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I. Summary and Recommendations

Malawi is a small, landlocked country of 5.6 million
people. When it was a member of the Central African Fede-
ration of Rhodesia and Nyasaland (1953 to 1963), the country
attracted little interest because it lacked adequate infra-
structure and an exploitable mineral resource base. Due
to its scant resource base, government revenues had to be
' supplemented by British budgetary grant aid. Educational
standards were low and when independence came in 1964, few
qualified Malawians were available to administer the
economy.

Despite its bleak prospects, Malawi has not only sur-
vived but prospered. foday, it feeds its own people and
maintains a health export sector. 1Its development policies
have been effective in terms of helping the rural poor and
its liberal trade and payment policies have encouraged pri-
vate sector and foreign investment.

Malawi remains one of the 29 least~developed countries
in the world with a per capita GNP of $140 even though the
economy has grown at an average annual rate of 6.5% at con-
stant prices from 1964 to 1976.

Malawi has done an extraordinary job with its poor
resource endowment. Thus, it can claim the support and
attention of the donor community not only on grounds of
poverty but also on its record of sound policy; hard work,

and effective use of assistance.



The basic development problem of Malawi is to improve the
productivity, income and quality of life of the 90% of the
population living in the rural areas. Despite impressive
strides, the majority of the people have inadequate access
to agricultural support services, markets and social services.
Key constraints include: shortages of trained technical and
managerial manpower, inadequate transportation facilities,
and low levels of agricultural productivity.

For the foreseeable future, Malawi's overall economic
well being will rely primarily on continued growth in the
agricultural sector. Increase in agricultural prcduction
has been a function of increased acreage under cultivation.
Since most arable land near areas of high population
density will soon be in cultivation, existing crop yields
need to be improved.

Foreign assistance supplements Malawi's development pro-
grams. Given Malawi's limited domestic revenue base, the
financing of recurrent expenditures has become a major
constraint in development activities, especially in the social
service area. Assistance may be necessary to support short-
term recurrent costs as well as the initial ou%lays for

development projects.



II. General Background

A. Physical Features

Malawi is a long, narrow, landlocked country in
south-eastern Africa. Topographically, it is dominated
by the southern-most section of the East African rift
valley system, which cuts throvgh the high plateau of
south-central Africa, forming a deep trough. Lake Malawi,
which is 265 miles long and 10 to 52 miles wide, occupies
two-thirds of the fault trough. The lake is drained by
the Shire River which joins the Zambezi River some 250
miles from the lake outlet.

Malawi's 45,000 square miles (one fifth of which
is lake surface) are agriculturally diverse, including
tropical, sub-tropical, and temperate crops. The diversity
can be categorized into three different regions. The cen-
tral region consists largely of plateau of about 4,500 feet
in elevation, with a strip of lower lying land along Lake
Malawi. The northern region is mountainous with altitudes
up to 8,000 feet. The southern reagion, which has some
scattered mountains, is mostly low-lying plains of about
1,500 feet above sea level.

B. Demographic Profile and Cultural Characteristics

Malswi's population of 5.6 million is overwhelm-

ingly rural; only 500,000 people (9% of the total population)



reside in urban areas. The country is divided into northern,
central, and southern regions, containing 12%, 38%, and 50%
of the population, respectively. In view of this uneven
distribution of population, there is a growing population
pressure on arable land. The largest cities are Blantyre,
(estimated population 290,000); Lilongwe, the new capital,
(estimated population 136,000); and Zomba (estimated popula-
tion 36,000).

The age distribution is characteristic of high
fertility/high mortality demographic patterns: 16% of the
population is under 5 years of age, and 42% under age 15.
Females out number males in all age groups except those over
54. The national rate of natural population increase has
been estimated to be 2.6% per annum, and the total rate,
including in-mi-yration, to be 2.9%. The urban growth rate
is 6.0% per annum, the rural 2.3%. h

Because of historical events and various forms of
inter-mixing, ethnic identification is not as important as
in some other parts of Africa. More than 75% of the popula-
tion understands Chichewa, which was declared the national
language in 1968. 1In 1966, only 6% of the Malawian popula- '

tion understood English, the country's official language.

Less than one-half percent of the population are non-African

with Asians numbering 11,299 in 1977, and Europeans 7,395.



Current data will soon be available when the 1977 census
is analyzed.

Although 75% of the population is Christian and
20% Muslim, many people maintain traditional beliefs and
customs. Most people live in small social units under a
village chief and support themselves by cultivating nearby
land. Clan ties are strong and matrilineal descent and
inheritance is predominant.

C. History and political System

Before the 19th Century, the area was characterized
by small scattered socio-political units. A long history
of migration, cultural assimilation and intermarriage has
tended to minimize the significance of ethnic identifica-
tions. This factor has undoubtedly contributed to relative
stability and a single political identity which has facili-
tated economic growth since independence.

For 73 years, the area was under a British Protec-
torate. During this period, it was the poorest and least
developed of Britain's southern Africa holdings, due to the
lack of mineral wealth. Malawi achieved independence in
1964 with the dissclution of the Central African Federation.
In 1966, Malawi became a republic within the Commonwealth.
Dr. H. Kamuzu Banda, the country's first Prime Minister,
was elected President of the Republic in 1966 and in 1970

’

he became the life President by the Malawi Congress Party.



Under the constitution promulgated in 1966, there is
a Parliament composed of a presidern: who is head of govern;
ment and a National Assembly of 60 members, 15 of whom can
be appointed by the president. Elections are held every five
years. Malawi is a de facto one-party state. The central
government is composed of 14 miaisters. For purposes of
administration, the country is divided into three regions’
and 24 districts. Although the three regions have ministerial
representation at the cabinet level, regional administration
_Operates only in limited activities. Local gqovernments
consist of district councils, city councils, and six town
councils. Fach district is headed by a District Commissioner
(DC) whose administration is concerned with law and order,
the collection of revenue, the stimulation of development at
the local level, and the provision of certain social services..
The DC also helps to coordinate the activities of government
departments at the district level.

D. Planning

The Government of Malawi has developed an effective
system of planning and management.

National development is the responsibility of the
Office of the President and Cabinet and functions under three
divisions:

o the Development Division;

o the Economic Planning Division; and



o the Physical Planning Djvision.

The President is Chairman of the National Development Council.
There is also a National Development and Planning Coordination
Committee.

The Development Division is an administrative body
which is responsible for the administration of the National
Development Program. Its main responsibility is the annual
revision of the government's three-year rolling public sector
development program. The Division works closely with the
Ministry of Finance. Through the District Development Com-
mittees, the Development Division carries responsibility for
rural development.

The Economic Planning Division is responsible for
advice on national economic policy and priorities, research,
planning and evaluation of development projects. This Divi-
sion issues an annual Eccnomic Report and a monthly Statisti-
cal Bulletin. A "Statement of Development Policies, 1971-
1980" (DEVPOL) was produced by the Division as a guide to
developnent programming.

The Physical Planning Division is made up of pro-
fessional planning officers. The Division has been engaged
in an integrated development plan for the new capital,
Lilongwe, and the planning of a variety of development

projects.



The DEVPOL plan is based on the proposition

that economic progress and improvement of living standards

will derive primarily from the agricultural sector. It

also stresses the importance of improved infrastructure

and the role of the private sector in development. The

government's main objectives for the period are:

(i )

(ii )

(iii)

(iv )

(v )

to achieve an average real ahnual
growth of GDP of 7.8%, partly throuéh
increased small-holder output but also
through parallel development of estates
in agriculture and industry;

to raise productivity and living stan-
dards in the rural areas;

to promote more balanced regional develop-
ment;

to improve internal communications in
order to reduce tranzport costs and
therefore increase the compet:tiveness
of exports;

to promote industrial development and
increase local participation in the

economy .



The private sector is viewed as an engine of growtt
The Plan encourages investments directed toward estate agri-
culture and manufacturing. Public exnenditures will be
directed primarily towards small-holder agriculture and
infrastructure. Social services are viewed as important but
available resources for cducation and health are recognized
as limited. Improvements in rural areas are sought through,
1) stimulation of estate agriculture to provide employment
and foreign excnange, and 2) government-sponsored rural
development projects to increase agricultural productivity.

A revision of DEVPOL is now being undertaken.
There will be no changes in the basic objectives, but the
program will be extended until 1985, and projections regard-
ing output, investment, savings, and the balance of payments
will be reviewed in the light of new developments in the
domestic economy and the changing international situation.
There will also be a shift in emphasis with respect to the
agricultural sector. Instead of emphasizing capital inten-
sive area projects, DEVPOL will adopt a more comprehensive
approach to rural development, which will be implemented
largely through the new National Rural Development Program.
(NRDP) .

Present long range plans include the 15 year Health

Sector Plan and the 20 year Rural Development Program.
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Since 1971, three year rolling devalopment plans
within the framework of DEVPOL and sector pians, have been
used to bridge the gap between planning and implementation.
This approach has (1) helped assure the availability of
local resources committed to foreign aid projects, and (2)
contributed to an enviable record of effective implementa-
tion.

While the Malawi planning capability is limited
by shortages of trained staff and data problems, it is
an effective effort in program development. The government
takes its planning grocedures seriously and believes that
donor assistance should be offered witnin its cgeneral
framework.

E. Progress and Commitment of the Government of
Malawi

Malawi has achieved remarkable progress through
effective planning and management. Both public and private
sectors have achieved an average GDP growth rate of 8% since
1965. While this growth is most visable in the agricultural
sector, the manufacturing sector has also improved.

In addition to fostering economic growth, GOM
policy prevents inequitable distribution of income between
urbaii and rural sectors. Since urban wages have been held
down, domestic terms of trade have not been turned against
the rural sector. This lower urban wage structure encour-

ages labor-intensive manufacturing methods.



While reliable data is limited, the World Bank
suggests that income disparities between urban and rural
areas have actually declined since 1968. As a result,

extreme urban poverty is not conspicuous.

Malawi has been willing to allow high financial
returns to those able to develop new productive enter-
prises. While there is a relative balance of incomes for
most of the population, there exists a concentration of
income for entrepreneurs and key officials.

The system cf public finance started with a low-
level of taxation on a narrow base which required budget
support from Great Britain. By restraining expenditure
(average growth rate of 8%) while revenues increased at
15% per annum, the Revenue Account was balanced without
external assistance by 1972/73. The Development Account,
of course, continues to be larqely financed from external

sources.

11



I1I. gggpomz l/

Malawi's economy is based on agricultural development
and.export growth. The private and public sectors aim at
economic growth by promoting the participation of all
Malawians in the process and benefits of development.
Although Malawi has made economic progress, it still
remains one of the world's poorest countries. External
assistance will the-efore be reguired for at least the next
two decades to further develop the nation's procuctive capa-
city and establish self-sustaining growth.

A. growtg

Over the period 1964 to 1977, gross domestic
product (GDP) grew at an average annual rate of 13.1% per
annum at current prices or 6.8% per annum in 1964 prices.
The corresponding growth rates on a per capita basis are
10.3% per annum and 4.1% per annum, respectively. Most
recent estimates show that GDP reached K481.3 milliong/ in
1977 or a 6.1% increase in real terms over 1976. The 1977
per capita increase was 3.4%.

Compared to other African countries at similar
stages of development, these growth rates are quite favor-
able. EHowever, at independence in 1964, the country began
its development with a relatively small resource base, and

by 1977, per capita income was only about US $16€0.

1/ This section is mainly based on analysis included in the

T Malawi Government's "Economic Report of 1978," and the
IERD's "Economic Memorandum on the Economy of Malawi,"
Rep~ct No. 1966a - MAI, September 30, 1977.

2/ US$1.00 equals 0.8998 Kwacha (July 1977).
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Fowever, at independence in 1964, the country began its
development with a relatively small resource base, and by

1977, per capita income was only about US$160.

As a result of government policies to limit high
wage differentials between urban and rural incomes, the
nation's income distribution patterns is relatively favor-
able. The most reliable data in this regard dates back to
19€9. At that time, it was estimated that the poorest. 40%
of households received 15% of incomes; the highest 20%
received 53%; and the highest 5% received 30%. These
figures compare favorably with those in most developing
countries. Furthermore, it is expected that government
emphasis on promoting small-holder agricultural production
will assist in maintaining rural-urban wages within ranges
conductive to balanced regional and sectoral growth and
development (see Section V.B.).

