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Recent Political Highlights 
 Malawi achieved independence in 1964 and was ruled as a one-party state by Dr. Hastings Kamuzu Banda for 30 years. 

President Bingu wa Mutharika, elected in 2004 and re-elected in 2009, died in April 2012 and was replaced by then Vice 
President Dr. Joyce Banda from the leading People’s Party and has been in office, with Khumbo Hastings Kachali as vice 
president since April 2012.  

 Malawi will be holding its first ever tripartite elections since 1999 later this month. Elections are held every five years. The Cash-
gate scandal (an alledged $30million plunder) has brought fundamental, underlying governance issues and weaknesses to the 
surface together with government’s inability to provide social services and pay civil servants. Donors, civil society and opposition 
parties are pressuring government to act on the serious levels of fraud and corruption in government and the lack of 
transparency. Other election campaign issues are youth employment, education, food security, agriculture input subsidy 
programs, trade and foreign relations.   

 The country has operated without local councillors since 2005. Parliament was dissolved on March 20, 2014 to pave the way for 
the May elections. Although eleven parties are participating in the elections, the 2014 elections will be hotly contested by four 
major political parties – Democratic Progressive Party (DPP), United Democratic Front (UDF), Malawi Congress Party (MCP), and 
the People’s Party (PP). Although some concerns over democratic governance issues have been addressed under the Banda 
administration such as repealing laws that were disrespecting human rights and freedoms enshrined in the Constitution, there 
are numerous concerns about economic governance, especially in public financial management.  

 The constitution provides for the separation of powers among the judicial, executive and legislative branches of government but 
the effectiveness of checks and balances has varied. President Banda’s administration has been praised for efforts to reduce 
waste and fight corruption. A law that limited the power of the courts to issue injunctions was repealed and the head of the 
national police was replaced.   

 
Recent Economic Highlights 
 Malawi has a population of 17,377,468, with a literacy rate of 74.8%. Landlocked Malawi ranks among the world’s most densely 

populated and least developed countries. Malawi is still heavily dependent on agriculture since the economy is predominately 
agrarian-based with about 80% of the population living in rural areas. Agriculture accounts for one-third of GDP and 90% of 
exporter revenue. The economy depends on substantial inflows of economic assistance from the IMF, the World Bank and 
individual donor nations. However Malawi has experienced some setbacks, including a general shortage of foreign exchange, 
which has damaged its ability to pay for imports and fuel shortages that hinder transportation and productivity. Having fallen 
out with donors over governance issues and disagreed with the IMF on several macroeconomic policies, most notably the 
valuation of the kwacha, Malawi had been deprived under Mutharika of the outside assistance it had so desperately needed for 
most of its existence, but Banda has had immediate success in persuading donors to return, with the United States restoring a 
USD350 million aid package under the Millennium Challenge Corporation and the World Bank approving a further USD150 
million. Malawi’s relations with donor countries, which provided up to 40% of the country’s budget, soured considerably over 
governance issues and many froze their contributions or diverted aid elsewhere. Donors, who provided an average of 36% of 
government revenue in the past five years, suspended general budget support for Malawi in 2011 due to a negative IMF review 
and governance issues. In 2012, the new government devalued Malawi’s currency to allow a market-determined exchange rate. 
A new three-year IMF agreement worth $157 million soon followed.  

 The country’s investment climate hinders private investment. Investment has fallen continuously for several years and in 2013 
amounted to just 13% of GDP. The business environment in Malawi has deteriorated in recent years resulting in a slowdown in 
foreign direct investment and reduced competitiveness. Main obstacles to doing business in Malawi include poor support 
infrastructure and services (e.g. electricity, water, transport), uncertain economic environment, poor legal and regulatory 



framework, lack of access to long-term finance and limited skill base. Whilst Government has made commendable efforts on the 
macroeconomic stability, improving the business environment requires establishing policy certainty and predictability. 

