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THE POTENTIAL OF USING AN INPUT VOUCHER
SYSTEM TO INTEGRATE THE COMMERCIAL AND NON-
COMMERCIAL INPUT DISTRIBUTION SYSTEMS IN THE

SOUTHERN AFRICAN DEVELOPMENT COMMUNITY

Direct input distribution through relief and government programs is costly, leads to
the creation of two parallel input distribution systems, crowds out private sector
development, and often the benefits do not reach those most in need. An input voucher
system is an innovative way of integrating the commercial and non-commercial input
distribution channels and can be used to enhance the purchasing power of the poor. In
addition, the commercial sector can redeem these vouchers and expand its distribution
network into the rural areas.
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Figure 1: Samples of input vouchers/coupon used ~ and _let the private com-
in Malawi panies chase after this

purchasing power by ex-
panding their retail distribution networks countrywide into the
rural areas. This process would ensure that the non-commer-
cial seed and fertilizer distribution resources are channeled to
the development of the commercial seed and fertilizer market-

is that they crowd out private sector development, which is a
serious deterrent to the long-term development of a country.
Thus, it is imperative to determine feasible and practical ways
of integrating the two distribution channels using a voucher-
based system so that the private sector is a major player in all
marketing and distribution activities.

Why use input vouchers? ing and distribution sectors (Simfukwe, 2006).

Subsidies are known to distort the market and private sector A properly designed voucher system would not only provide
development. Most business ventures view vouchers as less some immediate relief from agricultural emergencies, but it
distorting because, unlike subsidies, vouchers are like real also could steadily move the region away from state interven-
money. tion. We therefore hypothesized that vouchers can be used

to enhance the purchasing power of the poor, and the com-
mercial sector can redeem these vouchers and expand its
distribution networks.

They are certificates through which smallholder farmers are
given the ability to pay for inputs such as fertilizer and seeds
at a registered shop of their choice. If designed correctly,

vouchers can promote free market competition among sellers, For these reasons, the input voucher study conducted in the
providing the sellers an incentive to improve their services. case study countries of Malawi, Mozambique and Zambia
Vouchers also allow for greater economic diversity by offering aimed to seek answers to the following questions. What is

the feasibility of using a voucher-based system as a means of
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integrating the commercial and non-commercial input distribu-
tion channels? What would be the mode of implementing such a
system? Can a full cycle of policy research, analysis and engage-
ment be successfully implemented in southern Africa using the
case of fertilizer and seed input vouchers?

Field evidence on the impacts of the voucher system

Research has shown that input vouchers have the potential to
integrate the commercial and non-commercial input distribu-
tion systems. The benefits accrue to smallholder farmers in the
form of increased and timely access to inputs and improved ag-
ricultural production and food security at household level. For
example, in Malawi, smallholder average maize yields have in-
creased from less than 1.0 MT per hectare in 2005/2006 to 2.03
MT/ha in 2006/2007 and the country has achieved an increase in
maize surplus from 0.5 million MT to 1.3 million MT, respectively.
A 2007 Monitoring Survey revealed that between 2005 and 2006
the number of people below the poverty line in Malawi declined
from 50% to 45%. This is attributed to the increase in fertiliz-
er application from 17% in 2005 to 30% of rural households in

Figure 2: Sample of a smallholder farmer maize granary in Malawi

2006. Removing the impact of good rainfall, it is estimated that
the fertilizer subsidy led to an increase in maize production of
about 25% (Whitworth, 2007). The private sector has benefited
in terms of increased input sales and enhanced profits. Again
in Malawi, private sector seed sales have risen from 4000 MT in
2005/2006 to 6700 MT in 2006/2007.
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The program has provided an assured market and brought a
substantial number of poor smallholder farmers into the cash
economy. The input voucher program has also strengthened
the operational base of input dealers and created employment
through reopening of additional markets that were previously
closed to business. There is also considerable involvement of the
private sector and less involvement of relief agencies. This has
led to an improvement in the monetization of the input distribu-
tion economy. The program has also created competition among
players in the private sector, which has helped to improve ef-
ficiency of services and delivery of inputs to the smallholder
farmers. Involvement of the private sector is credited for the
timely distribution of inputs (Luhanga and Sungani, 2007).

In Zambia stakeholders noted that the voucher approach would
improve the operation of the overall input market, as it would
allow more input sellers to reach outlying markets now seldom
reached and this would expand the size of their markets. In
areas where input vouchers have been implemented in Zambia,
farmers had more interaction with stockists or agrodealers, who
offered the farmers some advice on the use of the inputs, than
they had in a government program. On the basis of the analysis,
there is therefore room for a voucher program in Zambia. In Mo-
zambique, results from a logit model showed that emergency
seed distribution is associated with a 3-22 percent decrease in
producers’ probability of buying commercial seed.

