, and on the economy 
in 

general by stunting growth linkages. 
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In addition to the government's owr efforts to mobilize resources,
 

donors also neei to consider more Liberal sipport for recurrent developmental
 

financing as parc of a well-coordinated program. In this context, the "food
 

and/or fertilizer for work" programs and/or the free distribution of
 

fertilizer to the poor would require considerable recurrent resources if they
 

are to make an impact on a sizable populat.cn. If oxperience in Asia provides
 

any guide to ,enera4Lng produCti.e assets, government will reqire far greater 

trained Malawian personnel, knowledgeable aboat local circumstances, and 

available at relatively low sal.ries. it will need encourage greaterto 


participation of 
tho rural people themselves in :he design and implementation 

of programs which to aate have boon relatively top-down, and cotceived largely 

in donor headquarters. Such effortis would not only reduce costs of
 

development programs but would also make 
tnem more appropriate to Malawi's 

needs. Donors will be required to invest a arvat deal more in tht expansion 

of trained personnel. Finally, donors will need to be willing to provide
 

financing on an ass.red basis over the medim-term, as opposed to the year to
 

yEar import support conmmitments for food and fertilizers that they have tended
 

to make to date. 56/
 

3. CONCLUSION
 

This paper has stressed the fundamental importance of the
 

participation of the poor for the long-term dynamism &" the overall growth
 

process, througn 
the linkage effects of their increased incomes and
 

expenditures. 
 It has Thown that relative [o o~her Atrican counLries, Malawi's 

economic crisis is iargely a result o exteral shocks rather than poor 

macrn.conomic po01 ies, and hat domestic adjLMsLmnt has to center largely on 

the structural weak-.esses of its agricultural sector. Increased access of 

http:populat.cn
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small farmers to Land, the rights to grow enpor crops, 
and to earn
 

international 
prices are of key importance i" Lne short and-medium run 
to
 

achieve broac participation 
in the growth process. Alleviatio, or complex
 

technological factors 
also requires improved access of small farmers to a
 

variety of services. Nevertheless, solutions 
co the poverty problem will have 

to reach beyond agriz"tLure. The extent to wnich government s resource
 

mobilization and experuitures are progressive will critically determine the
 

extent 
to which the government's keen interest in protecting the poor 
is
 

fostered.
 

When planning macrostructural adjustment initiaives and 
projecting 

expected outcomes, it is essential that retorm programs take the most commcn
 

torms of external shocks (e.g., crop failures, terms of trade effects, and
 

border war) explici>y into account a routine basis to ensure greater
on 


flexibility in the timing and 
speed of SAL planning and implementation as new
 

information becomes available.
 

Finally, Malawi cannot develop 
its agriculture if expenditures
 

within the smallholder sector 
are simply shifted trom NRDP to agricultural
 

research and extension; increasing smallholoer productivity will require 
a
 

well-coordinat-d appro<ch on 
a variety of trnts and 
this will requi e renewed
 

comnirment by donors to old-tashioned project lending, albeit 
in the context
 

of a condicive macroncinomic ard 
-ectoraL policy environmenL. The SAL 

process, while harsh at times, has been 
an .MpcrLant means ot consensus 

building on dveLopment strategy, and an emphasizing the complementarity of 

macroeconomic, SOcoral, and project assist~itn. This process needs to
 

continue and En oc supported by the impiemenuatuion of a flexible, regulavly 

monitorable st ra tey that absorbs and act i.ely adjusts to the lessons of 

experience. 
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NOTES
 

1. See LeLe (1986a and 1989).
 

2. Refer to Chris 
iansen and Kydd (1987).
 

3. See Mellor and Lele (1973)
 

4. See Lele (1939).
 

5. !lc .
 

o. By comparison, the 1972 addition of 
10 million refugees from the former
 

East Pakistan know Bangladesh) to India's population ol 750 million (a
 

population incroase of only 1.5 percent) caused major economic problems
 

for India, see LLo and Agarwal (torihjmin4 a). The Malawian refugee
 

figures are euivalent to india receiing Detween 50 and 75 
million
 

refugees, an inconceivable figure.
 