B. Structure

Malawi's economic performance has been remarkable
as evidenced by the impressive growth rates noted above.
This success is attributed to the Government's strong com-
mitment to development, its pragmatic well-conceived
development plans, and its prudent management of the economy.
The economy's present structure and the changes that have

occurred since independence are indicated in the table below.
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Industrial Origin of Gross Domesti~ Product*
1973=1976
(percentage of total)

0ld Series New Series
1964 1972 1973 1977
(Est.)
Agriculture, Forestry, Fishing . 55% 51% 48s 46%
- Smalilolders n/a n/a ( 43%) ( 40%)
- Estate/Government n/a n/a { 5%) { 6%)
Marnufacturing 9% 129 12% 12%
Building, Construction 4% 6% 5% 5%
Trade % 11% 12% 12%
Public Utilities 10% 1% 1% 1%
Services 23% 19% 22% 24%
GDP at Factor Cost 100% 100% 100% 100%
- Monetary 53% 65% 63% 67%
- Non-Monetary 47% 35% 37% 33%

*The National Statistical Office is in the process of revising the
National Account Statistics. The revision has been completed for
the years 1373-1977. fThe figures in the two series as shown above
are not comparable. However, they are still indicative of the
trends occuring in the structure of the economy.

Sources: "Economic Report 1978", Government of Malawi; and IBRD,
"Economic Memorandum ca the Economy of Malawi' Report No.
1966a - MAI, Septemrer 30, 1977.
The figures show that agriculture continues to
dominate the economy and represented 46% of GDP in 1977.
Following in importance are manufacturing (12%), trade (12%),
and services (24%). Some shifts have occured in the structure
since independence, the most notable being the decline in

agriculture's share from 55% in 1964 to 46% in 1977, and the

increases in the share of manufacturing and trade from 9%
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and 8%, respectively, to 12% for each in 1977.

However, it should be stressed that although manu-
facturing, trade, and other sectors have grown relatively
faster than agriculture, the latter has still been the stimu-
lus behind the growth in these other sectors. That is, as
agriculture export has increased, accompanying increases
in primary processing, distributive and commercial activi-
ties have occured at relatively faster rates. The expansion
of the manufacturing trade, and service sectors and the
emphasis on increased agriculture for export is also
reflected in the monetization of the economy. From 53% of
GDP in 1964, the "monetized sector" had grown to 67% by

1977.

Not adequately portrayed in the above table are
two structural developments that are causing some concern
to the Government. These are the relatively slow growth
in small-holder agricultural production and the shortage
of educated and skilled human resources. For example, sta-
tistical data suggest that over the past decade, small-
holder production as a percent of total agricultural exports,
declined from 55% to 37% from 1964 to 1976. In addition,
small-holder crop sales to the national makketing organiza-
tion (ADMARC) have stagnated in recent years. Recognizing

these trends, the GOM is re-orienting its traditional sector



16

development efforts. Now, less emphasis is beirng placed on
infrastructure development involving heavy capital outlays
and more is being given to the provision of basic inputs
and services to stimulate more immediate term production
responses,

The second area of growing concern to the GOM is
human resources development. To promote traditional sector
agricultural production, it is necessary to expand the
quantity and improve the quality of technical and mana-
gerial expertise. While the GOM feels it has the capacity
to prepare and implement its National Rural Development
Pregram at the highest technical lavels, the availability
and quality of lower level personnel is likely to be a
constraint. Two aspects to this problem are that (1) the
general level of small farmers education is very low and
(2) the present education and training system is now pro-~
viding graduates sufficient only to meet the present need.
Shortages of properly educated and trained personnal are
also being felt in other sectors of the economy. In recog-
nition of these weaknesses, the GOM is reconsidering the
relatively low priority given education in the past. It
is expected that, under the most recent three-year rolling
development plan, education expenditures will be increased

appreciably.



C. Economic Relationships to Neighboring Countries

As a result of political developments in the
southern Africa region, economic relationships with Malawi's
neighbors have shifted markedly since independence. Ppar-
ticularly noteworthy is the change in Malawi's major regional
trading partner from Southern Rhodesia (Zimbabwe) to the
Republic of South Africa (RSA). This shift began in 1965
following Southern Rhodesia's unilateral declaration of
independence (UDI). Malawi abrogated its agreement with
Southern Rhodesia, and as a result, Malawian exports to
Southern Rhodesia fell from 14% of total exports in 1964 to
1% in 1977. Over the same period, the share of imports from
Southern Rhodesia declined more significantly from 39% to
2%. Trade with South Africa began expanding noticeably in
1967 when Malawi signed a trade agreement with the Republic.
Since then, the RSA has become the major supplier of Malawi's
imports. Providing only 6% of total imports in 1964, South
Africa supplied 36% in 1977. The share of Malawian exports
to South Africa remained about the same in 1977 (6%) as in
1964 (5%).

Malawi's trade relationship with Zambia has not
changed noticeably since independence. Over the 1964-1977
period, Zambia's share of both Malawi's exports and imports

have averaged about 3-4%. With the closure of Zambian

external trade routes through Angola in recent years,
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trans-shipment of Zambian trade traffic through Malawi, to
and from Mozambique ports, has become a signfficant element
in Malawi and Zambian economic relations. Rail links between
Malawi and Mozambique seaports at Beira and Nacala provide
vital transport for Malawian foreign trade traffic as well.

Another major feature of Malawi's economic rela-
tionships wiEh its neighbors is the employment of migrant
workers, principally in the mining sectors of South Africa,
Southern Rhodesia, and Zambia. Through a system of organized
labor recruitment, 200,000 were employed in these countries
at the end of 1973. Following a disasterous airplane crash
in which many miners lost their lives, the Malawi Government
banned organized recruitment in early 1974. By mid-1976,
nearly all of the migrant workers had been reabsorbed into
the Malawian economy, primarily in traditional subsistence
agriculture.

In July 1977, in response to widespread public
opinion, improved employment terms were negotiated and orga-

nized recruitment resumed on a limited scale. By mid-1978,

21,000 laborers had been hired, although this number is not

expected to increase significantly in the future. It is also

likely that underemployment will increase in subsistence agri-
culture as another result of this influx.
The impact of these developments on the Malawian

economy is reflected in the the nation's balance of payments.
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These accounts show that wage remittances fell from about
K31.4 million in 1975 to less than K5 million in 1976.

D. External Trade

Malawi's external trade shows that: (1) over 90%
of exports are agricultural; and (2) imports consist largely
of machinery, equipment, and other materials used in efforts
to develop the economy.

From 1964 to 1973, exports grew in real terms by
about 7.5% a year. However, in recent years, unpredictable
weather conditions often affected agricultural production
causing export growth to flucﬁuate. For example, due to
unfavorable weather, exports declined slightly in 1974 and
grew by only 5% in 1975. 1In 1976, when the weather improved,
exports increased 14% followed by a 15% real increase to
K187.2 million in 1977. Tobacco is the main export crop and
averaged about 48% of Malawi's domestic export earnings for
the period 1975 to 1977. Following in significance were
tea (21%), sugar (12%), and groundnuts (7%). Other minor
export crops include cassava, tung oil, maize, rice, pulses,
sunflower seeds, and coffee. Manufactured exports consist
mainly of textile goods. Exports rose 10% in 1977 after:
recovering from a decline in industrial activity.

The composition of Malawi's imports basically

reflects efforts to develop the economy. For example,



during the period 1975 to 1977, major categories included
raw materials for industry (35%), machinery and equipment
(14%), transport equipment (14%), and materials for build-
ing and construction (9%). The most significant change iﬁ
the composition of imports since independence has been the
decline in the share of consumer goods from 25% in the mid-
1960's to abcut i0-12% in recent years. From 1964 to 1673,
imports grew in real terms at an average annual rate of
6.5% compared to 7.5% for exports over the same time period.
Imports rose by 4% and 14% in real terms, respectively, in
1974 and 1975, but fell by 24% and 7% in the subsequent
years due to decrease demand and price increases.

Malaw: ‘s main trading partners are the United
Kingdom, the United Steteg, the Netherlands, South Africa,
West Germapny, %ambia, Rhodesia, and Japan. Following the
closure of the Rhodesian border with Mozambique, South
Africa became the largest single supplier of imports, fol-
lowed by the United Kingdom, Japan, and the United States.
Most of Malawi's exports went to the United Kingdom, the
United States, and the Netherlands.

E. Balance of Payments

Prior to 1975, Malawi's balance of payments trend

was favorable with surpluszes on the overall account contri-
buting to a gradual increase in interrnational reserves.

However, in 1975 and 1976, this trend reversed in response

20
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to (1) a deterioration in the country's terms of trade hy
about 10% between 1973 and 1976; !2) precautionéry stock-
piling by traders and industrialists who feared disruptidn
of external trade routes (note 1975 imports); and (3) the
decision to suspend organized recruitment of migrént workers
for South Africa, which caused remittances of those workers
to decline from about K30 million in 1975 to not more than
K5 million in 1976; and (4) unexplained capital outflows
(shown in "errors and omissions") in 1975 and 1976. The
latter can probably be attributed to the unsettled political
Situation in the southern Africa region. This is reported
to have caused exporters abroad to insist on shorter payment
periods which resulted in a net reduction in short-term
credits. Another factor may also have been the transfer of
savings abroad by Asian traders forced to give up their
businesses in rural areas since 1975. Thus, from an overall
surplus of K13.8 million in 1974, the accounts showed
deficits of K13.8 million and K31.5 million in 1975 and

1976, respectively.

In 1977, there was a sharp improvement in the
payments position with external balances reaching a record
increase of K52.1 million. This turnaround is attributed
to significant inflows on the capital account, particularly
those of the public sector, and stabilization of the

unexplained outflows which occurred in 1975 and 1976 (see
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table below). At the end of 1977, international reserves

totalled K81.6 million or about 5.4 month's imports. Exter-

nal public debt disbursed and outstanding at the end of 1976

was $285 million. Debt service payments amounted to $13.4

million and were equivalent to 6.5% of export earnings.
Summary Balance of Payments

1973 - 1977
(K million)

(Est.) (Est.)

1973 1974 1975 1976 1977
Exports, goods and NFS 99.7 127.4 155.4 151.6 187.2
Imports, goods and NFS 136.8 179.8 246.0 159.9 184.4
Resource balance -37.1 -52.4 -90.6 - 8.3 2.8
Factor services, net 0.8 12.4 10.3 ~-18.0 -23.0
Current transfers, net 5.8 4.8 5.3 +16.0 -23.0
Balance on current account -30.5 -35.2 -75.0 ~39.1 ~29.1
L-T private capital, net 17.2 20.1 16.3 +11.6 +22.5
IL-T government capital, net 25.7 34.5 41.1 +26.8 +44.9

of which development grants (.7.8) ( 5.9) ( 7.0) ( n/a) (n/a)

Short~term capital, net 8.9 12.6 12.2 ~30.8 +13.8

Errors and omissions 5.9 -18,2 -35.4

Changes in reserves -27.2 ~-13.8 40.8 31.5 52.1
(minus equals increase)

Sources: "Economic Report 1978," Government of Malawi; IBRD, "Economic

Memorandum on the Economy of Malawi," Report No. 1966a - MAI,
September 30, 1977.

F. Pupolic Finance

As noted earlier, Malawi depended upon British bud-
getary support after independence. To obviate the need for
this assistance, the GOM increased taxes, improved tax

collection and exercised restraint in spending. By 1972/
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1973, the revenue account was balanced and this support
ceased. Budgetary performance in recent years is indicated
in the table below.

Summary of Central Government Finances

1973/74~1977/78
(K million)

1973/74 1974/75 1975/76 1976/77 1977/78

(est.) (budget)

Revenue account receipts 63.1 78.7 89.7 94.2 111.9
Revenue account expenditures 61.7 73.8 84.4 93.6 111.1
Revenue account balance 1.4 4.9 5.3 0.6 0.8
Development account expendi-

ture 30.2 40.8 70.0 55.9 95.7
Overall balance -28.9 -35.9 -64.7 -55.3 -94.6
Financed by:

External borrowing 21.0 24.9 36.6 28.2 46.4

Grants & reimbur:-ments 3.7 1.3 11.0 9.4 36.2

Domestic resource. : 4.1 9.7 17.1 17.7 12.0

Sources: IBRD, "Memorandum on the Economy of Malawi," Report No. 1677a -
MAI, September 30, 1977; "Economic Report 1978," Government of
Malawi.

