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SUMMARY

1. Malawi is a landlocked LDC, with significant infrastructure bottlenecks in the areas of
transportation and energy supply that have added to the cost of trading. Over the review period
(2016 to mid-2024), Malawi's economy was initially on an accelerating trend, with real GDP growth
rising from 2.3% in 2016 to 5.4% in 2019. It dropped to its lowest level in 2020 (0.9%) with the
onset of the COVID-19 pandemic and growth has since fluctuated. Since its last Review, Malawi has
experienced several other strong external shocks, including cholera outbreaks, natural disasters,
and global price increases in food, fertilizer, and energy. Malawi relies heavily on imports and has
significant supply-side constraints. It has a narrow export basket, dominated by agricultural
commodities. Agriculture contributed about 24% of GDP and about 90% of total merchandise
exports. The most important export item, tobacco, saw its export value decline until 2022 before it
picked up slightly in 2023. The EU-27 remains the main destination for Malawi's exports.

2. The long-standing trade deficit, reflecting a continued increase in imports and stagnation in
exports, further tightened Malawi's foreign exchange reserves, which were able to cover only
0.8 months of imports by the end of 2023. This shortage has been one of the major constraints on
the economy and has not been resolved by recent adjustments to fiscal, monetary, and exchange
rate policies aimed at achieving fiscal sustainability, price stability, and an improved trade balance.
The Government recognizes that Malawi's public debt is "unsustainable". Exacerbated by increased
import prices, Malawi's inflation rate reached 40% by the end of 2023. The recent requirements for
exporters to surrender 30% of their export earnings to the Government through the Central Bank
have added to the cost of formal trade and motivated export smuggling.

3. Trade and trade policy play a key role in Malawi's macroeconomic policies and economic
development plans. Malawi 2063, the country's overall development plan aims to, inter alia, achieve
agriculture commercialization, industrialization, and export-oriented growth. It is supported by the
National Export Strategy II (2021-26) and pre-existing national trade and industrial policies. In 2020,
Malawi opened a permanent mission in Geneva, which enabled the country to participate more
actively in WTO activities. It accepted the Trade Facilitation Agreement in July 2017; it has
implemented 63% of its Category A commitments, 10.1% of its Category B commitments, and 3.36%
of its Category C commitments. Malawi is not a participant in any of the WTO joint initiatives, and it
has not accepted the Agreement on Fisheries Subsidies (as of mid-2024). It is part of the Informal
Working Group on Trade and Gender. Malawi's record of notifications to the WTO has improved,
particularly in the areas of SPS and TBT. Notifications are pending in agriculture, import licensing,
quantitative restrictions, subsidies, and state trading enterprises. Some RTAs and recent intellectual
property rights laws have not yet been notified.

4. Malawi is a member of the SADC and COMESA and ratified the African Continental Free Trade
Agreement (AfCFTA) in 2021. New developments over the review period have included Malawi's
implementation of COMESA's simplified trade regime, the entry into force of the SADC's Protocol on
Trade in Services in 2022, and the acceptance of Malawi's tariff offer to the AfCFTA Council of
Ministers in October 2023 enabling Malawi to trade under preferential conditions with the other
parties that have implemented their approved tariff offers. As an LDC, Malawi is eligible for unilateral
preferences granted by trading partners. The Government released a national AGOA response
strategy in 2018 to maximize opportunities to access the US market.

5. Malawi encourages foreign investments over USD 50,000 in priority sectors (agriculture,
tourism, mining, infrastructure, energy, services, and manufacturing). The Investment and Export
Promotion Act, enacted in 2024, inter alia, governs FDI approval processes; it replaces several laws
and strengthens the legal status and mandate of the Malawi Investment and Trade Centre (MITC).
A Special Economic Zones Act was also enacted in 2024; through provisions enabling the
establishment of special economic zones, it aims to encourage industrialization, boost exports, and
promote investment. De jure FDI restrictions remain in mining and fishing. While changes to land
laws have introduced more restrictive provisions on land ownership by non-citizens, the MITC has
been given new responsibilities to facilitate allocation of land to investors. Malawi ratified the
New York Convention on the Recognition and Enforcement of Foreign Arbitral Awards in 2021.
Reforms to improve the business environment have included the automation of various government
services.
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6. The Malawi National Single Window is at the final design stage. Once fully operational, it will
enable traders to apply, pay for, and obtain import and export permits and licences online. All
imports, except those by authorized economic operators, are subject to documentary or physical
inspection. With respect to customs valuation, Malawi has been requested to clarify if it is still using
the Brussels definition of value (i.e. a notional value that the goods would fetch on the open market).
Reference prices continue to be used in the absence of satisfactory evidence of freight cost. In 2023,
a One-Stop Border Post Control Act entered into force, enabling Malawi to enter into one-stop border-
post-related agreements with neighbours. As of 2024, a one-stop border post was operational with
Zambia.

7. Customs duties and other taxes on imports collected at the border are an important source of
government revenue, accounting for nearly 30% in FY2022/23. Malawi's tariff structure comprises
seven rates (zero, 5%, 7.5%, 10%, 15%, 20%, and 25%). More generally, it is being modelled
progressively along the tariff categories of capital and raw materials (0%), semi-finished goods
(10%), and finished goods (25%). At the time of the previous Review, six tariff lines related to
tobacco products attracted rates of 200%; these have been reduced to 25%. Malawi has 12 lines
where the applied MFN tariff exceeds the bound rates; these relate to certain ambulances, hearses,
and prison vans. Although a full comparison with the tariff applied at the previous Review cannot be
made due to changes in HS nomenclature, the simple average applied MFN rate is largely unchanged
at 12.7%, with higher average rates applying to agricultural products (WTO definition) (17.7%) than
non-agricultural products (11.9%). However, if the import surcharge introduced in 2019 is included
in tariff calculations, the average MFN tariff would be higher. Malawi does not apply tariff quotas and
all tariff lines are ad valorem.

8. Various tax incentives, involving exemptions to customs duties, VAT, excise taxes, and
corporate income tax, are offered, inter alia, to attract and direct investment into specific sectors
and support domestic industry. According to a recent analysis, revenue loss accounted for between
43% and 50% of tax collection over the period FY2018-19 to FY2020-21.

9. A new law, the Control of Goods Act, 2018, governs most import and export prohibitions,
restrictions, and licensing requirements. Under this law, the Minister may also regulate the import
and export of goods, including the protection of domestic industry from serious injury imposed by
import surges. Provisions on anti-dumping under the Customs and Excise Act remain unchanged and
have not been used.

10. Export taxes continue to be levied on wood products at 50% to encourage local value addition.
Malawi operates export processing zones (EPZs) under which 90% of manufactured goods must be
exported. Thirteen companies are operating within EPZs. New regulations were issued in 2020 to
streamline the EPZ certificate application process and introduce a legal framework for dispute
resolution in cases where an EPZ certificate is revoked. The Export Development Fund, established
in 2012, continues to provide financial services to support businesses that are either export- or
import-substitution oriented. It focuses on agriculture and agro-processing, manufacturing, mining,
infrastructure development, and tourism.

11. A new Metrology Act entered into force in 2016. The activities of the Malawi Bureau of
Standards (MBS) continue to be partly financed by a quality development cess levied on imported
products and import quality monitoring fees. The MBS is responsible for the testing and certification,
for quality assurance purposes, of goods subject to technical regulations in Malawi. In 2021, the
MBS cut its certification fees by half with a view to boosting SME performance. It does not recognize
certificates and test reports from certification bodies accredited overseas, hence all imports subject
to technical regulations are tested within the country.

12. Malawi has SPS-related implementation challenges particularly due to capacity constraints and
porous borders. It generally lacks facilities and laboratory equipment to test and certify products for
import and export. A new Plant Protection Act came into force in August 2020, and Malawi is in the
process of developing or adopting new laws for the control of diseases of animals, meat and meat
products, and milk and milk products.

13. A Competition and Fair Trading Act was enacted in 2024, replacing previous legislation.
Reforms include giving the Competition and Fair Trading Authority the power to issue administrative
orders to address anti-competitive and unfair trading conducts, including legal provisions regulating
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abuse of buyer power; incorporating provisions on merger assessment; and introducing a leniency
programme to encourage businesses to self-report anti-competitive conduct.

14. Malawi has price controls on agriculture commodities (the Ministry of Agriculture sets
minimum farm gate prices for 23 agricultural commodities); fuel (Malawi Energy Regulatory
Authority (MERA) uses an automatic fuel pricing mechanism); electricity (MERA sets or approves
tariffs set by the Electricity Supply Corporation of Malawi (ESCOM)); telecommunications (Malawi
Communications Regulatory Authority (MACRA) sets interconnection charges and approves telecom
and subscription TV tariff changes); and water (tariffs are regulated by the five water boards and
the Minister of Water and Sanitation).

15. Malawi has 28 SOEs in key sectors including agriculture, communications, energy, financial
services, transport, and water. It has a 51% share in Malawi Airlines, a 67% stake in Indebank
Malawi Ltd, and a 40% stake in Salima Sugar. Several new SOEs were established over the review
period: Electricity Generation Company (Malawi) Ltd, National Economic Empowerment Fund Ltd,
and Malawi Gaming and Lotteries Authority. Various steps have been taken to increase oversight of
SOEs. The Government has given new impetus to encouraging private investment in government
services/projects through the enactment of the Public Private Partnership Act, 2022, which replaces
the previous Law.

16. The Public Procurement Act, 2003 was revoked and replaced by the Public Procurement and
Disposal of Public Assets Act, 2017. A new authority, the Public Procurement and Disposal of Assets
Authority (PPDAA) was established to regulate public procurement and the disposal of public assets.
The new Act provides for a decentralized procurement process with procurements being undertaken
by individual procuring and disposing entities (IPDEs). The Act sets out criteria for using different
procurement methods. Use of any procurement method other than the open tender or request for
proposals requires the approval of the Director-General of the PPDAA. While the Act provides that
IPDEs should give a preference of 60% to black Malawians and 40% to other Malawians in all national
competitive bidding, this is not currently being enforced. Instead, as a temporary measure, a 20%
preference is provided to all bidders whose businesses are owned by black Malawians. Preferences
for MSMEs were introduced in 2020. Under the Buy Malawi Strategy, all public procuring entities are
advised to buy at least 60% of other goods and services from Malawi-based suppliers of goods and
providers of services. Two online procurement platforms are being developed under the Malawi
National Electronic Procurement System for high- and low-value procurements.

17. Since 2016, Malawi has enacted new laws on copyright, trademarks, and plant breeders'
rights. The Copyright Act takes into account the Marrakesh Treaty and the ARIPO Kampala Protocol
on Voluntary Registration of Copyright. It incorporates new provisions to address changes in
technology and has brought in the Copyright Fund and introduced the blank media levy. The
Trademarks Act extends registration coverage to include service marks, includes provisions on
registration of geographical indications and collective marks, increases protection of well-known
marks, domesticates the ARIPO Banjul Protocol, and introduces stricter (criminal) penalties for
infringements. The Plant Breeders' Rights Act provides for the creation of a Registrar of plant
breeders' rights. Protection is for a period of 20 years, except for trees and grapevines, which is for
25 years. The Act also provides for applications for compulsory licensing. A Plant Breeders' Rights
Fund has been established. Malawi joined the Protocol Relating to the Madrid Agreement Concerning
the International Registration of Marks in 2019 and the Marrakesh Treaty to Facilitate Access to
Published Works for Persons who are Blind, Visually Impaired, or Otherwise Print Disabled in 2017.
An Intellectual Property Rights Policy was released in 2019 as a framework to support creativity and
innovation, and drive industrialization and structural transformation of the economy. IP enforcement
appears to be inadequate, partly due to lack of capacity.

18. Agriculture accounts for a quarter of the economy's gross value added and provides
subsistence living to 85% of its households. Natural disasters and pests, pressure on land from fast
population growth, and heavy reliance on imported agricultural inputs and on rain-fed agriculture all
constrain Malawi's agriculture development. Malawi's export basket is composed of a few agricultural
products, such as tobacco, ground nuts, and tea. Its agriculture policy aims to diversify agriculture
away from its traditional export products, such as tobacco, to non-traditional, high-value products
such as cannabis. Export of maize is prohibited from time to time with a view to maintaining food
security, although this tends to drive down domestic prices and lead to smuggling. Input subsidies,
price support, and strategic reserves are used to promote agriculture development. Over the review
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period, Malawi enhanced its input subsidy programme to reach more farmers; this practice, however,
led to questions on fiscal sustainability and administrative problems.

19. Agricultural expansion and a large demand for biomass for cooking and heating are exerting
pressure on forestry and worsening deforestation. The Government is trying to stop deforestation
by planting trees, promoting other energy sources such as LPG and briquets, and imposing export
restrictions. Malawi's fish catch comes mainly from Lake Malawi, and fishing is mostly artisanal and
small scale. The Government has been implementing plans to, inter alia, conserve freshwater
biodiversity and improve the financial inclusion of marginalized rural women. Foreigners may engage
only in sport fishing.

20. Malawi has not yet been able to utilize and profit from its mineral resources. Mining and
quarrying accounted for a tiny share of GDP (0.7%), and it has a trade deficit in mineral products.
The Mines and Minerals Act was repealed and replaced in 2019 and again in 2023. Before 2019,
minerals were owned by the President on behalf of the people. As a result of the 2019 Act, mineral
resources are vested in the Republic, and the Government may acquire free equity ownership in a
mining project with a large-scale mining licence. The Government started using a mineral rights
cadastre system in 2018. Licensing fees are the same for domestic and foreign applicants, except
for the reserved mineral licence, where fees are more expensive for foreigners, and the artisanal
mining permit, which is reserved for Malawians. Higher royalty rates are applied to unprocessed
minerals.

21. Malawi has been relying on biofuels as its major source of energy supply and major component
of energy consumption due to the lack of affordable and reliable alternatives. In 2019, a carbon tax
was introduced on domestic pump purchases of diesel or petrol and the temporary importation of
foreign-registered vehicles as well as those in transit. The National Oil Company of Malawi (NOCMA)
and oil marketing companies import refined petroleum oils. About 26% of Malawi's population has
access to electricity in 2024, much higher than the 15% in 2020, thanks to the Government's efforts
to increase access to electricity through both grid and off-grid power connections. The unbundling
of ESCOM and the opening up of power generation to private investors in 2017 have resulted in
several independent power producers entering the sector. Over two thirds of electricity is generated
from hydropower, which is facing difficulties caused by low water levels due to droughts and
deforestation. The Government is trying to divert power generation away from hydropower.

22. Services account for more than half of GDP, and services trade has increased recently,
although its trade value remains small compared that of with merchandise trade.

23. Given that many areas of the country have limited traditional banking infrastructure, the
Government has taken steps to facilitate mobile money, mobile banking, e-money, and other
electronic payment methods. The development of e-payment increased risks of financial crimes.
Against this background, Malawi established its Financial Intelligence Authority to strengthen its
anti-money laundering/combating the financing of terrorism networks and other forms of financial
crimes. In FY2023, a "bank supernormal profits tax" of 10% was introduced, on top of the 30%
corporate income tax, on banks with profits over MWK 10 billion. In September 2023, Malawi's
insurance penetration rate was 1.24%.

24. Malawi is ranked 121 out of 134 economies in the Network Readiness Index 2023. Telecom
services coverage has been expanding, partly through infrastructure sharing such as the co-location
of equipment on cell sites. Malawi's mobile cellular subscriptions and mobile broadband subscriptions
increased rapidly over the review period, and the 4G network was available to about 75% of the
population in 2023, up from 15.8% in 2016. The mobile phone market remains concentrated, with
two operators accounting for over 99% of the market. Interconnection charges are set by the Malawi
Communications Regulatory Authority (MACRA), while telecom tariffs are market-determined. The
Electronic Transactions and Cybersecurity Act entered into force in 2016, giving equal recognition to
electronic and paper-based transactions. On broadcasting, content service remains small. Relevant
legislation, however, does not sufficiently support foreign participation. For example, the
Communications Act, 2016 lowered foreign investors' voting share or paid-up capital in content
services from 40% to 20%. The current broadcasting policy, which is under review, does not contain
provisions for local broadcasters to charge for their services.
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25. Road is the dominant mode of transport, although the Government plans to shift from road to
rail and inland water transport to reduce transport costs. Cabotage is not allowed for domestic land
and water transports. Regarding civil aviation, the Civil Aviation Authority was established and
became operational in October 2023. Ethiopian Airlines owns 49% of the shares in Malawi's national
carrier, Malawi Airlines, and manages it. Tourism in Malawi is in the early stages of development; it
was severely impacted by the COVID-19 pandemic, from which it has not yet recovered. Both foreign
and domestic tour operators face the same registration and licensing requirements, and according
to the authorities, foreign businesses may have easier access to incentives for tourism than do their
domestic counterparts. Malawi plans to establish a Tourism Authority as the sectoral regulator.
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1 ECONOMIC ENVIRONMENT
1.1 Main features of the economy

1.1. Malawi is a landlocked country in southeastern Africa with an area of 118,484 km?2. As a least
developed country (LDC), it had a per capita GDP of USD 609 in 2022 (Table 1.1). It remains in the
low human development category, ranked 172" out of 193 countries and territories globally on the
UNDP's 2022 Human Development Index.!

Table 1.1 Selected macroeconomic indicators, 2016-23

GDP (current MWK billion)? 5,552 6,531 7,235 8,240 8,821 9,976| 11,796| 14,594
GDP (current USD billion) 7.7 8.9 9.9 11.1 11.8 12.4 12.4 12.6
Real GDP growth (annual %) 2.3 4.0 4.4 5.4 0.9 4.6 0.8 1.6°
GDP per capita (current USD) 444.3 500.2 537.9 585.8 607.4 622.3 609.1 .
Population ('000) 17,406| 17,881| 18,368| 18,867| 19,377| 19,890| 20,405 .
Average inflation (%) 21.8 11.6 9.2 9.4 8.6 9.3 21.0 28.7

Not available.

a Data for 2016 are from the IMF database, and the remainder is from the authorities. Estimates for
2023.
b Real GDP growth rate for 2023 is an estimate from IMF (2023), Malawi: Second Review under the

Staff-Monitored Program with Executive Board Involvement and Request for an Arrangement under
the Extended Credit Facility, IMF Country Report No. 23/375.

Source: Reserve Bank of Malawi, Statistics. Viewed at: https://www.rbm.mw/; IMF data. Viewed at:
https://data.imf.org/; and information provided by the authorities.

1.2. Malawi has a fast-growing population.? From 2017 to 2022, the population grew at an annual
average of 2.6% and reached 20 million (Table 1.1). The population is young, with almost half (47%
in 2022) under 18.3 Although data on unemployment were not available to the Secretariat, the
International Finance Corporation (IFC) estimated that about 400,000 Malawians enter the job
market annually, with only one tenth of those over the age of 15 having a paid job.* Fast population
growth and high unemployment make it difficult for the Government to manage poverty.> The fifth
Integrated Household Survey 2019-2020 (most recent) found that 50.7% of the population was
below the poverty line, slightly lower than 51.5% in 2016-17.% Poverty is more rurally concentrated,
with 56.6% of persons below the poverty line, compared with 19.2% in urban areas.’”

1.3. The majority of Malawians rely on agriculture for their livelihood, with 84.7% of households
engaging in agricultural activities (92.8% of rural households and 43.7% of urban households).8 The
agriculture sector is also an important foreign exchange earner: tobacco is the main export
commodity, although its share in total merchandise exports has declined (Section 1.3.1). Over the
review period, the economy's structure changed little in real terms, although in nominal terms, the
share of agriculture to gross value added (GVA) increased from 22.9% in 2017 to 27.9% in 2022
(Chart 1.1). This is much higher than manufacturing (11.5%). The fisheries sector (1.4%) has a
higher share than mining and quarrying (0.7%). Services accounted for over half of GVA. Within
services, the wholesale and retail trade, repair of motor vehicles and motorcycles category has the
largest share.

L UNDP, Human Development Insights. Viewed at: https://hdr.undp.org/data-center/country-
insights#/ranks.

2 World Bank, Population Growth (Annual %) - Malawi. Viewed at:
https://data.worldbank.org/indicator/SP.pop.grow?most recent value desc=true&locations=MW.

3 Ministry of Tourism, Culture and Wildlife (n.d.), Malawi National Tourism Investment Master Plan
2022-2042.

4 IFC (2021), Creating Markets in Malawi. Viewed at:
https://www.ifc.org/content/dam/ifc/doc/mgrt/cpsd-malawi-es.pdf.

5 African Development Bank (2023), Malawi: Country Diagnostic Note. Viewed at:
https://www.afdb.org/sites/default/files/documents/projects-and-operations/malawi cdn 2023.pdf.

6 National Statistical Office (2020), The Fifth Integrated Household Survey 2020 Report.

7 National Statistical Office (2021), 2020 Malawi Poverty Report. The poverty line is defined as the cost
of meeting basic nutritional needs (food poverty line) and other basic needs (non-food poverty line).

8 National Statistical Office (2020), The Fifth Integrated Household Survey 2020 Report.
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Chart 1.1 Gross value added by economic activity, 2017-22 (real terms?), and 2022
(nominal termsb)
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a Real terms are measured as the shares of these sectors to GVA at constant prices.
b Nominal terms are measured as the shares of these sectors to GVA at current prices.
Note: The "electricity, gas, etc". industry includes electricity, gas, steam, and air conditioning supply;

water supply; and sewerage, waste management, and remediation activities.

Source: WTO Secretariat calculations, based on National Statistical Office, Publications; and information
provided by the authorities.

1.2 Recent economic developments

1.4. Over the review period, the real GDP growth rate fell from an annual average of 4% pre-COVID
(2016-19) to an annual average of 2% from 2020-22 (Table 1.1). Before the COVID-19 pandemic,
the economy was on an accelerating trend, with real GDP growth rising from 2.3% in 2016 to 5.4%
in 2019. This was due mainly to the good performance of the agriculture sector.? The economic
growth has not recovered to its pre-COVID level; although the growth rate reached 4.6% in 2021
from the lowest point of 0.9% in 2020, it fell again to 0.8% in 2022. According to IMF data, GDP
growth in 2023 remained weak, at 1.6%.1°

1.5. This weak development after the pandemic could be attributed to external shocks and internal
constraints. Since 2020, Malawi has been hit by the COVID-19 pandemic; the inflation pressures on
food, fertilizers, and energy prices caused by the war in Ukraine; a cholera outbreak from late 2022
to early 2023!!; and natural disasters, including several cyclones, droughts, and floods linked with
deforestation (Section 4.1.2). In addition, the economy has been constrained by power supply
problems (Section 4.2.2), low production and productivity and consequently the underutilization of
local manufacturing capacity, non-skilled labouri?, difficulties in accessing finance!3, and foreign
exchange shortages.

1.6. Malawi 2063, the Government's vision for Malawi's development, and its First 10-Year
Implementation Plan 2021-2030 (MIP-1) aim for Malawi to become an "inclusively wealthy and self-

° African Development Bank (2023), Malawi: Country Diagnostic Note.

10 IMF (2023), Malawi: Second Review under the Staff-Monitored Program with Executive Board
Involvement and Request for an Arrangement under the Extended Credit Facility, IMF Country Report
No. 23/375.

11 IMF (2023), IMF Country Report No. 23/375.

12 African Development Bank (2023), Malawi: Country Diagnostic Note.

13 Ministry of Agriculture, Irrigation and Water Development (2018), National Agricultural Investment
Plan. Viewed on the FAO website at: https://faclex.fao.org/docs/pdf/mlw190532.pdf.
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reliant industrialized upper middle-income country" by 2063 and "a middle-income economy" by
2030.'* It focuses on agriculture productivity and commercialization, industrialization, and
urbanization. The strategy envisages seven enablers to attain these pillars, including public sector
performance, private sector dynamism, economic infrastructure, and environmental sustainability.!®
The target is to shift Malawi from a consumption-driven growth model to a production-driven one,
with the private sector playing a much more important role.'® Indeed, in Malawi's GDP structure by
type of expenditure, consumption has been about eight times larger than investment over the review
period (Chart 1.2).

Chart 1.2 GDP by type of expenditure, 2016-22

(MWK billion)
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Source: UN Statistics Division, National Accounts. Viewed at: https://unstats.un.org/unsd/snaama/Basic.