7. The Japanese, it, 
jermans (KW), and the Americans (USAID) contributed
 

$22.b million, 
$o.4 million, and $15 million respectively to SAL 111. SAL
 

I (financeJ sv :5RD) was 
for $45 million and SAL 11 (financed by IDA) was
 

for $55 million.
 

8. Fcr a preliminarv analysis of SAL outcomes, 
see Kydd and Hewitt (1986).
 

9. Twenty-three categories of 
prices were cec-ntroLled in 1983 and 1984,
 

foilowed by si.yeen more 
in 1)85, Leaving only five politically sensitive
 

goods still s~bjet 
to controls by 1986, iccluding fertilizer, fuel, low

grade meat, s-gar, and vehicle 
spare parts. Even some of these prices, 

(i.e., those Of meat, tuel , and spare parts) aro being adjusted more
 

frequently. DecontrolLed categoriQs inclu ed such 
staple items as food, 

clothing, mars, and soap. Together ':h thn agricultural producer price
 

reforms ano 
the utility taritt increasos, i::ese measures represent l
 

sabstantial eccnamy-wide 
ttempt to reduce consumer subsidies formerly
 

provided by price controls.
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10. A recent public expenditure review by the World Bank.
 

11. Lele (1966sa).
 

12. See Howell (193sy, 
Kydd and Spooner (1987), and Kydd and Hewitt (1986).
 

13. Christiansen ana Kydd (1987).
 

14. Thus Malawi, where differential rights define the distinction between the
 

smallholoer ana estate sectors, differs 
from Kenya, where farm size (in
 

terms of area anoer culcivation) is the criterion, with 
farms of less thar
 

8 hectares der ned as smallholdings. in iact, however, as in Malawi, most
 

Kenyan smalhlners cultivate areas of 1.5 
nectares or less -- and access
 

to certain type> of institutional credit in Kenya is influenced by 
whether
 

a farmer is aeiined as a smaLlhoLder or a large farmer. See Lele and
 

Meyers (937).
 

15. Between 106b and .973, ,62.5 million 
in Wc.ld
MBank!IDA financing (together
 

with $8.3 mi.:on of government funds) sapparted a series of eight
 

incegratea Arc, jvelopment projects ([ADP), 
directed at smaltholders, 

fcl.lowed ir. .91.: by a series of three National Rural Development Programs
 

(NRDP) inv.'Lvii creoits o $66 million financed hy IDA, COA, CDC, 
the 

U.k., and KFW. Lrounnut produc -ion fall ny 13.2 percent (and exports by 

7.2 pe'cent), c tt:n prudction achieve>j 
a meager 1.! percent production
 

increase (while exports fell by 12.5 
percent), and smallhoLder tLbacco
 

registered a rtniscule 0 3 percent production increase (compared 
to 

estate-grown o t 'it increases of 15 percent tor burley and 10.4 percent 

for flue-cured t.bacco, 4.8 percent for Loa, and 
12.4 percent tor
 

sugar).
 

16. Data on maize pro-auct ion 
need to be treated with caution. An FAO series
 

available for ihe 196i-1987 
period ShO-WS ar annual growth rate in maize 

production At 1.94 percent - a plausible race that still falls short of
 

the growth of population. However, a regression fitted 
to three-year
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moving averages to adjust for climatic variability offers a growth 
rate of
 

2 percent during 1961-1987. The series tor 1970 to 1987 shows 
a growth
 

rate of 1.07 pErcent and a three year moving average offers the growth
 

rate used above. :Awever, the official estimates for 1970-1972 and 
1977

1979 are 
tLhougnt to be higher than actual production. If so, this might
 

raise the overall growth rate somewhat. The point remains that there
 

appears to be no dispute among Those fami:,ar with Malawi 
about the growth
 

rate of Maine producticn being well 
beiaw that of population.
 