As shown by the recurrent accounts, recurrent reve-
nues have continued to outpace recurrent expenditures although
the rate of gfowth in revenues relative to expenditures fell
in 1976/77 and 1977/78. This is evidenced by the drop in the
recurrent account surpluses for those years. Tax measufeé
announced at the presentation of the 1977/78 budget are
expected to generate additional revenues which will maintain

the balance on the recurrent account. These measures are
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projected to increase income tax receipts on companies and
the self--employed by 19% in 1977/78, and a surtax on imports
by 32%. These taxes represent the major sources of Malawi's
recurrent revenues over the period 1975/76 to 1977/78. The
major categories of recurrent expenditures over this same
period were education (14%), general administration (13%),
and defense (11%).

Malawi's development expenditure have risen
sharply in recent years from K30.2 million in 1973/74 to
K95.6 million in 1977/78. Major funding allocations for
the period 1975/76 to 1977/78 were transport (40%) and
"agriculture and natural resources" (20%). In recent years,
these expenditures have been financed primarily by foreign
loans and grants. The proportion of external financing
averaged 65% to 70% from 1975/76 to 1976/77 but rose to
86% in 1977/78. Domestic financing is primarily in the
form of borrowing from the banking sector.

G. Constraints Upon the Poor

As discussed earlier in this section, the rela-
tively faster rate of growth in the modern sector affects
progress for a more equitable distribution of income.
However, the National Rural Develocpment Program, currently.
being implemented by the government and multi-donor support,
will enable the small-holder farmers to increase their

participation in and benefits from the cash economy.
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The overwhelming majority of the rural population
continue as subsistence farmers,,living substantially in a
barter economy of the periphery of the modern sector's

health, education, and agricultural extension services.
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Iv. Profile of Development Sectors and Constraints

A. Agriculture

Agriculture is the most important sector of
Malawi's economy producing 46% of GDP in 1977, 95% of
export earnings in 1976 and supporting fully 90% of the
population. Of the 240 million kwacha 1976 GDP, agricul-
tural output accounted for K209 millidn. Exports accounted
for K133 million. Incomplete 1977 data reflects signifi~-
cant growth in agricultural export earnings. Malawi is
generally self-sufficient in food production, although
there are significant imports of commodities, such as
wheat.

Except for tobacco, both small-holders and
estates cultivate differant crops for export. Estate crops
include tobacco, tea, and sugar. Small-holder crops
include maize, tobacco, groundnuts, cotton, pulses, rice,
and other crops. 1In 1977, exports of small-holder products
amounted to Kél.million and, of estate products, K108
million.

Clearly both small-holder and estate agriculture
are essential to Malawi's economic survival for now and for
the foreseeable future. while population is unevenly dic-
tributed and most of the productive land is already in use
in densely settled areas, major increases in yields from

current levels can be achieved. The Ministry of Agriculture
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and Natural Besources estimates that improved techniques
(not including irrigation) are well within the capability
of Malawian farmers. These improvements could increase
maize yields from 1,200 to 3,000 pounds per acre; ground-
nuts from 400 to 790; cotton from 450 to 880; rainfed rice
from 1,500 to 2,500; cassava from 900 to 2,900. Irriga-
tion is not widespread in Malawi but, of course, could add
greatly to yields.

There are a number of constraints to growth in
the agricultural sector, some of which are more likely to
respond to development intervention than others. Problems

that will not be easy to resolve include:

(a) The land tenure system does not generally
encourage investment in land improvement. The eldest son
inherits land, which limits fragmentation but affects work
and investment incentives.

(b) The most productive land in Malawi is
already in use. New land being brought into production is
often less fertile and more susceptible to degradation.
Erosion is a serious problem in the escarpment area and °
hill zones in the rainy season. Erosion problems are magni-

fied by rising demand for fuelwood and wood products.



(c) The rural population density is increas-
ing. Fertility is high in Malawi. The crude birth rate is
estimated to be 50.5 per 1,000 population and the average
woman is estimated to have 7.7 births at the completion of
her child bearing. High fertility and birth rates are
responsible, along with declining death rates, for Malawi's
natural rate of population increase of 2.6%. This rate is
likely to increase to at least 3.2% per year before it can
begin to decline.

(d) The social customs may dampen incentives.
Many Malawian farmers by tradition will share wealth with
members of the extended family who can claim a share of
any profits. Communal land is owned by the village and
allocated by the headman according to need. It normally
cannot be mortgaged, bought, or sold. Because farmers
often do not have a clear title to their land, they have
less incentive to improve it and cannot use it as colla-
teral for loans. Among the problems that can be ameliorated

effectively through development programs are the following:

(1) 1Improved production packages of
farming techniques, inputs (e.g., seeds, fertilizers), and
management practices, adapted for Malawian conditions.

This would require improved research programs and facilities

for agriculture, fisheries, livestock and forestry.
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(2) Adequate rural infrastructure
(including feeder roads, market facilities, wells, land
improvement and social services facilities). 1In particu-
lar, export and import costs, are high due to the distance
and transport difficulties to the Mozambique ports. Poor
feeder roads raise local transport costs.

(3) Availability of trained manpower .
A 1971 Malawi Manpower Survey found that 70% of the high-
level manpower positions in the country were filled by
expatriates and there was a 20% vacancy rate. An updated
Manpower Survey is now underway and the results are expected
to show some light improvement in this situation. However,
with the dynamic development programs mounted over the
last seven years, the slight improvement in high, technical
and intermediate manpower has not proven adegquate to alle-
viate this critical manpower constraint on Malawi's develop-
ment. Clearly, the performance of the Ministry of Agricul-
ture and Natural Resources is constrained by lack of suffi-
cient staff and training facilities.

(4) A credit system for small-land
holders. ADMARC extends a limited amount of credit for
the purchase of small farm items or 2quipment (sprayers,
etc.), but does not extend credit for the purchase of fer-

tilizer or seed. There is a government loan board that
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makes loans to individuals and'groups,.hut the process of
loan review and approval is long and complicated, requiring
review at several levels.

Discussions have been held within
government regarding establishment of a central credit
agency, but no decision has been made as to which agency
would have administrative responsibility and the source and
amount of capital. These issues are especially important
for subsistence farmers. As progress is made toward more
production for sale, the need for a broader based credit
program must be addressed.

(5) An appropriate policy for agricul-
tural pricing and incentives. The Agricultural Development
and Marketing Corporation (ADMARC) is the purchaser of last
resort at set prices for most Malawi crops. It also sup-
plies many agricultural inputs, such as fertilizer, insecti-
cides, seeds, and equipment at cost or near to cost. ADMARC
has established market places throughout the country and
provides short and long-term warehousing.

There has been some concern over the
possible adverse impact of Malawi's agricultural price
policies in terms of the farmers' incentives to produce.

In general, the government, through ADMARC, pays low but
relatively stable prices to Zfarmers for their products.

In some cases, ADMARC resells these products, particularly

30



31

small-holder tobacco, at a substantial profit. While bonuses
are paid to producers when large resale profits are made,
large ADMARC surpluses are turned over to the government,

put in reserve, or invested in various development schemss.

ADMARC's minimum guaranteed buying prices are
fixed in consultation with the government and are announced
each season before planting begins. Therefore, farmers
know what they can expect to earn when crops are sold in
ADMARC's purchasing markets. ADMARC maintains relatively
low prices on agricultural commodities, which may reduce

farmers' incentives to expand production and increase incomes.

On the other hand, increased production of some crops such
as maize and tobacco might not necessarily find profitable
export markets for various reasons. Pricing policy pro-
vides a rough but effective surrogate for rural taxation.
The impact of agricultural price policy on Malawi's overall
economic growth is a very complex problem which should be
examined closely.

As in any developing country, there is an
overriding problem of organizing the many elements of a

modernizing agricultural sector so that farmers have timely
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access to technology, inputs, services and markets at a cost
which permits broad participation by the rural masses.
Malawi's response to this problem, as discussed below, is
bold, comprehensive and, if it works, can carry the country
into the 21st century as a unique development success story.

2. Plans for Agricultural Development

The Malawi government's development plan has
put great emphasis cn agricultural development by supporting
it with about one-third of the national budget. Increased
production in the past has come from expanding the area under
cultivation. Since only marginal lands are left unculti-
vated, future production increase will have to come from
higher yields.

Malawi's agricultural policy has taken four
basic approaches: (i) integrated regional development pro-
grams implemented by semiautonomous projects, (ii) a national
extension effort, (iii) settlement schemes, and (iv) pro-
ducer price programs and market development for agricultural
inouts and products. In addition, various departments in
the Ministry of Agriculture and Natural Resources and other
ministries carry out specific activities aimed at furthering
food and fiber production. The National Rural Development
Program is a new approach building on past experience to

expand development throughout the country.
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a. Integrated Regional Development Proiects

The main emphasis of the government's de-
velopment effort in the agricultural sector has been directed
toward large integrated aqricultural development schemes.
These projects are intended to raise smallholder productivity
especially in cash crops, by providing credit, extension,
and marketing services, as well as establish basic
infrastructure in the development areas. There are four
projects: The Shire Valley in the southern region, concen-
trating on cotton production; Salima (cotton, groundnuts,
and maize); Lilongwe (maize, groundnuts, tobacco, and live-
stock) in the central region; and Karonga (rice, cotton, and
livestock) in the north.

These schemes now extend to over 10% of
the rural population and have in general been successful in
raising smallholder productivity, and in encouraging the
cultivation of cash crops. This has been achieved, however,
at a relatively high cost both in terms of the financing
of infrastructure and deployment of scarce manpower resources,
Meanwhile, smallholder production outside the schemes has
not increased as rapidly as expected. 1In some cases produc-
tion has declined, reflecting the effects of high prices and
short supplies of fertilizer, lack of credit facilities, the
scarcity of extension workers to advise on appropriate cul-

tivation techniques, and low prices offered by ADMARC.
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In order to address the first three of
these problems and to shift the emphasis to general improve-
ment among smallholders rather than on the large transfor-
mation schemes, the government has recently launched the
National Rural Development Program.

b. National Rural Development Program

The National Rural Development Program
(NRDP) is basically a phased expansion of the oriqginal
intensive area projects over a 20 year period. Emphasis
is on improving high yielding crop varieties and reIéted
cultural practices, inputs and market services, extension
education, rural credit, and a basic rural road network.
The cost of the NRDP program is estimated at $13 per acre
or $26.50 per person over 17 years.

NRDP has three basic objectives:

(1) To increase Malawi smallholder
agricultural production for
domestic needs, import substi-
tution and export.

(2) To increase agricultural produc-
tivity and thus smallholder
welfare by assuring access to

needed inputs and services.
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(3) To preserve Malawi's natural resources
by encouraging conservationwith crop
production: i.e., developing multi-use
conservation programs, and developing
forestiy reserves on customary land.

To plan and implement NRDP, the country

has been divided geographically into eight agricultural
development divisions (ADD), each with approximately 125,000
farm families. Each ADD is subdivided into development
areas (DA) each with approximately 25,000 farm families.
Each ADD will constitute a Rural Development Project (RDP).
The development areas, and consequently projects, are fur-
ther subdivided into a total of 180 Extension Planning
Areas (EPA) of no more than 10,000 families each. EPAs
should be more or less uniform in ecoloqical characteristics,
cropping patterns and conform to natural boundaries to
facilitate administration. They will be under the extension
management of one technical officer (T.0.) who will super-
vise 12 technical assistants (T.A.) handling approximately
600 farm families each.
3. Phasing

The Rural Development Program will be developed

in four phases:

(1) Preparatory Phase--This two to three year

program will include land resource an.l agro-
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economic surveys and the establishment of
agronomy trials where necessary, followed
by detailed physical and economic planning.

(ii) Extensive Phase--This phase is expected to

take about five years and will involve in-
vestment in productiqn related items such
as improved extension and training, marketing,
supply of inputs and credit and the construc-

tion of essential supporting infrastructure.

(iii) Intensive Phase-~This five year phase will

be more or less equivalent to the on—~going
major projects. It will involve more atten-
tion to research and the introduction of

new crops and processing technologies.

