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THE ECONOMIC IMPACT OF MALAWI’S SOYBEAN COMPLEX 
BY PETER GOLDSMITH1, SANDY DALL’ERBA2, ELIZABETH VENABLE3 

Soybean and Agricultural Development in Malawi 
Agriculture is the backbone of the Malawian economy. It is estimated that 88 percent of the population works 
in agriculture4, and agriculture provides 80 percent of the country’s export earnings5. Despite significant public 
spending—over 10 percent of the government’s budget has been allocated to agriculture in recent years—
growth in the sector has been low. In addition, agricultural production has been highly volatile, reflecting a 
number of structural weaknesses, including lack of diversification. The sector is concentrated in one main cash 
crop, tobacco, and one main food crop, maize, with maize accounting for about half of the country’s entire 
planted area6. The importance of maize is reflected in development expenditures, with a large share of 
government and development partner spending going towards food security programs focused on maize 
production7.  

Figure 1: Soybean Production in Malawi: 2005-2015 

Despite the dominance of maize, recent years 
have seen increased production of legume 
crops, among them soybean. Soybean 
production has more than doubled in the past 
decade. This has largely been achieved through 
expansion of the area dedicated to soybean 
production, with total hectares cultivated 
increasing from a little over 70,000 in the 
2005/2006 season to about 140,000 ten years 
later8. Unfortunately, yields remain stagnant 
and vulnerable to weather shocks, reflecting 
reliance on rain-fed agriculture, poor seed 
quality, and low investment in inputs such as 
inoculant or legume fertilizer. However, 
soybean has been identified as both a potential 
export crop that could generate much needed 
foreign income earnings for the country, and a 
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crop that could contribute to domestic food security and local value added activities such as oil production. This 
suggests that a more productive soybean sector could have significant value to Malawi’s agricultural and 
economic development, but achieving this would likely require significant and well-directed investment by both 
the private and public sector to address the key barriers to growth in the sector.  

The Policy Problem:  Where to invest and why? 
Creating a dynamic agricultural sector that can provide good livelihoods for Malawi’s rapidly growing population 
will require moving beyond subsistence maize production. Malawi’s National Agriculture Investment Plan lays 
out a strategy for sector transformation that will support the objectives of growth, higher incomes, and 
improved nutrition and food security. It identifies key pillars of activities to achieve these objectives, such as 
capacity building, ensuring inclusion, increasing resilience through irrigation and sustainable land management, 
and investing in research and value addition9. However, the scope of the National Agriculture Investment Plan 
also highlights how much is needed to address barriers to agricultural development in Malawi, and the 
importance of allocating scarce resources well.  

Development policy choices often challenge policymakers as resources are not 
unlimited, thus the need to make tradeoffs. While many sectors and 
agricultural value chains hold promise, policymakers need an objective tool to 
compare sectors across key metrics of impact such as their contribution to 
job creation or overall addition to economic activity to assess the tradeoffs. 
Depending on the sector, a dollar of investment can have a very different result 
for the wider economy. For example, investing in sectors that are reliant on 
many goods or services as inputs are likely to have large “upstream” effects, 
as those sectors also expand to meet the increased demand for inputs. On the 
other hand, investing in sectors that are used as inputs for further value-added 
activities are likely to have large “downstream” effects. Policy makers may also 
be interested in how those economic benefits are distributed: do they accrue 
workers in the form of wages, or do they pay for capital inputs? Are wage 
earnings spread among many workers, or a small number of better-paid 
workers? Input-Output analysis is a method of economic analysis that can 
quantify the overall impact of the investment in a sector, its relative impact 
compared to other sectors, and the underlying nature of its effects on the 
Malawian economy. 