1.7. To achieve the target set under Malawi 2063 and the MIP-1, Malawi designed its National Export
Strategy (NES) II for 2021-2026, which aims to readjust Malawi's development paths through its
export agenda.'” According to the NES II, increasing agriculture production and agro-processing,
venturing into export-oriented manufacturing, and producing value added services and minerals are
ways for Malawi to jump from a "factor-driven to an efficiency-driven phase of development".18 In
particular, the NES II aims to move from traditional export products such as tobacco to high-value
horticulture, livestock, and new crops such as industrial hemp and medical cannabis (Section 2.2
and Section 4.1).1° In addition, the Government also implemented the National Trade Policy 2017-21
and the National Industrial Policy 2017-21 (Section 2.2).

1.8. Implementing the NES II and other policies requires fiscal capacity. Malawi's public expenditure
increased during the review period, equivalent to about 26% of GDP in 2022 and 2023, much higher
than the 17.9% of GDP in 2016 (Chart 1.3). A large part of the expenditure increase was due to
assistance provided to mitigate the impact of the COVID-19 pandemic. The Government has been
trying to contain fiscal expenditures without cutting into social spending.2®

4 National Planning Commission (2020), Malawi 2063: Malawi's Vision — An Inclusively Wealthy and
Self-reliant Nation. Viewed at: https://npc.mw/wp-content/uploads/2021/02/MW2063-VISION-FINAL.pdf.

5 National Planning Commission (2020), Malawi 2063: Malawi's Vision — An Inclusively Wealthy and
Self-reliant Nation. Other pillars are mindset change, effective governance, and human capital development.

16 IMF (2023), IMF Country Report No. 23/375.

17 National Export Strategy II - 2021-2026. Viewed on the Malawi Investment and Trade Centre
website: https://mitc.mw/trade/images/NES II.pdf.

8 National Export Strategy II — 2021-2026.

19 Cannabis Regulatory Authority.

20 IMF (2023), IMF Country Report No. 23/375.
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Chart 1.3 Fiscal policy indicators, 2016-23
(% of GDP)
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Source: WTO Secretariat calculations, based on Reserve Bank of Malawi, Statistics. Viewed at:
https://www.rbm.mw/.

1.9. When private investment lags, public investment has to fill the gap. Hence, the Government's
fiscal adjustment measures focus more on revenue. Measures to increase fiscal revenue include
increasing taxes - by introducing new taxes, increasing tax rates, and reducing tax exemptions. On
the one hand, the Government introduced a few new taxes during the review period, such as a
temporary supernormal bank profit tax, which was later extended to all businesses with a profit over
MWK 10 billion; new stamp duties on various instruments such as motor vehicles; a presumptive
tax2! for small businesses with an annual turnover of less than MWK 12.5 million; and a requirement
to affix or print electronic tax stamps on beverages (Section 3.1.4.3). The advance income tax rate
was increased from 3% to 10% (Section 3.1.4.1).22 On the other hand, the Government plans to
repeal VAT relief on motor vehicles for certain people?® and eliminate other VAT exemptions on
business inputs and building materials.2* Malawi started implementing the Domestic Resources
Mobilization Strategy (2021-2026) as part of an Integrated Tax Administration System (ITAS), with
a view to broadening the tax base and improving tax compliance.?>

1.10. The Government's 2024/2025 budget policy statement considers Malawi's public debt as
"unsustainable"?6, while one IMF report describes the debt situation as "in distress".?” In its
November 2023 report, the IMF assessed Malawi's external debt as sustainable on a forward-looking
basis if the Government is successful in its debt restructuring strategy.?® The Government has been
implementing its strategy, aiming to bring overall and external public debt to a moderate risk of
debt distress. Despite the Government's efforts, debt vulnerabilities remain elevated, with domestic
interest payments projected at 43% of domestic revenue in FY2024/25, while national government

21 According to the OECD, presumptive tax regimes refer to simplified tax regimes with a simplified tax
compliance process for micro and small businesses. Mas-Montserrat et al. (2023), "The Design of Presumptive
Tax Regimes", OECD Taxation Working Papers No. 59. Viewed at: https://www.oecd-ilibrary.org/docserver/
141239bb-en.pdf?expires=1716571126&id=id&accname=0cid195767&checksum=407B61F108B8A476BAB7
F85F94BD37C9.

22 IMF (2023), Malawi: First Review under the Staff-Monitored Program with Executive Board
Involvement, IMF Country Report No. 23/299.

23 These include current and former politicians, senior public officials, judges, and other similarly
privileged individuals and groups. According to the IMF, fuel consumption grew on average 7.7% over the past
six years, partly driven by a rapid increase in imports of used motor vehicles, which more than doubled during
the same period (IMF Country Report No. 23/375).

24 IMF (2023), IMF Country Report No. 23/375.

25 Government of Malawi (2024), The 2024/2025 Budget Policy Statement.

26 Government of Malawi (2024), The 2024/2025 Budget Policy Statement.

27 IMF (2023), IMF Country Report No. 23/375.

28 IMF (2023), IMF Country Report No. 23/375.
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debt as a percentage of GDP went up to 84.8% at the end of 2023, of which external debt accounted
for 44.7% and domestic debt 40.1% (Table 1.2).2°

Table 1.2 Selected macro policy, external sector, and BOP indicators, 2016-23

Public finance (% of GDP 2016 2017 2018 2019 2020 2021 2022 2023
Total revenues and grants 14.7 15.6 15.0 14.9 15.0 15.0 17.0 17.8
Total expenditure 17.9 20.6 18.9 18.9 22.8 23.3 26.3 25.7
Overall balance (incl. grants) -3.1 -4.9 -4.0 -4.0 -7.8 -8.4 -9.3 -7.9

National government debt
(% of GDP)?

Total .. .. .. 45.3 54.8 61.5 75.2 84.8
Domestic - . . . . 30.0 40.8 40.1
Foreign . . . . . 31.5 34.4 44.7
Money and interest rates
Broad money growth (%) 15.2 19.7 11.5 10.2 16.7 30.0 38.8 32.2
Sg;‘i';dr;te/m“cy I (@1 6 24.00 16.00 16.00 13.50 12.00 12.00 18.00|  24.00
iz;’ig‘dg)i deposit rate (end of 6.58 5.74 4.96 4.21 3.97 3.97 4.22 4.27
Lending rate (end of period)® 33.60 26.90 24.78 12.50 12.30 12.20 17.30 23.50
External sector
Sanznge wies CIRTIUER, 718.0 730.3 732.3 745.5 749.5 805.9 949.0| 1,161.1

period average)

Nominal effective exchange
rate (percentage change; -26.6 -3.3 0.4 3.7 3.8 -8.5 -7.3 -12.8
- depreciation)

Real effective exchange rate
(percentage change; -13.4 4.7 7.7 12.8 6.8 -4.7 4.0 7.0
- depreciation)

Terms of trade (percentage

change) 6.81 -11.05 -10.91 -0.43 5.39 -24.48 -8.20 20.67
Trade/GDP (based on BoP) 46.4 44.3 42.0 42.6 39.8 43.3 42.8 43.4
Total external debt/GDP 24.0 22.8 21.7 20.3 22.9 28.2 29.5 39.9
(I Ginldl (R ESEEs 610.8| 768.4| 766.2| 846.8| 566.9|  411.0| 292.0| 2013
(USD million, end of period)

In months of imports of 2.9 3.0 2.8 2.9 2.7 1.6 1.2 0.8

goods and services
Remittance inflows
(USD million) 39.1 78.9 181.1 280.9 231.7 258.9 258.9 260.4
Remittance outflows
(USD million) 7.6 12.2 15.0 32.0 36.8 36.4 181.2 118.2
FDI (USD million)

FDI inflow 115.7 90.2 77.0 55.2 252.2 129.5 188.6

FDI stock in Malawi 1,098.2 1,303.0 1,381.9 1,466.6 1,509.0 1,604.9 1,360.8

FDI outflow -4.2 -6.7 -102.2 23.3 -153.9 27.6 29.9

FDI stock abroad 140.0 275.0 377.0 398.0 223.3 238.2 224.1
Balance of payments
(USD miillion)
Current account -1,005.6| -1,558.0 -1,705.0 -1,321.1 -1,638.7 -1,917.7 -2,218.1| -2,276.1
Capital account 843.8 951.2 859.1 715.9 737.8 742.7 762.2 972.8
Financial account -289.1 -279.8 -665.3 -746.0 -857.6 -429.4 -855.3 -601.3
Reserve assets -62.3 150.9 0.9 85.4 -258.1 -155.8 -308.7 77.7
Net errors and omissions -127.3 327.0 180.7 -140.8 43.3 745.6 600.6 702.1

Not available.

a Figures are taken from IMF (2023), Malawi: First Review under the Staff-Monitored Program with

Executive Board Involvement, IMF Country Report No. 23/299. Domestic debt is at face value and
future borrowings are at cost value. The 2022 figures are estimates. Figures for 2019 and 2020 are
from IMF Country Report No. 23/375. Figures for 2023 are from the Government of Malawi (2024),
The 2024/2025 Budget Policy Statement.

b The 2023 data refer to November 2023.

C Estimates for 2023.

Source: Reserve Bank of Malawi, Statistics. Viewed at: https://www.rbm.mw/; World Bank, Databank.
Viewed at: https://databank.worldbank.org/home; UNCTAD, Data Centre. Viewed at:
https://unctadstat.unctad.org/datacentre/; and IMF data. Viewed at: https://data.imf.org/.

1.11. A large fiscal deficit generated the demand for domestic financing, which has been achieved
mainly through monetary financing.3° As a consequence, the money supply growth rate went up
from 15% in 2016 to 38.8% in 2022 (Table 1.2) and reached 47.8% in the first quarter of 2024.3!

2 Government of Malawi (2024), The 2024/2025 Budget Policy Statement.
30 IMF (2023), IMF Country Report No. 23/375.
31 RBM (2024), Statement of the Monetary Policy Committee - Second Meeting of 2024, 3 May.
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This added to the pressure on inflation, which has already been pushed up by price increases in
Malawi's imports of food, fertilizers, and fuel. Over the review period, Malawi managed to keep its
annual average inflation rate within single digits from 2018 to 2021, before it soared to 21% in 2022
and 29% in 2023. The Reserve Bank of Malawi (RBM), the country's Central Bank, stated in its
Monetary Policy Report in January 2024 that inflation reached 34.5% in December 2023, the highest
since April 2013.32

1.12. Malawi's monetary policy is formulated by the RBM's Monetary Policy Committee (MPC) and
aims to maintain price stability. Its medium-term inflation target is 5%, with a symmetric band of
2 percentage points. The RBM uses four policy tools: policy rate; open market operation; liquidity
reserve requirement ratio; and standing facilities.3® The RBM tightened its monetary policy in
2022-24 to contain inflationary pressures. The policy rate increased from 12% in 2021 to 18% in
2022 and 24% in 2023 (Table 1.2). At the beginning of 2024, it was increased again to 26%.34

1.13. According to the RBM, monetary policy implementation faces challenges from, inter alia, the
RBM's lack of independence. This has also resulted in its inability to implement exchange rate policy
in a timely manner when there are foreign exchange demand and supply imbalances.

1.14. In 2012, Malawi replaced its fixed exchange rate with a floating exchange rate regime.
According to the IMF, Malawi's de jure floating exchange rate regime is de facto stabilized, as the
RBM has generally managed a stable official exchange rate. However, it has not been able to prevent
the existence of weaker exchange rates in parallel markets.3> Based on data from the RBM, from
May 2018 to May 2024, the spread between the official and forex bureau exchange rates has
widened, and the gap enlarged significantly in 2022 and 2023 (Chart 1.4).

Chart 1.4 Daily exchange rates, May 2018-May 2024
(MWK per USD)
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Source: Information provided by the authorities.

1.15. Partly to deal with the arbitrage opportunities generated by the enlarged spread, and partly
to address the ongoing trade deficit, the RBM significantly devalued its currency twice over the
review period. In May 2022, the RBM devalued the kwacha against the US dollar by 25%, and in
November 2023, it devalued the kwacha by approximately 44%.

32 RBM (2024), The Monetary Policy Report, January.

33 Standing facilities are facilities at commercial banks' disposal to borrow cash using government
securities as collateral from the Central Bank (Lombard facility) or to sell government securities outright to the
Central Bank for cash (re-discounting facility). RBM (2024), The Monetary Policy Report, January.

34 Government of Malawi (2024), The 2024/2025 Budget Policy Statement.

35 IMF (2023), IMF Country Report No. 23/375.
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1.16. However, because of Malawi's supply-side constraints and consequently its heavy reliance on
imports, devaluing local currency has not reduced the trade deficit, which has made accumulating
foreign exchange reserves more difficult. Its narrow export basket implies a low capacity for
generating foreign exchange.

1.17. Malawi's difficulties in accumulating foreign reserves also reflect the decline in external
support, which has traditionally been an important contributor to the economy. According to an IMF
report, from 2005 to 2020, official development assistance (ODA) inflows accounted for an average
of 12% of GDP annually.3® These ODA inflows often concentrated on emergency assistance caused
by natural disasters, shifting them away from development assistance. Furthermore, Malawi lost
access to donor support through the budget, which had averaged 4%-5% of GDP per year, after the
"cash gate" incident in 2013.37

1.18. Malawi has been trying to rebuild, or as the authorities describe it, "augment" the RBM's
efforts to accumulate foreign reserves to meet importers' demand for strategic commodities such as
fuel, medicine, and fertilizer by imposing surrender requirements on export earnings.3® On
27 August 2021, the RBM issued a Circular requiring that, with immediate effect, exporters must
sell a minimum of 30% of their export proceeds to authorized dealer banks (ADBs) while retaining
70% in their foreign currency denominated accounts (FCDAs). In accordance with the Circular,
foreign exchange from export earnings must be sold within two days of the date of receipt of these
export proceeds. The authorities state that this mandatory requirement was reintroduced due to the
tightness in the foreign exchange market.3® On 25 March 2022, the RBM issued another Circular
requiring exporters to sell 30% of their export proceeds to the RBM through the receiving ADBs,
while retaining 70% in their FCDAs.

1.19. On 27 May 2022, the RBM issued the Exchange Control (Repatriation of Export Proceeds and
Operations of Foreign Currency Denominated Accounts) Regulations 2022, to legalize the
requirement for the mandatory sale of export proceeds. The Regulations provide for punitive
measures for failure to comply with the requirement by either exporters or ADBs. The Regulations
also require that export proceeds be received in Malawi within 120 days from the date of exportation
of the goods or services. Further, in May 2023, the RBM reintroduced the CD1 form for export
declarations through a web-based electronic system - the Export Proceeds Reconciliation Module
(EPRM) - to facilitate monitoring of export declarations and collect export statistics on, inter alia,
proceeds (Section 3.2.1).

1.20. The objectives of the above measures are to ensure timely repatriation of all export proceeds
to Malawi and increase the circulation of "scarce"4° foreign currency resources within Malawi. These
measures, however, appear not to be effective in accumulating foreign exchange reserves. Gross
international reserves declined to USD 201.3 million by end-2023, covering 0.8 months of imports,
much lower than the level reached in 2019 and 2020 (Table 1.2). Contrary to the authorities'
intentions, these measures might increase export smuggling due to the added cost of formal trade.

1.21. Malawi's current account remained in deficit over the review period, and the deficit was
enlarged after 2019, reaching 18.3% of GDP in 2022 (Chart 1.5). The deficit in trade in goods has
been the main reason behind this increase: the import bill kept going up, but the export value could
not match. Secondary income, showing current transfers, has been the major source of financing
the current account deficit. Among all components of secondary income, official assistance and
remittances account for the biggest shares.

36 IMF (2023), IMF Country Report No. 23/375.

37 IMF (2023), IMF Country Report No. 23/375.

38 An IMF report suggested that another reason for these surrender requirements on export earnings is
the withdrawal of international banks' confirming letters of credit (LC) for fuel and other strategic imports, and
hence the demand from importers for foreign exchange reserves. (IMF (2023), IMF Country Report
No. 23/375) The authorities stated that banks in Malawi still have lines of LC confirmation from international
banks.

3% This practice was first introduced in 1994 but abolished in 2015. RBM (2021), "Re-Introduction of
Mandatory Sale of Export Proceeds", 27 August.

40 Exchange Control (Repatriation of Export Proceeds and Operations of Foreign Currency Denominated
Accounts) Regulations 2022 (Malawi Gazette Supplement, 27 May 2022, Government Notice No. 14).
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Chart 1.5 Balance of payments - current account, 2016-23
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Source: WTO Secretariat calculations, based on IMF, Balance of Payments. Viewed at: https://data.imf.org/.

1.3 Developments in trade and investment
1.3.1 Trends and patterns in merchandise and services trade

1.22. The trade (total merchandise and services) to GDP ratio declined from 2016 to 2020, before
it picked up again in 2021 and 2022 (Chart 1.6). Compared with merchandise trade, which presents
a generally declining pattern in both exports and imports, trade in services has seen its share of
GDP grow.

Chart 1.6 GDP at current prices, 2016-22
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Source: WTO Secretariat calculations, based on IMF, Balance of Payments. Viewed at: https://data.imf.org/.

1.23. Both supply constraints and the limited size of the domestic market make it necessary for
Malawi to use trade as an important tool to develop its economy. Taxes generated from trade have
been an essential contributor to Malawi's total fiscal revenue. The import duty alone accounted for
9.3% of total tax revenue in FY2022/23 (Section 3.1.3). VAT and excise duties collected at the
border accounted for 13.6% and 6% of total tax revenue, respectively.


https://data.imf.org/
https://data.imf.org/
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1.3.1.1 Merchandise trade

1.24. The decline in merchandise exports is due mainly to the fall in tobacco exports. In terms of
product composition in merchandise trade, tobacco is the single most important export commodity.
Its share continued the decline from the previous Review, falling from 53% in 2016 to 46.5% in
2023 (Chart 1.7).

Chart 1.7 Merchandise trade, 2016 and 2023

(% of total exports/% of total imports)
Exports (f.0.b.)

2016: USD 1,022.4 million / 2023: USD 965.5 million

53.0% Egy-27
46.5%

30.8%

Tobacco 31.0%

. Tanzania
Fruits and vegetables

China
Oilseeds
South Africa
Coffee, tea, cocoa and

spices .
Zimbabwe

Other agricultural products

Zambia
Sugars and sugar

confectionery India
Chemicals United States

Minerals and metals pnited
Kingdom
Transport equipment Kenya
Mechanical, office and Mozambique

computing machinery

Imports (c.i.f.)
2016: USD 2,254.0 million / 2023: USD 3,140.7 million

Chemicals, of which: i
8.0% China 17.4%
o 5.5%
Fertilisers 10.7% South Africa 107.70/0
_ 10.1% 15.6%
Pharmaceuticals 5.50 °
070 United Arab Emirates o
) 4.0% 12.4%
Plastics 520 o
' India 11.5%
Petroleum oils Tanzania
18.6%

Minerals and metals EU-27

Wood, paper, furniture Zambia
Mechanical, office and

computing machinery Mozambique
Transport equipment

. P q P United Kingdom
Electrical machinery and

electronic equipment Kuwait
Textiles

Cereals and food Japan

preparations
Other manufactures Saudi Arabia
2016 m 2023
Note: Exports: The main product groups represent 89.0% of total exports in 2016 and 93.9% in 2023. The

main partners represent 78.0% of total exports in 2016 and 81.6% in 2023.
Imports: The main product groups represent 89.1% of total imports in 2016 and 89.5% in 2023.
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1.25. Tobacco export values were on a clearly declining trend between 2016 and 2022. This perhaps
reflects global health concerns and anti-smoking campaigns (Section 4.1). The authorities state that
this decline is related to global price changes as well. Export values to the United States and Egypt,
two of Malawi's main markets for tobacco products, fell significantly, at a compound annual rate of
10.7% and 18%, respectively, from 2016 to 2023 (Chart 1.8). Exports to the EU-27, China and the
Republic of Korea also declined but at a much slower pace. The EU-27 remains the largest market
for Malawi's tobacco exports, followed by China. Export values to Jordan, Zimbabwe, Switzerland,
Turkiye, and Serbia increased. Overall, tobacco export values witnessed a compound annual decline
rate of 2.7% during the review period.

Chart 1.8 Malawi's tobacco exports, 2016-23

Overview b Ggowth rate idn valule tern;s
(USD million) (based on compound annual growth rate)
600
Egypt -18.0%
Overall growthrate: -2.7%
i - 0
500 United States 10.7%
EU-27 -1.2%
400 . = China -0.6% |
Korea, Republic of -0.4%
Jordan 8.6%
Zimbabwe 12.9%
Switzerland 14.8%
Turkiye [ :7.7%
Serbia 38.3%
2016 2017 2018 2019 2020 2021 2022 2023
——F|J-27 == China Switzerland Korea, Republic of = njted States === Zimbabwe === T(irkiye Serbia === jordan Egypt =World
Note: Tobacco and tobacco products refer to HS Chapter 24 (except 2404.12, 2404.92, and 2404.99).

Source: WTO Secretariat calculations, based on UN Comtrade database.

1.26. Among all merchandise exports, the agriculture sector dominates, accounting for an average
of 90% of total merchandise exports (WTO agriculture, from 85.4% in 2016 to 90.1% in 2023). The
manufacturing sector*! accounted for about 8% of total merchandise exports (from 9.8% in 2016 to
8.4% in 2023). The chemicals segment and the mechanical, office, and computing machinery
segment are the two largest manufactured export groups (Chart 1.9). Fertilizer is the largest item
in chemicals. In 2022, fertilizer exports suddenly skyrocketed, from USD 889,000 in 2020 to
USD 3.3 million in 2021 and USD 17.7 million in 2022. In 2022, almost all (99.7%) of Malawi's
fertilizer exports went to Zambia. The authorities state that this might be related to re-exports.

1.27. In the mechanical, office, and computing machinery segment, "machinery for specialized
industries" is the largest component. Within this group, "machinery for preparing or making up
tobacco" was the main item in 2022, mainly destined for Zimbabwe. In 2023, "self-propelled
tramping machines and road rollers" were the main items, primarily for Angola.

4l Here manufacturing products refer to all items, excluding WTO agricultural products, fish, petroleum,
and minerals and metals.
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Chart 1.9 Exports of two manufacturing segments: chemicals; and mechanical, office,
and computing machinery, 2016-23
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Source: WTO Secretariat calculations, based on UN Comtrade database.

1.28. The EU-27 remains the largest destination for Malawi's exports, accounting for about 31.0%
of total merchandise exports (Chart 1.7). Tanzania, Kenya, South Africa, Zimbabwe, and Zambia
are Malawi's major trade partners in Africa. Mozambique's importance as an export destination fell.
In 2016, 7.7% of Malawi's exports went to Mozambique, falling to 2.8% in 2023. Given the extensive
border with Mozambique and forex issues, informal exports might account for some of this decline.
China, India, the United States, and the United Kingdom were among Malawi's largest export
destinations globally.

1.29. Within merchandise imports, manufactured product imports accounted for over 60% of total
merchandise imports over the review period, peaking at 72% in 2021 (Chart 1.7). Among
manufacturing imports, the import value of chemicals increased significantly in 2021 on account of
the increased imports of pharmaceuticals (Chart 1.10). Imports of fertilizers kept increasing,
reflecting the Government's subsidized farm input programme (the Affordable Inputs Programme)
(Section 4.1.1.3.2). In addition, petroleum oils accounted for 18.6% of total merchandise imports
in 2023, much higher than the 11.6% in 2016, while transport equipment accounted for 6.2% of
total merchandise import value in 2016 and 2023; the significant increase in total merchandise
imports implies a fast increase in vehicle imports.#2 Hence, reforming the AIP (Section 4.1.1.3.2)
and repealing the VAT relief on motor vehicles for certain people may not only help the Government
improve its fiscal space but also reduce the import bill and generate less stress on forex reserves.