The strong negative association between emergency seed and
the chance of buying maize was consistent across all ten prov-
inces and increased from north to south of Mozambique. The
results suggest that emergency seed programs may be reducing
demand for commercial seed, which precludes the development
of seed markets in Mozambique. Thus, in all countries where
input vouchers have been implemented, sellers have expanded
their network into the rural areas, saving government, NGOs and
donors the cost of distributing inputs.

Prepackaged input packs are extremely expensive. They stifle
private sector development, do not offer options/choices to
smallholder farmers, and have serious problems of targeting. For
example, the Fertilizer Support Program in Zambia has benefited
high-income groups at the expense of the intended beneficiaries.
Only a few private companies that are contracting with govern-




The main recommendation-is that donors;,’NG; f:; :
and governments in southern Africa should . :
consider using input vouchers for all their relief

and targeted support programs.

ment to implement the subsidy program are benefiting from the
program, while those not contracted are losing out.

Field research has shown that in countries where vouchers are
being used, a number of challenges have been experienced.
These include less transparent and non-systematic beneficiary
registration processes; poor coordination between government;
input companies and other stakeholders leading to too few or
too many vouchers being distributed; companies distributing
poor quality inputs; and fraud and corrupt practices.

Some smallholder farmers expressed the desire for flexi-vouch-
ers to extend their choices. The farmers suggested that the
range of inputs covered should include groundnuts, beans, and
vegetables.

Policy recommendations

The main recommendation is that donors, NGOs, and govern-
ments in southern Africa should consider using input vouchers
for all their relief and targeted support programs. This will help
build a vibrant private sector that creates employment, extends
its distribution network into the rural areas and improves time-
liness in input delivery for the benefit of smallholder farmers in
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the rural areas. It will also be more sesponsive to real as opposed
to assumed needs.

Several operational recommendations emerge. First, to make
the vouchers more effective, governments can consider percen-
tile coupons. Such coupons can indicate, for example, that 75%
of the value is for fertilizer, 10% for seed, 5% for chemicals, and
10 % for labor. The coupons can be valued using the prevailing
prices of the recommended inputs and recommended quantities
per hectare. The coupon can be divided into portions matching
the recommended inputs. If for example, a farmer has pur-
chased fertilizer from retailer B, the retailer would remove the
fertilizer portion of the coupon and redeem it for cash. In this
way vouchers can help a government to achieve social objectives
through commercial means.

Alternatively, if the voucher value is less than the cost of the
inputs, farmers should be allowed to redeem the difference for
cash or for other necessities. Flexi-vouchers can be redeemed for
inputs or for other basic household needs from shops. Coupons
or vouchers are less costly to government than dealing with
prepackaged packs of inputs. Because of the high cost of gov-
ernment machinery involved in the marketing and distribution of
the packs, administration of a voucher system will have far lower
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overhead costs. Finally and perhaps most important, a coupon
or voucher system is more likely to contribute to long term de-
velopment of input markets and therefore agricultural growth
while providing support to resource-poor farmers.

Second, to reduce corrupt practices and to ease the registration
hiccups of beneficiaries, countries should follow the Zambian
Community Teams Model where all stakeholders at the local
level are involved in the identification and registration of ben-
eficiaries. Countries must define clear criteria for the selection
of the beneficiaries, i.e., households, and crops for the voucher
program. Targeting of the program should also extend to the
small dealers so that they also benefit. Further, linking up with
the European Union and NGOs to experiment with “smart cards’
may be a way of identifying the beneficiaries. The smart card
would have an electronic scan of the beneficiary’s finger print
for identification. The card has the possibility of having multiple
uses including purchase of specific inputs as well as savings
which can be partitioned (referred to as pockets) on the card
to which money value would be attached, such that one can
neither exceed the printed amount nor use a particular alloca-
tion for a different purpose.

Third, although timeliness of input delivery has improved over
time in countries such as Malawi, it is important that all inputs
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are at the farmers’ doorstep a month or two before the beginning
of the rainy season. This is about September/October in the case
study countries. This can be achieved through proper planning
and collaboration between government, the private sector and
other stakeholders. For instance, identification and registration
of beneficiaries and tendering processes can be done by April
every year.

Fourth, current tendering processes crowd out small dealers.
There is therefore a need to reform the tendering process, for
example by requiring partnership with small rural dealers, rather
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program can be developed where the input companies link up
with agrodealers in rural areas to help with the distribution of
the inputs as retailers under the input voucher program.

Finally, there is need for a study to quantify and assess the sus-
tainability of the input voucher program. Since the input voucher
program is a subsidy-based program supported by govern-
ments, it is most likely that the governments may not support
the program forever. Further research can help identify an ‘exit
strategy’.
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