 Malawi’s economic prospects remain positive as recovery is taking hold in the aftermath of the 2011/2012 economic and 
governance crisis, which saw a slowdown in real Gross Domestic Products (GDP) growth to 1.9% in 2012, from relatively strong 
growth registered between 2006 and 2010, averaging 7% annually. The economy is on a rebound with a projected real GDP 
growth of 5.7% in 2014 from 5.2% growth in 2013, in-spite of the fiscal scandal revealed in the first quarter of the FY 2013/14, 
which exposed serious weaknesses in governance and public financial management. Growth in 2014 is projected to remain 
broad based on account of the anticipated increase in industrial productivity, stronger agriculture production as well as stronger 
performance in the services sector, wholesale and retail trade.  

 Inflation is projected to remain in double digits in 2014. The y-o-y increase in overall consumer inflation has been edging 
downwards from 36.4% in March 2013 to 21.7% in September 2013. The acceleration in the y-o-y headline inflation to 25.9% in 
January 2014 was partly attributed to the sharp Kwacha depreciation and a spike in maize prices. The y-o-y headline inflation 
however decelerated in February 2014 to 24.6%, on account of a slowdown in food inflation to 20.4%, from 24.1% in January 
2014. The annual average inflation is projected at 21.5% in 2014, down from 28.3% in 2013. The IMF recently reported that 
inflation remains high at nearly 25%, with efforts to curb inflation complicated by the expansion of liquidity associated with 
Reserve Bank of Malawi (RBM) purchases of foreign exchange. The mission therefore recommends that the RBM tighten 
monetary policy more aggressively.  

 The top individual income and corporate tax rates are 30%. Other taxes include value-added tax (VAT) and capital gains tax. 
Overall tax revenue is about 20% of the domestic economy. Government expenditures equate to 35% of GDP. Public debt 
reached about 55% of the domestic economy in 2013. Public finances have been under stress and the new government has 
looked to tighten spending.  

 Malawi is a low income country ranked 170 out of 186 countries surveyed in the 2013 Human Development Index with a GNI 
per capita (Atlas Method) of US$ 320 in 2012. Despite high rates of economic growth, poverty in Malawi remains widespread. 
The Doing Business 2014 report ranks Malawi at 171 out of 189 countries. Malawi’s economic freedom score is 55.4, making it’s 
economy the 124th freest in the 2014 Index. Malawi is ranked 22nd out of 46 countries in the Sub-Saharan Africa region, and its 
overall score is below the world’s average.   Fitch’s sovereign long-term rating for the country is at B-.  

 Malawi’s economy continues to be rated “mostly unfree.” It lags in competitiveness and the promotion of the broad-based 
economic growth so essential to the reduction of poverty. The poor quality of much of the basic infrastructure and the 
government’s inefficiency in delivering public goods have been serious impediments to vibrant economic development. 

 Germany’s government has decided to change its membership within the “Common Approach to Budget Support-Group” 
(CABS) to an observer status as it will no longer provide budget support for Malawi in the subsequent national budgets. CABS is 
a mechanism developed by a group of donors to provide general budgetary support to Malawi. German ambassador Peter 
Woeste said in a statement made available to Nyasa Times that the decision has been taken on the basis of an in-depth analysis 
of the general budget support as an effective instrument of Germany’s bilateral development cooperation with Malawi.    

 
Latest Trade Developments 
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 Major exports: Tobacco, tea, sugar, cotton, coffee, peanuts, wood products, apparel. 
 Major imports: Food, petroleum products, semi-manufactures, consumer goods, transportation equipment. 
 Main trading partners: Canada, South Africa, Zimbabwe, China, Germany, India and Russia. 
 SA exports to Malawi totalled R2.9bn in 2011, R3.6bn in 2012, R4.95bn in 2013 and R1bn in Jan-March 2014.  
 SA imports from Malawi totalled R479.9m in 2011, R558.5m in 2012, R659.4m in 2013 and R149.7m in Jan-March 2014.                                   
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