(iv) Consolidation Phase--This phase will involve

a continuation of more intensive development,

further improvements to social infrastruc-
ture and possibly the development of rural
industries.
The plan calls for starting three Rural Development
Projects (RDP) each year, shared evenly among the north,
central and southern regions of the country. The specific
areas will be selected by the following criteria:
(L) Areas with high, but largely underdeveloped

potential;



(2) Areas where considerable initiative

is being shown;

(3) Areas of food deficit; and

(4) Areas of ready accessibility.

NIDP is a very ambitious undertaking. It
will require ccnsiderable international donor support to
see it through. Support will be needed both for the
expenses involved in preparing and managing the various
projects and for the central government agencies that plan
the overall program and provide necessary services. NRDP
direct-project costs are projected over the 20-year life
of the program at $90 million, while costs for central
services are projected at $50 million, totalling $140
million: Donor assistance is being sought for various
aspects of NRDP.

B. Transportation

Malawi has a classified road system of approxi-
mately 6,650 miles, of which 1,002 miles is paved. Not
included in these figures are over 1,200 miles of unclassi-
fied feeder and crop extraction roads, constructed in con-
junction with major agricultural development projects.
Malawi also is served by several thousand miles of undesig-
nated earth tracks, some of which are to be absorbed as
district roads. Unfortunately, the low quality of much of

the network results in high transport costs.
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Only 200 miles of paved roads existed at indepen-
dence. Almost 600 miles, or about 60%, of thg paved roads
and about 25% of the gravel roads have been built since 1968.
The existing system provides major links for the southern
and central regions where the majority of the population
resides. The links to the northern region are incomplete.
Paved roads run from Bangula to Blan;yre and on to Lilongwe
and Nasungu. Completion of a paved network is complicated
by a sharp escarpment which parallels the lakeshore creat-
ing two north-southt corridors. As a result, a paired
system with a coastal route and an interior route is
planned as far as Rumphi. Links between these routes are

planned at five strategic positions.

The government plans a major effort of 15 road
projects which would complete the basic internal main road.
networks and the necessary links to neighboring countries.
The objective of the program is to provide all-weather access
to all districts and routes suitable to carry agricultural
produce to markets in Malawi and abroad. As such, the road
program is an essential complement of the National Rural
Development Program.

Main and secondary roads in Malawi are generally
well maintained by *+he Ministry of Works and Supplies.
District road maintenance, however, presents serious prob-

lems since the local government units are not capable of
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carrying out required tasks. A major World Bank financed
program is planned to build the necessary capacity begin-
ning with 7 of 13 districts and later extending coverage
nationwide.

These programs will meet the transportation

policy outlined in the Statement of Development Policies:

-- To improve the administrative, social
and economic integration of the country
by linking all three regions with reli-
able all-weather connections;

-- To support the country's rural develop-

ment efforts by improving access roads
to the rural areas; and

-- To provide, within Malawi, efficient
links with transport routes leading to
seaports an the Indian Ocean, for
exports and imports.

Significant investments are now underway or are
planned in all modes of transport: This sector is expected
to account for 46% Of planned expenditures during the
period 1978 to 198l. This percentage represents a substan-
tial increase over the 29% expenditure over the 1971 to
1975 period. When these investments are completed, the
transport share of the government's capital expenditures

is expected to revert to its previous average.
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In addition to roads, an adequate rail system is
needed to ensure efficient shipment of exports and imports.
The upgrading of the rail line to Sali-a and construction of
the new line to Lilongwe will be completed by the end of
1977. The extension to the Zambian border should be com-
pleted by the end of 1980.

The ten year arterial road development plan (bal-
anced with a vigorous program of rural road construction)
will provide Malawi with an infrastructure which will permit
a balanced rural development policy. Along with key links
to neighboring countries, Malawi will have a transport sec-
tor which can support its capacity to feed itself, be compe-~
titive in international agricultural markets (and thus
generate foreign exchange earnings to which no other sector
is likely to contribute significantly), and facilitate
development of small-holder agriculture in a crowded resource
poor country. Given the marginal economic opportunities of
Malawi, a sound transport system is essential to achieving
economic efficiency.

C. Manufacturing

l. Introduction

Despite the recent fluctuations in the
economy, the Malawi manufacturing sector has performed well.
The share of manufacturing in GDP is about 15%, which is
relatively high for a country whose per capita income is

about $140. Wage employment grew by an average of 8.5% per



year between 1968 and 1975, about as fast as real growth of
monetary GDP, attesting to the succesé of the government's
labor-intensive production policies. Fixed investments
grew from 8.5% of GDP in 1964 to 22% in 1976. Large-scale
industrial growth, defined as industries employing more
than 20 employees, has been substantial, averaging 27% per
year in current prices.

The manufacturing sector is based on cement:
the processing of such agricultural products as coffee, tea,
sugar, and cotton; and the production of a number of import-
substituting consumer goods. Included among the latter are
cigarettes, soft drinks, beer and hard liquors, blankets,
clothing, soap, edible o0il, cotton textiles, and agricul-
tural implements.

2. Industrial Policy

After independence, the GOM strategy for
industrialization was to encourage import substitution in
those areas where there is a sufficient local market. The
Industrial Development Act, enacted soon after independence,
was designed to requlate the process of industrial develop-
ment and to encourage joint venture in the consumer goods
industry by acquiring both needed capital and foreign teﬁh-
nical expertise. The first industry to expand appreciably
vas textile production which now employs a nearly 100% Mala-
wian workforce. Sugar and cement industries subsequently

develbped into major elements of the economy.
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This policy was designed to develop links «.'h
other sectors. For exsmple, Malawi seeks to utilize its
natural resources, mostly agriculture and forestry, to
increase the size of lccal value added, provide additional
income and employment opportunities for Malawians, and to
relieve the pressure on the balance of payments caused by
imports of capital and intermediate goods. Large capital
intensive industries dependent upon imported raw materials
and intermediate goods have been discouraged.

The focus on import substitution (which has
successfully encouraged establishment of over 200 industries
with more than ten employees each) will now shift to greater
emphasis on export industries.

DEVPOL policy explicitly rejected high pro-
tective tariffs to shelter inefficient industries or stimu-
late uneconomic investment. Tariff policy focused on
providing a secure domestic market for internationally
competitive producers. Price controls were imposed to
reduce the impact of inflation, assure international compe-
titiveness and reasonable prices for manufactured goods sold
to the rural population.

The new industrial policies for the Third
National Development Plan are substantially similar to the
original, except for the following.

-~ More emphasis on improving the

economic climate to attract
foreign investment;
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== More emphasis on local ownership
and SSEs;

-~ Limited use of tax holidays;

-~ More emphasis on labor-intensive
production;

=~ More emphasis on regional industrial
balance; and

-- More industrial sites.

Government policies to attract foreign capi-
tal are generous. There are no requirements for local
participation, although the government encourages joint
ventures with either parastatal institutions or with private
Malawians. The GOM appraises projects to determine if they
fall within government priorities, such as overall impact on
industrial development, employment and exports. Foreign~
owned interests at 100% are permitted and the government
allows full repatriation of profits. 1In sum, the investment
climate for foreign capital is favorable, as demonstrated
by the increasihg involvement of foreign financial institu-
tions in Malawi.

The greatest share of industrial investment
comes from private sources, most of which are foreign.
Nevertheless, government parastatals, such as Indebank,
Agmarc, MDC, and Press Holdings, Ltc., are increasing their
share of the total. VIPCOR (Vipya Paper Corporation), a
large paper and pulp concern being developed mid-way along

the lake shore, is the largest single undertaking. More



processing of tea, rice, tobacco, and cotton will also

absorb investment resources in the near future.

3. Program to Promote Small-Scale Enterprise

An emphasis on small-scale enterprise (SSE)
in the Third NDP represents a change from focus of larger
scale manufacturing enterprises.

Government policies may not have emphasized
SSEs in the past since Malawi has not suffered from an acute
shortage of local entrepreneurs. The entrepreneurs, however,
consist mostly of Asian nationals. 1In recent years, the
GOM has forbidden the Asian population to engage in commer-
cial activities in the rural areas. Asian businessmen as
of 1978 may only operate in Blantyre and the new capital
city, Lilongwe. While the Asian population was gradually
phased out of rural areas, no provision was made to train
Malawians to replace them. As a consequence, the rural
areas now experience shortages of a range of commodities.

A preliminary GOM survey of SSE indicates
that: (1) there is a need for non-financial assistance; (2)
many enterprises operate from small and unsuitable premises;
(3) none of the interviewed entrepreneurs had more than
primary education; (1) few kept records of business trans-
actions; and (5) few applied for loans from financial
institutions because they believed it would be fruitless.

In response to these problems, the Ministry
of Trade, Industry and Tourism is establishing a small-

scale industries unit (SSI). SSI will provide training and
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extension services, pre-investment advice and guidance, and
will initiate policies and legislation designed to promote
and encourage the development of SSEs. 1In conjunction with
this effort, a fund will be created, to be managed by the
SSE Development Trust, a self-governing body under the
Trustee Incorporation Act.

One small-scale development nucleus will be
established in each of the Rural Development Project Areas
(RDPs). Additional centers are also expected to be esta-
blished in two of the main urban areas. Funds will be
required to assist local entrepreneurs in the acquisition of
adequate working premises, machinery and equipment, procure-
ment of raw materials/parts, working capital, and marketing.
This will be done through various types of controlled credit
arrangements.

Indications are that such products as brooms
and brushes, lamp shades, rubber sandals, and other tradi-
tional handicrafts, e.qg., grassmats, straw hats and baskets,
are suitable for manufacturing in Malawi with available
resources and technical skills,

4. Policy to Promote Regional Distribution
of Industry

In order to discourage migration from rural
areas to Blantyre, the GOM plans to create major industrial
centers throughout the country. Industrialization began in
Malawi in 1964 with one industrial site in Blantyre. The
government plans to create other sites in Blantyre, Lilongwe,

and Liwonde.
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A town designed to contain 17,000 persons
will be established to support the planned papar mill at
Vipya Plateau, about 200 miles north of Lilongwe. The
area's natural resources include a pPlantation of about
114,000 acres of trees of various ages, suitable for the
pPulp/paper industry. The project is estimated to cost
about $500 million, which includes the paper mill as well
as the basic infrastructure (water, electricity, roads,
and housing). It is believed that the paper mill will
provide the basis for the establishment of other industries
catering to the 17,000 individuals and at the same time,
provide a basis to support a larger population. The project
will develop Malawi's northern region, create employment,
and generate an estimated 180,000 tons of bleached kraft
palp for export annually.

5. Future Development Policies

The future direction of industrial growth in
Malawi will be concentrated on domestic supply-base industries
for the export market. Plans are currently being made for
factories producing paper and pulp, sugar, and cement. These
activities are expected to increase GNP earned from manufac-
turing from K31.9 million in 1970 to K81.0 million in 1980,
a rate of growth of about 10% per year, compounded. Although
a major increase is projected for SSEs, most industrial

growth is expected to come from large~scale industcry.
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Labor absorption is not expected to increase
as rapidly as output in the capital-intensive paper and pulp
industry. Only small increases in labor productivity are
expected. Labor in SSEs will probably increase due to the
labor-intensive nature of this activity.

6. Constraints to Developing the Manufacturing
Sector

a. Regional Political Instability

Malawi has traditionally imported most
of its consumer goods from RSA. Goods previously were
shipped by railroad via S. Rhodesia. After the border clo-
sure between Mozambique and S. Rhodesia, the price of trans-
port doubled. It is estimated that Malawi paid an additional
K50.0 million in 1977 in transport costs as a result. The
closure of the border also resulted in a shortage of imported
raw materials and equipment and led to a decline in produc-
tion by the manufacturing sector. Moreover, a considerable
portion of Malawi's exports are perishable agricultural com-
modities which need to be shipped rather rapidly in order
to prevent spoilage. The GOM is clearly concerned about
political instability in the region, which could further
complicate economic conditions for Malawi.

b. Manpower Constraints

There is a shortage of properly trained

Malawians to work in middle and upper levels of industry as



technicians and managers. The government is aware of this
constraint and is adjusting its educational plans to produce
trained manpower to meet the various levels and types of
manpower requirements for the manufacturing sector.

c. Credit

There is no institution which provides
loans and technical assistance to pioneering, risky, small-
scale investors, and the development of SSE is greatly
restricted by a lack of credit. Existing financial insti-
tutions are not interested in providing funding for SSE,
but the GOM is currently developing an institutional frame-
work for this function within the Ministry of Trade, Indus-
try and Tourism (MTIT).