17. Smallholder c".nivated 
area trom Covernment of Malawi (1968/69 and
 

1980/81) and estaie acea 
from DepartenL or Lands and Valuation, Malawi.
 

For further information see World Bank (1937b).
 

18. Christiansen anj Kydd (1983).
 

19. Data for dirffrent years are not 
avAilable for strictly comparable size
 

categories of holdings, but 
National Sample Survey estimates show that the
 

numoer of households with a cultivated area o 0.8 hectare or less
 

comprised only 2.7 percent of the total in 1968/69, while holdings 
under
 

0.99 hectare aco.nted for 55 percent 
ot :nc total in 1980/81. Available
 

data further sugdwst that reductions in c;"snfallow and in crop rotations
 

dictated uy increased population pressure nave resulted 
in falling maine
 

yields (e.g., in Lilongwe average yielus of unfertilized local maize had
 

declined 
Qy a tnird of their 1959-1962 levois by 1985/8b and 1986/87, to
 

1,100 kilograms per hectare). See Covernment of Malawi (1968/69 and
 

1980/81) ano Twytard (1988).
 

20. The figures ctew ror 
per capita arable land are based on a conservative
 

estimate of tne proportion of arable Land to total land 
in Malawi, i.e.,
 

37 percent. A more generous cLassirication used by the government of
 

52 percent ot total land as 
arable gives slightly larger per capita arable
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land 	projections, i.e., .69 hectare per person in 1985 and 
.37 hectare in
 

the year 2005.
 

21. 	Lele and Meyers (1987). The poorest households spend between 44 and 48
 

percent or nusehold cash income on tooo, compared 
to 25 percent for the
 

populatio ,s a whAe.
 

22. 	See Lele (1933a) ino LeLe and Meyers (1987).
 

23. 	See for examp'> Singh (1977); also see 
Berry and Cline (1979), especially
 

p. 202 for a description of the "markedly inverse 
relation between size
 

(of holding] and value-added per acre" in Malawi.
 

24. 	In 1984 ADM-xRC provided K 3 million (1.92 million dollars) in unsecured
 

Loans to estate agriculture. Lele and Mvyzrs (1987).
 

25. 	The DRC is the ratio of the social valuu or resources used in the
 

production or an activity to the net 
outputs resulting from that
 

activity. 
 A better name for it might De the activity cost benefit
 

ratio. See E. Fower (1984).
 

26. 	Tanzanian prices were significantly higher at official exchange rates.
 

See 	LeLe, FisnsLein, and Westlake (forthcoming) for details.
 

27. 	The estimated total 
(all farmers) area elasticity with respect to
 

agricultural ;rices was 
less than 0.1 (.08o2), perhaps due to Malawi's
 

Land constraint. Estimates using a .a"e index 
ot smallholder production
 

yielded a very weaK relationship between agricUltiral prices and
 

smalLholder production, suggesting that 
agregate elasticities are even
 

lower in the case of smallholders, and that subsistence farming is very
 

prevalent.
 

28. 	See Lele g:.Sa).
 

29. 	While devaiuation has caused Malawi's rertiLizer prices to increase, Kenya
 

has 	also devaluea, leading to internal 
price increases for Kenyan
 

farmers. See Lele, Christiansen, and Kadiresan (1988).
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30. Fertilizer tra:.portation costs, which were 
K 1.55 million in 1983/84,
 

increased cy 
more than six times to K 12.9 million in 1984/85, and were
 

K 12.4 million in 1985/86. 
 R. R. Nathan (1987b). The net increases in
 

Malawi's fertilizer prices 
were less chan tme additional transport costs
 

resulting from the closure ot the Beira and 
Nkala routes, because the
 

local price of fertiIizers in South Africa (Malawi's source of supply)
 

fell as 
transport costs escalated. In tne 
absence of this favorable
 

development, the adverse change 
in the ifertilizer/maize price ratio would
 

nave been greater. See LeLe, Christiansen, and Kadiresan (198).
 

