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To subsidize or not to subsidize?

The case of fertilizer in Malawi

One of the heated areas of controversy in achieving food security and rural poverty reduction is whether to subsidize fertilizer or not. The debate came to an open confrontation in Malawi where fertilizer subsidies were introduced, then cancelled, then partially re-introduced. In the debate, Jeffrey Sachs and Action Aid are definitely in favor of subsidies, the IMF definitely opposed, and the World Bank and Difid with reservations depending on the way subsidies are managed and targeted.

You are asked to help shed light on this debate and make it progress. Here are three documents:

Action Aid on the WDR.  See in particular their arguments regarding fertilizer subsidies:

http://www.actionaid.org/assets/pdf%5CAgricultural%20FINAL%20corrected%20(low%20res).pdf
An analysis by Blessings Chinsinga prepared for the UK program Future Agricultures based at the University of Sussex:

www.future-agricultures.org/WDR/Malawi_case.ppt
A statement by the World Bank as to where it stands on subsidies:

http://www.worldbank.org/afr/fertilizer_tk/documentspdf/MalawiSP.pdf
This is an important debate that severely divides the development profession and would need to be brought to resolution.  It of course runs deeper than fertilizer subsidies, but it offers a good case study on different perspectives on the role of the state and the market in development. In your Policy Note, see if you can:

1. Map out positions in the debate.

2. Identify where differences come from, in particular ideological positions (assumptions) regarding the respective roles of the state, the market/private sector, and civil society in development.

3. As a public policy arbitrator, what are your suggestions (based on economic, political, and administrative considerations) to make the debate progress in a useful fashion.