Capital supporting large-scale industry
does not appear to be a major constraint. Malawi has been
more successful in attracting foreign capital than many of
the other majority~rule countries in the area.

7. Recommendations for Donor Assistance

a. Assistance to Small-Scale Enterprises

There are no institutions in Malawi
which provide assistance solely to SSEs. The Ministry of
Trade and Industry is seeking donor assistance to provide
capital and technical assistance to SSEs and is considering
opening a land bank to develop and support medium- to short-

term undertakings. The GOM estimates an initial fund of



K7 to K10 million is needed. The bank will suport both
agriculture and industry, with funds to be allocated about
equally.

The GOM would also like additional sup-
port to expand a survey being undertaken with Danish assis-
tance to determine the needs nof small-scale businessmen.
This survey would provide the necessary information to
define an overall program and policy. Initially, Malawi
will rieed organizational, more than financial, assistance.
It is recommended that assistance should be provided to
strengthen MTIT capability in the SSE area.

The World Bank and the EDF are conduct-
ing a feasibility study of the potential for SSE which
should lead to detailed project proposals for training,
credit and technical assistance.

b. Manpower Training

Currently, the GOM is seeking funds and
aid to establish a degree program in engineering -- civil,
mechanical, electrical -- at the university level.

There is an acute shortage of business
and management training in Malawi. Malawi now has a small
indigenous business class but their training is inadequate.
UNDP has a non-formal training project to provide basic
skills and to increase management training for small

businesses.
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Given the obvious deficiencies in the
SSE area, donors may wish to increase their assistance by
strengthening existing training institutions and encourag-
ing new schemes through the MTIT, possibly using existing
facilities of the MTIT or the Ministry of Education or
Youth and Culture.

The concern for SSE should not over-
shadow assistance that is necessary for Malawian managers
and administrators at the medium- and large-scale levels.
The number of expatriates in the country and their predo-
minance in the more technical and higher managerial areas
is a clear indication that more trained Malawians are

needed.

D. The Health Sector

l. A Profile of the Health Situation in Malawi

. Health Status & Patterns of Morbidity
and Mortality

Many of the environmental and cultural
factors associated with ill health elsewhere in Africa are
also present in Malawi. The climate and geography favor
the presence of important vectors such as mosquitoes which
makes malaria difficult to control, the snails that transmit
bilharzia, and the flies that transmit onchocerciasis. Poor
soils coupled with traditional farming methods, means that
agricultural output in many areas only partially meets sub-

sistence needs, a contributing factor to malnutrition.
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At independence, Malawi was once of the
poorest African countries far behind many others in GNP
per capita, literacy, and health status. The following
are the vital rates that the MOH is currently using,
derived in part from an analysis of a special enumeration

study area:

Crude death rate: 28.2 per 1000 population

Infant mortality
rate : 163.8 per 1000 live births

Maternal mortality
rate : 1.9 per 1000 live births

More than half of all reported deaths
occurred in children under 5 years of age, the principle
causes in that age group were measles, malnutrition,
malaria, respiratory disease, gastroenteritis, and neo-
natal problems.

Al:hough the pattern or mortaility is simi=~

lar to that of many other African countries, there are some

significant variations. The measles and tuberculosis mor-

tality is extremely high, while pregnancy-related deaths

account for only 1.6 percent of all deaths.
Unlike most other countries in southern

Africa, Malawi has a high incidence of eye infections,

which cause most cases of blindness in Malawi and of venereal

disease, which is responsible for most cases of infertility.
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Guinea worm, which can seriously affect agricultural pro-
duction, does not occur in Malawi. Trypanosomiasis
(sleeping sickness) has not been observed for some years
in Malawi.

The diseases causing the most morbidity and
mortality in Malawi (measles, pneumonia, malnutrition,
malaria, gastro-enteritis, anemia, tuberculosis and tetanus)
are largely preventable. 1In addition, many severe eye
infections could be prvented by better nutrition and
hygiene. Onchocerciasis and schistosomiasis are prevent-
able, but major concerted efforts are needed to produce a
significant impact. Venereal disease can be prevented,
but special and intensive health education may be necessary.
The alarming increase in traffic accidents could be reduced
by an intensive program of speed coutrol, vehicle inspec-
tions, and road maintenance.

b. Food and Nutrition Status

Maize and millet are the primary staples.
Most families also grow some green vegetables. Perhaps
half the families raise sorghum, cowpeas, chickens, and
goats, while groundnuts and sweet potatoes are less common.
The diet is supplemented by fish, beans, meat, and fruit.

Nevertheless, malnutrition is still a
najor problem in Malawi. Among the causal factors are:

local food shortages due to poor soils, inadequate rainfall,



flooding, inefficient farming methods, and inadequate pro-
portion of vegetable or animal protein in the diet. Infec-
tions, especially in childhood, are important contributory
factors, the most important being gastro-enteritis, respira-
tory diesease, measles, whooping cough, and malaria.
Finally, both the productive land and the food produced
must be divided among a rapidly expanding population. While
this may not have been an important factor in the past, it
may become so in the decades ahead.

c. Environmental Impacts on Health

Malawi's living environment is a strong
determinant of the disease patterns. Without sanitation,
almost any level of curative clinical interventions by the
medical profession would still leave their environmental
causes more or less intact. Moreover, broad-scale public
health measures and "environmental sanitation" efforts pro-
duce limited benefits when they are not accompanied by
significant public health education processes. To be
truely effective, public health programs must be integrated
into a variety of social services and development programs.

(1) Water

A recent World Bank mission esti-
mated that about 70% of urban residents and 30% of the rural
population have access to a water supply service. Water

supply projects currently underway or planned are expected
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supply projects currently underway or planned are expected
to boost rural coverage to 50% by 1980 and urban coverage

to 100% by 1985. A recent Presidential policy statement
declared that one of Malawi's development objectives was to
make a water supply available to all of the rural population.
The World Bank mission considered achievement of this goal
by 1990.

(2) Sanitation and Water Disposal

Water-borne sewerage systems are avail-
able to a very small portion of the population. Nevertheless,
due to the relatively uncongested natire of urban develop-
ment so far and to the MOH's promotional and educational
efforts in public sanitation, the pepulation appears to be
relatively conscientious about waste and excreta disposal.

(3) Occupational Hazards

There are two areas of environmental
and occupational hazards which are cause for concern lest
they de .elop into serious threats to public health: 1) the
relatively high incidence of intestinal bilharzia which is
prevalent in irrigated agricultural areas and 2) the rising.
incidence of accidents, which is typically associated with

rapid urbanization, industrialization and modernization.
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(4) Population and MCH/Family Planning

Fertility is high in Malawi. The crude
birth rate is estimated to be 50.5 per 1000 population, and
each woman is estimated to have had 7.7 live births by the
completion of her child bearing years. High fertility and
birth rates are responsible, along with declining death rates,
for Malawi's natural rate of population increase of 2.6% per
year. This rate is likely to increase to at least 3.2% per
year before it can begin to deciine.

At present, there is no offical encour-
agement of any family planning activities, nor any government
agency or department engaged in planning or implementing such
activities. Nevertheless, such activities do take place in
the private and, to some degree, in the public sectors.

2. The Health Delivery System in Malawi:
An Overview

a. The Organization and Management of
Health Services

(1) Historical Perspective

Although early health efforts concentra-
ted on the care of colonial personnel, between 1900 and 1921,
a number of preventive activities were carried out among
the African population because of epidemics of smallpox,
sleeping sickness, and plague. Later, colonial administration
became more oriented to concern for the welfare of the

native population. Between 1921 and 1940, twelve district
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hospitals and 93 rural dispensaries were constructed. After
World War II, progress continued and although most work was
curatively oriented, there were activities carried out in
mass, such as smallpox vaccination, bilharzia control, mala-
ria control, health surveys, and health education. Training
of African auxiliary personnel was also stepped up. In 1958,
the 571-bed Queen Elizabeth Hospital was completed in
Blantyre. Since independence, in 1964, the staff of the
Ministry of Health has increased by 50% and the share of
recarrent expenditure devoted to purely preventive activi-
ties has increased from around 3% to 8%. Moreover, more

and more preventive activities are being carried out in
"curative" facilities.

(2) The Role and Functions of the
Ministry of Health

The Malawi Miristry of Health, as in
many former British colonies in Africa, is organized with an
administrative branch and a technical branch, both under the
Permanent Secretary (PS).

The Chief Medical Officer (CMO) super-
vises the District Medical Officers (DMO) who are in charge
of all health personnel and programs in their districts.

The CMO also supervises the technical division chiefs (e.q.,
nursing, MCH, sanitation, etc.), who direct individual health
workers in the districts. Although it might be assumed that

these technical divisions would perform primarily a “"staff"



function (i.e., advice and technical support), in fact, the
individual health worker reports both to the DMO and to
supervisors from one or more technical division with which
he or she is affilitated. Although such a dual system has
resulted in conflicts in some countries, this does not
appear to be the case in Malawi.

The highest priority is placed on tech-
nical competence in government positions. Expatriates have
been gradually replaced as more Malawians have been adequa-
tely trained to meet government standards. Most senior
positions at the MOH are now held by Malawians, but expa-
triates continue to serve as advisors in some of the techni-
cal divisions.

The Ministry of Health is responsible
for the development of working objectives, plans, and
strategies within the government's overall health goals.

Its plans and budget proposals are reviewed and approved by
the Ministry of Economic Planning which may conduct further
analyses and make modifications. There is a significant

amount of coordination with the rural development programs

of the Ministry of Agriculture and the expansion of the basic

health service network has been closely linked to that of
the rural development projects.
The working objectives of the MOH are

derived from the government's national health goal which is
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"to raise the level of all the people of Malawi by providing
a network of sound health facilities capable of reducing
disease, protecting 1life, promoting better health, increas-
ing productivity, and ultimately, promoting well being."
During the past 20 years, the MOH has undertaken a number
of important initiatives in the health and nutrition field.
In 1972, a detailed, comprehensive
long-term health plan was prepared with WHO assistance. It
covered the 15-year period from 1973 to 1987, and its most
important objectives were:
-~ to strengthen the MOH;
-- to develop a network of basic
health services (see Figure 2,
page 65);
-- to increase the quantity and
quality of health manpower,
stressing use of auxiliary
personnel; and
==~ to control infectious diseases.
Since that time, the MOH has allo-
cated resources in accordance with plan objectives. Due to
the escalating costs of building and of staffing the peri-
pheral facilities, the development of the network of basic
health services has lagged behind schedule. However, the
nationwide program under-fives clinics, bequn in 1968,
has proceeded according to plan. There are now 848 static

and mobile clinics. This effort, together with agricultural

development, comprises the major part of the government's
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Figure 2

ORGANIZATION OF
BASIC HEALTH SERVICES FACILITICS

Cencer

Ore health center covers 50,000 people, and also
furctions as a subcenter for its immedizate catch-
ment area. EFach subcenter covers 10,009 ané also
functions as a health post for its immediate catch-
ment area.

Source: llational Hzalth Planner, Malawi, 1973,
WHO.
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nutritional improvement program. Parallel to this under-
fives clinics program has been the development of the ante-
natal and maternity services. Seventy percent of child-
bearing women now receive antenatal care, and 44% of
deliveries are attended by professional midwives.

Training of medical manpower has
improved with the completion of the Medical Auxiliary Train=-
ing School in Lilongwe, which has been operating for two years.
The first group of 40 clinical officers will graduate in 1979
after three years of intensive training.

Current priority MOH plans are to:

-- continue expansion of the network

of basic health services - especially in the main agricul-

tural development project areas;

-- continue to strengthen the MOH:

important here is a reorganization of the health information
and statistics system;

-- expand efforts in communicable

disease control - plans have just been completed for an

expanded immunization program that will include measles
vaccination; other plans have been made for a pilot schisto-~
somiasis control program, malaria control by chemoprophylaxis,
and increased emphasis on tuberculosis control;

-- expand urban peripheral maternity

units - to relieve congestion at central hospitals;
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-- improve quality of the training of

clinical officers and nursing personnel; and

-~ replace several antiquated district

hosgitals.

(3) The Role of the Private Sector and
Other Government Agencies

Although the Ministry of Health is the
dominant force in shaping health policy, objectives, and
strategies, the private (mission) sector provides about 40%
of total health services delivered in Malawi. Its plans
and programs are being carefully coordinated with those of
the government sector. In return, about 10% of the mission
health facilities' operating expenses are being provided by
a MOH subvention of K264,000 per year.