The method is analogous to looking at the effects of dropping a rock in a pond. 
Input-Output analysis captures the dimensions of the rock (the size of a sector 
within the national economy); the size of the splash (the overall value added 
to the national economy from the initial investment); the direction of the 
ripples (identifying the sectors included in the backward and forward linkages); 
and the length of the ripples (the magnitude of the backward and forward 
linkages). With respect to economic development, and public and private sector investment, all sorts of 
technologies, crops, livestock, etc. can be introduced to promote economic growth.  

 
9 https://www.scotland-malawipartnership.org/files/9815/3113/0121/National_Agicultural_Investment_Plan_2018_Final_Signed.pdf, 
appendix 5.1  

 

Components of Input-
Output Analysis: 

• Total impact of $1 
investment = Impact on 
sector of investment + 
impact on upstream 
sectors + impact on 
downstream sectors 

• What does the size of 
the sector mean for 
total impact on the 
economy? 

• How are the benefits 
distributed? 
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The Soybean Innovation Lab, with support from the USAID Feed the Future Malawi Agriculture Diversification 
Activity, employed Input-Output analysis to look at the potential impact of 
investment in the soybean sector in Malawi. This policy brief summarizes the 
findings and describes the lessons we can learn from the findings with 
implications for policy and program decisions in Malawi.  

Key Findings  
Overall, investment in the soybean sector has a large economic impact on 
the total economy of Malawi, compared with other agricultural sectors. Each 
dollar invested in soybean production results in $3.64 of total economic 
impact; it represents about 97% of the multiplier of tobacco, the sector with 
the largest multiplier (Table 1) among Malawi’s 17 crop sectors10.  

Soybean is a moderately large sector in Malawi, valued at $60M USD per year, number 8 among the 17 crop 
sectors. Large sectors with large multiplier effects result in high overall economic impact for a sector. Combining 
both the level of impact #2 with the size of the sector #8 shows soybean contributing $98M USD of total impact 
to the Malawian economy, third among the 17 crop sectors.  

Table 1. Total Impact Multipliers and Economic Effects 

 

Expanding soybean production would have large knock-on effects for 
the Malawian economy. Expanding soybean production 25%, either 
through one of a number of superior soybean varieties coming onto 
the market or adoption by farmers of proven low-cost agronomic 
input bundles, would expand the soybean sector $15M USD. Using an 
adjusted multiplier to remove own-industry double counting results 
in a $39M USD expansion of the Malawian economy from a 25% 
($15M USD) expansion. When looking at the supply chain linkages, 
about 2/3rds of the impact occurs downstream (sectors soybean sells 
to) and 1/3 upstream (sector soybean buys from) from soybean 
production.  Significant impacts, greater than $100,000, take place in 

 
10 See “2014 Social Accounting Matrix for Malawi, A Nexus Project SAM” that modeled the Malawian economy as comprising 63 
sectors, 17 of which were crop sectors.  

 

US$1 invested in soybean 
leads to US$3.64 of 
economic impact, on par 
with investment in tobacco 

 

Expanding soybean production 
would have large knock-on 
benefits for the economy as a 
whole, due in part to large 
downstream impacts in oil and 
animal feed sectors 
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18 of the 6411 sectors, thus most sectors see only minor effects from an expansion in the soybean sector (Figure 
1). 

Investment in soybean results in large downstream effects, due to soy’s importance as an input for oil processing 
and feed. Each dollar invested in soybean production will yield $2.43 USD of value-added economic benefits to 
the downstream Malawian economy.  This total impact ranks highest among the 17 crop sectors within the 
model (Table 2).  Other sectors that involve relatively higher valued added processing, such as wheat and barley 
(bread products), sorghum and millet (beer products), and tobacco (post-processing) achieve 93%, 85%, and 
82%, respectively, of the return on investment in soybean. Sectors involving high levels of auto-consumption and 
consumption in raw form, such as fruits and vegetables, achieve low levels of downstream economic impact. 