31. There is a dispute about 
the extent ot these leakages, with estimates
 

ranging 
trom 17-19 percent (by the Mini:ry of Agriculture) to 25 percent
 

(according to a Kirchner and Kandole 
study). See R. R{. Nathan (1987a).
 

32. The donors were ccrrect in arguing that sosidy removal 
contributed little
 

to fertilizer price changes, and in supporting the promotion of high
 

analysis fertilizer. Nevertheless, when prices rise sharply there may be
 

a case for the use of a countervailing s"nsidy to 
avoid an equally abrupt
 

drop in demand icr fertizlier, providei 
 hat the cost of subsidizing
 

fertilizer (in terms of 
increased food production and welfare effects on
 

low income producers) 
is smaller than the cost of withdrawing the subsidy,
 

including the need for food imports.
 

33. Given that 65 percent of the hybrid maize area and 57 
percent of the
 

composite maion area is fertilized, some correlation can 
be inferred
 

oetween fertil:er consumption and hybrid zrop area.
 

34. The influerc or ine trend term (rapr.scnt:ng nonprice factors) exceeded
 

that of botn output and input prices. While the lagged price of maize was
 

estimated to nav;_ a weak positive afect un 
f-rtilizer demand, possibly
 

due to a combination of tarmers' expectations and timing of official price
 

announcements, tne official fertilizer price had no effect at all. The
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latter may be explained by the low (suosoized) price of fertilizer, in
 

addition to 
a variety of nonprice factors. Fertilizer use has increased
 

steadily throughw ,k the 1970s and 
1980s, 4nk, there has been no similar
 

consistent trend in the real price of 
eitner fertilizer or maize.
 

Calculation ot 
 year to year implied elasticities also showed little
 

consistent pattern in response to 
chan4es in the mnaize,'ertilizer price
 

ratio: in over one-half the cases, the response was opposite the 
expecred
 

(i.e., when relative maize prices increased, fertilizer sales decreased),
 

and 	there were large year to year swings in the magnitde of response.
 

35. 	 See Lele and Mellor (1988).
 

36. 	 It shoul, be:roted, however, that even s.:bstantiat improvements in credit 

availability WO",d still leave many subsistence farmers unable to use
 

fertilizers. Some experts have recommended a policy of targeting 
free
 

distribution c: fertilizers to the poorest group.
 

37. 	See Reu,!inger (1086).
 

38. 	Oxfam (1983).
 

39. 	For further siscussion of the 
income eft=t of price changes, see Mellor
 

(1978).
 

40. 	It is argued chat uniform prices across space and time reduced private
 

incentive but there were 
also more basic constraints such as lacK of
 

information and access to credit.
 

41. 	indeed, d ;crs had frequently complimen-od ADMARC's efticiency without
 

fully knowinq its underlying source, and cntrasted it with boards in
 

ocher neihDr:-. countries in The 19 7.3s when ADMARC was not racing the
 

kinds of trunc:ng problems Tanzania's ,Jaitonal Milting Corporation did.
 

42, See Lele anj Candler (1978).
 

43. 	See Sen (1981). 
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44. 	DRC calculations done for groundnuts also suggest that 
at current 

production costs and prices the profitability of groundnut exports is 

qucstionble. An 	increase in groundnut productivity will of change
course 


this 	picture. !le and Agarwal (forthcomirg b).
 

45. 	The transportation component 
of the retail price index rose by 215 percent 

betwean i 9,0 ano 1988, compared to an overall increase in the index of 

148 	percent.
 

46. 	According to a recenc ILO 
study of transportation in rural Malawi, since
 

Malawi's econoric difficulties began, rhe 
number of goods vehicles
 

registered annually declined 
from 15.2 trousand to 14.1 thousand between
 

1,82 and 195, Ai 
,ough the number ot cars registered during the same
 

period rema~ ,c: al most steady and the nTrwer ot Motorcycles continued to 

increase. in contrast, the number of bicycles imported into Mata,.. 

declined siarpl' and stood at a mere 5.9 percent of the level imported in 

1970. Needless to say, bicycle prices nve increased sharply due to a 

combination a! navaluations, a shortagc at spare parts, and increased 

import dunivs. The cost of an oxcart produced in Malawi is nearly $1,000 

-- completLy oe,:,nd the reach of a lara majority ot villager: -- and 

oxcart hac ?i,, rAtes (of K 0.70 to 2.00 per ton/km) are high and
 

comparable to Lr-.cking rates. See Dixon- yle 
 and 	 Ra.I (1988). 