The remainder of the private sector
consists of traditional practitioners and private physicians.
Although many other agencies of the government are involved
in health-related activities, the only other agencies that
employ personnel providing some health services are the
District Councils which employ homecraft workers.

b. Overview of Preventive Health Services

The government's principal preventive health
care programs are communicable disease control, MCH services,

environmental sanitation, and water supply.
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(1) Communicable Disease Control

The epidemiology unit monitors the inci-
dence of communicable disease and the occurrence of epidemirs
by means of the notifiable disease reports. In addition, it
engages in specific activities to control cholera, tubercu-
losis, leprosy, schistosomiasis, and malaria.

The epidemiology unit is also very
interested in preventing childhood illnesses through immuni-
zation. To further improve coverage of the childhood popu-
lation with diptheria/pertussis/tetanus (DPT), polio, and
BCG vaccinations, and measles vaccination, the epidemiology
unit has worked with the MCH division to develop a program
of expanded immunization for which it is seeking WHO assis-
tance and other external financial aid.

(2) MCH Services

The MCH program is the Ministry's
strongest health program and probably is the most impressive
in Africa. There are three major components: (1) the under-
fives clinics; (2) the antenatal clinics; and (3) the matermity

wards. There are now 848 under-fives clinics, of which 531

are mobile -- operating from hospitals, health centers and
sub-centers. The program is designed to deal with the major
causes of childhood mortality and morbidity.

There are at least 310 antenatal clinics

and maternity wards. Seventy-five percent of deliveries have
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at least one antenatal visit (1975 figures) and 44% of all
deliveries occur in a maternity ward, staffed with a pro-
fessional midwife. A number of new peripheral maternity
units have been opened in urban areas to relieve congestion
in hospital obstetric wards.

C¢. OQutput of Health Programs and Impact on
Health Status

Various measures of the output of health
programs indicate that Malawi has an effective health care
delivery system. Not including traditional practitioners,
there were 2.4 under-fives visits per child under age 5
and 41 hospital admissions, and 315 bed days per 1,000
population.

A fundamental question is whether these pro-
grams have improved, or are improving, health status. It
is difficult to get accurate date to make valid comparisons
and to determine if real changes have occurred. The 1977
census has not been fully analyzed and estimates for 1977 IMR
and CDR are not availabie as yet.

There are two indicators which suggest that
improvement in health status is occurring. One indicator is
the maternal mortality rate for maternity deliveries, which
fell from 2.4 per 1,000 live-births in 1975 to 1.9 per 1,000
in 1977 (1.9 per 1,000 is a very low rate for Africa, where
rates are usually 5 to 15 per 1,000 live-births. In the usa,

in 1930, the rate was 6.7 per 1,000 . The second indicator
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is the percent of under-fives population served in under-
fives clinics whose weights fall below 80% of standard
weight for age. Statistics indicate that nutritional
status is improving. This does not necessarily mean that
the under-fives program is primarily responsible. Improve-
ment could be due to general economic improvement and other
factors.

Although various kinds of health care inter-
ventions can produce changes in childhood mortality rates
rather quickly, it may be in the second generation, after
the onset of such interventions, that one sees the most
dramatic changes. This may be especially true in countries
where maternal de)letion has played an important role in
childhood malnutrition. Thus, it may be between the year
1985 and 2000 that one will see the most dramatic changes
in survival rates.

d. Overview of Financing Health Services

Level and Trend in National Health
Expenditures

Current MOH expenditures (1978/79 fiscal
year) are estimated at $14,701,000, including capital expen-
ditures. This represents 4% of total government expenditures,
or about US5$2.70 per capita. The share of health spending
in the development budget has averaged about 3% and in the

recurrent budget, about 7%. Foreign donors play a major
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role in providing grants for capital projects.

Total national expenditures on health, in
both public and private sectors, shows that government
health spending is less than two-thirds the national total
(about 63%). The national health spending total currently
represents 2.2% of the GNP, or US$4.30 per capita per year.

In general, average MOH unit costs are low
and suggest a very efficient delivery system. Preserving
such cfficiency has been, and will continue to be, impor-
tant, since the government has had a longstanding policy
that all health care services delivered in MOH facilities
shall be free of charge. The only exception is care in the
private-wing hospital beds and private OPD visits in MOH
institutions.

3. 1Issues of Current Concern

a. Health Planning and Programming

The MOH and the Division of Eccaomic Planning
seem to have developed beneficial collaboration in health
pPlanning activities. The WHO National Health Planning docu-
ment of 1972 provides a reasonable framework for health ser-
vices development. However, careful analysis of capital costs
and their future recurrent cost implications will be neces-
sary to determine if the plan can be carried out successfully

within available MOH resources. Moreover, health manpower
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training projections need to be compared with projected
staffing patterns to determine if future manpower avail-

ability will meet demand.

It is very important that, once definite
plans and schedules of implementation are developed, all
foreign donor aid is integrated into these plans and sche-
dules. Foreign donor aid should not be offered or accepted
if it would result in recurrent expenditures that are beyond
projected long-term availability. Foreign financing of
short-term recurrent expenditures should be considered in
the context of a comprehensive program.

b. Plan Implementation

The government has made a serious commit-
ment to rural health care and already its coverage of the
rural population with health services may be the best of
those African countries which gained independence since
1958. Nevertheless, the MOH has fallen behind its schedule
for developing the network for hasic health services out-
lined in the National Health Plan of 1973. It is likely
that the greatest reductions in mortality and morbidity
will occur as a result of work carried out in health posts,
but it is this part of the program that has fallen furthest

behind schedule.
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The most important constraints affecting health
plan implementation are:

-- limited staff capacity in health plan-
ning (including statistics);

=~ limited recurrent budgetary funds to
support full health plan;

=- overproducticn of some health person-
nel; under-production of some other
types; and

-~ limited tutors and trainers of health
personnel.

c. Allocation and Utilization of Health
Resources

Up until now, Malawi has been fortunate in
that there has been significant foreign donor aid for the
health development budget. A steadily increasing real GNP
has meant that increased recurrent budgetary funds could be
allocated to operate these new programs and facilities.
Because of the ambitious health facilities' construction
program and the inflation in costs of construction and
drugs, it appears that the recurrent budgetary allocation
to the MOH may not be adequate in future years to operate
all the programs and facilities planned.

It is urgent that detailed and realistic
cost studies be undertaken of both current and projected
programs and facilities. If the development and revenue
budgetary allocations (especially recurrent) exceed the nor-

mal increases alloted to the MOH, then a decision should be
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made whether the government should increase its percentage
budget allocation to health. Foreign donors should be
asked to support recurrent costs, programs should be
scaled back, or alternate strategies should be considered.
Foreign donors hesitate to support recurrent costs because
this implies an indefinite commitment. However, such sup-
port might be reasonable if the recurrent budgetary aid
were to be clearly limited in time, for example, for an
acceleration of training or staffing to "catch-up" on

under-served areas.

d. Population Policy

Fertility is high in Malawi. Malawi's
natural rate of population increase of 2.6% is likely to
increase to at least 3.2% per year before it can begin to
decline. It appears that in some areas, population density
is becoming a factor to be concerned With. It would seem
appropriate for the government to formally consider its
demographic situation and the implications of current and
near-term growth rates on future development. A population
office or study group within the Economic Planning Division

might be useful.
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4. Recommendations for Donor Assistancg

Malawi is highly deserving of assistance for its
health care system. It is still one of the poorer countries.
Assistance which has been received has been carefully and
appropriately used. When its development program is fully
implemented, Malawi will have a model health care system in
Africa. 1In mmany ways it already does.

There is a danger of an inappropriate mix of
foreign aid to Malawi's health sector if Malawi's long-term
recurrent budget cannot support the capital projects com-
pleted. For this reason, it is important that the MOH's
rural health and manpower strategy be finalized and that its
planning capability be strengthened. Once this is done,
foreign aid should be offered only for projects which fall
within the overall health strategy and schedule.

a. Support for Planning and Management

Malawi's planning capabilities need to be
augmented. Participant training in health planning, sta-
tistics, health information systems and evaluation would be
useful as well as in-country consultation.

b. Support for the Most Peripheral Components
of the Basic Health Services Network

It would be useful to conduct a comprehen-
sive health planning exercise to "finalize" rural health

strategy and the role for foreign assistance. Some
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activities of particular importance are:

-=- Training of community based workers.--

MCH assistants and any other community
based workers who will carry out health
related activities in the health posts
or the community, such as homecraft
workers, traditional birth attendants,
or other village health workers.

== Drugs and supplies. (during acceleration

phase of program development).

-- Building of facilities. Especially sub-

centers and health posts (the latter
involving self-help). If a significant
development is occurring at the periphery,
then aid to construct cne or more dis-
trict hospitals could be considered as

to provide important services to the
rural poor.

-- Supporting Services. This could include

support for the training or orientation

of clinical officers, public health nurses,
district medical officers, and health
educators. Orientation programs or short-
term training of district medical officers

could be very important as these physicians
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must, in the long run, support and super-
vise the district health program. Pro-
fessional health education assistance at
the central level, either through resident
or short-term consultation assistance,
would be generally useful.

c. Categorical Disease Support

-- Bilharzia -~ (schistosomiasis) program sup-
port has been requested from the British.
Additional support will be necessary to
implement an effective program. This would
be a worthwhile area of involvement as the
problem appears to be growing rapidly.

-- Expanded TImmunization Program - Any assis-

tance to the effort would be fully justified.
Provision of measles vaccine would be an
extremely cost-effective contribution.

d. Health Components of an Integrated Rural
Development Area

This could be done by loan or grant as separate
health assistance or as a part of project under
the rural development program.

e. Support for Water Supply Development

This is a model program and any assistance

would be highly cost-effective.
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E. Education - Human Resources Development

Since independence, the GOM has placed educa-
tion as a third priority in terms of the overall develop-
ment strategy of the country. The highest priorities are
given to the agriculture and transport sectors. Due to
this fact - the basic objections within the educational
sector focus on improving the status of the rural small-
holder by providing trained manpower for development pro-
grams. To meet these objectives, emphasis was placed in
four areas: 1) provision of middle-level manpower train-
ing; 2) reorientation of primary and secondary education;
3) vocational-technical education expansion; and 4) farmer
education. Major educational efforts have been to initiate
non-formal and informal agriculture education, improve and
rapidly expand secondary education, revise primary school
curriculum, and develop post-secondary education through
the University of Malawi.

To provide for manpower requirements, the
government plans to expand training for middle-level and
technical occupations at all levels. Preparations are
presently underway to update the 1971 manpower assessment.
This assessment was made by determining the existing stock
of high and intermediate level manpower and projecting
those requirements for the 1971-1980 period in both the

private and public sectors. The overall projection
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indicated that for the 1967 to 1987 period, Malawi would
annually require roughly 250 to 340 degree holders; 3,190
to 3,770 diploma holders (or equivalent), and 7,820 to
8,180 junior secondary certificate holders. In terms of
technical and vocational education, which included agri-
culture, a total of 18,920 certificate or diploma holders
and 2,370 degree holders would be needed. The agriculture
education and training programs are well organized and
adapted tn the local conditions. However, the output of
trained staff is not sufficient to meet the manpower needs.
In the framework of the National Rural Development Program
(NRDP) , several projects are being proposed, but the lack
of skilled manpower at mid and higher levels (degree hol-
ders, diplomats, technical assistants) will be a problem
in terms of implementation.

The objectives of education development in
Malawi, as outlined in the 1973-1980 Education .'lan, are
(a) to baée education development, particularly post-primary
education, on the needs of the economy; (b) to develop
curricula with greater relevance to the socio-economic
environmental needs; (c) to ensure efficient utilization
of existing facilities and resources; and (d) to achieve
more equitable distribution of educational facilities and
resources. To further enhance the quality of primary
school education, teacher training is being improved and

expanded. The government plans to expand training for
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technical occupations at all levels and to increase secon-
dary school enrollment in an attempt to meet the projected
manpower requirements. The target for secondary school
enrollment was placed at 8% for 1975 and 15% for 1980.
This is due largely to budgetary constraints and lack of
teachers. The government has projected extensive plans to
address this problem.