Figure 2: Adjusted Total Economic Impacts from a $15M USD (25%) Increase in Soybean Production 

 Upstream                    Soybean Investment               Downstream 

 
 

 

 
11 For specificity purposes we broke out soybean from oilseeds to create a 64th sector within the Malawian economy.  
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Table 2.  Malawian Crop Sectors and their Downstream Impacts 

 

The impact of sector expansion on the overall economy is a function of that sector’s total (upstream and 
downstream combined) multiplier effect and its size. Large sectors with large upstream and downstream 
multipliers will have the greatest positive economic impact when they grow—and the largest negative impact 
when they shrink. Sectors can be classified into four groups, based on whether they are large or small, and 
whether they have high or low total multiplier effects (Figure 2). These sectors combine industry size, the 
horizontal axis, and high downstream multipliers, the vertical axis.  Four sectors in Malawi comprise the high 
impact crop sectors, in Quadrant 1, with both high multipliers and large production.  The four sectors, tobacco, 
soybean, tea, and maize, annually produce over $900M USD of additional economic impact for the Malawian 
economy, more than 3.6x the impact of the remaining 13 sectors. 

Figure 3. Malawian Crop Sectors (17) Ranked in Terms of Total Multiplier and Size (Total Output) 
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In addition to having large downstream effects, the soybean sector also has 
linkages to a large number of different types of downstream sectors. A high 
number of linkages reflects the value of a raw material to multiple industries 
within the economy. Soybean not only has the highest downstream multiplier 
of the agricultural sectors analyzed, but it is also linked with the most 
downstream sectors (16), such as fats and oils, feed, and poultry (Figure 3).  
These nearby buyers of soybean make for a more diversified economy, more 
stable markets, and higher prices received by farmers.  Maize links to 11 
downstream sectors, while tobacco links to one and leaf tea to zero.  So, the 
Malawian economy actively transforms soybean and maize, while leaving 
tobacco and leaf tea in a relatively raw state prior to export.  

 

 

Figure 4. Linkages with Downstream Sectors of High Impact-Large Sectors (Group I) 

 

 

Soybean has downstream 
links with a wide range of 
sectors; this diversification 
contributes to stable markets 
and high farmer prices 
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Investment in soybean also has moderately high upstream effects. Each dollar invested in soybean production 
results in $1.21 of upstream economic impact, about 97% of tobacco, the number 1 sector (Table 3).  In general, 
crop sectors generate low upstream multipliers because they reside in the early stages of the supply chain, hence 
provide most of their value downstream as a raw material supplier to the 
food processing and manufacturing sectors and, in some cases like vegetables 
and rice, directly to consumers.  Sectors that utilize limited levels of inputs, 
such as many subsistence household crops that employ saved seed and no 
fertilizer, present few effects to upstream industries. Import crops too, such 
as wheat and barley, generate little additional value up chain as they arrive in 
the country in whole form ready for processing.  

Thus, there are dual benefits when farm production shifts from subsistence 
to more advanced commercial practices. The first is the improvement in 
productivity, profitability, and the implicit wage within agricultural sectors.  
The second benefit is the upstream economic impacts and job creation.  For 
example, when farmers shift from saved seed to certified seed, not only do 
yields rise, but a seed industry and the associated technology-based jobs 
flourish.  

Table 3.  Malawian Crop Sectors and their Upstream Impacts 

 

Wage multipliers take two forms: direct in terms of wage bill spending by the sector as a percentage of output 
and the Type 1 multiplier that reflects job quality and the spending effects by employees of that sector.  The 
wage bill spending multiplier can be thought of as a labor quantity multiplier, while the Type 1 multiplier can 
be thought of as a labor quality multiplier. 

The soybean sector itself is relatively capital-intensive, so only a small amount of the value generated from 
soybean production goes to wages. Soybean spends relatively little (8%) of its direct output on wages, equivalent 
to the share for tobacco and sugar cane. Alternatively, those industries with a low output value to wage bill 
ratio, such as sorghum and millet, fruits and nuts, & vegetables, 78%, 60% and 58%, respectively, generate high 
wage bill multipliers, as most of their expenditures are labor related and their capital-to-labor ratios are low 
(Table 4).  They are labor intensive as opposed to sectors with low labor multipliers that can be thought of as 
more capital intensive.  

