
FARMERS IN MALAWI FACE SIGNIFICANT VULNERABILITY TO FOOD SECURITY
CRISES, DRIVEN BY NATURAL DISASTERS AND EXTREME WEATHER EVENTS

AGRICULTURE RISK
RESILIENCE INSURANCE
ACCESS PROGRAM IN
MALAWI:

The agriculture sector in Malawi remains critical to the economy, supporting nearly 80% of livelihoods
and contributing approximately 30% to the GDP. However, it is particularly vulnerable to climate-
related risks, including droughts, floods, and erratic rainfall patterns. These hazards severely impact
smallholder farmers, often resulting in crop failure, food insecurity, and reduced household income.
The World Bank's 2022 Country Climate and Development Report warns that climate change could
push an additional two million Malawians into poverty over the next decade, increasing the poverty
rate by 9% and reducing the nation's GDP by up to 9% by 2030.

In response to Malawi’s chronic food and nutrition insecurity and the recurring climate shocks
devastating its agriculture sector, the Government of Malawi introduced the Affordable Inputs
Programme (AIP) in the 2020/21 season, replacing the former Farm Input Subsidy Program (FISP). This
strategic shift aimed to make agricultural inputs, such as seeds and fertilizers, more accessible to
smallholder farmers, helping them sustain crop production despite economic and environmental
challenges. To enhance climate resilience in agriculture, Malawi's Ministry of Agriculture, with support
from the InsuResilience Solutions Fund, engaged K.M. Dastur & Company Limited for a feasibility study
on bundling Agriculture Insurance with the Affordable Inputs Programme (AIP), aiming to safeguard
farmers and strengthen financial stability in the sector.

The study aims to assess demand, supply, and the enabling environment to determine how to
effectively bundle climate risk insurance with Malawi’s Affordable Inputs Programme, ensuring
scalability and sustainability.

In the 2023/2024 season, El Niño-induced drought severely affected Malawi, damaging maize
production and impacting 2 million farming households across 23 districts, prompting a national state
of disaster declaration. 
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Bundling climate risk
insurance products with

Affordable Inputs Program
(AIP) in Malawi



The Feasibility Study proposes the Area Yield Index Insurance Scheme (AYII) focusing on four key
crops: maize, rice, beans, and groundnuts, widely grown by smallholder farmers. These crops are
supported seasonally through Malawi’s Affordable Inputs Programme (AIP). The insurance scheme will
be bundled with farm input loans to ensure comprehensive coverage, as required by lending
institutions. Integrating AYII with existing agricultural programs like AIP incentivizes uptake, making
crop insurance accessible and a key risk management tool. The simplicity of the product and reliable
index-based payouts offer a scalable, sustainable solution, strengthening agricultural resilience and
long-term food security.

Across all surveyed regions, there is a significant interest in participating in an agricultural insurance
scheme. Farmers recognize the value of insurance in protecting against financial risks and promoting
sustainable practices

The study highlighted key components for successfully implementing the Agriculture Risk Resilience
Insurance Access Program in Malawi. The integration with the Affordable Inputs Programme (AIP)
ensures smallholder farmers who receive subsidized seeds and fertilizers also access insurance
coverage, making it more affordable. The program covers major agricultural risks, including weather-
related events and pest outbreaks. By promoting Climate-Smart Agriculture (CSA), it encourages
sustainable farming practices, offering premium reductions for adopting CSA strategies such as
drought-resistant crops and water conservation techniques. A robust data infrastructure for risk
assessment will be established, leveraging weather forecasting and satellite technology. Additionally,
the program will improve farmers' access to finance by using insurance policies as collateral and
introduce market linkages through future and forward contracts to reduce price volatility. A Public-
Private Partnership (PPP) model will drive the program's success, ensuring sustainable funding, risk-
sharing, and innovation, ultimately enhancing resilience and food security in Malawi.

The feasibility study assessed the integration of Agriculture Insurance with Malawi’s Affordable Inputs
Programme (AIP) through three phases: a desk study and consultations with key stakeholders, focused
group discussions, field visits, and dialogues with farmers, followed by data collection on selected
crops using a survey approach.

STUDY PREPARED BY
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INTEGRATING AYII WITH MALAWI’S AGRICULTURAL PROGRAMS FOR ENHANCED
RESILIENCE
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