42 This was also noticed in IMF Country Report No. 23/375.


https://stats.wto.org/Areas/TimeSeries/src/assets/WTO_Multilateral_Trade_Negotiations_Categories_2023-06-26.pdf
https://stats.wto.org/Areas/TimeSeries/src/assets/WTO_Multilateral_Trade_Negotiations_Categories_2023-06-26.pdf
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Chart 1.10 Imports of chemicals, 2016-23
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1.30. China, South Africa, the United Arab Emirates, and India remained Malawi's major import
sources in 2023 (Chart 1.7), followed by Other - Africa, EU-27, the United Kingdom, and the
State of Kuwait.

1.3.1.2 Trade in services

1.31. Unlike merchandise trade, both the import and export values of trade in services increased
during the review period, while the services trade deficit grew from 2016 to 2018 and from 2019 to
2022 (Chart 1.11). Regarding services exports, telecommunication, computer, and information
services, and maintenance and repair services have rebounded strongly since the pandemic. The
export values of government goods and services n.i.e. and transport services also went up. Travel
has not recovered to its pre-pandemic level.

1.32. Imports of services have been dominated by telecommunication, computer, and information
services, transport services, travel services, and charges for using intellectual property rights
(Chart 1.11). The import value of telecommunication, computer, and information services increased
significantly from 2019, while that of transport services recovered strongly in 2022. The remarkable
increase in telecommunication, computer and information imports appears to be related to the
COVID-19 pandemic and the demand for communication, the fast development of mobile banking
(Section 4.3.1), and the fast increase in the number of both mobile cellular and mobile broadband
subscriptions (Section 4.3.2).


https://stats.wto.org/Areas/TimeSeries/src/assets/WTO_Multilateral_Trade_Negotiations_Categories_2023-06-26.pdf.
https://stats.wto.org/Areas/TimeSeries/src/assets/WTO_Multilateral_Trade_Negotiations_Categories_2023-06-26.pdf.
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Chart 1.11 Trade in services, 2016-22
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1.3.2 Trends and patterns in FDI

1.33. Foreign direct investment (FDI) into Malawi is volatile and limited (Table 1.2). From 2016 to
2021, its FDI stock was on a general increasing trend before declining in 2022. Its leading investors
vary year by vyear, and include Mauritius, Switzerland, South Africa, the United Kingdom,
Mozambique, Japan, the United Arab Emirates, and the United States (Chart 1.12).


https://data.imf.org/
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Chart 1.12 FDI inflows of top five investors, 2018-22
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1.34. At the sectoral level, FDI inflows into transport and storage declined dramatically between
2018 and 2022, while those into manufacturing and finance and insurance generally increased
(Chart 1.13). Investments in agriculture, forestry, and fisheries; electricity, gas, and air conditioning
supply; information and communication; mining and quarrying; and wholesale and retail trade were

very volatile.

Chart 1.13 FDI flows by main sector, 2018-22
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1.35. Outward FDI remains very limited (Table 1.2).

Mining and Transportation Wholesale &
quarrying and Storage  retail trade;
repair of motor
vehicles and
motorcycles
services
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2 TRADE AND INVESTMENT REGIMES
2.1 General framework

2.1. There have been no changes to the structure of government since Malawi's previous Review in
2016.1 Malawi's Constitution was amended four times over the review period. The date of the
dissolution of the National Assembly has been moved forward; local government elections are now
held simultaneously with presidential and parliamentary elections; clarity has been introduced
regarding what happens when the President dies or resigns; the office of Deputy Chief Justice has
been introduced; and a provision on parliamentary service has been included in the Constitution
(this was previously contained in a Parliamentary Service Act). The Executive is responsible for
signing international treaties. As per Article 211 of the Constitution, Parliament must pass enabling
legislation to domesticate any such treaties.

2.2. There were no changes over the review period to the procedures for enacting legislation or
issuing subsidiary legislation. With respect to the former, the steps are as follows: the policy Ministry
submits drafting instructions to the Ministry of Justice who drafts the requested Bill in consultation
with the Ministry. The Bill, once drafted and approved by the policy Ministry, is submitted to Cabinet,
accompanied by a Cabinet Paper. If Cabinet adopts the Bill, it is published in the Gazette for
presentation in the National Assembly where it passes through three readings. Bills passed by the
National Assembly are submitted to the President for assent. All laws are published in the Gazette
and come into operation on the day after the date of publication. With respect to subsidiary
legislation, the policy Ministry sends drafting instructions to the Ministry of Justice, which drafts the
subsidiary legislation in consultation with the policy Ministry. Once complete, the Minister signs the
Government Notice containing the subsidiary legislation; it is sent back to the Ministry of Justice to
be published in the Gazette.

2.3. According to the authorities, Ministries must comply with a Cabinet Directive when developing
bills; this Directive contains a template, inter alia, requiring public consultations.? When bills are
submitted to Parliament, they are considered by sectoral parliamentary committees; at this stage,
parliamentarians may invite the participation of stakeholders. Most of Malawi's laws, regulations,
and copies of the Malawi Government Gazette (since 2010) may be found on the website of the
Malawi Legal Information Institute, a private-sector-led initiative.? According to the authorities, the
Department of Printing Services is working towards publishing the Gazette online itself. The
authorities indicated that no regulatory impact assessment guidelines/rules were issued over the
review period.

2.4. With respect to judicial system reform, the main change over the review period was the
establishment of the Financial Crimes Division of the High Court, through enactment of the Courts
(Amendment) Act No. 36 of 2022. The Division has jurisdiction to hear any financial crime matter
arising under the following laws: the Financial Crimes Act; the Public Finance Management Act; the
Companies Act; the Corrupt Practices Act; financial services laws (i.e. Financial Services Act, Banking
Act, Securities Act, Pension Act, and Exchange Control Act); and certain chapters of the Penal Code
that deal with financial crimes.

2.2 Trade policy formulation and objectives

2.5. The Ministry of Trade and Industry (MTI) (formerly the Ministry of Industry and Trade) is
responsible for developing trade policies in coordination with several other government ministries
and agencies. The Public Private Dialogue Forum, established in 2007, provides a high-level forum
for dialogue on trade policy issues. It is co-chaired by the Minister of Trade and Industry and a
representative from the private sector and meets quarterly. The National Trade Facilitation
Committee has an oversight role on all trade facilitation issues including with respect to
implementing the WTO Trade Facilitation Agreement. It is chaired by the Malawi Revenue Authority,
with the Ministry responsible for trade and industry heading the secretariat; it meets quarterly.*

Y WTO document WT/TPR/S/335/Rev.1, 1 August 2016, Section 2.1.

2 The Cabinet Directive is not publicly available.

3 Malawi Legal Information Institute. Viewed at: https://malawilii.org.

4 The Secretariat comprises the following institutions: the Malawi Revenue Authority; the Ministry
responsible for trade and industry; the Reserve Bank of Malawi (RBM); the Malawi Bureau of Standards; the



https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/TPR/S/335/Rev.1%22%20OR%20@Symbol=%22WT/TPR/S/335/Rev.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://malawilii.org/
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Under the National Export Strategy II (NES II) (see below), an Inter-Ministerial Committee on Trade,
Industry and Private Sector Development has been set up but has not yet met, due to resource
constraints. The NES II also provides for an Inter-Ministerial Export Council and a National Export
Task Force; these have not yet been set up, again for lack of resources.

2.6. Export-led growth is a central feature of all the economic and trade strategies currently being
followed by the Government®, including the National Trade Policy of Malawi 2017-21 (NTP), the
NES II 2021-2026, Malawi 2063 (Section 1), and the National Industrial Policy 2017-2021. Under
these policies, Malawi is, inter alia, seeking to transform its manufacturing sector to produce higher
value-added goods for export and integrate into regional and global value chains. Given the limited
size of the domestic market, the Government sees increased exports as being key to achieving
economic growth and tackling its large and growing trade deficit (Section 1). Specifically, the NES II
has a target of increasing exports as a percentage of GDP from 14.6% to 20%. As indicated by the
authorities, as of mid-2024 the NTP was under review, and revisions to the National Industrial Policy
were being finalized.

2.7. The NTP and the NES II refer to several challenges that Malawi faces in becoming more
competitive, developing comparative advantages, and increasing and diversifying its exports. These
include, inter alia, a low level of economic transformation and sophistication; lack of resources;
unbalanced growth; inadequate infrastructure; a small private sector; lack of trained labour;
overreliance on development partners; market access constraints; an imperfect operating
environment for business; a narrow production base; a narrow export basket with exports
concentrated in just a few markets; high market entry costs for small-scale producers and traders;
lack of access to finance and technology; challenges with trade mainstreaming, relating to
institutional capacity/coordination and policy coherence; and prevalence of corruption and red tape.

2.8. The NES II identifies certain priority sectors for exports, namely (i) agriculture, forestry, and
fishing (e.g. traditional export products, food crop and value-added horticulture, livestock and
fisheries, and industrial hemp and medical cannabis); (ii) manufacturing (e.g. agro-processing,
plastic and plastic products, pharmaceuticals, wood and wooden products, and textiles and apparel);
(iii) mining (e.g. uranium, gemstones, rare earth elements, phosphate, and coal); and (iv) services
(e.g. tourism, ICT, creative industries, and professional services). It also sets out markets of focus,
namely (i) neighbouring countries (South Africa, Mozambique, Zambia, and Tanzania); (ii) regional
markets of Common Market for Eastern and Southern Africa (COMESA) and Southern African
Development Community (SADC) (Kenya, Egypt, and Zimbabwe); (iii) the European Union
(specifically Belgium, the Netherlands, and Germany); (iv) the United States; (v) the
Russian Federation; (vi) the Middle East (specifically the United Arab Emirates); (vii) Asian markets
(e.g. China, India, Singapore, and Japan); and (viii) other markets (e.g. Canada, Australia, and
Switzerland). The authorities indicate that strategies under the NES II are being developed for
fisheries, cotton, and mining.

2.9. Selected trade-related support measures identified as needing to be put in place by the
Government under the different strategies/policies are set out in Box 2.1.

Malawi Investment and Trade Centre; the respective ministries responsible for transport and public works,
finance and economic affairs, foreign affairs and international cooperation, agriculture, irrigation and water
development, justice and constitutional affairs, health, and labour; the Department of Road Traffic and Safety
Services; the Roads Authority; the Malawi Confederation of Chambers of Commerce and Industry (MCCCI); the
Clearing and Forwarding Agents Association of Malawi; the Road Transport Operators Association; the
Cross-Border Traders Association; the Bankers Association of Malawi; the University of Malawi; the Malawi
Union of Small and Medium Enterprises; the Manufacturers Association; and the Donor Trade Facilitation
Coordinator.

5 The development of all policies and strategies (whether trade-related or not) follows certain steps.
Ministries start the process with national consultations with public and private institutions and development
partners. Thereafter, policies are drafted and validated by the same stakeholders before being sent to the
Office of the President and Cabinet, where they are, inter alia, checked for alignment with the prevailing
national vision/strategy. Finally, they are taken to the full Cabinet for approval.
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Box 2.1 Trade-related strategies and selected support measures

Vision 2063

Support measures/priorities include improved market information; increased access to finance; improved
infrastructure to produce and trade (including through waterways transport and irrigation facilities);
predictable trade and investment policies; enhanced export processing zones and the establishment of
industrial zones; tax incentives to support production and exports; strengthened institutions supporting
exporters; initiatives to encourage value addition including through branding/packaging of export products
and services; and negotiation of better market access through bilateral, regional, and multilateral trade regime
frameworks.

National Trade Policy

Support measures/priorities include efforts to reduce the cost of doing business and trading; investment
facilitation and the provision of a more secure investment framework; reduction in barriers to the movement
of service providers and high-skilled immigrants; strengthened linkages between domestic and international
trade; facilitation of cross-border market access opportunities for MSMEs; efforts to empower Malawians to
participate in the provision of goods and services; and steps to address the gaps in terms of policy formulation,
implementation, and institutional framework.

National Export Strategy (NES) II

Support measures/priorities include implementing certain cross-sector development enablers, namely
increasing access to finance; increasing access to markets (including through a simplified tariff scheme for
exports and imported inputs; investment in trade negotiation capacity; strengthened Malawi Bureau of
Standards; introduction of technology-based systems to reduce transaction costs; and establishment and
operationalization of SEZs, targeting priority clusters); upgrading skills; reforming land laws and policies;
increasing investment in transport to facilitate trade and improving border procedures/management; and
expanding and diversifying the energy sector, including through power interconnection agreements with
neighbouring countries to enable Malawi's participation in power trade. Other support measures/priorities
mentioned include, inter alia, trade facilitation measures; strengthening/revamping "Brand Malawi"; provision
of updated market information; supporting Malawi firms to be export-ready and comply with regional and
international standards; improving the business environment for trade; supporting firms to increase value
addition and beneficiation in Malawi; establishing ecosystems for development of export-oriented services
activities; establishing export after-care services; developing geographical indications for Malawi products;
and developing a new National Investment Strategy to help attract FDI into activities with export potential.

National Industrial Policy

Support measures/priorities include support to strategic clusters; tax incentives to promote investment and
research and development; promoting innovation and technology through intellectual property rights;
rationalizing tariffs to decrease the cost of imported inputs for priority sectors/clusters; addressing market
access barriers through trade negotiations and agreements; supporting the free movement of MSME products
through trade facilitation initiatives; developing a Special Economic Zones Act and reviewing the Export
Processing Zones Act; helping industry meet product standards in foreign markets; and encouraging import
substitution in specific sectors (textiles and clothing, leather and leather products, and pharmaceuticals).

Source: Malawi 2063 - Malawi's Vision: An Inclusively Wealthy and Self-Reliant Nation. Viewed at:
https://npc.mw/wp-content/uploads/2021/02/MW?2063-VISION-FINAL.pdf; Government of Malawi,
National Trade Policy (March 2016). Viewed at: https://mitc.mw/trade/images/Malawi-Trade-
Policy.pdf; Ministry of Industry, Trade and Tourism, National Industrial Policy (April 2016).
Viewed at: https://npc.mw/wp-content/uploads/2020/07/industry.pdf; and National Export
Strategy II (2021-2026). Viewed at: https://mitc.mw/trade/images/NES II.pdf.

2.3 Trade agreements and arrangements
2.3.1 WTO

2.10. As a contracting party to the GATT 1947, Malawi became a WTO Member in 1995. In 2020, it
opened a permanent mission in Geneva; the authorities stated that as at end-2023, it had 11 staff
including the Ambassador (the Department of Trade within the MTI in capital has around 20 staff).
It accepted the Trade Facilitation Agreement on 12 July 2017. Malawi is not a participant in any of
the WTO joint initiatives. However, it is part of the Informal Working Group on Trade and Gender.
As of mid-2024, Malawi had not accepted the Agreement on Fisheries Subsidies. Malawi is not a
signatory to any of the WTO plurilateral agreements. Malawi has never participated in any dispute


https://npc.mw/wp-content/uploads/2021/02/MW2063-VISION-FINAL.pdf
https://mitc.mw/trade/images/Malawi-Trade-Policy.pdf
https://mitc.mw/trade/images/Malawi-Trade-Policy.pdf
https://npc.mw/wp-content/uploads/2020/07/industry.pdf
https://mitc.mw/trade/images/NES_II.pdf
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settlement proceedings as either complainant or respondent. It has reserved its third-party rights in
six dispute settlement cases relating to sugar and tobacco.®

2.11. As indicated by the authorities, Malawi's positions and interests in WTO negotiations are
aligned with like-minded countries, namely the Least Developed Countries Group; the Africa Group;
and the African, Caribbean and Pacific Group. Malawi's main interests include gaining global market
access and, in particular, preferential market access; space for policy flexibility; and access to
development support. Through the LDCs, Africa and ACP groups, Malawi has continued advocating
for (i) preferential rules of origin, preservation of preferences under duty-free and quota-free market
access for LDCs, and the elimination of trade-distorting domestic support and export subsidies;
(ii) availability and access to affordable vaccines and essential medicines during the COVID-19
pandemic and afterwards; (iii) a meaningful developmental outcome of the Doha Development
Agenda negotiations, including on special and differential treatment; (iv) additional resources for
technical assistance and capacity-building through the Enhanced Integrated Framework and Aid for
Trade to deliver the development agenda; and (v) technology transfer. The authorities note that
Malawi's effective participation in the WTO's work has been hindered by its limited human and
financial resources.

2.12. Malawi has submitted several notifications to the WTO over the review period (Table 2.1).
Notably, it has submitted several TBT notifications, for the first time in 2017, and increased reporting
of its SPS-related measures. It has also updated its contact and enquiry points to the Council on
Trade in Services.” Notifications are pending in the areas of agriculture (domestic support and export
subsidies), import licensing (replies to the questionnaire on import licensing procedures),
quantitative restrictions, subsidies (new and full notification), and state trading enterprises. Neither
Malawi's RTAs with Botswana, China, Mozambique, South Africa, or Zimbabwe nor the African
Continental Free Trade Agreement (AfCFTA) have been notified. Malawi has also not notified its new
IP laws (Section 3.3.7).

Table 2.1 WTO notifications, 1 January 2016-1 July 2024

Agreement Requirements/contents Notifications

Agriculture

G/AG/2 and G/AG/2/Add.1 Domestic support G/AG/N/MWI/9, 22 March 2017
- G/AG/N/MW1I/8, 22 March 2017;

G/AG/2 and G/AG/2/Add.1 Export subsidies G/AG/N/MWI/7. 26 April 2016

Trade-Related Investment

Measures

Article 6.2 Publications in which investment measures |G/TRIMS/N/2/Rev.26/Add.1,

related to goods (TRIMs) can be found 24 March 2017
Import Licensing
Replies to annual questionnaire on import

Article 7.3 eplie G/LIC/N/3/MWI/5, 14 February 2017
licensing procedures
Article 5(1) ediERe o i el sl G/LIC/N/2/MWI/4, 14 February 2017

requirements within 60 days of publication
Subsidies and
Countervailing Measures
Article XVI:1 of the GATT 1994,

Article 25 of the G/SCM/N/220/MWI, 3 April 2017

G/SCM/N/253/MWI, 3 April 2017

gngnﬁ%;iznéegtcﬁnd XVGTgnd New and full notification G/SCM/N/284/MWI, 3 April 2017
G/SCM/M IS—H G/SCM/N/315/MWI, 3 April 2017

Application of Sanitary and
Phytosanitary Measures

Article 7 and Annex B (and 20 notifications from
WTO document Notification of SPS regulations G/SPS/N/MW1/3, 27 February 2017 to
G/SPS/7/Rev.4) G/SPS/N/MWI/23, 16 April 2021

6 DS467, DS435, and DS434: Australia - Certain Measures Concerning Trademarks, Geographical
Indications and Other Plain Packaging Requirements Applicable to Tobacco Products and Packaging
(complainants Indonesia, Honduras, and Ukraine, respectively, and DS238, DS266, and DS265:
European Communities — Export Subsidies on Sugar (complainants Thailand, Brazil, and Australia,
respectively).

7 WTO document S/ENQ/78/Rev.16, 22 April 2016.



https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/2%22%20OR%20@Symbol=%22G/AG/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/2/Add.1%22%20OR%20@Symbol=%22G/AG/2/Add.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/N/MWI/9%22%20OR%20@Symbol=%22G/AG/N/MWI/9/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/2%22%20OR%20@Symbol=%22G/AG/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/2/Add.1%22%20OR%20@Symbol=%22G/AG/2/Add.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/N/MWI/8%22%20OR%20@Symbol=%22G/AG/N/MWI/8/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/N/MWI/7,%22%20OR%20@Symbol=%22G/AG/N/MWI/7,/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TRIMS/N/2/Rev.26/Add.1%22%20OR%20@Symbol=%22G/TRIMS/N/2/Rev.26/Add.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/LIC/N/3/MWI/5%22%20OR%20@Symbol=%22G/LIC/N/3/MWI/5/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/LIC/N/2/MWI/4%22%20OR%20@Symbol=%22G/LIC/N/2/MWI/4/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/M/46%22%20OR%20@Symbol=%22G/SCM/M/46/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/M/53%22%20OR%20@Symbol=%22G/SCM/M/53/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/N/220/MWI%22%20OR%20@Symbol=%22G/SCM/N/220/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/N/253/MWI%22%20OR%20@Symbol=%22G/SCM/N/253/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/N/284/MWI%22%20OR%20@Symbol=%22G/SCM/N/284/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SCM/N/315/MWI%22%20OR%20@Symbol=%22G/SCM/N/315/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SPS/7/Rev.4%22%20OR%20@Symbol=%22G/SPS/7/Rev.4/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SPS/N/MWI/3%22%20OR%20@Symbol=%22G/SPS/N/MWI/3/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/SPS/N/MWI/23%22%20OR%20@Symbol=%22G/SPS/N/MWI/23/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22S/ENQ/78/Rev.16%22%20OR%20@Symbol=%22S/ENQ/78/Rev.16/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
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Agreement

State Trading Enterprises
GATT Article XVII:4(a) as
clarified by the Understanding
on the Interpretation of
Article XVII of GATT 1994,
paragraph 1

Technical Barriers to Trade

Article 2.9.2 and 5.6.2

Trade Facilitation

Article 16

Articles 15 and 16

Article 1.4

Article 10.6.2
Article 12.2.2

Article 22.3

Customs Valuation

Requirements/contents

New and full notification

Notification of technical regulations and/or
conformity assessment procedures

Notification of arrangements and progress
in the provision of technical assistance and
capacity-building support of Category C
designations

Notification of category commitments

Import, export, and transit procedures

Measures on the use of customs brokers
Contact points

Contact points of TACB-coordinating agency
for Members seeing assistance and support
for capacity-building

Notification of date from which the Member
has/will apply the Decision on the

Notifications

G/STR/N/16/MWI, 21 March 2017

94 notifications from G/TBT/N/MWI/1,
28 September 2017 to
G/TBT/N/MWI/95, 23 February 20232

G/TFA/N/MWI/4/Rev.1, 31 May 2023
G/TFA/N/MWI/4, 30 June 2021

G/TFA/N/MWI/1, 12 September 2019
WT/PCTF/N/MWI/1, 10 May 2016
G/TFA/N/MWI/2, 12 September 2019
WT/PCTF/N/MWI/2, 30 May 2016
G/TFA/N/MWI/2, 12 September 2019
G/TFA/N/MWI/2, 12 September 2019

G/TFA/N/MWI/3, 12 September 2019

isi . . . t { z t Z
Decision A.3 treatment of interest charges in the G/VAL/N/3/MWI/L, 3 July 2017
customs value of imported goods.
Article 22 Changes to laws and regulations G/VAL/N/1/MWI/2, 5 May 2017
a One notification, WTO document G/TBT/N/MWI1/84, was circulated erroneously and is considered null

and void (WTO document G/TBT/N/MW1/84/Corr.1).

Note: Guidelines on WTO notification requirements are contained in the WTO Handbook on Notification
Requirements. Viewed at:
https://www.wto.org/english/tratop e/handbook on notifications complete e.pdf.

Source: Compiled by the WTO Secretariat, based on notifications database.

2.3.2 Regional and preferential agreements

2.3.2.1 Regional trade agreements

2.13. As at the time of its previous Review, Malawi has regional trade agreements (RTAs) in force
with its trading partners in COMESA and the SADC, as well as bilateral RTAs with Botswana, China,
Mozambique, South Africa, and Zimbabwe (Chart 2.1).8 Further information on the provisions of
these agreements is contained in previous Reviews?, and an overview of tariff preferences granted
is contained in Section 3.1.3.3. In January 2021, Malawi ratified the AfCFTA.0

8 For further information on Malawi's bilateral RTAs, all of which were in place prior to the current review
period, see MITC Trade Information Portal. Viewed at: https://mitc.mw/trade/index.php/malawi-and-

china.html.

° WTO documents WT/TPR/S/335/Rev.1, 1 August 2016; and WT/TPR/S/231/Rev.1, 14 July 2010.