 

Increasing investment in 
crops, such as by switching 
from recycled seed to 
certified seed, not only 
increases yields, but also 
supports production and 
jobs upstream 
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However, while a relatively low share of the economic output from soy goes to wages, the jobs supported tend 
to be better paid. For example, the tobacco sector, for example, produces a Type 1 multiplier of 2.20, which 
means for every dollar of wage spending by the sector results in $2.20 of wage creation in the overall economy 
through employee spending.  The economic intuition is that low wage jobs, while employing large numbers of 
people, pay low wages, thus generate very little spending beyond subsistence.  While soybean produces one of 
the smallest wage bills ($5M USD from $60M USD of direct output) among the 17 crop sectors, it is 7th in terms 
of its Type 1 multiplier (1.11).  So while soybean currently spends little on labor relative to other expenditures 
due to its higher capital-to-labor ratio, any expansion of the sector will result in relatively high levels of spending 
per dollar of wage, due to the higher quality nature of the jobs within the soybean sector.  Other higher wage-
to-capital intensive sectors are leaf rea and cotton, with relatively high spending (Type 1) multipliers of 1.67 and 
1.39, respectively.  

Table 4: Wage Bills, Spending, and Type 1 Labor Income Multipliers 

 

Implications for Policymakers 
Input-Output analysis allows policymakers to empirically compare various policy directives using a holistic model 
and set of analytics. The method also allows users to exercise the model by exploring scenarios. Finally, the 
approach allows policymakers to decide on the important metrics, not only which sector beneficiaries are 
preferred, but also what should the key priorities, wages, jobs, or value addition be for example.  Input-Output 
analysis can complement other policy and program strategy tools in Malawi, such as the National Agriculture 
Investment Plan, by helping the government and other stakeholders examine how choices to focus on particular 
sectors, or types of investments within sectors, are likely to contribute to the goals articulated in these 
strategies.   

At its core, Input-Output analysis serves as an industrial planning tool, and as such, lends itself to smart 
investments and strategic planning.  Some industries are small and may be difficult to expand sufficiently to 
warrant the investment of scarce public dollars.  Similarly, multipliers for certain sectors may be low, which 
results in a small return on public investment.   Thus, ceteris paribus, relatively larger industries may reflect the 
presence of some level of competitive advantage, and when combined with high multipliers can generate high 
nominal levels of impact relative to investments made.   
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Input-Output analysis does not provide a hard rule set as to which sectors deserve priority.  Establishing 
priorities is important, but they should be unique to each policy setting.  In addition, factors external to Input-
Output analysis, such as the cost-effectiveness of individual policies and programs in terms of promoting growth 
in a sector, should also be considered when allocating resources. However, once policymakers prioritize their 
goals for the economy, whether it is production maximization, wage optimization or increasing exports, then 
impact measurement allows for an assessment of the return on public investment for each sector of the 
economy.  

Figure 5. Framework for Integrating Input-Output Analysis into Policy Decisions 

 

Specific to Soybean, Input-Output analysis provides several key lessons for policies and programs in Malawi: 

• The soybean sector is among a small handful of agricultural sectors in Malawi that has both 
a high multiplier effect, and is large enough to have significant economic impact. The other 
sectors in this category include tobacco, which is expecting to see declining demand in the future, and 
tea, which has limited areas suitable for cultivation in Malawi. The final sector in this category is maize. 
As a result, prioritizing support for soybean may be a good strategy for both diversifying agricultural 
production, and maximizing the impact of that support on the wider economy.   