In 1976, the government provided for an increase
in expenditures in education and training. The priority
areas were for technical and agriculture education, train-
ing for specialized occupations, and revision of primary
school curricula to provide practical education énd to
expand adult education. The University of Malawi was given
the responsibility to meet these objectives, as well as to
provide forms of tertiary education ranging from lower
level craft (vocational-technical), to full fledged degree
programs. The University now offers these programs through
three constituent colleges. These are the Chancellor
College at Zomba, which offers the usual range of degree
courses 1in arts, science, and social science teacher educa-
tion, training in public administration, and in law; Bunda
College of Agriculture with é diploma/degree program; and
the Polytechnic Institute which offers a wide range of
non-degree programs, leading to diplomas in engineering

and business studies.
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The government also operates a series of pro-
grams, both formal and non-formal, in an attempt to meet
the needs of the farmer. 1In addition to the diploma/degree
programs at Bunda College, these programs include Colby
College of Agriculture which provides formal training for
field assistants, who serve as field level workers for the
Extension Service; Mikolongwe Veterinary Training School;
Farmer Instructuress Training, a non-degree program closely
related to specialized areas in home economics; Fishery
Training Center, providing training as extension officers/
assistants, boatbuilding, and special food processing
courses; and the College of Forestry and the Farmer Train-
ing Centers - Extension Service Programs.

The planned expansion of the educational system
will not provide the manpower required to implement projec~
ted development projects. Moreover, curriculum revisions
will not provide the basic practical education necessary
for school-leavers to join the labor force. 1In brief, to
provide the country with trained personnel to meet the pre-
sent manpower requirements, the government strateqy calls
for (a) expansion of the University of Malawi's enrollment
to 2,200 by 1985; (b) development of a Natural Resources'
College which would increase the capacity of Colby College
from 330 to 580 students; (c) gradual increase of secondary

education enrollment; and (d) expansion of enrollment at



76

existing technical schools to provide skilled and semi-
skilled workers for the growing industrial sector. 1In
order for these programs to be implemented, the donor

community will have to provide major capital investments.
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V. Regional Cooperation

A. Transportation

The Government of Malawi has cooperated with its
neighbors by providing Zambia with a transport route to
Mozambique and access to the sea.

B. Manpower Development

Malawi has provided training in railroad opera-
tions and forestry for nationals in other majority-ruled
countries. The potential exists for expanding this area
of regional cooperation when Malawi's educational infra-

structure includes agriculture and engineering.
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VI. Recommendations for Donor Assistance

The Government of Malawi is in varying stages of
implementing plans. Generally, these plans are consistent
with donor organization policies that emphasize the role
of the rural poor in the development process. Due to
effective planning, Malawi has an impressive record of
implementation.

Malawi appears to be capable of utilizing higher
levels of assistance than it is presently receiving. How-
ever, there are intarneal constraints on absorptive capacity
which must be carefully assessed. These constraints include
recurring expenditure financing and availability of trained
manpower .

In tarws of financing of recurrent expenditures, it
is recommendad that prior tc funding, donors give serious

consideration to longer-term project viability.



BASIC DATA
SOCTAL INDICATORS

Cemographic Indicators

OO H WP —

Crude birth rate (per thousand)

Crude death rate (per thousand)

Infant mortality rate (per thousand live births)
Life expectancy at birth (years)

Population growth rate (percent)

Urban population growth rate (percent)

Urban population as percent of total

Percent of population 1% years or less

Employment Indicators

9.
10.
1.

Labour force (000's)
Labour force in agriculture (percent)
Unemployment rate (percent)

Income Distribution

12.
13.

Percent of income received by highest 5 percent
Percent of income received by lowest 20 percent

Distribution of land ownership

14.
15.

Percent owned by top 10% of owners
Percent owned by lowest 10% of owners

Health and Nutrition

16. Doctors per 100,000 pepulation

17. Hursing persons per thousand

18. Hospital beds per thousand

19, Per capita supply of caloric input as percent

requirements

20. Protein intake per capita qrams/day

Educarion

21. Adjusted primary school enrollment rates; % of total

22. Adjusted secondary school enrollment rates

23. Years of schooling provided: primary and secondary

24. Vocational enrallment as a percent of secondary
school enrolliment

25. Adult literacy rate
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Most
Recent
1960 1970  Estimates
49,0 49,3 47.7
30.6 28.1 23.7
- - 142.0
35.0 38.5 41.0
2.2 2.6 2.6
7.0 7.0 -
- 5.0 -
44 5 43.9 -
1600 2000 -
93.0 88.0 -
- 29.5 -
- 5.7 -
- - 2.0
- - .22
1.1 1.6 1.3
86.0 93.0 95.0
50.0 54.0 - 63.0
33.0 36.0 -
1.0 2.0 -
14.0 14.0 14.0



Most
Recent
1970 Estimates

Housing 1960.
26. Average number of persons per room -

Consumption & Miscellaneous

7.
28.
29.
30.

Radio receivers per thousand population 9.0
Passenger cars per thousand population -
Slectric power consumption (kwh per capital per year) 10,0
Newsprint consumption per capita (kg per year) -

1.9 -
20.0 23.6

2.0 2.0
32.0 40.0

- 0.1

80



Sor at market prices

Impart: of Goods and Services
less Ex-art o7 Goods and Services

Jotal Panestic Supply

Gross Fixed Investment

Hon-monetary

Monetary: Private
Public
Total
Consurption

Hon-monetary
Monetary: Private
Public

Tetal

Change in Stocks

Yonetary
Hor-monetary

Total

Total Damestic Expenditure

Ratio of Consumption to GDP

Ratio of Gross Fixed Investment to GOP

Gross Domestic Product and Erpenditure at Curreni Prices 1964-1976 ( K n~J|)

TAILE 1

1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976
(Est.)
153.4 180.2 204.4 215.4 225.4 2464 272.0 335.9 373.6 401.6 487.1 71.0  646.0
39.7  55.0 70.2 68.9 79.7 85.3 94.5 105.9 124.3 136.8 178.9 252.0 211.0
23.2  33.2 41.7 49.0 491 521 58.7 711.4 76.8 100.1 126.2 148.0 172.0
164.9  180.2 232.9 235.3 256.0 279.6 307.8 370.4 421.1 438.3 539.8 675.0 685.0
1.3 1.6 1.6 1.9 2.0 2.1 2.1 2.1 2.5 23 2.9 3.7 4.2
40 4.3 1.6 100 17.3 22.9 19.5 2.4 33.2 28.6 4.9 52.8 5.5
7.9 13.4 16.2 13.5 181 241 28.6 24.7 3.9 45.8 €8.1  89.1 . °85.0
13.2 19.2 29.4 25.4 37.4 49,1 50.2 53.2 67.6 76.7 105.9 145.6  140.7
70.4 80.4 87.1 88.5 89.8 92.2 99.2 117.8 128.8 132.8 159.84 198.5  221.7
58.6 . 69.7 78.8 82.9 92.7 98.4 107.2 147.9 168.1 164.0 205.0 246.0  276.7
23.8  26.8 31.6 34.5 36.7 41.5 42.9 44.0 50.7 50.7 58.7  68.9 73.9
152.8  176.9 197.5 205.9 219.2 232.1 249.3 309.7 347.6 347.5 423.1 513.4  572.3
-2.0 5.4 4.4 2.8 -1.5 -1.6 7.9 3.0 5.0 9.4 B.0 -2.0 2.0
0.8 0.4 16 1.2 08 00 04 45 1.0 50 2.0 18.0 -30.9
1.2 58 6.0 4.0 -0.7 1.6 8.3 7.5 6.0 14.0 10.0 16.0 -28.0
164.9 180.2 232.9 235.3 256.0 279.6 307.8 370.4 421.1 438.3 539.8 675.0 685.0
99.3 98.2 9.6 95.6 97.2 94.2 91.7 92.2 93.0 86.5 86.9 B9.9  B80.6
86 107 14.4 1.8 16.6 19.9 18.5 15.6 18.1 191 21.7 25.5  21.B

Soucrce: 1iRD, Recent Economic Development and Prospects of Malawi, Jar. 1975; Malawi, Economic Report 1977.
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TARLE 11

SUMMARY OF CEHTRAL GOVERNMENT FIMNANCES 1964-1977/78
{in Millions of Kwacha)

1964 1965 1966 1967 1968 19€9/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/11 1977/18

) {Est.)
Reverue Account Receipts 17.4 18.3 22.9 26.7 29.7 3.2 40.7 47 .0 56.9 63.1 18.7 89.7 91.5 101.2
(excludirg budnetary support)
Qavenye Account Expenditires 32.0 32.3 35.5 38.9 40.3 £2.5 46.9 50.5 57.0 61.7 73.8 84.4 93.9 101.2
Reverye Acccunt Balance -14.6 -14.0 -12.6 -12.2 -10.6 9.3 -6.2 -3.5 -0.1 1.4 T 4.9 5.3 -2.5 -
{exciuding budqetary support)
Development Account Expeénditures 5.4 9.4 12.7 10.1 14.0 17 35.2 3.2 26.7 30.2 40.° 70.0 60.2 85.6
Overall Balance -20.0 -23.4 -25.3 -22.3 -24.6 -:6.4 -41.4 -34.7 -26.8 -28.8 -35.9 - -64.7 -62.7  -B5.6
Financed by: ' )
Budcetary.Support (to Revenue Account) 14,4 15.2 11,5 11,9 10.4 9.1 7.4 3.9 - - ° - - - -
External Borrowing : 3.0 7.1 5.7 5.8 7.5 13.5 31.9 21.5 18.9 21.0 2.9 - 36.6 3.7 54.1
Internal Borrowirng 0.1 2.4 2.1 2.5 6.1 3.2 5.0 6.2 5.6 6.8 13.8 13.7 174 13.0
Grants & Reimbursements [ [ [ [ 0.3 0.3 0.5 2.1 1.7 3.7 1.3 11.0 10.4 18.5
Drawdown of Reserves({- increase) 2.5 -1.0 6.0 2.1 0.3 0.3 -3.4 0.9 0.6 2.7 -4 £31.4 £3.5 -

Source: 1BRC, Recent Econonic Development and Prospects of Malawi, January 1975
Malawi, tconomic Pecort , Financia] Statement 1977/78



Table III
Malawi: Central Government Development Expenditure 1964, 1972/73-1977/78
(K million)

1977778

1964 1972/73 1973/74 1974775 1975/76 1976/77 (Budget)
Agriculture and natural resources 1.16 7.80 9.60 13.10 13.98 12.92 15.62
Agriculture 0.22 5.84 7.70 "8.86 10.40 R IT.76
Forestry and game 0.4 0.64 0.95 2.76 2.30 2.33 3.02
Veterinary services 0.07 1.00 0.97 0.94 0.80 0.94 0.55
Surveys and lanis 0.46 0.25 0.29 0.28 0.25 0.18 0.26
Fisheries - 0.13 0.29 0.26 0.23 0.36 0.63
Social services 1.18 1.96 2.80 3.39 2.94 4.43 7.84
Education 1.75 1.62 1.36 T.17 1.06 .83 6.10
Health - 0.30 1.27 2.10 1.78 2.41 1.69
Community and social development 0.03 0.04 0.17 0.12 0.10 0.19 0.05
Transport and communications 0.53 6.31 7.52 12.37 36.47 23.61 36.96
Transportation 0.41 5.724 5.97 10.67 33.27T 21.33 32.64
Posts and telecommunications 0.12 1.07 1.60 1.70 3.26 2.28 4.32
Other services 2.21 10.57 10.32 11.91 16.61 19.19 35.09
New capital city - 3.83 3.58 1.79 1.65 2.9] 2.79
Power - 2.56 0.59 1.14 2.27 6.24 9.28
Government buiidings 0.20 2.01 3.97 6.82 8.69 4.07 3.39
Housing 0.20 0.63 0.70 0.39 1.44 1.22 1.79

Water and sanitation 0.72 0.62 0.37 0.72 0.78 1.28 5.10
Finance, commerce, and industry 0.06 0.37 0.59 0.35 0.66 1.84 0.75
Works organization 0.56 0.30 0.39 0.19 0.36 0.15 0.23
Miscellaneous 0.74 0.25 0.13 0.51 0.76 1.27 1.76

Total 5.37 26.70 30

.24 40.77 70.00 60.19 85.57

Source: IBRD, Recent Economic Development and Prospects of Malawi, Jan, 1975.
Malawi Government, Economic Report, 1977; Financial Statement 1977/78
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TABLE IV
Central Government Revenues 1954, 1972/73-1977/78
(K Million) _

1977/78
1964 1972/73 1973774 1974/75 1975/76 1976/77 (Est.)