10 ECA (2021), "Malawi Ratifies AfCFTA after Submitting Instrument of Ratification", 15 January.
Viewed at: https://www.uneca.org/stories/malawi-ratifies-afcfta-after-submitting-instrument-ratification.



https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/STR/N/16/MWI%22%20OR%20@Symbol=%22G/STR/N/16/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TBT/N/MWI/1%22%20OR%20@Symbol=%22G/TBT/N/MWI/1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TBT/N/MWI/95%22%20OR%20@Symbol=%22G/TBT/N/MWI/95/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/4/Rev.1%22%20OR%20@Symbol=%22G/TFA/N/MWI/4/Rev.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/4%22%20OR%20@Symbol=%22G/TFA/N/MWI/4/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/1%22%20OR%20@Symbol=%22G/TFA/N/MWI/1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/PCTF/N/MWI/1%22%20OR%20@Symbol=%22WT/PCTF/N/MWI/1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/2%22%20OR%20@Symbol=%22G/TFA/N/MWI/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/PCTF/N/MWI/2%22%20OR%20@Symbol=%22WT/PCTF/N/MWI/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/2%22%20OR%20@Symbol=%22G/TFA/N/MWI/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/2%22%20OR%20@Symbol=%22G/TFA/N/MWI/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TFA/N/MWI/3%22%20OR%20@Symbol=%22G/TFA/N/MWI/3/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/VAL/N/3/MWI/1%22%20OR%20@Symbol=%22G/VAL/N/3/MWI/1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/VAL/N/1/MWI/2%22%20OR%20@Symbol=%22G/VAL/N/1/MWI/2/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TBT/N/MWI/84%22%20OR%20@Symbol=%22G/TBT/N/MWI/84/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/TBT/N/MWI/84/Corr.1%22%20OR%20@Symbol=%22G/TBT/N/MWI/84/Corr.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://www.wto.org/english/tratop_e/handbook_on_notifications_complete_e.pdf
https://mitc.mw/trade/index.php/malawi-and-china.html
https://mitc.mw/trade/index.php/malawi-and-china.html
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/TPR/S/335/Rev.1%22%20OR%20@Symbol=%22WT/TPR/S/335/Rev.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/TPR/S/231/Rev.1%22%20OR%20@Symbol=%22WT/TPR/S/231/Rev.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://www.uneca.org/stories/malawi-ratifies-afcfta-after-submitting-instrument-ratification
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Chart 2.1 Malawi's participation in RTAs, 2024
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Note: The SADC Protocol on Trade in Goods is applied by all members except Angola, Comoros, and the

Democratic Republic of the Congo. The Protocol on Trade in Services is applied by all members
except Angola, Comoros, the Democratic Republic of the Congo, Madagascar, and Tanzania.

As of March 2024, the seven African Union countries that had not yet ratified the AfCFTA were Benin,
Liberia, Libya, Madagascar, Somalia, South Sudan, and Sudan. The only African Union country that
has not yet signed the AfCFTA is Eritrea. Tralac, Status of AfCFTA Ratification. Viewed at:
https://www.tralac.org/resources/infographic/13795-status-of-afcfta-ratification.html.

Countries/territories with which Malawi has bilateral RTAs are shown in blue.

Source: WTO Secretariat, RTA Section.
2.3.2.1.1 COMESA

2.14. Malawi is a participant in the COMESA Free Trade Area (FTA); it grants duty-free and quota-
free treatment to all originating products from the 13 other COMESA members implementing the
FTA (Chart 2.1 and Section 3.1.3.3). While the COMESA Customs Union was launched in 2009,
adoption of the Customs Union's instruments has been slow.!?

2.15. Malawi has been implementing the COMESA simplified trade regime (STR)!2, since May 2010.
It has STR framework agreements in place with Zambia and Zimbabwe; as of mid-2024 only the
Zambian STR was functioning, at the Mchinji/Mwami Border. The STR provides for simplified customs
procedures for small traders. Imports of specific goods with a value of under USD 3,000 are subject
to a tax and processing fee of USD 1 per crossing. Importers must be registered. As indicated by
the authorities, this system has helped to address issues of smuggling and use of insecure routes.

2.16. Developments at the COMESA level since 2016 have included the release of the COMESA
Medium Term Strategic Plan 2021-2025 and the COMESA Industrialization Strategy 2017-2026.13

1 COMESA (n.d.), Medium Term Strategic Plan 2021-2025. Viewed at: https://www.comesa.int/wp-
content/uploads/2022/03/4Final-MTSP-2021-2025-English-Reviewed-2 feb.pdf. Information was not available
on the share of Malawi's tariffs aligned to the COMESA CET.

12 Other COMESA members implementing the STR are Burundi, the Democratic Republic of the Congo,
Ethiopia, Kenya, Rwanda, Uganda, Zambia, and Zimbabwe.

13 COMESA (n.d.), COMESA Medium Term Strategic Plan 2021-2025. Viewed at:
https://www.comesa.int/wp-content/uploads/2022/03/4Final-MTSP-2021-2025-English-Reviewed-2 feb.pdf;
and COMESA (2017), COMESA Industrialization Strategy 2017-2026. Viewed at: https://www.comesa.int/wp-
content/uploads/2020/10/COMESA-Industrial-Strategy-Final-Eng .pdf.



https://www.tralac.org/resources/infographic/13795-status-of-afcfta-ratification.html
https://www.comesa.int/wp-content/uploads/2022/03/4Final-MTSP-2021-2025-English-Reviewed-2_feb.pdf
https://www.comesa.int/wp-content/uploads/2022/03/4Final-MTSP-2021-2025-English-Reviewed-2_feb.pdf
https://www.comesa.int/wp-content/uploads/2022/03/4Final-MTSP-2021-2025-English-Reviewed-2_feb.pdf
https://www.comesa.int/wp-content/uploads/2020/10/COMESA-Industrial-Strategy-Final-Eng_.pdf
https://www.comesa.int/wp-content/uploads/2020/10/COMESA-Industrial-Strategy-Final-Eng_.pdf
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The COMESA Secretariat has assisted with the rolling-out of the NTBs SMS Online Reporting Tool
Mechanism, which has been active since 2020. Malawi is piloting the COMESA Electronic Certificate
of Origin and discussing the possibility of implementing the COMESA business visa scheme, to
facilitate the movement of businesspersons.

2.3.2.1.2 SADC

2.17. Developments at the SADC level since 2016 have included the entry into force of the SADC
Protocol on Trade in Services in January 2022.14 It applies to all SADC members except Angola,
Comoros and the Democratic Republic of the Congo and has been notified to the WTO.1>
Sector-specific commitments have been scheduled by the parties, using a positive list approach in
four services sectors (communication, financial, tourism, and transport services). Information was
not available on Malawi's commitments under the SADC services protocol. SADC STR negotiations
with Tanzania and Mozambique have been underway since 2023. Under SADC, a coordinated border
management strategy is being developed, which aims to enhance the operations of border agencies,
and a framework has been put in place to exchange e-certificates of origin between SADC members;
it will be piloted as a next step.1®

2.18. Efforts are being taken at the SADC level to improve the investment climate. These include
the creation of a SADC Investment Climate Scorecard, which aims to improve the business
environment within the region.!” Additionally, various strategies with trade and investment-related
components have been released since 2016, including the SADC Vision 205018, the SADC Regional
Indicative Strategic Development Plan (2020-2030)!°, the SADC Industrialization Strategy and
Roadmap?2, and the SADC Tourism Programme (2020-2030).

2.3.2.1.3 AfCFTA2!

2.19. The AfCFTA was approved by the African Union's Heads of States and Governments in
January 2012.22 The Agreement entered into force on 30 May 2019 once the requisite 24 member
States deposited their instruments of ratification. As mentioned above, Malawi ratified the agreement
in 2021. The Agreement brings together the 55 countries of the African Union (including the
continent's eight regional economic communities (RECs) and customs unions).23

2.20. The Malawi AfCFTA National Strategy 2021-2026 sets out the perceived opportunities and
challenges of AfCFTA participation and the country's strategic and specific objectives therein.2* The
latter includes expanding exports into priority African markets beyond COMESA and the SADC for
targeted goods and services, as well as taking initiatives at the national level to enable Malawi to
maximize opportunities from the Agreement. These include promoting investment, skills
development, gender and youth mainstreaming in trade and business, and export readiness as well
as leveraging ICT technologies and enhancing market intelligence. In line with this Strategy, Malawi
set up a National Implementation Committee, co-chaired by the MTI and Malawi Confederation of
Chambers of Commerce and Industry (MCCCI), whose overall purpose is to provide a platform for

4 SADC (2022), "SADC Protocol on Trade in Services Enters into Force", 27 January. Viewed at:
https://www.sadc.int/latest-news/sadc-protocol-trade-services-enters-force.

15 WTO document S/C/N/1108, 14 September 2022.

16 MRA (2022), "Introduction of SADC E-Certificate of Origin", 5 September. Viewed at:
https://www.mra.mw/press-releases/introduction-of-sadc-e-certificate-of-origin.

17 SADC (2023), "SADC Intensifies Efforts to Improve Business Environment in the Region",

8 December. Viewed at: https://www.sadc.int/latest-news/sadc-intensifies-efforts-improve-business-
environment-region.

8 SADC (2021), SADC Vision 2050. Viewed at: https://www.sadc.int/document/sadc-vision-2050.

19 SADC (2020), SADC Regional Indicative Strategic Development Plan (RISDP) 2020-2030. Viewed at:
https://www.sadc.int/sites/default/files/2021-08/RISDP 2020-2030.pdf.

20 SADC (2015), SADC Industrialization Strategy and Roadmap 2015-2063. Viewed at:
https://www.sadc.int/document/sadc-industrialisation-strategy-and-roadmap-english; and SADC (2017),
Action Plan for SADC Industrialization Strategy and Roadmap. Viewed at:
https://www.sadc.int/document/action-plan-sadc-industrialization-strategy-and-roadmapv.

21 This section largely replicates the text on the AfCFTA contained in the Trade Policy Review of SACU,
since there have been few changes. WTO document WT/TPR/S/447/Rev.1, 16 January 2024, Section 2.4.2.

22 African Union, Agreement Establishing the African Continental Free Trade Area. Viewed at:
https://au.int/sites/default/files/treaties/36437-treaty-consolidated text on cfta - en.pdf.

23 AfCFTA, About the AfCFTA. Viewed at: https://au-afcfta.org/about/.

24 MTI (2021), Malawi Africa Continental Free Trade (AfCFTA) National Strategy 2021-2026.
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cooperation, consultation, and open dialogue with all stakeholders, including women, youth, and
vulnerable groups, on AfCFTA implementation.

2.21. AfCFTA's general objectives, as contained in Article 3 of the Agreement, include creating a
single market for goods and services, facilitated by the movement of persons to deepen the economic
integration within the African continent; contributing to the movement of capital and natural
resources and facilitating investments; laying the foundations for a Continental Customs Union;
encouraging sustainable and inclusive socio-economic development, gender equality, and structural
transformation; enhancing parties' competitiveness; promoting industrial development; resolving
the challenges of multiple and overlapping memberships; and expediting the regional and
continental integration process.

2.22. Six protocols are part of the agreement establishing the AfCFTA. They cover (i) trade in
goods; (ii) trade in services; (iii) rules and procedures on the settlement of disputes;
(iv) investment; (v) IPRs; and (vi) competition policy. Two new committees - one on IPRs and one
on investment - were set up in 2021. The protocols on IPRs, competition, and investment were
finalized and adopted in February 2023. As of early 2024, work was ongoing in the areas of women
and youth and digital trade. The AfCFTA's Dispute Settlement Body and Appellate Body were
established in 2021.25 Other initiatives implemented by the AfCFTA include the Guided Trade
Initiative (GTI) launched on 7 October 2022, a solutions-based approach to facilitating the start of
commercially meaningful trading under the AfCFTA tariff preferences.

2.23. In 2021, Malawi submitted its Goods Market Access (GMA) offer to the AfCFTA Secretariat
and it was revised in October 2023 upon technical verification. The offer was approved by the
Committee of Ministers of Trade in January 2024, making the country eligible for trading with other
AfCFTA State Parties that have implemented their approved tariff offers. The GMA offer has 90%
lines for Category A (non-sensitive products to be phased down in full by 2031); 8% lines for
Category B (sensitive list to be phased down by 2034); and 2% Category C (excluded products with
no phase down of tariffs).

2.24. The Protocol on Trade in Services outlines the mandate for the negotiations at the AfCFTA.
The first phase of the services negotiations is still ongoing and covers five priority services sectors:
(i) business; (ii) communication; (iii) financial; (iv) tourism; and (v) transport. Work on the
additional services sectors is planned for the second phase once the negotiations on the five sectors
have been completed.

2.25. The Agreement has five operational instruments that have been or are in the process of being
developed: (i) an AfCFTA e-tariff book, which is in the process of being developed, and will enable
easy access to tariff concessions schedules for users?6; (ii) a mechanism for traders to report online
specific trade obstacles encountered in moving goods and services across borders, which has been
fully operational since January 202027; (iii) a Pan-African Payments and Settlement System designed
to enable efficient, low-cost, and secure financial transactions across African borders, which should
be fully operational by end-202528; (iv) an AfCFTA Adjustment Fund to support State Parties and
their private-sector operators to adjust to a more open and integrated trading environment??; and

25 The establishment of the Dispute Settlement Mechanism is provided for in Article 20 of the
AfCFTA Agreement. The Agreement further indicates that the Mechanism will be administered by the
Dispute Settlement Body, established under Article 5 of the Protocol on Rules and Procedures on the
Settlement of Disputes.

26 AfCFTA, E-Tariff Book. Viewed at: https://etariff.au-afcfta.org.

27 For information on the reporting mechanism, see AfCFTA, Non-Tariff Barriers. Viewed at:
https://www.tradebarriers.africa.

28 pan-African Payment and Settlement System. Viewed at: https://papss.com.

2% As indicated by the authorities, the Adjustment Fund consists of a Base Fund, a General Fund, and a
Credit Fund, which will work together to support African countries and the private sector in their adjustment
process. The Base Fund will consist of contributions from State Parties, grants, and technical assistance funds
to address tariff revenue losses as tariffs are progressively eliminated. It will also support countries to
implement various provisions of the AfCFTA Agreement, its Protocols, and Annexes. The General Fund will
mobilize concessional funding, while the Credit Fund will mobilize commercial funding to support both the
public and private sectors, enabling them to adjust and take advantage of the opportunities created by
the AfCFTA.
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(v) an Automotive Fund, financed by Afreximbank, to support African investments in the automotive
value chain and to provide consumer financing (loans) and insurance products.3°

2.3.2.1.4 Tripartite Free Trade Area3!

2.26. Negotiations to create a Tripartite Free Trade Area (TFTA) between COMESA, the SADC, and
the East African Community are ongoing. While the Tripartite Free Trade Agreement was signed in
2015, it is not yet in force as it lacks the required number of ratifications and because the AfCTA
negotiations have advanced more quickly. This notwithstanding, Malawi ratified the TFTA in
April 2024.32 The Agreement's specific objectives include the progressive elimination of tariffs and
non-tariff barriers to trade in goods and the liberalization of trade in services through a phased
approach. Phase I is focused on the three pillars of market integration, industrial development, and
infrastructure development. Phase II involves negotiations of protocols on trade in services and
trade-related matters (including competition policy, cross-border investment, trade and
development, and intellectual property rights (IPRs)).

2.3.2.2 Preferential trade agreements

2.27. Malawi is eligible for the Generalized System of Preferences (GSP) schemes of Armenia,
Australia, Canada, Iceland, Japan, Kazakhstan, the Kyrgyz Republic, New Zealand, Norway, the
Russian Federation, Switzerland, Tlrkiye, the United Kingdom, and the United States. As an LDC,
Malawi is also eligible for duty-free treatment for LDCs from Chile, China, the European Union (the
GSP Everything But Arms scheme), India, the Republic of Korea, Montenegro, Morocco,
Chinese Taipei, Tajikistan, Thailand, and the United States (African Growth and Opportunity Act).33
Malawi does not collect data on use of preferences by its exporters.

2.28. In order to maximize opportunities to access the US market, the Government is implementing
its National AGOA Response Strategy, which was released in 2018. The Strategy identifies five
products with the biggest export potential to the US market, namely, macadamia nuts, handicrafts,
honey, mangoes, and tea.3*

2.4 Investment regime

2.29. The main laws governing investment in Malawi are (i) the Constitution, which protects
investments irrespective of ownership; (ii) the Investment and Export Promotion Act (No. 6 of
2024), which, inter alia, governs domestic and foreign investments in the country; and (iii) the
Special Economic Zones Act (Act No. 8) 2024. The Government is developing a National Investment
Policy; as of mid-2024, the policy was awaiting vetting and approval from the Office of the President
and Cabinet.

2.30. The Investment and Export Promotion Act of 2024 replaces three previous laws (the
Investment Promotion Act, the Export Promotion Council Act, and the Export Incentives Act) and
carries over various of their provisions.3> The Act aims to enhance the facilitation and promotion of
investment and exports, inter alia, by strengthening the Malawi Investment and Trade Centre's legal
status and mandate.

2.31. The Special Economic Zones Act was enacted in 2024 and, as of mid-2024, implementing
regulations were in the process of being developed. The overall purpose of the Act is to encourage

30 AfCFTA, The Automotive Fund. Viewed at: https://au-afcfta.org/operational-instruments/the-
automotive-fund. According to the authorities, this fund is operational.

31 This section largely replicates the text on the Tripartite Free Trade Area contained in the Trade Policy
Review of SACU, since there have been few changes. WTO document: WT/TPR/S/447/Rev.1, 16 January 2024.
Section 2.4.

32 COMESA (2024), "Malawi Ratifies the Tripartite Free Trade Agreement", 26 April. Viewed at:
https://www.comesa.int/malawi-ratifies-the-tripartite-free-trade-agreement/.

33 WTO Preferential Trade Arrangements Database. Viewed at:
http://ptadb.wto.org/Country.aspx?code=454.

34 Ministry of Industry, Trade and Tourism (2018), National AGOA Response Strategy for Malawi.
Viewed at: https://agoa.info/images/documents/15624/agoa-country-strategy-malawi.pdf.

35 Investment and Export Promotion Act. Viewed at: https://docs.dcafs-tipdep-donors-
mw.org/dt docs/Investment-and-xport-promotion-act-assented-feb-2024.pdf.
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industrialization, boost exports, and promote investment3¢, with stated specific objectives of an SEZ
being to (i) facilitate the creation of an industrial complex that has a strategic national economic
advantage for targeted investments and industries in manufacturing and services; (ii) develop
infrastructure and provide a location for targeted activities; (iii) attract investment (domestic and
foreign); (iv) enable the beneficiation of mineral and natural resources; (v) take advantage of
existing industrial and technological capacity, promote integration with local industry, and increase
value-added production; (vi) leverage urbanization to promote growth hubs; (vii) promote the
development of well-planned secondary cities; (viii) promote regional development; and (ix) create
employment opportunities.3” As stated in the Act, SEZs may include (i) an agriculture and food zone;
(ii) a business services park; (iii) a dry port; (iv) an export promotion zone; (v) an information
communication technology park; (vi) an industrial park; (vii) a science and technology park; (viii) a
secondary city; (ix) a tourist and recreational zone; and (x) an urban centre.38 Various fiscal and
non-fiscal incentives are offered (Section 3.3.1). The Malawi Investment and Trade Centre (MITC)
has been designated as the Special Economic Zones Authority, and SEZs are designated by the
Minister responsible for trade and industry. For customs purposes, SEZs are outside of the customs
territory of Malawi. The authorities indicate that some SEZs are currently under development. It is
envisaged that SEZs will coexist with EPZs (Section 3.2.4).

2.32. Malawi actively encourages foreign investment in priority sectors (see below). Under the
Companies Act (Cap. 46:03), companies must have at least three directors who are Malawi residents
(Article 310) and the Minister may enter into negotiations with companies and entities registered
under the Act to encourage the maximum participation of persons in Malawi in their capital structures
if it is seen as being in Malawi's economic interests.3° Under Section 35 of the Investment and Export
Promotion Act 2024, the Minister responsible for trade and industry has the authority to gazette
strategic areas for investment (and export) and sectors that require mandatory joint ventures;
information was not available as to whether any such sectors had been so gazetted.

2.33. FDI restrictions remain in place for the mining sector for small-scale prospecting and mining
operations and artisanal mining (Section 4.2) and for fishing (Section 4.1.3). As indicated in Malawi's
previous TPR, FDI restrictions are also in place for industries whose operations pose health,
environmental, and security concerns (including the manufacture of firearms, ammunition, chemical
and biological weapons, explosives, or involving hazardous waste and radioactive materials).
However, the nature of the restriction and its legislative basis were not confirmed. Local content
requirements apply in broadcasting (Section 4.3.2.2). De facto restrictions to domestic and foreign
investment persist in some of the areas in which state-owned enterprises operate (Section 3.3.5).

2.34. Under the Investment and Export Promotion Act, all foreign investors must have an
investment certificate if they are to invest in Malawi.*® Applications for investment certificates must
be accompanied by an application fee of USD 200 and are assessed by the MITC's Investment
Approval Committee. As indicated by the authorities, the following criteria are used to approve or
reject applications: (i) investments must be made in priority sectors (agriculture, tourism, mining,
infrastructure, energy, services, and manufacturing); (ii) the company must be incorporated as a
limited company; (iii) the investment should have a viable business plan (financial, social, and
economic viability); (iv) there must be a minimum investment pledge of USD 50,000; and (v) the
investment should address issues of promotion of economic development and inclusive growth, job
creation, import substitution, and technology transfer and also be export-oriented as referred to in
Section 24 of the Act. If approved, an issuance fee of USD 800 is payable. Over the period FY2015/16
to FY2022/23, 436 investment certificates were issued. Of these, 403 were for foreign companies
that together pledged total capital of over MWK 6.6 billion.

36 SEZ Act, Article 3. The SEZ Act was not available online.

37 SEZ Act, Part III.

38 SEZ Act, Article 10.

39 Companies Act (Cap 46:03). Viewed at: https://malawilii.org/akn/mw/act/1984/19/eng@2014-12-
31#part I sec 3.

40 As indicated by the authorities, local investors "may" obtain an investment certificate if they meet the
requirements stipulated in the Investment and Export Promotion Act. Local businesses that do not meet these
requirements are licensed by the MTI and must meet that Ministry's requirements.
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2.35. Land ownership in Malawi is governed by Land Act No. 16 of 2016 as amended in 2022. The
2016 Land Act replaced the previous Land Act of 1965.4! To facilitate investment, the 2016 Land
Act, under Articles 11 and 12, introduced new provisions enabling the Government (through the
Ministry of Lands) to allocate public land to the MITC for investment purposes (both foreign and
domestic). Subleases are given to investors. The 2022 amendment requires that if the land allocated
by the MITC is not developed within two years, it should be withdrawn.42

2.36. Recent changes to the Land Act have also introduced more restrictive provisions on land
ownership by non-citizens. Under the original 1965 Land Act (Articles 24B and 24C) and under the
2016 Law (Articles 37 and 38) there were some, albeit limited, opportunities for non-citizens to
purchase private land. However, these opportunities were removed by the 2022 amendment, which
stipulates that land may only be sold to Malawian citizens and that existing leases of land to
non-Malawian citizens may only be renewed upon their expiry if the land is developed and used as
a residential home or for commercial or charitable purposes.

2.37. Under the Customary Land Act (No. 19 of 2016, as amended in 2022) and its implementing
regulations*3, customary estates (which are also private land) may be owned only by Malawian
citizens or companies/partnerships the majority of whose members or shareholders are citizens of
Malawi.** Foreign investors may lease customary land for a duration that both parties agree to, and
this may be facilitated by the MITC.

2.38. As at the time of its previous Review, the MITC is responsible for investment promotion and
facilitation (both domestic and foreign), including guiding potential investors on the investment
process (including how to obtain the required licences and permits), processing and issuing
investment certificates, and facilitating the granting of tax incentives to companies that have an
investment certificate.