47. 	 Officials ci ir Ministry ol Agriculture osrtmate Malawi's area under 

improved maiae at 	 10 percent, which is sctiA substantially below Kenya's. 

48. 	Roughly S5 percent of households in Mahawi 4row maine for their own 

consumpcLi'n. Ma,',ians typically prefer rlint to dent maine varieties 

because handpounoin, of dent varieties (trn typical method used in Malawi 

to remove twe oLt'r fibrous layer or tr su d) yields flour With less 

fiber and greater 4aste products than the flint flour to 
which they are 

accustomed. Ellis (1959). 
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49. 	See Quinn, Chiligo, and Cittinger (1988). Feeding practices of small
 

chikcein Ka changed over time as the need for low income women to work
 

in the fielo has increased, and this migr.c contribute to the malnutrition
 

among infantts.
 

50. 	Maize ressarcanrs nave traditionally argued that flints are lower yielding 

twan dents ac t,. (relatively high) dsa.v of fercilizers recommended by
 

research s itains, and that farmers need Lo apply high dosages in Malawi
 

given its growic., Land press.re and declining soil fertility. In this
 

view, increased production and commercialization of dent maizes ,hrough
 

ADMARC is tne way to solve Malawi's tos security problems -- especially
 

since it woulA also releasw more land Vlr growing other crops that are
 

urgently neeolO to diversity Malawians' prOductio and consdmer diet
 

(which is tar more dominated by maize than elsewhere in Airica). Further,
 

if it is true, as is suggested by some, that consumptLion of t ints in
 

traditional torms i coo .ing results in a jreater loss of nutritional
 

value, this snaod. be 6t concern in a c-riry with low nutrittona. status, 

high child mortality rates, growing lana pressure, and declining 

productivity. See Lele, Fishstein, ann Wastlake (fortncoming). 

51. 	See Lele, risnisL in, and Westlake (rorincming).
 

52. 	See Lele (1974) and Hossain (1988).
 

53. 	For further ctsc~ssion of the issue of large farm vs. smalLholder
 

productivity, and especially the distorting effect of public policy
 

intervention on tne smialholder sector, see Lele and Ag.rwa4
 

(forthcomirn b). Also see Lipton (1976).
 

54. 	In Maharasira State in India the cost of creating employment to 1.b 

million people in 1967/38 tor 180 mill ion erson days was $1.10/person day 

or a total cost of 5205 million annually. About 60 percent of the total 

cost of the program is in the form of direct wages to the poo:. The 

http:press.re
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remaining 40 percent of expenditures included the 
cost of skilled labor,
 

material costs, land acquisition, maintenance, and 
costs of planning and
 

implementing the various schemes. It a similar program was 
la'nched in
 

Malawi's southern region, creating a ijb 
ror about 300,000 larmers with 

less than rhectare -- a conservative esLimate -- for three months, i . ,
 

66 man daysarscn would 
cost $18 million. For an assumed income
 

elasticity .: aamand of 0.75 
percent, an estimated $? mill[ion o the 

incremental wages trom such schemes woud be spent by poor household:; on
 

purchasing narly o,000 tons 
of toodgrains (maize). See Lele 
(1988b).
 

55. See Lele and Ne,,rs (1987). 

56. The FADVIA; supported Smnal[holder Fertilizer Revolving Fund 
project has,
 

however, pro.ijAd 
 a great deal of needed stability to the fertilizer
 

import policy 
-- and several donors have contributed to th ettarts. See
 

Lele, Christiansen, and Kadiresan (1986).
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