• The value of soybean to the national economy resides in its industrial nature.  A large, local, 
and stable supply of soybean supports downstream firms, jobs, and value addition to a greater extent 
than any other crop in Malawi, and this support extends to a wide range of sectors. As a result, policies 
that promote higher soybean sector productivity and expansion are also likely to have supportive impacts 
on a number of Malawi’s industrial sectors.    

• Conversely, because of the linkages between soy and local industries, policies that support 
industrial expansion in general are also likely to benefit soy farmers through increased  
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• demand pulls. These policies might include supporting financial reforms to promote capital investment, 
infrastructure improvement in terms of roads, power, connectivity, etc., and regulatory streamlining to 
allow greater transparency, efficiency, and ease of business formation.  They would have indirect benefits 
by expanding economic flows back up to the rural economy in general, and the soybean sector in 
particular.  

• The relatively high wage multipliers and low Type 1 multipliers in production agriculture reflect the 
overall low levels of capital use relative to labor. Policymakers need to balance investments or 
expansions of industries that employ high levels of workers per unit of output, versus 
industries that effectively employ capital, utilize technology, and as a result operate more 
competitively.  Such tradeoffs are difficult because in the near-term high labor multiplier sectors 
support national employment goals to reduce unemployment. Alternatively, high Type 1 sectors build a 
resilient and more diverse economy with job numbers being slower to grow and job types residing 
outside traditional fields. For example, expanding an agricultural sector that utilizes high levels of hand 
weeding would create a high quantity of jobs. While expanding a more capital-intensive sector when 
combatting weeds would, ceteris paribus, create higher quality jobs and the associated higher levels of 
spending by the employees, as well as significant upstream multipliers. 

• Increased adoption of new agricultural production technologies in the soybean sector and 
other agricultural sector is likely to have multiple economic benefits. Current weak adoption 
of production technologies across Malawian agriculture results in nominally low upstream multipliers 
across the 17 crop sectors.  They average 1.21, and range between 1.00 (the import-based wheat and 
barley sector) and 1.808 (the tobacco sector).  Though the soybean sector holds the 5th highest upstream 
multiplier, its nominal value of 1.21 reflects weak adoption of input technologies. This lack of adoption 
explains why farmer yields are far below the global average, and are 40% of the yields currently garnered 
on Malawian farms adopting input technologies. So, a pathway exists to greater productivity, profitability, 
and reliability as a supplier to processors and manufacturers downstream.  Policies that support the 
adoption of fertilizer, mechanization, and irrigation technologies, for example, provide beneficial 
outcomes for the national economy.  Most directly, productivity improves, so farmers become more 
profitable, implicit wages rise, and rural economies become stronger.  Secondly, upstream multipliers 
expand, especially when competitive input sectors, such as seed companies or equipment fabricators are 
local.  

• Finally, strong production clusters of farmers and upstream input providers create a large 
and stable supply of raw material on which the downstream industrial sector can depend. 
Knowing soybean farmers are achieving their production potential allows downstream firms commit to 
soybean: 1) as the protein standard for feed rations, which in turn supports formal feeding systems to 
expand livestock production, and 2) as the fat and oil standard for food manufacturers seeking to replace 
imported staple oils, lower raw material costs, improve quality, reduce supply disruptions, limit foreign 
exchange effects, and expand local food innovation.  The high versatility of use that characterizes soybean, 
and the significant level of production (~170,000 metric tons per year) assures downstream firms that a 
nearby supply of a key raw material exists.  If farmers can begin to achieve higher levels of productivity 
and profitability, they will then commit to produce the crop year after year.  Such a commitment on the 
part of farmers allows downstream sectors to commit to soybean as a raw material in their recipes and 
formulations. The surety of supply and price stability creates a positive feedback loop whereby firms then 
have the confidence to invest in dedicated human and physical capital and enjoy the economies of 
specialization and scale.  The economy as a whole becomes more competitive because firms all along the 
value chain become more efficient as the uncertainty of supply is removed. 