2.39. The MITC operates a one-stop service centre (OSSC), established in 2014, which brings
together the main business-related government service providers (the MITC; the Department of the
Registrar General; the Department of Immigration and Citizenship Services; the Ministry of Lands,
Housing and Urban Development; and the Malawi Revenue Authority).*> Government service
providers not based in the OSSC include utility companies (ESCOM and the water boards); city,
district, and town councils; the Malawi Energy Regulatory Authority; the Malawi Communications
Regulatory Authority; the Malawi Gaming Authority; the Reserve Bank of Malawi; the Financial
Intelligence Authority; and ministries that provide licences and permits (i.e. ministries/departments
responsible for mining, fisheries, agriculture, tourism, energy, and construction). The authorities
indicated that the MITC plans to bring many of these service providers within the OSSC when
resources are available. They note that with the operationalization of the OSSC, investors receive
tailor-made services and save between two and five days in terms of time/cost of travel. As
mentioned above, the MITC was given new responsibilities to allocate land to investors in 2016. As
of mid-2024, the MITC had derived and granted a sublease to a company providing a battery energy
storage system; it is processing subleases for eight further companies in the areas of solar energy
generation, cement manufacturing, agricultural production, and tourism. It has also facilitated land
title transfers for six companies in agriculture and agro-processing, solar energy, tourism, and real
estate.

2.40. According to the authorities, other reforms to improve the investment climate in Malawi have
included automating the business registration, immigration permit application, and tax payment
systems. Automation of the land information management system is underway. In addition, the

4l Land Act (No. 16 of 2016). Viewed at: https://malawilii.org/akn/mw/act/2016/16/eng@2017-12-31,
and as amended by the Land (Amendment) Act, 2022. Viewed at:
https://malawilii.org/akn/mw/act/2022/5/eng@2022-03-31. This Act repealed the Land Act of 1965
(Cap. 57:01). Viewed at: https://malawilii.org/akn/mw/act/1965/25/eng@2014-12-31. According to the
authorities, as of mid-2024, no subsidiary legislation had been issued under the Act.

42 Land (Amendment) Act, 2022, Article 6.

43 Customary Land Act (No. 19 of 2016). Viewed at: https://landwise-production.s3.us-west-
2.amazonaws.com/2022/03/Malawi_Customary-Land-Act 2016-2.pdf; and Customary Land Regulations
(2018). Viewed at: https://www.ecolex.org/details/legislation/customary-land-act-no-19-o0f-2016-lex-
faoc170882/. A weblink to the Customary Land (Amendment) Act of 2022 was not available.

44 Customary Land Act, Article 20.

45 The investor-related services provided by each of these entities are available online. MITC (n.d.), One
Stop Service Centre. Viewed at: https://mitc.mw/invest/images/downloads/Investors-Guide.pdf.
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Malawi Energy Regulatory Authority, the Malawi Communication Regulatory Authority, and the
Malawi Gaming Authority have automated their application systems for licences to trade. According
to the authorities, benefits have included cost savings, efficiencies, and greater transparency.

2.41. Malawi is a member of the Multilateral Investment Guarantee Agency (MIGA) and has ratified
the Convention on the Settlement of Investment Disputes between States and Nationals of other
States (ICSID). It ratified the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards in 202145, and became a member in June of that year. It passed the International
Arbitration Act (No. 7 of 2024) to domesticate the Convention and the UNCITRAL Model Law on
international arbitration and mediation. As of mid-2024, Malawi had not been involved in any
investor-state disputes. Malawi has two RTAs with investment provisions (the SADC Protocol on
Finance and Investment and the AfCFTA Protocol on Investment). It also has four bilateral
investment treaties in force (with Egypt, Italy, the Netherlands, and Chinese Taipei). BITs have been
signed but have not yet entered into force with Brazil, Malaysia, and Zimbabwe.4” Malawi has double
taxation agreements with Denmark, France, Norway, South Africa, Sweden, Switzerland, and the
United Kingdom. According to the authorities, these are out of date and being renegotiated.

46 UNCITRAL (2021), "Malawi Accedes to Convention on the Recognition and Enforcement of Foreign
Arbitral Awards", 8 March. Viewed at: https://uncitral.un.org/en/NYC Malawi.

47 UNCTAD, International Investment Agreements Navigator: Malawi. Viewed at:
https://investmentpolicy.unctad.org/international-investment-agreements/countries/126/malawi.
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3 TRADE POLICIES AND PRACTICES BY MEASURE

3.1 Measures directly affecting imports

3.1.1 Customs procedures, valuation, and requirements
3.1.1.1 Customs procedures

3.1. The Malawi Revenue Authority (MRA) continues to be responsible for customs procedures and
tax collection (including at the border). It also enforces import and export controls put in place by
other government agencies.

3.2. The main law governing customs matters in Malawi is the Customs and Excise Act, as
amended.! The Act is implemented by the Customs and Excise Regulations and the Customs and
Excise (Tariffs) (Amendment) (No. 3) Order 2022, both of which were periodically amended over
the review period to modify the schedules to the Act which, inter alia, include the tariff.2 The 2018
Control of Goods Act regulates imports and exports, including with respect to licensing requirements
(Section 3.1.5 and Section 3.2.3).

3.3. As indicated in Malawi's previous Review, anyone wishing to import goods into (or export goods
from) Malawi for commercial purposes must register with the MRA's Domestic Taxes Division to
obtain a taxpayer identification number; registration is free of charge. Importers and exporters
operating from a permanent physical structure (premises) must also be in possession of a business
licence.? Use of a customs clearing agent (cusytoms broker) is required for imports of goods valued
at MWK 500,000 and over unless companies are authorized to operate on their own behalf. In the
latter case, companies must apply to the Commissioner General of the MRA; they are vetted to
ensure they have a premise, trade in significant volumes, and are properly registered for taxes. They
are given a private declarant number and pay an annual fee of MWK 1.5 million. According to the
Global Alliance for Trade Facilitation, Malawi introduced national licensing standards for customs
clearing agents in 2023; companies that provide these services must meet certain standards, and
training and certification requirements have been introduced. This is expected to address concerns
about inconsistencies in technical expertise and unreliable levels of service. There is an emphasis on
training female customs clearing agents to address the prevailing gender gap.4

3.4. Customs documentation to be provided remains unchanged and includes a declaration
(Form 12); suppliers' invoices (or freight invoice if the supplier's invoice is f.0.b.); a declaration of
value (Form 19); a bill of lading or airway bill; and the shipper's invoice. Other documents that are
sometimes required are an import licence and/or permit, a certificate of origin, or an SPS certificate.

3.5. The Direct Trader Input system is the online portal used by clearing agents and authorized
companies to log in to the ASYCUDA system and submit customs documentation. Use of the system
is compulsory for both imports and exports. Having implemented upgrades, Malawi is now using
ASYCUDA World 4.3. The platform allows for pre-arrival processing of import-related documents,
enabling Customs to process declarations more quickly. At the time of Malawi's previous Review, the
finalization of customs formalities required the submission of hard copies; the authorities indicate
that this requirement has been removed. All customs declarations, except those falling under the
Common Market for Eastern and Southern Africa (COMESA) Simplified Trade Regime (Section 2),
must be submitted online. The MRA levies a processing fee of MWK 30,000 for each declaration (both
imports and exports).

! Customs and Excise Act (Cap. 42:01). Viewed at:
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31; and Customs and Excise (Amendment)
Act, 2018. Viewed at: https://malawilii.org/akn/mw/act/2018/26/eng@2018-08-24.

2 The Customs and Excise Regulations were notified in WTO document G/VAL/N/1/MWI/2, 5 May 2017.
Several of the amendments to these regulations are listed on the Malawi Legal Information Institute website
(https://malawilii.org).

3 Further details on how to obtain a business licence are outlined in Malawi's previous Review (WTO
document WT/TPR/S/335/Rev.1, 1 August 2016).

4 Global Alliance for Trade Facilitation (2023), "Modernizing Customs Clearing Agents in Malawi",

15 February. Viewed at: https://www.tradefacilitation.org/article/modernising-customs-clearing-agents-in-
malawi/.
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3.6. According to the authorities, the Tax Administration Act has been gazetted, which provides for
the establishment of a tax tribunal; once operational, the MRA will be able to issue advance rulings.

3.7. The Malawi National Single Window (MNSW) is in the final stages of being designed and will be
linked with ASYCUDA. According to the authorities, it will be rolled out in two phases. Under Phase I
in June 2024, a pilot site will be implemented, bringing together the Ministry of Trade and Industry
(MTI) and six additional government departments (the MRA, the Department of Animal Health and
Livestock Development, the Department of Agricultural Services, the Malawi Bureau of Standards
(MBS), the Malawi Confederation of Chambers of Commerce and Industry (MCCCI), and the
Department of Forestry). Under Phase 2, scheduled for December 2024, 14 additional government
departments will be integrated.> The MNSW will enable import (and export) licences and permits to
be applied for, paid for, and approved online.

3.8. Imports are assigned to different channels for risk management of customs clearance. Imports
by authorized economic operators (AEOs) are generally released immediately and may be subject
to post-clearance audit. All other imports are subject to either documentary inspection (yellow
channel) or physical inspection (red channel); once they have passed through one of these channels,
they are directed to the green channel for release. According to the authorities, the MRA tries to
review criteria for channel allocation on a biannual basis. Information was not available on the share
of imports passing through the different channels. In addition to the customs processing fee of
MWK 30,000, all import consignments of a value for duty purposes of MWK 500,000 or more are
subject to a fee of MWK 45,000 per declaration.

3.9. While Malawi has preshipment inspection requirements (PSI) set out in regulations®, the
authorities indicate that PSI is no longer required. It was not clear when and through what
instrument this requirement was removed. Malawi notified to the WTO in 2015 that it does not have
any PSI requirements.”

3.10. There have been no changes to the procedures to appeal customs decisions since Malawi's
previous Review. The first step is to raise the issue with the station manager and, apparently, each
customs station has a committee that looks into the matter. If the matter is unresolved, appeals can
then be made to the MRA's head office. Thereafter traders may take the case to Malawi's courts
(according to the authorities, this happens very rarely). No data were available on appeals at the
different levels.

3.1.1.2 Customs valuation

3.11. Rules on customs valuation are set out in the Customs and Excise Act, Part XIII and
Schedule A (for imports) (and Schedule B (for exports)), and the Customs and Excise Regulations.
In 2017, Malawi notified to the WTO updated customs valuation legislation, together with responses
to the checklist of issues regarding that legislation.® Clarification has been sought within the WTO
Committee on Customs Valuation regarding whether Malawi is still using the Brussels Definition of
Value and, if so, when Malawi intends to fully implement the WTO Customs Valuation Agreement.®

3.12. As indicated in Malawi's previous Review, the dutiable value of all imports is the sum of the
purchase cost and all expenses for insurance (if taken'®) and freight up to the point of entry into
Malawi. In the absence of satisfactory evidence of freight and insurance costs, the MRA uses that of
similar consignments as a reference.!! Exchange rates for customs purposes are published on the
Reserve Bank of Malawi's website (https://www.rbm.mw/Statistics/MajorRates).

5 Southern Africa Trade and Connectivity Project.

6 Customs and Excise (Preshipment of Imported Goods) Regulations; and WTO document
G/VAL/N/1/MWI/2, 5 May 2017.

7 WTO document G/PSI/N/1/Rev.6, 1 November 2023.

8 WTO documents G/VAL/N/2/MW1/1, 3 July 2017 and G/VAL/N/1/MWI/2, 5 May 2017.

9 Communication from the United States, WTO document G/VAL/W/303, 19 October 2017. This issue
has been raised at several meetings of the Customs Valuation Committee, most recently in December 2023
(WTO document G/VAL/M/76, 20 December 2023).

10 As indicated in Malawi's previous Review, insurance up to the point of entry into Malawi is not
compulsory, and these costs are only included in the value for duty purposes if insurance has been taken.

1 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.
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3.1.1.3 Trade facilitation

3.13. InJuly 2017, Malawi ratified the Trade Facilitation Agreement. It has established its National
Trade Facilitation Committee and made several notifications to the WTO (Section 2.3.1). According
to notification data, as of mid-July 2024 it had implemented 63% of its Category A commitments,
10.1% of its Category B commitments, and 3.36% of its Category C commitments. It is scheduled
to complete full implementation of commitments under Categories A, B, and C by
31 December 2028.12 A Malawi Trade Portal (https://malawitradeportal.com/) was established in
2016 and provides information to traders.

3.14. In August 2023, the One-Stop Border Post Control Act entered into force.!3 This provides the
legal framework for Customs to implement one-stop border-post (OSBP)-related agreements with
neighbouring countries.!* OSBP agreements have been signed with Zambia and Mozambique, and
an agreement with Tanzania is under negotiation. As of mid-2024, only the OSBP with Zambia (at
the Mchinji/Mwami border crossing) was operational. A "coordinated border management" model is
being followed whereby clearance is done on one side of the border and not the other. Laws,
regulations, and procedures are harmonized, and there are officers from each country in the other's
terminals. According to the authorities, this has eased congestion at the border and helped
encourage more traders to use official border crossings. An OSBP with Tanzania is being developed
at the Songwe/Kasumulu border; Tanzania has completed the infrastructural works on their side and
those of Malawi are ongoing. Progress is being made to build four OSBPs with Mozambique at the
following border  crossings: Dedza/Callomoue, Mwanza/Zobwe, Mloza/Milanje, and
Chiponde/Mandimba. This work is being undertaken as part of the Southern Africa Trade and
Connectivity Project, partly financed by the World Bank.!>

3.15. Malawi has had an AEO programme in place since 2014. It covers importers, exporters,
customs agents, warehouse keepers, freight forwarders, and transporters.1® As of mid-2024, there
were nine AEOs operating in the county. Data were not available on the AEOs' share of imports and
exports. According to the MRA, trade facilitation rights for AEOs are:

(1) Pre-Arrival Processing and Clearance; (2) Green Lane Selectivity with a
random systems-generated red lane selectivity (3%-8%); (3) Limited
Requirement for Scanning (<20%); (4) Choice of where physical
examinations take place (Traders Premises or the Border; (5) Expedited
Processing and Clearance Arrangements ..; (6) An agreed and
individualized Post Release Payment Regime; (7) A 2 yearly Audit with
reduced penalties applied in the event of minimal discrepancies; (8) No
more than one random site visit per year for supply chain monitoring
purposes; (9) A dedicated AEO Client Service Officer to monitor AEO
declarations and investigate and clear blocks and inform the AEO
representative in the event of a random red lane selection;
(10) Opportunity for Mutual Recognition benefits whether other nations
have AEO programs.t”

3.1.2 Rules of origin

3.16. As at the time of its previous Review, Malawi has rules of origin for non-preferential (MFN)
purposes, although its notification to the WTO asserts otherwise.® Under the Customs and Excise

12 WTO TFA Database, Malawi. Viewed at: https://www.tfadatabase.org/en/members/malawi.

13 One-Stop Border Post Control Act No. 32 of 2022, Government Notice No. 46. Viewed at:
https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2023-08-25/25a/eng@2023-08-
25.

4 The Nation (2022), "Parliament Passes One-Stop Border Post Bill", 11 August. Viewed at:
https://mwnation.com/parliament-passes-one-stop-border-post-bill/.

1> TradeMark Africa (2023), "Mozambique and Malawi to Have Four One-Stop Border Posts to Boost
Trade", 13 April. Viewed at: https://www.trademarkafrica.com/news/mozambique-and-malawi-to-have-four-
one-stop-border-posts-to-boost-trade/.

6 MRA (n.d.), Understanding Authorized Economic Operator (AEO). Viewed at:
https://www.mra.mw/assets/upload/downloads/AEQ Bi-Fold Brochure 2020.pdf.

7 MRA (n.d.), Understanding Authorized Economic Operator (AEO).

8 WTO document G/RO/N/129, 4 June 2015.
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Act (Article 117), products are considered to originate from the country where they were grown or
produced or have undergone the last process of manufacture.

3.17. Malawi applies preferential rules of origin under the COMESA and Southern African
Development Community (SADC) regional agreements as well as under bilateral agreements
(Section 2); a summary of some of these requirements is contained in Malawi's previous Review.!®

3.18. AfCFTA rules of origin are set out in Annex 2 of the Protocol on Trade. The main criteria for
determining origin are that goods need to be wholly obtained/produced or sufficiently transformed
in the state party of export. As set out in Article 6 of the Annex, sufficient transformation is achieved
when one of the following criteria is fulfilled: (i) value added; (ii) non-originating material content;
(iii) change in tariff heading; or (iv) specific processes. Appendix IV to Annex 2 details the working
and processing to be conducted on non-originating materials to confer originating status. Insufficient
processing operations are listed in Article 7. Regional/diagonal cumulation applies to inputs (raw
materials and semi-finished goods), and full cumulation applies to manufacturing operations
(Article 8).29 The MRA issues certificates of origin for exports destined for SADC partners and MCCCI
issues certificates of origin for exports destined for COMESA parties and all other destinations.

3.1.3 Tariffs

3.19. The Minister of Finance and Economic Planning sets customs duties through orders, which are
published in the Government Gazette. These orders must be approved by the National Assembly.2!
As of FY2023/24, customs duties being applied were set out in the Customs and Excise (Tariffs)
(No. 3) Order 2022 as amended in 202222, 202323, and 2024.24 The customs tariff is reviewed every
financial year (April to March) as part of the budget process.?> As indicated by the authorities at the
time of its previous Review, Malawi's tariff structure is being modelled progressively along the tariff
category of capital and raw materials (0%), semi-finished goods (10%), and finished goods (25%).26

3.20. In FY2022/23, customs duties and other taxes on imports collected at the border (VAT, excise
duties, and other duties) contributed nearly 30% to total tax revenue (Chart 3.1). More detailed
information on tax revenue developments over the review period is set out in Section 3.3.1.

19 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

20 World Customs Organization (2023), Practical Guide for the Implementation of the AfCFTA Rules of
Origin. Viewed at: https://www.wcoomd.org/-/media/wco/public/global/pdf/topics/origin/instruments-and-
tools/afcfta/wco practical-guide-for-the-implementation-of-afcfta-roo _en.pdf?la=fr#:~:text=
The%?20core%20AfCFTA%?20requirements%?20for,having%20undergone%?20substantial%?2Fsufficient%?20trans
formation; African Union (2022), AfCFTA Rules of Origin Manual. Viewed at: https://au.int/sites/default/files/
treaties/36437-ax-AfCFTA RULES OF ORIGIN MANUAL.pdf; Compiled Annexes to the Agreement on the
Establishment of the African Continental Free Trade Area, Annex 2: Rules of Origin. Viewed at: https://au.int/
sites/default/files/treaties/36437-ax-Compiled-Annexes AfCFTA Agreement English.pdf; and African
Continental Free Trade Area: Appendix IV to Annex 2 on Rules of Origin. Viewed at: https://rwandatrade.rw/
media/Rules%200f%200rigin%20Appendix.pdf.

21 Customs and Excise Act, Part XII, Articles 82-84.

22 Customs and Excise (Tariffs) (Amendment) Order 2022 (Government Notice No. 6). Viewed at:
https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2022-02-18/4A/eng@2022-02-
18; and Customs and Excise (Tariffs) (Amendment) (No. 2) Order 2022 (Government Notice No. 10).

Viewed at: https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2022-04-
14/7A/eng@2022-04-14.

23 Customs and Excise (Tariffs) (Amendment) Order 2023 (Government Notices No. 8 and No. 9).
Viewed at: https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2023-03-
01/5A/eng@2023-03-01; Customs and Excise (Tariffs) (Amendment No. 5) Order 2023 (Government Notice
No. 48). Viewed at: https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2023-09-
01/27a/eng@2023-09-01; and Customs and Excise (Tariffs) (Amendment No. 6) Order 2023 (Government
Notice No. 56). Viewed at: https://archive.gazettes.africa/archive/mw/2023/mw-government-gazette-

supplement-dated-2023-10-27-no-34a.pdf.
24 Customs and Excise (Tariffs) (Amendment) Order, 2024 (Government Notice No. 7). Viewed at:

https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2024-02-23/4a/eng@2024-02-

25 Malawi changed its financial year from July-June to April-March from FY2022/23.
26 WTO document WT/TPR/M/335/Add.1, 14 June 2016.
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Chart 3.1 Tax revenue by category, FY2022/23

(% of total gross tax revenue)
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(PAYE, Provisional Tax,
Withholding Tax)
42.8%

Other taxes
1.0%

Total tax revenue: MWK 1,540 billion

Source: WTO Secretariat estimates, based on Malawi Revenue Authority, Annual Report 2022-23.
3.1.3.1 Applied MFN tariffs

3.21. Malawi grants most-favoured nation (MFN) status to all WTO Members. Malawi's simple
average applied MFN tariff rate in FY2023/24 was 12.7%. The average MFN tariff rate would be
higher if the import surcharge, introduced in 2019 on imports only, would be included in the
calculations (Section 3.1.4.4). Duties range from zero to 25%. A full comparison with the MFN tariff
applied at the time of Malawi's previous Review was not possible due to changes in HS nomenclature;
the number of tariff lines increased from 5,675 to 7,373, and out of the 7,373 tariff lines, some 295
tariff lines (19 in agriculture and 276 in non-agriculture (WTO definition)) could not be checked. For
the lines that could be checked (i) there were no changes to duties applied to 6,981 tariff lines;
(ii) for 57 tariff lines, rates were higher in FY2023/24 than in FY2015/16; and (iii) for 40 tariff lines,
rates were lower in FY2023/24 than in FY2015/16.27 Just under a third of all tariff lines are duty-
free, and just over a third of tariff lines attract rates of over 15%. As at the time of Malawi's previous
Review, no tariff quotas are applied, and all tariff lines are ad valorem (Table 3.1).

Table 3.1 Structure of MFN tariff in Malawi, FY2015/16 and FY2023/24

%, unless otherwise indicated

Applied MFN
FY2015/16 FY2023/24
Simple average rate 12.7 12.7
WTO agricultural products 18.8 17.7
WTO non-agricultural products 11.6 11.9
HS 01-24 19.2 18.1
HS 25-97 11.3 11.7
Duty-free tariff lines (% of all tariff lines) 31.7 31.0
Tariff quotas (% of all tariff lines) 0.0 0.0
Non-ad valorem tariffs (% of all tariff lines) 0.0 0.0
Domestic tariff "peaks" (% of all tariff lines)® 0.1 0.0
International tariff "peaks" (% of all tariff lines)® 37.9 38.6
Coefficient of variation 1.0 0.8
Nuisance applied rates (% of all tariff lines)© 0.0 0.0
Total tariff lines 5,675 7,373
a Domestic tariff peaks are defined as those exceeding three times the overall simple average applied
rate.

b International tariff peaks are defined as those exceeding 15%.
C Nuisance rates are those greater than zero, but less than or equal to 2%.

Note: The FY2015/16 tariff is based on HS12 nomenclature, and the FY2023/24 tariff on H522.
Calculations are based on national tariff-line level (8-digit).

Source: WTO Secretariat calculations, based on the tariff information provided by the authorities.

27 The figures were estimated by the Secretariat using WCO correlation tables for analysis purposes.
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3.22. As before, Malawi maintains, on average, higher tariffs on agricultural products than on non-
agricultural products (WTO definition). The simple average applied tariff on agricultural products was
17.7% in 2023, with the highest average tariffs applying to coffee, tea, cocoa, and spices; fruits and
vegetables; and beverages and tobacco. The simple average applied tariff on non-agricultural
products (WTO definition) was 11.9%, with the highest average tariffs applying to clothing; rubber,
leather, and footwear; and textiles (Table 3.2).