™

Tax Revenue

Direct Taxes:
Companies
Individuals

Indirect Taxes:
Import duties
Excise duties
Surtax
Licenses
Other

Total Tax Fevenue

Non-tax Revenue

Receipts in respect of
cepartmental services

Rents .

Miscellaneous

Appropriation in aid

UK budgetary support

Total Non-tax Revenue

TOTAL REVENUE

&8

1.8 9.12 10.6-11 12.87 20.34 23.50 27.13
2.8 7.1 8.09 8.94 10.37 10.81 11.82
2.3 10.37 10.63 13.57 14.82 12.15 13.71
0.5 2.85 3.52  4.19 4.78 §.25 4.41

- 8.08 8.89 12.37 14.07 17.52 19.65
24 1.56 1.67 1.63 1.83 1.94 1.

' 0.22 0.23 0.27 0.37 0.49 0.
9.8 39.31 43.56 53.79 . 66.58 70.76 79.08
7.6 2.12  2.57 2.65 1.85 1.70 1.18

0.88 0.94 1.03 1.13 1.04 1.067
1.62 2.43 1.22 1.19 3.34 3.77
13.05 13.60 19.99 18.95 14.54 16.05
14.4 — —_ - —_— o —_
22.0 17.67 19.53 24 .89 23.12 20.67 22.07
31.8 59.98 63.10 78.68 89.70 91 .43 101.15

Source: IBRD, Recent.Economic Development and Prospécts of Malawi, Jan., 1975

Malawi, Economic Report, 1977; Financial Statement 1977/73
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TABLE V
Balance of Payment Summary
(K million)

1970 1971 1972 1973 1974 1975
A. Goods & Services -41.3 -38.0 -50.5 -38.6 -41.8 -94.7
Exports FOB 47 .9 58.3 62.6 79.0 99.3 119.7
Import FOB 68.4 75.3 89.3 97.1 139.0 187.4
Trade balance -20.5 -17.0 -26.7 -20.1 -39.7 -67.7
Sources (net)
Factor -15.3 -18.0 -20.5 -1.4 -12.6 8.0
Non-factor -6.1 -3.0 -16.6 -14.7 -35.0
Balance -21.4 -21.0 -23.7 -15.2 -2.1 -27.0
B. Unrequested transfer {net) 12.9 10.5 10.9 13.6 10.7 21.0
Private ) 1.9 1.9 2.4 3.9 3.7 5.0
Government 11.0 8.6 8.4 9.7 7.0 16.0
Current acccunt balance -29.0 -27.5 ~-39.6 21.7 -31.1 ' -73.7
C. Capital Account (net) 32.4 27.9 37.6 45.9 ' 52.9 39.0
Private 2.6 1.7 22.3 27.8 24.3 12.0*
Government _ 29.8 16.2 15.3 17.8 28.6 27.0
D. Errors & Omjssions 1.8 1.6 3.8 3.4 -8.1 -6.1°
E. Allocation of SDR's 1.6 1.3 -~ 1.4
F. Overall Balénce of payments 6.8 0.1 3.2

27.2 13.7 -40.8
surplus or deficit -

* Excludes MK 25.9 with intermediate funds to public enterprises

: : _ )
Source: IMF Halawi, Recent Economic Developments, February 1977 and Reserve Bank of Malawi, Financial and
Eccnpmic Review, Volume VIIT, No. 3
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TABLE VI
Domestic Exports by Main Commodities
(K million)

Commodity 1964 1972 1973 1974 1975 1676
(Estimata)

smallholder Crops

Tobacco 5.7. 11.7 11.6 15.1 19.2 3C.2
Groundnuts 2.2 71. 5.9 5.2 6.5 12.1
Cotton 1.9 2.6 2.0 2.7 1.9 2.7
Beans, Peas, etc 1.5 1.2 0.7 1.1 1.3 1.4
Maize 0.4 1.3 3.2 3.5 -- -~

Cassava 0.1 0.8 1.0 0.2 -- --

Sunflower seeds - 0.4 0.4 1.0 1.0 0.8
Rice 0.1 1.1 2.6 3.0 1.5 1.6
Coffee -- - 0.1 0.2 0.1 . 0.3
TOTAL 12.2 26.2 27.6 32.0 31.5 49.1

Estate Crops

Tobacco

2.7 13.3 18.2 24 1 31.2 36.8
Tea 6.7 12.0 13.7 17.2 21.1 27.5
Tung 011 0.4 0.1 0.3 c.3 0.2 0.3
Sugar -- 0.4 3.3 9.2 12.3 17.3
TOTAL .

(Ve
(Ve
nN
(5]
0]
w
(32
(8]
(32
(=]
0]
(2]
F=)
o
(o]
—
(Vs

:
l
|
|
:
|

Manufacturers

Cattle cake 0.1 0.4 0.7 0.4 0.6 0.5
lcoder to:es n.2 n.1 -- -- 0.1 0.1
Clothing and footwear -- 0.3 0.5 1.2 1.4 1.2
Other 0.2 0.2 0.2 _0.4 0.4 0.4

TOTAL 0.5 1.0 1.4 2.0 2.5 2.2
Hiscellaneous Commodities 0.4 2.1 4.2 4.6 5.2 6.2

TOTAL EXPORTS 23.0 55.1 68.8 89.5 104.0 139.4

—

|
:
l
:

Source: Malawi Government, Economic Reoort 1977
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TABLE VII

Imports by End-Use, 1971-76
(K million)
1964 1971 1972 1973 1974 1975 1976
(Estimate)
1. Consumer caods 7.0 15.5 18.1 19.1 25.9 30.5 22.9
2. Plant machinery and equip- 2.0 10.4 12.3 14.5 19.2 27.0 25.5
ment
3. Transport 3.7 12.5 16.8 16.4 22.1 35.2 28.0
4. Materials f : L.:'ding and 1.8 7.4 10.3 10.3 13.3 16.8 " 19.5
constructie: '
5. Basic and auxiiiary materials 6.1 31.1 31.5 39.2 55.1 87.1- 63.0
for industry
6. Commoditics for inlermediate 6.7 11.5 12.5 14.2 21.4 28.0 29.0 -
and final consumption
7. MNiscellaneous 0.5 1.4 1.4 1.0 0.7 . 1.0 3.0
TOTAL impprts {C.1.F.) 28.0 89.8 102.9 114.7 - 157.7 216.6 190.0.
Source :

“alawi Government,

Econonic Rénnrt,1977
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TABLE VIII
Manufacturing

Index of Manufacturing Output {1970 - 100)

Percentage Change

1973 1974 1975 1976
Yoar on on on on
1972 1973 1974 1975 1976* 1972 1973 1974 1975
A. Domestic Market Industries -
1. Consumer goods:
Fooo., beveraness and tebacco i27.6 169 .4 192 ¢ 225.7 231 2 32.8 - 13.4 17.5 2.4
Foatwear, cicthing and textiles 178.8 115.2 1201 130.2 11G6.8 -3.0 4.3 8.4 -14.9
Ozher goods 108.9 143.2 178 189.3 163.8 32.6 23.0 7.0 -7.2
Total consumer goods 126.9 150.5 i71.7 194 .8 186.5 24.5 14.2 13.5 0.9
2. Intermediate acods 122.9 147 .6 128.0 157.¢ 131.8 20.1 ~-12.6 22.2 -16.4
Total domestic market industries 127.3 150.0 i€2.3 186.5 181.9 23.7 8.1 15.1 -2.5
B. Export Industries 125.4 137.7 131.6 154.0 185.8 9.8 -4.4° - 17.0 20.7
TOTAL ManuTacturing Industries 122.0 247.4 156.0 180.0 182.7 20.8 5.8 15.4 1.5
Investment and Employment-New Enterprises {1970 - 1976)
No. of _ Capital
_ Licences Investmert (K'000) Labour
Year Granted Domestic Foreign Total Employment Ratio
1970 22 2,270 950 3,860 872 - 4,400
1971 19 B49 1,043 1,892 733 2,600
1372 1 7ci 141 368 403 2,200
1973 17 2,178 726 2,304 819 3,500
1974 18 2,891 1,075 3,966 779 5,200
1975 11 704 1,337 2,041 200 10,200
1976 1 1,883 348 2,231 218 10,234
[0 o]
—_—_ (00}
Source: HMalawi Government, Economic Report 1977




TABLE IX
EMPLOYMENT

Structure of Employment 1974-1976

1974 1975 1976
No. 4 No. P No.! %
Agriculture, Forestry and
Fishing 80,381 35.4 93,023 38.0 104,538 39.8
Manufacturing 26,792 11.8 31,361 12.8 33,379 12.7
Mining and Construction 23,742 10.5 21,956 g.0 21,722 8.3
Transport, Power, etc.] 13,91 6.1 14,614 6.0 15,945 6.0
Distribution and Finance2 23,084 10.2 22,631 9.2 24,630 9.4
Other Services n.e.s.3 58,956 26.0 61,172 25.0 ~ 62,583 23.8
GRAND TOTAL 226,866 100.0 244,757 100.0 262,797 100.0
Notes: '
1 Includes transport and communications, storage, electricity, water and
sanitation.

2 Includes wholesale and retail trade, hotels, restaurants, tanks, insurance

and business services.
3 Community, social and personal services,

Average Monthly Farnings in Selected Sectors

% Change
1975 1976 1975-76
Agriculture, Forestry and Fishing 10.75 11.10 3.2
Manufacturing 36.66 38.08 3.8
Building and Construction 31.63 33.64 6.3
Wholesale and retail trade, hotels and
restaurants 41.72 43.85 5.1
Transport, storage and communications 62.23 62.21 -0.1
Community, social and personal services 40.10 39.78 -0.8
A1l sectors 29.90 30.11 0.7

Source: Malawi Government, Economic Report 1977.




TABLE X

.Malawi: Public Sector External Debtl/and Servicing, 1972-76

(In millions of U.S. dollars)

‘90

1972 1973 1974 1975 1976
Projected
Loans 142.27 175.79 221.16 222.70 248.00
Governments 105.58 129.52 . 166.77 156.52 16¢.05
United Kingdom (61.04) (69.00) (98.21) (77.19) (77.15)
South Africa (23.13) (34.17) (32.27) - (24.80) (23.79)
United States (6.57) (6.99) (11.06) (15.18) (23.93)
Cermany, Fed. Rep. of (8.98) (11.04) (12.49) (11.33) (12.29)
Denmark (5.18) (6.85) (10.48) (12.73) (13.11)
Canada (0.68) (1.47) (2.26) (15.29) (17.78)
International organizations 36.69 46,27 - 54.39 66.18 79.95
DA (34.23) (42.79) (50.25) (61.69) . (72.83)
ffrican Development Bank (2.46) (3.48) (4.01) (4.31) (6.69)
African Development Fund (=) (--) (--) (--) (0.26)
Suppliers' credits - 6.70 6.00 5.28 3.91 3.13
United Kingdom 6.62 5.92 5.20 3.85 3.08
South Africa 0.08 0.08 0.08 0.06 0.05
Other privately held debt 14.53 19.28 17.40 42.78 40,61
Financial Institutions 0.87 6.33 6.33 34,42 12.80
United Kingdom (0.34) . (0.55) (0.54) (0.44) (0.40)
United States (-=) (5.25) (5.25) (4.20) (3.15)
Multiple leng?rs (0.53) (0.53) (0.54) (29.78) (29.25)
Other entities= 13.66 12.95 11.07 8.36 7.81
Total | 163.50 1201.07 243.84 269. 39 291.7¢
Debt service 11.01 14.30 12.73 13.11 13.83
Principal 4.91 6.66 7.80 8.23 8.90
Interest 6.10 7.64 4.93 4.88 4.93
As per cent of debt outstanding 6.73 7.1 5.22 4.87 4.74°
As per cent of export earnings3/ 11.53 11.73 8.24 7.47 8.05
As per cent of gross domestic
product 2.37 2.66 1.91 1.73 1.70

Sources: IBRD, Statistical Services Division; and data provided by the Malawian

authorities.

1/ Outstanding and disbursed at end of period.
2/ Holdings of publicly issued bonds.

3/ Exports of goods and nonfactor services.