Table 3.2 Malawi's applied MFN tariff summary, 2023

Share of
Simple Tariff duty- .
Number Tariff peaks
" average range free b
of lines (%) (%) lines (>15%)(%)
Overall 7,373 12.7 0-25 0.8 |31.0 38.6
By WTO category
WTO agricultural products 988 17.7 0-25 0.5 10.9 59.0
A. Live animals and meat 113 15.9 0-25 0.5 4.4 42.5
B. Dairy products 30 19.5 10-25 0.4 0.0 63.3
C. Fruits and vegetables 210 24.1 10-25 0.2 0.0 93.8
D. Coffee, tea, cocoa, and spices 67 24.3 10-25 0.1 0.0 95.5
E. Cereals and food preparations 108 16.4 0-25 0.6 19.4 56.5
F. Oilseeds, fats, and oils 87 16.9 10-25 0.4 0.0 46.0
G. Sugars and sugar confectionery 33 17.7 10-25 0.4 0.0 51.5
H. Beverages and tobacco 128 23.2 0-25 0.2 1.6 89.1
I. Cotton, silk, and wool 30 6.0 0-10 0.8 40.0 0.0
J. Other agricultural products 182 8.1 0-25 1.0 37.4 12.6
WTO non-agricultural products 6,385 11.9 0-25 0.9 34.0 35.5
K. Fish and fish products 263 15.8 0-25 0.5 0.4 38.8
L. Minerals and metals 1,230 12.8 0-25 0.6 10.6 25.9
M. Petroleum 15 7.3 0-20 1.0 40.0 20.0
N. Chemicals 1,165 5.0 0-25 1.8 72.6 15.4
0. Wood, paper, furniture 436 16.1 0-25 0.5 5.3 44.3
P. Textiles 686 19.0 0-25 0.5 12.1 67.6
Q. Clothing 255 24.9 10-25 0.0 0.0 99.6
R. Rubber, leather, and footwear 230 19.4 0-25 0.5 10.0 69.6
S. Mechanical, office, and computing machinery 681 2.1 0-25 2.6 83.8 3.8
T. Electrical machinery and electronic equipment 531 10.5 0-25 1.0 38.6 29.9
U. Transport equipment 370 11.2 0-25 0.9 37.3 28.9
V. Other manufactures 523 15.7 0-25 0.7 28.3 57.4
By HS section
01 Live animals and products 385 15.0 0-25 0.5 2.3 34.8
02 Vegetable products 377 18.0 0-25 0.5 13.5 62.9
03 Fats and oils 67 19.0 10-25 0.4 0.0 59.7
04 Prepared food, beverages, and tobacco 337 21.7 0-25 0.3 5.9 82.2
05 Mineral products 167 7.2 0-20 0.7 25.7 2.4
06 Chemicals and products thereof 1,015 4.1 0-25 2.1 78.2 12.9
07 Plastics, rubber, and articles thereof 315 11.8 0-25 0.8 29.2 31.4
08 Raw hides and skins, leather, and its products 77 21.8 5-25 0.3 0.0 79.2
09 Wood and articles of wood 179 16.9 0-25 0.5 1.1 46.9
10 Pulp of wood, paper, and paperboard 197 13.1 0-25 0.6 10.2 27.9
11 Textiles and textile articles 943 20.1 0-25 0.4 10.1 74.2
12 Footwear, headgear, etc. 82 24.6 10-25 0.1 0.0 97.6
13 Articles of stone, plaster, cement 197 15.7 0-25 0.5 6.6 42.6
14 Precious stones and metals, pearls 73 16.9 0-25 0.5 2.7 47.9
15 Base metals and articles thereof 837 12.9 0-25 0.6 9.6 25.6
16 Machinery, electrical equipment, etc. 1,199 5.6 0-25 1.6 64.7 14.5
17 Transport equipment 373 11.3 0-25 0.9 37.0 29.0
18 Precision equipment 298 11.1 0-25 1.0 46.3 39.6
19 Arms and ammunition 26 22.1 10-25 0.3 0.0 80.8
20 Miscellaneous manufactured articles 210 23.3 0-25 0.2 4.3 91.4
21 Works of art, etc. 19 10.0 10.0 0.0 0.0 0.0
a Coefficient of variation.
b The figures refer to tariff peaks as a share of tariff lines per product group.
Note: Calculations are based on national tariff-line level (8-digit).

Source: WTO Secretariat calculations, based on the tariff information provided by the authorities and WTO
CTS database.

3.23. The tariff comprises seven rates: zero, 5%, 7.5%, 10%, 15%, 20%, and 25% (Chart 3.2). At
the time of Malawi's previous Review, six tariff lines related to tobacco products attracted rates of
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200%; these tariff rates have been reduced to 25%, and there has been an increase in the excise
tax rate for these products (Section 3.1.4.3).

Chart 3.2 Distribution of MFN applied tariff rates, FY2015/16 and FY2023/24

37.79%38-5%
MFN 2015/16 ®MFN 2023/24

31.7%31.0%
29.1%
28.8%

1.0% 0.9%  0.04%0.03% 0.4% 0.7%  0.1% 0.1% 0.1% 7757
Duty-free 5% 7.5% 10% 15% 20% 25% 200%
n.a. Not applicable.
Note: Figures above the bars indicate the share of total tariff lines. FY2015/16 and FY2023/24 applied

tariff schedules are based on HS12 and HS22 nomenclature, respectively.
Source: WTO Secretariat calculations, based on the tariff information provided by the authorities.
3.24. Malawi has a binding coverage of 35%.28 It has 12 lines where the applied MFN tariff in
FY2023/24 exceeds the bound rate. All of these broken bindings relate to certain ambulances,
hearses, and prison vans (Table 3.3).
Table 3.3 Tariff lines where applied tariff rates exceed bound tariff rates, FY2023/24
Applied MFN tariff Bound tariff

No. Tariff code Product description

Motor cars and other motor vehicles principally designed
for the transport of persons

Other vehicles, with both spark-ignition internal
combustion piston engine and electric motor as motors for
propulsion, other than those capable of being charged by
plugging to external source of electric power

Vehicles manufactured within a period not exceeding

8 years

Vehicles manufactured in a period exceeding 8 years but
not exceeding 12 years

Vehicles with more than 12 years from the year of
manufacture

Other vehicles, with both compression-ignition internal
combustion piston engine (diesel or semi-diesel) and
electric motor as motors for propulsion, other than those
capable of being charged by plugging to external source
of electric power

Vehicles manufactured within a period not exceeding

8 years

Vehicles manufactured in a period exceeding 8 years but
not exceeding 12 years

Vehicles with more than 12 years from the year of
manufacture

Other vehicles, with both spark-ignition internal
combustion piston engine and electric motor as motors for
propulsion, capable of being charged by plugging to
external source of electric power

Vehicles manufactured within a period not exceeding

8 years

Vehicles manufactured in a period exceeding 8 years but
not exceeding 12 years

8703

1 |87034010 25.0 20/Unbound®

2 |87034020 25.0 20/Unbound?

3 |87034090 25.0 20/Unbound®

4 87035010 25.0 20/Unbound?

5 |87035020 25.0 20/Unbound?

6 |87035090 25.0 20/Unbound?

7 87036010 25.0 20/Unbound?

8 87036020 25.0 20/Unbound?

28 Calculations for final bound rates are taken from the CTS database and are based on HS17
nomenclature.
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Applied MFN tariff Bound tariff
%) in FY2023/24

25.0 20/Unbound?

Tariff code Product description

Vehicles with more than 12 years from the year of
manufacture

Other vehicles, with both compression-ignition internal
combustion piston engine (diesel or semi-diesel) and
electric motor as motors for propulsion, capable of being
charged by plugging to external source of electric power
Vehicles manufactured within a period not exceeding

8 years

Vehicles manufactured in a period exceeding 8 years but
not exceeding 12 years

Vehicles with more than 12 years from the year of
manufacture

9 |87036090

10 |87037010 25.0 20/Unbound?

11 | 87037020 25.0 20/Unbound?

12 87037090 25.0 20/Unbound?

a A tariff is bound at 20% on ambulances, hearses, and prison vans. The applied tariff on this product
is higher than the corresponding bound level.

Source: WTO Secretariat calculations, based on data provided by the authorities, WTO CTS database, and
WCO correlation tables.

3.1.3.2 Tariff exemptions and concessions

3.25. Tariff exemptions are contained in various laws, namely the Customs and Excise Act and its
implementing regulations??®, the Export Processing Zones Act, and the Special Economic Zones Act.30

3.26. The Customs and Excise Act (Article 97) provides for duty drawback on goods, or materials
used in the manufacture of goods, when exported. It also provides for remission of duties on goods
in transit, temporarily imported, or exported from a bonded warehouse (Article 98).31

3.27. Customs duty exemptions granted under Malawi's various incentive schemes and provided to
specific industries are discussed in Section 3.3.1.

3.1.3.3 Tariff preferences

3.28. Malawi grants preferences under its various RTAs (Section 2.3.2). Malawi grants duty-free
access to the 13 other COMESA members that are implementing the COMESA free trade area. Less
liberal preferential rates apply to imports from other COMESA members where the simple average
tariff is 3.5%. Tariff preferences granted to SADC members distinguish between South Africa (simple
average tariff of 0.6%) and the other RTA parties, given South Africa's higher level of development.
For the other SADC members, tariffs are applied only on certain minerals and metals, petroleum
products, and transport equipment. For both the SADC and COMESA RTAs, the transition period for
tariff liberalization has been completed (Table 3.4).

3.29. Under the AfCFTA, the simple average applied tariff was 8.7% in FY2023/24 (compared with
a simple average MFN rate of 12.7%). The simple average tariff on agricultural products
(WTO definition) was 13.8% (simple average MFN rate of 17.7%) and on non-agricultural products,
7.9% (simple average MFN rate of 11.9%) (Table 3.4). The transition period for tariff liberalization
under AfCFTA is ongoing.

29 Customs and Excise Act. Viewed at: https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-
31/source.pdf.
30 Export Processing Zones Act. Viewed at: https://malawilii.org/akn/mw/act/1995/11/eng@2014-12-

31.

31 Customs and Excise Act.


https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf
https://malawilii.org/akn/mw/act/1995/11/eng@2014-12-31
https://malawilii.org/akn/mw/act/1995/11/eng@2014-12-31
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Table 3.4 Summary analysis of applied MFN and preferential tariffs, FY2023/24

SADC-
South Africa
Simple Range
avg. tariff tariff

MFN AfCFTA Non-FTA COMESA

Simple Range Simple
avg. tariff tariff avg. tariff

Simple
avg. tariff

Simple

Range Range avg. tariff Range

tariff (%) tariff (%) tariff (%)

All products 12.7 0-25 8.7 0-25 3.5 0-20 0.01 0-20 0.6 0-25
WTO 17.7 0-25 13.8 0-25 4.6 0-18 0.0 0.0 2.0 0-25
agriculture
A. Live 15.9 0-25 13.5 0-25 2.7 0-12 0.0 0.0 0.5 0-15
animals and
meat

B. Dairy 19.5 10-25 17.4 5-25 4.3 0-12 0.0 0.0 2.0 0-15
products
C. Fruits and 24.1 10-25 19.6 5-25 5.8 0-12 0.0 0.0 0.9 0-25
vegetables
D. Coffee, 24.3 10-25 16.8 0-25 5.4 0-12 0.0 0.0 1.3 0-25
tea, cocoa,
and spices
E. Cereals 16.4 0-25 12.7 0-25 5.0 0-18 0.0 0.0 4.0 0-25
and food
preparations
F. Oilseeds, 16.9 10-25 12.8 5-25 3.2 0-12 0.0 0.0 3.8 0-25
fats, and oils
G. Sugars 17.7 10-25 15.6 | 7.5-25 5.2 1-6 0.0 0.0 2.7 0-15
and sugar
confectionery
H. Beverages 23.2 0-25 18.0 0-25 7.7 0-14 0.0 0.0 4.5 0-25
and tobacco
I. Cotton, 6.0 0-10 3.0 0-5 1.5 0-3 0.0 0.0 1.0 0-10
silk, and wool
J. Other 8.1 0-25 5.3 0-25 2.6 0-12 0.0 0.0 0.5 0-25
agricultural
products
WTO non- 11.9 0-25 7.9 0-25 3.3 0-20 0.0 0-20 0.4 0-25
agricultural
products

K. Fish and 15.8 0-25 9.9 0-15 2.9 0-12 0.0 0.0 0.0 0.0
fish products
L. Minerals 12.8 0-25 8.5 0-25 2.8 0-13 0.0 0-15 0.5 0-25
and metals
M. Petroleum 7.3

N. Chemicals 5.0 0-25
0. Wood, 16.1

paper,
furniture
P. Textiles 19.0 0-25 12.1 0-25 5.1

Q. Clothing 24.9 10-25 15.9 10-25 6.5 0-12
R. Rubber, 19.4 0-25 14.6 0-25 4.2

leather, and
footwear

S. 2.1 0-25 1.6 0-25 0.8 0-13 0.0 0.0 0.0 0-10
Mechanical,
office, and
computing
machinery
T. Electrical 10.5 0-25 7.2 0-25 5.0 0-13 0.0 0.0 0.1 0-15
machinery
and
electronic
equipment
U. Transport 11.2 0-25 7.4 0-25 1.9 0-13 0.0 0-10 0.2 0-25
equipment
V. Other 15.7 0-25 9.6 0-25 6.2 0-13 0.0 0.0 0.3 0-15
manufactures
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Source: WTO Secretariat calculations, based on data provided by the authorities.
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3.1.4 Other charges affecting imports

3.30. Malawi bound "other duties and charges" (ODCs) on the tariff lines covered in its schedule of
commitments at either zero or 20% except for one tariff line (28521000 relating to inorganic
chemicals), which is bound at 18.4%. ODCs are bound at zero on around 95% of agriculture tariff
lines whereas most non-agriculture lines (WTO definition) carry a ceiling rate of 20%.

3.31. In addition to customs duties, imports are subject to an advance income tax and surcharge
(introduced in 2019). Value added tax (VAT) and excise duties apply to both imported and
domestically produced goods and are collected at the border. A carbon tax was introduced in 2019
that applies to domestic purchases of diesel and petrol, all of which are imported, as well as on
temporary importation of foreign vehicles (Section 4.2.2). As at the time of Malawi's previous
Review, levies funding the MBS (quality development cess and Imports Quality Monitoring Scheme
(IQMS) fees) apply on a range of imports and are collected by the MRA (Section 3.3.2). The Cannabis
Regulatory Authority levies a charge of 0.5% of the value of cannabis products imported and
exported.3?

3.1.4.1 Advance income tax

3.32. An advance income tax of 10% (up from 3% in 2023) of the c.i.f. value applies to all
merchandise imports.33 The purpose of the tax is to increase tax compliance, as taxpayers may
deduct the advance income tax from their annual income tax returns. Importers in possession of a
tax clearance certificate are exempt from the tax as are persons or entities that are beneficiaries of
tax incentives under Customs Procedure Codes (CPCs) (Section 3.3.1). To obtain a tax clearance
certificate, importers must be tax-registered, have a good record of filing tax returns, and not have
any pending tax liabilities.

3.1.4.2 Value added tax

3.33. VAT continues to be levied at a general rate of 16.5% on the supply of goods and services,
including on their importation. The tax base for VAT on imports is the c.i.f. value plus customs and
excise duties. For domestically manufactured goods, the tax base is the ex-factory price. There are
no lower rates; however, several supplies are VAT-exempt (1,153 tariff lines) or zero-rated
(183 tariff lines) (Table 3.5). The governing law is the Value Added Tax Act, 2014 (VAT Act) (as
amended in 2018, 2020, and 2022).34

3.34. VAT exemptions and zero-rated items are set out in Schedules 1 and 2 of the VAT Act, as
amended; they are referenced in the Customs and Excise Tariff Order.

Table 3.5 VAT-exempt and zero-rated supplies, 2024

VAT rates

HS Section 16.5% Exempt Zero Total

Total 6,037 1,153 182 7,373
01 Live animals and products 54 331 385
02 Vegetable products 112 265 377
03 Fats and oils 56 11 67
04 Prepared food, beverages, and tobacco 292 43 2 337
05 Mineral products 151 7 9 167
06 Chemicals and products thereof 922 93 1,015
07 Plastics, rubber, and articles thereof 313 1 1 315
08 Raw hides and skins, leather, and its products 77 77
09 Wood and articles of wood 178 1 179
10 Pulp of wood, paper, and paperboard 185 12 197
11 Textiles and textile articles 938 4 943

32 The legislative basis for this fee is the Cannabis Regulation of 2020, Section 49(1)(c). Viewed at:
https://malawilii.org/akn/mw/act/2020/6/eng@2020-05-08/source.pdf.

33 MRA, Advance Income Tax (AIT). Viewed at: https://www.mra.mw/business/advance-income-tax-
ait#:~:text=Advance%20Income%20Tax%20(AIT)%?200r,net%20and%?20enhance%?20tax%20compliance

34 Value Added Tax Act, 2014. Viewed at: https://malawilii.org/akn/mw/act/2005/7/eng@2014-12-31;
Value Added Tax (Amendment) Act, 2018. Viewed at: https://malawilii.org/akn/mw/act/2018/27/eng@2018-
08-24; Value Added Tax (Amendment) Act, 2020. Viewed at: https://malawilii.org/akn/mw/act/
2020/15/eng@2020-11-03; and Value Added Tax (Amendment) Act, 2022. Viewed at: https://malawilii.org/
akn/mw/act/2022/7/eng@2022-03-31.



https://malawilii.org/akn/mw/act/2020/6/eng@2020-05-08/source.pdf
https://www.mra.mw/business/advance-income-tax-ait#:~:text=Advance%20Income%20Tax%20(AIT)%20or,net%20and%20enhance%20tax%20compliance
https://www.mra.mw/business/advance-income-tax-ait#:~:text=Advance%20Income%20Tax%20(AIT)%20or,net%20and%20enhance%20tax%20compliance
https://malawilii.org/akn/mw/act/2005/7/eng@2014-12-31
https://malawilii.org/akn/mw/act/2018/27/eng@2018-08-24
https://malawilii.org/akn/mw/act/2018/27/eng@2018-08-24
https://malawilii.org/akn/mw/act/2020/15/eng@2020-11-03
https://malawilii.org/akn/mw/act/2020/15/eng@2020-11-03
https://malawilii.org/akn/mw/act/2022/7/eng@2022-03-31
https://malawilii.org/akn/mw/act/2022/7/eng@2022-03-31
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HS Section

12 Footwear, headgear, etc.

13 Articles of stone, plaster, cement

14 Precious stones and metals, pearls
15 Base metals and articles thereof

16 Machinery, electrical equipment, etc.
17 Transport equipment

18 Precision equipment

19 Arms and ammunition

20 Miscellaneous manufactured articles
21 Works of art, etc.

16.5% |
80
191
71
834
818
270
242
26
208
19

Exempt

2

6

2
1 2
346 35
84 19
52 4
1 1

Zero

Total |
82
197
73
837
1,199
373
298
26
210
19

Source:

Calculations prepared by the WTO Secretariat based on data contained in the Customs and Excise

(Tariffs) (No. 3) Order, 2022.

3.1.4.3 Excise duties

3.35. The legislative basis for excise duties is the Customs and Excise Act (Cap. 42:01), as
amended.3> Products to which excise duties are currently applied and the respective rates are
contained in the Customs and Excise (Tariffs) (No. 3) Order, 2022, as amended.

3.36. Excise duties are currently applied to 563 tariff lines at the 8-digit tariff-line level across
25 HS sections. Rates range up to 250%, with the highest rates applying to beverages, spirits, and
vinegar; tobacco; vehicles; and electronic machinery (Table 3.6). Excise taxes are also levied at a
rate of 10% on airtime (talk time, SMS, data, and data connectivity), gaming, and betting. Excise

tax exemptions are contained in Section 3.3.1.

Table 3.6 Excise duties, 2024

15

22

24

27

33

36

39
40

43

48
52
63
65

66

71

73

Product description

Total

Animal, vegetable or microbial fats and oils
and their cleavage products; prepared edible
fats; animal or vegetable waxes
Beverages, spirits, and vinegar

Tobacco and manufactured tobacco
substitutes; products, whether or not
containing nicotine, intended for inhalation
without combustion; other nicotine
containing products intended for the intake
of nicotine into the human body

Mineral fuels, mineral oils, and products of
their distillation; bituminous substances;
mineral waxes

Essential oils and resinoids; perfumery,
cosmetic or toilet preparations

Explosives; pyrotechnic products; matches;
pyrophoric alloys; certain combustible
preparations

Plastics and articles thereof

Rubber and articles thereof

Fur skins and artificial fur; manufactures
thereof

Paper and paperboard; articles of paper
pulp, of paper or of paperboard

Cotton

Other made-up textile articles; sets; worn
clothing and worn textile articles; rags
Headgear and parts thereof

Umbrellas, sun umbrellas, walking-sticks,
seat-sticks, whips, riding-crops, and parts
thereof

Natural or cultured pearls, precious or semi-
precious stones, precious metals, metals
clad with precious metal, and articles
thereof; imitation jewellery; coin

Articles of iron or steel

No. of TLs

563

62

17

w

N B = U

19

96.9

32.7

4.9

43.1

17.6

12.2
6.7

25.0

3.4
0.7
1.4
20.0

26.0

0.4

200.0

8.3

10.0

35.0

10.0
21.9

10.0

10.0
50.0
10.0
10.0

10.0

50.0

5.0

0-250

20.0

5-250

200.0

10.0
0-25

10.0

10.0
50.0
10.0
10.0

10.0

50.0

5.0

35 Customs and Excise Act, as amended in 2018. Viewed at:

13/eng@2014-12-31.

https://malawilii.org/akn/mw/act/1969/
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% of total Simple
by each group | average (%)

Product description No. of TLs

Tools, implements, cutlery, spoons, and
82 forks, of base metal; parts thereof of base 4 5.1 20.0 20.0
metal

Nuclear reactors, boilers, machinery, and
mechanical appliances; parts thereof
Electrical machinery and equipment and
parts thereof; sound recorders and

85 reproducers, television image and sound 82 16.9 20.1 10-100
recorders and reproducers, and parts and
accessories of such articles

Vehicles other than railway or tramway

84 24 3.4 17.5 10-20

87 rolling stock, and parts and accessories 139 49.5 38.5 5-110
thereof
89 Ships, boats, and floating structures 11 30.6 30.0 30.0

Optical, photographic, cinematographic,
measuring, checking, precision, medical or

90 PO 48 23.3 20.0 20.0
surgical instruments and apparatus; parts
and accessories thereof

93 Arms and ammunition; parts and accessories 20 76.9 20.0 10-30
thereof

95 Toys, games, and sports requisites; parts 52 100.0 14.0 10-25
and accessories thereof

96 Miscellaneous manufactured articles 6 9.2 13.3 10-20

Source: Calculations prepared by the WTO Secretariat based on data contained in the Customs and Excise
(Tariffs) Order, 2022.

3.37. All cigarettes, both imported and domestically produced, must be affixed with an excise tax
stamp, subject to a fee. Amendments to the Customs and Excise Act in 2021 introduced the
requirement for excise stamps to be applied to a wider range of products than just cigarettes, namely
bottled water, flavoured water, carbonated soft drinks, maheu3®, energy drinks, malt beer, wines,
opaque beer, spirits, whiskies, lotions, and glycerides. According to official sources, the purpose of
this extension is, inter alia, to prevent unfair competition from smuggled or lower priced imports.3’
Regulations on excise tax stamps were issued in 2024; these, inter alia, set out the procedures for
the stamps. With respect to imported excisable goods for consumption, stamps must be affixed at
an approved location within five days of customs clearance. Under the regulations, the Commissioner
General of the MRA may also allow stamps to be affixed at the production facility in the exporting
country. Excise tax stamp fees range from MWK 12/stamp to MWK 32/stamp and are set out in the
third schedule to the Regulations.38 Stamp fees are the same for imported and domestically produced
excisable goods.

3.1.4.4 Import surcharges

3.38. In 2019, Malawi introduced a surcharge on certain goods imported into Malawi; it applies to
the c.i.f. value of imports from all trading partners (including those with which Malawi has RTAs in
force).3° The tax rates are set out in the Fifth Schedule to the 2022 Customs and Excise (Tariffs)
Order (Table 3.7). The surcharge is not applied on domestic production and, according to the
authorities, its purpose is to promote local industries. Over the review period, the number of products
subject to the surcharge expanded and some rates increased.*® A committee composed of officials
from the Ministry of Finance and Economic Affairs, the MTI, the MRA, and the MCCCI is charged with
recommending to the Minister of Finance and Economic Affairs a list of goods for imposition or
removal of the surcharge.

36 Maheu is a branded drink (beverage made from cereal and dairy).

37 MRA (2023), "Excise Tax Stamps Extension Excites Manufacturers", 18 October. Viewed at:
https://www.mra.mw/news/excise-tax-stamps-extension-excites-manufacturers.

38 Customs and Excise (Excise Tax Stamps) Regulations, 2024. Viewed at:
https://archive.gazettes.africa/archive/mw/2024/mw-government-gazette-supplement-dated-2024-01-19-no-
la.pdf.

39 Customs and Excise (Tariffs) (Amendment) Order, 2019. Viewed at:
https://malawilii.org/akn/mw/act/gn/2019/66/eng@2019-09-06/source.pdf.

40 This can be seen by comparing the items and their respective rates in 2019 as set out in the Customs
and Excise (Tariffs) (Amendment) Order, 2019 with those contained in the Customs and Excise (Tariffs) Order,
2022.



https://www.mra.mw/news/excise-tax-stamps-extension-excites-manufacturers
https://archive.gazettes.africa/archive/mw/2024/mw-government-gazette-supplement-dated-2024-01-19-no-1a.pdf
https://archive.gazettes.africa/archive/mw/2024/mw-government-gazette-supplement-dated-2024-01-19-no-1a.pdf
https://malawilii.org/akn/mw/act/gn/2019/66/eng@2019-09-06/source.pdf
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Table 3.7 Import surcharge, 2024
Tariff reference Description R;ote
02.07 Dressed poultry 15
03.02, 03.03, 03.04, 03.05 Fish 5
04.01 Milk 5
0403.20.00 Yoghurt 5
04.07 Eggs 15
07 Vegetables 15
08 Fruits 5
11.01 Wheat flour 5
1507.90.00, 1508.90.10, 1508.90.90, 1511.90.11, 1511.90.19, Refined oils 10
1511.90.21, 1511.90.29, 1511.90.90, 1512.19.00, 1512.29.00
1701.13.10, 1701.13.20, 1701.13.90, 1701.14.10, 1701.14.20, Cane sugar 10
1701.14.90
1704.90.00 Sweets 10
1905.31.00 Biscuits 10
2005.20.00 Crisps 10
20.01-20.08 Vegetables 15
22, excluding 2202.99.10, 22.09 (i) alcoholic beverages 10
(ii) non-alcoholic beverages

UsD 5/

2402.20.00 Cigarettes containing tobacco 1,000
sticks

2523.29.00 excluding 2523.10.00 Portland cement 10
3605.00.00 Matches 10
44.03 Treated poles 5
44.19 Toothpicks 10
4819.40.10 Bags for packing cement 10
4820.20.10 Exercise books with soft cover |10
4820.20.90 Exercise books with hard cover |10
4901.99.10 Textbooks 10
63.01 Blankets 20
9609.10.00 Ball point pens 10

Source: Customs and Excise (Tariffs) (No. 3) Order, 2022, Fifth Schedule (not available online).
3.1.5 Import prohibitions, restrictions, and licensing

3.39. Under Section 55 of the 2018 Trademarks Act, the importation of infringing goods is
prohibited. There is also an outright prohibition on imports of used underwear in the Control of Goods
Act.

3.40. Malawi's latest notification to the WTO on import licensing covers the year 20164!; it does not
take into account recent changes to licensing requirements in the Control of Goods Act of 2018
(which became operational in July 2020), replacing the Control of Goods Act (Cap. 18:08).4

3.41. The specific goods subject to import licensing are listed in Schedule 1 to the Control of Goods
Act. They are (i) wild animals, wild animal trophies, and wild animal products; (ii) meat (bovine and
swine); (iii) live poultry, day-old chicks, undressed and dressed poultry; (iv) fish whether frozen,
dried, or live and their eggs and spawn; (v) table eggs; (vi) fresh milk; (vii) fruits and vegetables
(fresh and preserved) namely lettuce, cabbage, cauliflower, rape, turnips, fresh beans, fresh peas,
green pepper, fresh chilies, garlic, onions, carrots, beetroot, radishes, tomatoes, egg plants,
Irish/sweet potatoes, bananas, mangoes, and pineapples; (viii) grain of any variety including rice,
barley, beans, and groundnuts in all forms including meals, flours, and residues; (ix) maize (dried
maize on or off the cob; crushed maize; samp; maize grits; maize cones; hominy chop; maize offal;
or processed maize meal with or without additives); (x) refined and crude cooking oil; (xi) cane
sugar; (xii) bottled water; (xiii) canned, glass, and plastic bottled non-alcoholic drinks exceeding

41 WTO document G/LIC/N/3/MWI/5, 14 February 2017.

42 Control of Goods Act (No. 15 of 2018). Viewed at: https://faolex.fao.org/docs/pdf/miw199877.pdf.
This replaces the Control of Goods Act, 1968 (Cap. 18:08). Viewed at:
https://www.fao.org/faolex/results/details/en/c/LEX-FAOC117757/#:~:text=This%20Act%20grants%20
regulation%2Dmaking,to%20register%20with%?20the%20Minister. The previous list of goods subject to import
licensing was contained in the Control of Goods (Import and Export) (Commerce) Order. Viewed at:
https://importlicensing.wto.org/sites/default/files/Control%200f%20Go0ds%20Act%20Cap%2018.08.pdf.



https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/LIC/N/3/MWI/5%22%20OR%20@Symbol=%22G/LIC/N/3/MWI/5/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://faolex.fao.org/docs/pdf/mlw199877.pdf
https://www.fao.org/faolex/results/details/en/c/LEX-FAOC117757/#:~:text=This%20Act%20grants%20regulation%2Dmaking,to%20register%20with%20the%20Minister
https://www.fao.org/faolex/results/details/en/c/LEX-FAOC117757/#:~:text=This%20Act%20grants%20regulation%2Dmaking,to%20register%20with%20the%20Minister
https://importlicensing.wto.org/sites/default/files/Control%20of%20Goods%20Act%20Cap%2018.08.pdf
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three cases; (xiv) liquor in sachets; (xv) canned and bottled alcoholic drinks exceeding three cases;
(xvi) coarse and table salt; (xvii) cement; (xviii) soap (laundry bar soap and powdered detergent,
loosely packaged detergent powdered soap weighing more than 15 kg); (xix) matches; (xx) plastic
products below 60 microns; (xxi) second-hand clothes exceeding one bale; second-hand items
including kitchen utensils and refrigerators; (xxii) ballpoint pens; and (xxiii) fertilizer. According to
the authorities, in some cases, import licences are obtained directly from the MTI. In other cases,
applicants must first pass through other government ministries or agencies, depending on the
product, to obtain prior endorsement before the licence is issued by the MTI. Licence application
fees are MWK 5,000, and there is a licence fee of MWK 20,000 per consignment.

3.42. Other laws containing import licensing provisions are the Firearms Act (for firearms,
ammunition, and explosives)*3, the Dangerous Drugs Act (for certain drugs and poisons)**, the
Forestry Act (forestry products)4®>, and Cannabis Regulation Act (cannabis products).*® SPS-related
import licensing requirements are covered in Section 3.1.5.

3.43. As specified the SEZ Act, SEZ developers, operators, and enterprises (Section 2.4) are exempt
from quotas, trade restrictions, and trade prohibitions on import (and export) trade, subject to
applicable international trade agreements.4”

3.1.6 Anti-dumping, countervailing, and safeguard measures

3.44. As at the time of Malawi's previous Review, consultations on a Trade Remedies Bill were
ongoing. General provisions on anti-dumping measures are contained in the Customs and Excise Act
(Sections 85-86). Under Section XII, the Minister responsible for finance and economic affairs has
the authority to prescribe a dumping duties tariff.#® Procedures for the imposition or amendment of
dumping duties, including the kind of dumping duty to be applied and the rate, are set out in the
Third Schedule of the Customs and Excise (Tariffs) (No 3) Order. As of mid-2024, Malawi had not
established an authority competent to conduct anti-dumping investigations and no anti-dumping
actions had been taken. Malawi has no legislative provisions to impose countervailing measures.

3.45. Under the Control of Goods Act, 2018, the Minister responsible for trade and industry has the
authority to make orders to regulate the import (and export) of goods, inter alia, "taking into
consideration ... necessity or expedience in the public interest" (Article 4). It is clarified that public
interest grounds may include "the protection of domestic industry from serious injury imposed by
import surges".4° No such orders have been issued.

3.46. Asindicated by the authorities, Malawi participates in the COMESA and AfCFTA trade remedies
committees, which, inter alia, involve cooperation and exchange of best practices.

3.2 Measures directly affecting exports
3.2.1 Customs procedures and requirements

3.47. General registration requirements for exporters are the same as for importers
(Section 3.1.1.1).

3.48. Under the Investment and Export Promotion Act, the Minister responsible for finance may
prescribe certain categories of goods that may be not exported from Malawi without the exporter
having first obtained an exporter registration certificate. This certificate is subject to a fee and
enables the exporter to benefit from the export incentives granted under the Act; it is valid for
12 months, renewable. Information was not available on whether the Minister of Finance had
prescribed categories of goods requiring an export certificate.

43 Firearms Act (Cap. 14:08). Viewed at: https://malawilii.org/legislation/.

44 Dangerous Drugs Act (Cap. 35:02). Viewed at: https://malawilii.org/legislation/.

45 Forestry Act (Cap. 63:01). Viewed at: https://malawilii.org/legislation/.

46 Cannabis Regulation Act (No. 6 of 2020). Viewed at: https://malawilii.org/legislation/.

47 SEZ Act, Article 41.

48 Customs and Excise Act (Cap. 42:01). Viewed at:
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf.

49 Control of Goods Act, 2018. Viewed at: https://faolex.fao.org/docs/pdf/miw199877.pdf.



https://malawilii.org/legislation/
https://malawilii.org/legislation/
https://malawilii.org/legislation/
https://malawilii.org/legislation/
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf
https://faolex.fao.org/docs/pdf/mlw199877.pdf
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3.49. Documents that must be furnished for each export include a commercial invoice and bill of
lading or airway note. A declaration (Form 12) is required for goods of more than MWK 500,000;
this functions to separate out minor exports (which are cleared at customs clearance stations) and
major exports, which are cleared through a centralized declaration processing centre. A CD1 Form
is required for exports of more than USD 5,000 to ensure that export proceeds are repatriated
(Section 1.1). If preferences are being sought, a certificate of origin must be provided. Sanitary and
phytosanitary certificates must be provided for live animals and animal products, and scheduled
plant and plant products, respectively. Export licences are required for certain goods to implement
the Control of Goods Act (Section 3.2.3). Export quality certificates must be provided for certain
products to certify product conformity with national/international standards. Other documents are
required for minor exports, exports under duty drawback and exports of vehicles.%0 All export
declarations must be submitted online through the Direct Trader Input system (Section 3.1.1.1);
the MRA levies a processing fee of MWK 30,000 per export declaration. All export consignments are
subject to physical examination prior to export, except for exports by AEOs. Certificates of origin for
Malawi's exports to SADC members are issued by the MRA; for other trading partners, this is done
by the Chamber of Commerce of Malawi.

3.50. In 2023, the MRA issued the Customs Controlled Export Warehouse Regulations, which
mandate that exports of certain "non-traditional" agricultural products must originate in Customs
Controlled Export Warehouses. These products include soya beans, pigeon peas, maize, grains,
groundnuts, sunflowers, sesame seeds, beans, sorghum, millet, cow peas, and rice.>!

3.2.2 Taxes, charges, and levies

3.51. An advance income tax (Section 3.1.4.1) has been levied on exports since 2023.52 Under the
Customs and Excise Act, Section XII, the Minister responsible for finance and economic affairs has
the authority to prescribe export taxes.53 Items currently subject to export taxes are listed in the
fourth schedule to the Customs and Excise (Tariffs) (No. 3) Order. As of mid-2024, export taxes
were levied on wood (Table 3.8). The products and rates have not changed since Malawi's previous
Review. The aim of this measure is to encourage local value addition. The Cannabis Regulatory
Authority levies a charge of 0.5% of the value of cannabis products exported (and imported).>*

Table 3.8 Export taxes, 2024

Tariff line Descripti Export tax rate

4401.10.00 | Fuel wood, in logs, in billets, in twigs, in faggots or similar forms 50%
Wood in the rough, whether or not stripped of bark or sapwood, Or roughly Q

44.03 : . 50%
squared, excluding treated poles;

44.07 Wood sawn or chipped lengthwise or sliced, peeled, whether or not planed, 50%

sanded or end-jointed, of a thickness exceeding 6 mm.

Source: Customs and Excise (Tariffs) (No. 3) Order, 2022, Fourth Schedule.
3.2.3 Export prohibitions, restrictions, and licensing

3.52. The main law governing export prohibitions, restrictions, and licensing requirements is the
Control of Goods Act, 2018. Products subject to export licensing requirements are listed in the
Second Schedule to the Control of Goods (Import and Export Licence) Regulations, 2020. These are
(i) implements of war (other than arms and ammunition), atomic energy materials of strategic value,
and items of primary strategic significance used in the production of arms and ammunition and other
implements of war, including beryllium; tantalum; uranium; lithium; columbite cobalt; thorium;

50 MITC, Export Procedures and Documentation. Viewed at: https://mitc.mw/trade/index.php/export-
procedures-documentation.html#ftni.

51 Export procedures under this regulation are set out in an MRA press release of 2 August 2023.
Viewed at: https://www.mra.mw/press-releases/export-procedures-for-goods-exported-from-customs-
controlled-export-warehouse-ccew.

52 Taxation (Amendment) Act (No. 17 of 2023). Viewed at: https://communityhub.sage.com/cfs-
file/ key/communityserver-discussions-components-files/382/3835.Act-No.-17-0f-2023-Taxation-

2800 Amendment 29002D00 1.pdf.

53 Customs and Excise Act (Cap. 42:01). Viewed at:
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf.

54 The legislative basis for this fee is the Cannabis Regulation of 2020, Section 49(1)(c). Viewed at:
https://malawilii.org/akn/mw/act/2020/6/eng@2020-05-08/source.pdf.



https://mitc.mw/trade/index.php/export-procedures-documentation.html%23ftn1
https://mitc.mw/trade/index.php/export-procedures-documentation.html%23ftn1
https://www.mra.mw/press-releases/export-procedures-for-goods-exported-from-customs-controlled-export-warehouse-ccew
https://www.mra.mw/press-releases/export-procedures-for-goods-exported-from-customs-controlled-export-warehouse-ccew
https://communityhub.sage.com/cfs-file/__key/communityserver-discussions-components-files/382/3835.Act-No.-17-of-2023-Taxation-_2800_Amendment_29002D00_1.pdf
https://communityhub.sage.com/cfs-file/__key/communityserver-discussions-components-files/382/3835.Act-No.-17-of-2023-Taxation-_2800_Amendment_29002D00_1.pdf
https://communityhub.sage.com/cfs-file/__key/communityserver-discussions-components-files/382/3835.Act-No.-17-of-2023-Taxation-_2800_Amendment_29002D00_1.pdf
https://malawilii.org/akn/mw/act/1969/13/eng@2014-12-31/source.pdf
https://malawilii.org/akn/mw/act/2020/6/eng@2020-05-08/source.pdf
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germanium; titanium; and nickel and any materials containing such metals; (ii) petroleum products;
(iii) the following gemstones in unmanufactured state: corundum; garnet; quartz; tourmaline;
turquoise; beryl; zircon; jade; olivine; feldspar; topaz; opal; chrysoberyl; spinel; lazurite; (iv) scrap
metal; (v) hides and skins in processed and non-processed form; (vi) rice, including processed rice
meals, rice bran, and rice residues; (vii) maize, including dried maize, on or off the cob; crushed
maize; samp; maize grits; maize cones; hominy chop; maize offal or processed maize meal with or
without additives; (viii) maize meal, including maize grits; maize corns; hominy chop; maize offal;
or processed maize meal with or without additives; (ix) raw round hardwood timbers; (x) sorghum;
(xi) soya beans; (xii) cotton lint and seed; and (xiii) oil seeds and residues from oil seeds. An export
licence application fee of MWK 5,000 is levied for these products.>>

3.53. According to the authorities, export licences have periodically and temporarily not been
granted for some of these products over the review period (e.g. maize, soya bean, sharp metal) for
reasons such as domestic supply limitations and to prevent vandalism.

3.54. Other laws containing export licensing requirements include the Cannabis Regulation Act (for
cannabis products) and the Forest Act (for forestry products).

3.2.4 Export support and promotion

3.55. Inits latest notification to the WTO Committee on Agriculture, Malawi indicated that it did not
provide any export subsidies to agricultural products subject to reduction commitments during the
year 2016.%°

3.56. The Malawi Investment and Trade Centre (MITC) remains the government entity responsible
for trade (and investment) promotion (Section 2.4). Malawi is currently implementing the National
Export Strategy II, with a view to boosting its exports (Section 2.2).

3.57. The main export support-related laws in Malawi are the Investment and Export Promotion Act
(2023) (Section 3.3.1) and the Export Processing Zones Act (Cap. 39:06°7). New Export Processing
Zones (EPZs) regulations were issued in 2020; apparently these streamline the EPZ certificate
application process (needed to commence operations) and introduce a legal framework for dispute
resolution in cases where an EPZ certificate is revoked.>8

3.58. Under the EPZ regime, 90% (previously 80%) of manufactured goods must be exported; the
remaining 10% (previously 20%) may be sold locally with the approval of the MTI; normal duties
are applied on these products.>® EPZ companies are eligible to benefit from (i) no withholding tax on
dividends; (ii) no customs duties on capital equipment and raw materials; (iii) no excise taxes on
purchases of raw materials and packaging materials; and (iv) no VAT on inputs.®® However, they
are required to pay corporate income tax (currently 30%). As of December 2023, 13 companies
operated within the EPZs, and two applications to join the programme had been received. Data were
not available on employment in EPZs and the activities EPZ companies are engaged in.

3.2.5 Export finance, insurance, and guarantees

3.59. The Export Development Fund (EDF), established in 2012, continues to provide financial
services to support businesses that are either export- or import-substitution-oriented. It is a
registered company, which is fully owned by the Reserve Bank of Malawi.6! Its products are set out
in Table 3.9. Its focus areas are agriculture and agro-processing, manufacturing, mining,
infrastructure development, and tourism. On a temporary basis during the review period, the EDF

55 Second Schedule to the Control of Goods (Import and Export Licence) Regulations, 2020. Viewed at:
https://malawitradeportal.com/index.php?r=site/display&id=235.

56 WTO document G/AG/N/MWI/8, 22 March 2017.

57 Export Processing Zones Act. Viewed at: https://media.malawilii.org/files/legislation/akn-mw-act-
1995-11-eng-2014-12-31.pdf.

58 Export Processing Zones Regulations, 2020. Viewed at:
https://malawilii.org/akn/mw/act/gn/2020/82/eng@2020-10-02.

59 MITC (2022), Malawi Tax Incentives, June. Viewed at:
https://mitc.mw/invest/images/downloads/Investors-tax-incentives.pdf.

60 MITC, Exporters Incentives. Viewed at: https://mitc.mw/trade/index.php/export-incentives.

61 EDF, About Us. Viewed at: https://edf.mw/index.php/about-edf/about-us.



https://malawitradeportal.com/index.php?r=site/display&id=235
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/AG/N/MWI/8%22%20OR%20@Symbol=%22G/AG/N/MWI/8/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://media.malawilii.org/files/legislation/akn-mw-act-1995-11-eng-2014-12-31.pdf
https://media.malawilii.org/files/legislation/akn-mw-act-1995-11-eng-2014-12-31.pdf
https://malawilii.org/akn/mw/act/gn/2020/82/eng@2020-10-02
https://mitc.mw/invest/images/downloads/Investors-tax-incentives.pdf
https://mitc.mw/trade/index.php/export-incentives
https://edf.mw/index.php/about-edf/about-us
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also provided financial assistance to help companies mitigate the negative impacts of the COVID-19
pandemic (Section 1).52 Data were not available on the value of financing provided by the EDF.

Table 3.9 EDF products, 2024

Construction and
Export Manufacturing
Guarantee and
Refinancing Facility

Export Packing Credit

Contract Farming and
Export Agriculture
Facility

Hotel Construction
Guarantee and
Refinancing Facility
Project Preparation
Facility

Venture Capital Facility

Financing for agro-processing and light manufacturing industries to help increase
their processing capacities. The facility has a two-tranche structure. For the first
tranche, the EDF guarantees loans taken with other loan providers to construct
manufacturing facilities. Under the second tranche, the EDF refinances the original
facility while supporting the operations of completed facilities.

Bridge financing for Malawian exporters, to assist in meeting costs for purchase of
raw materials, processing, packaging, and other export-related expenses.
Assistance to help farmers engage in contract farming with parties buying their
products (manufacturers or exporters of commodities).

Provision of working capital loans to contract farmers to purchase farm machinery
and implements and agriculture inputs, and construct production support
infrastructure (i.e. irrigation/warehousing).

Project preparation.

Risk-sharing facility to promote development of hotels meeting international
standards.

Aims to develop and grow Malawi's bankable projects and deliver big projects with a
significant economic and developmental impact.
Provides strategic equity investments in key and strategic companies in sectors

aimed at promoting trade and infrastructure development.

Source: EDF. Viewed at: https://edf.mw/index.php/services.

3.3 Measures affecting production and trade
3.3.1 Incentives

3.60. The main laws governing tax incentives are the Customs and Excise Act, the Taxation Act,
the Export Processing Zones Act (Section 3.2.4), and the Special Economic Zones Act. Investment
and export incentives are provided for in the Investment and Export Promotion Act, however,
information was not available on the nature of these incentives and eligible beneficiaries. As indicated
in the Review of Tax Incentives in Malawi issued in 2022 by the Ministry of Finance and Economic
Affairs, incentives are in place to attract investment, direct investments to certain sectors, protect
domestic industry, promote the production and consumption of certain goods and services, stimulate
employment, support the most vulnerable sectors of society, and protect the environment.®3

3.61. Some of the main tax incentive schemes applied are set out in Table 3.10. In addition,
customs, and excise incentives (covering import duty, import excise, import VAT, and export duties)
are available to approved entities operating in specific sectors under certain conditions; these are
provided through CPCs, which set out the eligible goods and attached conditions. The main sectors
eligible for these incentives are tourism, agriculture and aquaculture, and mining and energy. Other
CPC codes apply, inter alia, to certain persons in government; government ministries/agencies;
health, religious, and education institutions; NGOs; and diplomats.

62 EDF, COVID-19 Trade Impact Mitigation Facility (COTIFA). Viewed at:
https://edf.mw/index.php/services/covid-19-trade-impact-mitigation-facility -cotifa.

63 Ministry of Finance and Economic Affairs (2022), Review of Tax Incentives in Malawi, July. Not
available online.



https://edf.mw/index.php/services
https://edf.mw/index.php/services/covid-19-trade-impact-mitigation-facility-cotifa

WT/TPR/S/460 e Malawi

-54 -

Table 3.10 Incentive schemes, 2024

Tax incentive

Benefit

Sector

Legislation

Priority industry

Export
Processing
Zone (EPZ)

Special
economic zones

Industrial
rebate

e Corporate income tax of 0% (not
exceeding 10 years) or 15%

e Importation of electricity generation
equipment 0% import duty and 0%
import excise

e Duty-free importation of building
materials

e Exemption of import duty, import
excise, and VAT (zero-rated) on the
importation of capital machinery and
raw materials for use in direct
production of goods for export under
EPZs

e Corporate income tax of 0% (not
exceeding 10 years) or 15%

Exemption from (i) import duties and taxes

on equipment, tools, and commercial

vehicles exclusively for production
purposes; (ii) import duties and taxes on
specific spare parts for imported
equipment for production purposes up to
an amount equal to 15% of the value of
the equipment's insurance and freight
cost; (iii) registration for VAT unless the

SEZ developer, operator, or enterprise

sells an annual level of VAT-able goods

above the VAT registration threshold into
the customs territory; (iv) payment of any
duty payable on raw materials brought into
an SEZ for value-addition and processing if
production is exclusively for export;

(v) payment of withholding tax on

dividends paid to foreign investors;

(vi) payment of withholding tax on loans;

(vii) payment of stamp duty on the

execution of any instrument relating to

business activities; (viii) wholesalers,
retailers, and trading licences under the

Business Licensing Act; (ix) billing and

business permit fees levied by local

government authorities; (x) payment for
investment certificates; and (xi) payment
of corporate income tax for five years after
commencement of commercial production

o Exemption of import duty and import
excise on the importation of raw
materials. VAT is payable but
reclaimable

o Exemption of import duty, import excise
and VAT on the importation of raw
materials for medicine, fertilizer and
printing publishing and book binding
industries

Agro-processing and
electricity generation,
transmission, and
distribution industries

Companies
manufacturing 90% of
production for export
(with some exceptions)

As specified in
Article 10 of the SEZ
Act (Section 2.4)

Designated
manufacturing
industries meeting
specified value addition
thresholds

e Customs and
Excise Tariff
(CPC445)
Taxation Act (11th
Schedule)

e Customs and
Excise Tariff
(CPC475)
Taxation Act (11th
Schedule)

Special Economic
Zones Act, Schedule
on exemptions

Customs and Excise
Tariff (CPC401 and
CPC402)
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Tax incentive | Benefit Sector gislation

Investment allowance:

e 100% investment allowance of cost of
new and unused industrial buildings,
plant, or machinery

e 40% investment allowance of cost of

used industrial buildings, plant, or
machinery

Initial allowance:

e 10% of capital expenditure incurred on
farm improvements, industrial buildings,
railway lines and housing for
manufacturers and farmers

e 20% of capital expenditure incurred on
articles, implements, plant or machinery
and utensils All sectors

e 33.3% of capital expenditure incurred
on farm fencing

Annual allowance:

e 5% capital expenditure incurred on farm
improvements, industrial buildings,
railway lines, and staff housing for
manufacturers and farmers

e 10% of capital expenditure incurred on
farm fencing

o 2.5% of capital expenditure incurred on
newly constructed commercial buildings
costing MWK 100 million and above

Unallocated allowances:

Taxation Act (Second
schedule)

Capital
allowances

Allowance on taxable income on non-
traditional exports (i.e. not

Export unmanufactured tobacco and tobacco Exporters Taxation Act
allowance refuse, tea, coffee, and cane sugar), 30% (Section 41B)
of taxable income from export sales, 10%
for unprocessed non-traditional exports
Transport 25% of the international transport cost Exporters
allowance
Businesses can carry-forward losses for a Taxation Act
maximum of 6 years; 10 years for mining [All (Section 42 and 16th
companies schedule)

Loss carried
forward

Not available.

Source: Information provided by the authorities; Special Economic Zones Act; and Ministry of Finance and
Economic Affairs (2022), Review of Tax Incentives in Malawi, July (not available online).

3.62. Among the findings of the Review of Tax Incentives in Malawi were that incentives offered
were similar to those of neighbouring countries (Zambia and Tanzania) and that revenue loss
accounted for between 43% and 50% of tax collection over the period FY2018/19-FY2020/21. The
main sources of revenue loss were capital allowances followed by CPCs. Among the Review's
proposals were to amend some tax incentives to "remove overlaps and improve clarity" and
"introduce new incentives to address emerging issues".%*

3.63. Since the release of the Review, changes were made in the 2023 budget to the Priority
Industry Scheme to (i) grant incentives retroactively to investors registered before 2013;
(i) introduce local employment requirements (30% of a beneficiary company's management
positions must be filled by local employees); (iii) introduce clarity on what are to be considered
Malawian investments in the case of joint ventures (Malawian investors should contribute at least
51% of the capital investment); and (iv) establish designated priority sectors for the period 2023-33,
namely agro-processing, energy generation and distribution, and mega farms.%>

64 Ministry of Finance and Economic Affairs (2022), Review of Tax Incentives in Malawi, July (not
available online).

65 MRA (2023), "New Tax Measures Announced", 7 March. Viewed at: https://www.mra.mw/news/new-
tax-measures-announced.
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3.3.2 Standards and other technical requirements

3.64. The MBS remains responsible for standards development, conformity assessment, and
metrology services. It is Malawi's national TBT enquiry point and represents the country in
international and regional standardization bodies.%®

3.65. The Malawi Bureau of Standards Act (MBS Act) remains in force.®” The following regulations
under the MBS Act are enforced by the MBS: Malawi Bureau of Standards (Certification Marks)
Regulations, 2016; Malawi Bureau of Standards (Imports Quality Monitoring) Regulations, 2016;
Malawi Bureau of Standards (Malawi Standards) (Effective Dates) (Declaration) Order of 2020, as
amended in 2022; and the MBS (Malawi Standards) (Withdrawal and Replacement) Order, 2020.%8
The MBS's activities in promoting standardization in commerce and industry are financed by fees
that the MBS charges on its services it provides such as inspection fees, testing fees, calibration and
verification fees, and sale of standards, as well as from a "quality development cess" levied on
imported products. Products subject to the quality development cess are set out in the MBS (Quality
Development Cess) (Revocation) Order, 2016, and the cess is charged at 0.5% of the landed cost
of the imported products.®®

3.66. A new Metrology Act entered into force in 2016.79 It is implemented by several regulations.”?
According to the authorities, the new regulatory framework for the verification and calibration of
measuring instruments ensures that all instruments used in trade, health, safety, and environmental
protection meet specific accuracy standards. The Act has enhanced the MBS's enforcement
mechanisms for non-compliance and has enabled it to carry out inspections and enforce penalties
for violations. In addition, the Act aligns Malawi's metrology standards with international practices,
facilitating better integration with global trade systems to promote fairness and accuracy in trade
and other sectors where precise measurements are crucial and for consumer protection.

3.67. The MBS continues to follow the 2014 National Quality Policy implementation strategy,
although the Quality Policy is currently being revised. This strategy, inter alia, drew attention to the
influx of substandard goods into the market, information/awareness gaps on the part of the general
public, and a lack of coordination by regulatory bodies. The authorities indicated that, through its
Strategic Plan 2023-28, the MBS is engaging stakeholders including other regulators and industry
players to bring greater awareness of its services and to increase the number of certified products.

3.3.2.1 Standards

3.68. The MBS remains responsible for setting standards in Malawi.”?2 Standardization projects being
followed are set out in MBS's "standards work programme", which is normally issued twice per

66 These include the COMESA Standards Committee, SADC Cooperation in Standards (SADCSTAN), the
African Organization for Standardization, the Intra-African Metrology System, the International Organization for
Standardization (ISO) (to which it is a full member), the International Electrotechnical Commission (IEC) (to
which it is an affiliated member), the International Organization of Legal Metrology, and the Codex
Alimentarius Commission.

57 Malawi Bureau of Standards Act (Cap. 51:02). Viewed at:
https://malawilii.org/akn/mw/act/2012/14/eng@2014-12-31.

58 Malawi Bureau of Standards (Malawi Standards) (Declaration) Order, 2020; and Malawi Bureau of
Standards (Malawi Standards) (Effective Date) (Declaration) Order, 2022. Viewed at: https://malawilii.org/
akn/mwy/officialGazette/government-gazette-supplement/2022-04-22/8A/eng@2022-04-22.

69 The Malawi Bureau of Standards Act (Section 20) provides for the Minister to determine products
subject to the cess levy. The product list was based on products requiring standardization in the country.

70 Metrology Act (No. 10 of 2016). Viewed at:
https://www.tradebarriers.org/ntm/documents/view/1530.

7! These regulations include Metrology (Licence of Competency) Regulations, 2021; Metrology
(Licensing, Manufacture, Deal-in, Import, Trade-in, or Repair of Instruments, Weights and Measures)
Regulations, 2021; Metrology (Prohibition of Importation, Sale or Use of Certain Types of Weighing
Instruments) Order, 2021; Metrology (Registration of Packers) Regulations, 2021; Metrology (Measuring
Instruments Verification and Calibration Fees) Regulations, 2021; Metrology (Sale of Articles) Regulations,
2021. Viewed at: https://malawilii.org/akn/mw/officialGazette/government-gazette-supplement/2021-02-
19/5A/eng@2021-02-19; and_Metrology (Sale of Articles) (Amendment) Regulations, 2022. Viewed at:
https://archive.gazettes.africa/archive/mw/2022/mw-government-gazette-supplement-dated-2022-04-22-no-
8A.pdf.

72 The MBS Act's provisions on establishing and implementing standards are set out in Part IV.
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year.”3 Preparation of standards starts in one of the MBS's 92 technical committees, which cover
chemicals and textiles, food and agriculture, and engineering and materials. Draft standards are
sent from these technical committees to a Standard Policy Advisory Committee of the MBS Board
for review, and thereafter to the MBS Board for approval.”4

3.69. As Malawi is a member of the SADC (Section 2), the MBS participates in the activities of the
SADC Cooperation in Standards (SADCSTAN) structure, which works to coordinate activities in the
region with a view to harmonizing standards. SADC standards are adopted and published by Malawi
as national standards following the abovementioned procedures. There used to be a similar
mechanism for adopting COMESA standards; this arrangement has now been replaced by standards-
setting at the level of the African Region Organization for Standardization.

3.70. Malawi's national standards are listed in the Catalogue of Malawi Standards, which is issued
annually. As of 31 December 2023, there were 1,493 national standards in force. Of these, 24 were
adopted from standards harmonized at the SADC level, 211 were adopted from standards
harmonized at the COMESA level, 225 were based on international standards, and 1,267 were purely
national standards. Eighteen percent of these standards fell under the chemicals and textiles
category, 49% in engineering and materials, and 33% in food and agriculture.

3.3.2.2 Technical regulations

3.71. Over the review period, Malawi made 94 TBT notifications to the WTO Committee on Technical
Barriers to Trade. This is a significant development as no notifications had been made in previous
years (Section 2.3.1).

3.72. The development of technical regulations (i.e. compulsory standards) is the responsibility of
the MBS and various other ministries. An exhaustive list of these ministries was not provided but,
apparently, they include the ministries responsible for energy, mining, and agriculture. As indicated
by the authorities, currently the MBS does not track the technical regulations set by these other
ministries. Under the MBS Act, Article 27, the Minister responsible for trade and industry may, on
the recommendation of the MBS Board, declare a standard to be mandatory through an order
published in the official Gazette. Data were not available on the number of technical regulations in
force in Malawi.

3.73. As at the time of Malawi's previous Review, there is no independent accreditation body in
Malawi, which instead uses the accreditation facilities of the SADC Accreditation Service (SADCAS).
As of 2024, SADCAS had accredited 15 laboratory facilities in Malawi. The MBS is responsible for the
testing and certification, for quality assurance purposes, of goods subject to technical regulations
(imports and domestic production). Malawi has testing laboratories for general chemistry, food
chemistry, petrochemicals, pesticide residues and formulations, microbiology, radiochemistry, and
engineering and materials.

3.74. Given that Malawi does not recognize certificates and test reports from certification bodies
accredited overseas, all imports subject to technical regulations are tested within the country. This
is done under the MBS's IQMSs, for which import quality monitoring fees are levied at a rate of 2.2%
of the goods' f.0.b. value. As indicated in the previous Review, the MBS may issue an annual import
certificate, thereby waiving import quality monitoring fees for 12 months if 4 consecutive
consignments of the same product from the same manufacturer are found to be compliant.”> The
number of import consignments registered for quality monitoring under the IQMS were
3,456 (2016); 2,814 (2017); 2,822 (2018); 1,940 (2019); 5,785 (2020); 5,913 (2021);
8,361 (2022); and 8,480 (2023). The number of annual import certificates granted over the same
period were 30 (2016); 27 (2017); 34 (2018); 44 (2019); 30 (2020); 29 (2021); 16 (2022); and
20 (2023).

3.75. MBS operates a Product Certification Scheme for products and services that comply technical
regulations. The MBS quality mark is affixed to a commaodity that is compliant with Malawi Standards,

73 The latest issue of the Standards Work Programme was issued in March 2023. Viewed at:
https://mbsmw.org/wp-content/uploads/2023/03/STANDARDS-WORK-PROGRAMME-ISSUE-33-March-
2023 .pdf.

74 MBS (2022), Catalogue of Malawi Standards 2022, p. 13.

75> WTO document WT/TPR/S/335/Rev.1, 1 August 2016.
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and the MBS pre-certification mark is attached to a product or its packaging to show conformity with
specifications of a Malawi Standard.”’® In 2021, MBS, in an agreement with the Small and Medium
Enterprises Development Institute, reduced its certification fees by half with a view to helping MSME
certification.”” In FY2023-24, 93 approvals were granted. Certification fees are not fixed and are
based on different variables such as transportation, the specific type of testing, and administrative
fees.

3.76. The authorities indicated that they are in the process of developing a risk analysis function in
ASYCUDA to give products of high-risk urgent attention and allow MBS not to subject lower risk
products to inspection and testing. They also indicated that MBS has started to develop agreements
with standards-setting bodies in other jurisdictions to be able to accept their conformity assessment
certification.

3.77. The MBS is planning to start quantity assessment of pre-packaged goods under the IQMS (as
well as under the Product Certification Scheme); under this initiative, the MBS will check that pre-
packaged goods contain the declared quantities and that goods are correctly marked/labelled. Fees
to be charged on pre-package inspections are Quantity Inspection fees and Labelling Inspection fees,
and the amounts proposed are MWK 125,000 and MWK 25,000, respectively.

3.3.2.3 Labelling requirements

3.78. The Malawi Standards require that goods should be properly and indelibly marked, as well as
labelled with the name of product, the name and address of manufacturer, the product best before
and production dates, the batch number, ingredients, and net contents. This is stipulated in various
product standards and general labelling standards such as MS 19: 2010 (Labelling of Prepacked
Foods - General Standard) and MS 722: 2005 (Labelling Presentation of Prepacked Goods for the
Ultimate Consumer). The Merchandise Act also requires that goods should indicate the origin,
marked conspicuously according to standards, with quantities and nature of goods specified.

3.79. The authorities indicated that almost all technical regulations have labelling requirements
embedded in them that are either specific to the product or reference the general labelling
requirements set out in MS 19 and MS 722.

3.3.3 Sanitary and phytosanitary requirements

3.80. Malawi's SPS requirements remained substantially unchanged during the period under review
and the existing SPS legislation is largely outdated. Nonetheless, a new Plant Protection Act came
into force in August 2020.78

3.81. The MTI functions as the SPS notification authority. The SPS enquiry points are at the MBS
(food safety), the Department of Animal Health of the Ministry of Agriculture (animal health), and
the Department of Agriculture Research Services of the Bvumbwe Agricultural Research Station
(plant health). According to the authorities, there are no national SPS strategies being followed.

3.82. Malawi has made significant progress in making use of the WTO procedures to notify its SPS
measures. It has submitted 21 SPS notifications to the WTO SPS Committee since 2016; the last
notification dates from 2021.7° Some of its trade-restrictive measures, such as the import ban on
maize from certain countries for SPS reasons, are not notified to the WTO (Section 4.1.1.3.1). No
SPS-related trade concerns were raised concerning Malawi's SPS measures in the WTO SPS
Committee over the review period.

76 MBS (2022), Catalogue of Malawi Standards, 2022, p. 2.

77 This arrangement is in place under fixed-term MOUs with the Small and Medium Enterprise
Development Institute.

78 Plant Protection Act (No. 19 of 2018). Viewed at:
https://malawilii.org/akn/mw/act/2018/19/eng@2018-08-24; and Notice of Commencement. Viewed at:
https://malawilii.org/akn/mw/act/gn/2020/67/eng@2020-08-28.

79 WTO document G/SPS/N/MWI/23, 16 April 2021.
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3.83. Malawi has SPS-related implementing challenges particularly due to capacity constraints and
porous borders. As indicated by the authorities, there are gaps in laboratory capacity to do testing,
and lack of international accreditation of its facilities remains a problem.

3.3.3.1 Food safety

3.84. Responsibilities for food safety are split between the Ministry of Agriculture (formerly the
Ministry of Agriculture, Irrigation and Water Development (MAIWD)); Ministry of Health; the MBS;
the Pharmacy, Medicines, and Poisons Board; and the Pesticides Control Board. The MBS is the
national contact point for the Codex Alimentarius Commission; it also controls and certifies certain
foodstuffs.

3.85. Food standards are the responsibility of the MBS. Most of Malawi's food standards are based
on Codex Alimentarius, while the remainder are based on standards from other countries, such as
South Africa. Information was not provided as to whether Malawi develops its own food standards.

3.86. The MBS continues to operate its Export Quality Certification Scheme (EQCS) under which it
provides certificates and test reports. Since Malawi's previous Review, the MBS laboratory has been
accredited by SADCAS to test for total aflatoxin in cereals, pulses, and their derived products and
also some microbiology parameters in water. According to the authorities, scope extensions are
being undertaken to cover all food safety aspects (residues and contaminants) in selected value
chains such as macadamias and groundnuts. This should help enable Malawi to export certain
commodities to foreign markets, which has been hindered by lack of international accreditation of
its facilities. Exporters have had to rely on test reports and certificates from foreign accredited labs.

3.87. Under the Biosafety Act, Malawi does not permit imports of genetically modified (GM) plants
or foods; a non-GMO certificate is required. 80 However, at the time of Malawi's previous Review, it
was indicated that in line with the Act, the Government had allowed GMO-confined field trials of
cotton and cow peas by a national university.8! No updated information was provided.

3.3.3.2 Veterinary measures

3.88. Veterinary measures are the responsibility of the Department of Animal Health and Livestock
Development (DAHLD), which administers the veterinary and livestock legislation through the
Control and Diseases of Animals Act, 1967; the Meat and Meat Products Act; the Milk and Milk
Products Act, 1971; the Slaughter of Animals Act, 1971; the Hides and Skin Trade Act, 1971; and
the Veterinary and Para-veterinary Practitioners Act, 2006. All of these laws are in the process of
being updated. An Animal Health and Welfare Bill would update the Control and Diseases of Animals
Act; and a Livestock and Livestock Products Bill would consolidate and update laws on meat and
meat products, milk and milk products, the Hides and Skin Trade Act, and the slaughter of animals.
A Veterinary Practitioners Bill would update the Veterinary and Para-veterinary Practitioners Act. As
of mid-2024, the Livestock and Livestock Products Bill and the Animal Health and Welfare Bill were
with the Ministry of Justice, prior to being submitted to the Parliament. According to the authorities,
the Animal Health and Welfare Bill includes animal welfare aspects not contained in existing
legislation.

3.89. Imports of livestock are subject to import permit requirements (these, inter alia, set out the
diseases that livestock must be free of), an export permit from the country of export certifying that
the requirements have been met, and a veterinary certificate. All imported animals are subject to
quarantine. Prior to the import of animals and their products from new export markets, the DAHLD
undertakes a risk assessment; this involves a literature review and obtaining samples for testing in
accredited laboratories outside of Malawi.

80 Bjosafety Act (Cap. 60:03). Viewed at: https://malawilii.org/akn/mw/act/2002/13/eng@2014-12-31.
81 WTO document WT/TPR/M/335/Add.1, 14 June 2016.



https://malawilii.org/akn/mw/act/2002/13/eng@2014-12-31
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/TPR/M/335/Add.1%22%20OR%20@Symbol=%22WT/TPR/M/335/Add.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true

WT/TPR/S/460 e Malawi

- 60 -

3.3.3.3 Phytosanitary measures

3.90. Malawi has adopted the new Plant Protection Act, 201882; it is currently being supported by
the implementing regulations from the previous Act (the Plant Import and Export Regulations). These
regulations are outdated and are under review. According to the Act, the Minister shall establish a
Plant Protection Unit within the Department of Agricultural Research Services (DARS) to administer
and enforce this Act. The DARS functions as Malawi's National Plant Protection Organization (NPPO).

3.91. The legal framework provides that "plant protection and phytosanitary control in Malawi shall
be organized in accordance with international and regional agreements" (Plant Protection Act,
Article 3) and are based on, inter alia, risk assessment. According to authorities, national regulations
are harmonized with the regional SPS regulations (e.g. SADC, COMESA). Malawi uses lists of
regulated pests and quarantine importance (e.g. SADC Pest List, COMESA Pest List, and National
Pest List). When there is an intention of exporting or importing agricultural commodities or a
consignment of plant origin, produce inspection is conducted and guided by scientific evidence of
pest risk analysis (ISPM 11).

3.3.3.4 Pesticides

3.92. The production and trade of pesticides is governed by the Pesticides Act (Cap. 35:03). New
regulations were issued under this Act in 2023.83 The Pesticides Control Board®* at the Bvumbwe
Research Station authorizes, keeps a register of, and carries out the testing and certification of
pesticides imported or produced in Malawi; in the absence of national technical regulations, its
conformity assessments are based on IPPC guidelines. This register is posted in the Government
Gazette.85 Malawi applies the harmonized application form for pesticide registrations, developed by
the Southern and East African Regulatory Committee for Harmonization (SEARCH); agrochemicals
registered in at least three SEARCH countries would normally receive automatic registration in
Malawi.

3.3.4 Competition policy and price controls
3.3.4.1 Competition policy

3.93. In 2024, the Competition and Fair Trading Act was enacted, replacing the Competition and
Fair Trading Act (Cap. 48:09).86 Among the key legal reforms contained in the new Act are (i) giving
the Competition and Fair Trading Commission (CFTC) the power to issue administrative orders to
address various types of anti-competitive and unfair trading conducts®’; (ii) including legal
provisions regulating abuse of buyer power88; (iii) incorporating provisions on merger assessment,
including mandatory notification of mergers over certain thresholds and an extension of the merger

82 plant Protection Act, 2018. Viewed at: https://media.malawilii.org/files/legislation/akn-mw-act-2018-
19-eng-2018-08-24.pdf.

83 pesticides Regulations, 2023. Viewed at: https://malawilii.org/akn/mw/officialGazette/government-
gazette-supplement/2023-03-10/7A/eng@2023-03-10.

84 pesticides Control Board. Viewed at:_https://www.pcb.mw/.

85 General Notice No. 62, 20 May 2022. Viewed at:
https://malawilii.org/akn/mw/officialGazette/government-gazette/2022-05-20/23/eng@2022-05-20.

86 Competition and Fair Trading Act (No. 20 of 2024). Viewed at: https://www.cftc.mw/legislations/;
and Competition and Fair Trading Act (Cap. 48:09). Viewed at:
https://malawilii.org/akn/mw/act/1998/43/eng@2014-12-31.

87 These include declaration of certain business practices as abuses of dominant position; the authority
to order enterprises to cease and desist from anti-competitive conduct; powers to impose monetary penalties
for anti-competitive conducts or unfair trading practices; powers to suspend or impose conditions on mergers
likely to substantially lessen competition in the Malawian market; the ability to order a product refund or
exchange; and the ability to order the termination of an agreement deemed to be anti-competitive in nature
and in violation of the provisions of the law.

88 These include unreasonable delays in payments; unilateral termination of commercial relationships;
demands for preferential terms unfavourable to suppliers; transfer of commercial risks meant to be borne by
the buyer; and exclusionary conduct in the form of bidding up prices of inputs by a buyer enterprise.
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assessment period; and (iv) introducing a leniency programme to encourage businesses to
self-report anti-competitive conduct.8®

3.94. The CFTC is responsible for implementing the Act. It has a staff of under 30 persons,
comprising a Secretariat that investigates, and reports on, cases, and a Board of Commissioners
that undertakes hearings based on the Secretariat's reports. As indicated in the CFTC's Strategic
Plan 2021-2026, the role of competition policy in ensuring ample competition and fair trade is seen
as being key to delivering on the Government's objectives of industrialization and economic
transformation (Sections 1 and 2).%°

3.95. The division of responsibilities between the CFTC and sector regulators is based on a
collaborative approach. The CFTC focuses on overarching competition issues and the sector
regulators handle industry-specific regulations. The CFTC has MOUs with the Malawi Communications
Regulatory Authority, the Registrar of Financial Institutions, the Governor of the Reserve Bank of
Malawi, the Malawi Energy Regulatory Authority, the MBS, the National Construction Industry
Council, the Public Procurement and Disposal Authority, the Pharmacy and Medicines Regulatory
Authority, and the Malawi Gaming Board. In line with these MOUs, several working groups have
been established to facilitate discussions on competition and consumer protection cases.

3.96. The CFTC also collaborates with the COMESA Competition Commission (CCC). As indicated in
Malawi's previous Review, the CFTC has responsibility for national competition-related issues, while
the CCC has authority to address anti-competitive practices that concern at least two COMESA
member States. A revised MOU between the CFTC and the CCC was issued in 2021; it aims to
enhance cooperation and promote competition policy enforcement through measures such as mutual
notifications, exchange of information, cooperation in market enquiries, investigations and
enforcement, and integrated strategies for technical assistance and capacity-building.®!

3.97. According to the authorities, the main competition challenges in the domestic market over
the review period included non-compliance with competition rules (including abuse of market
dominance, predatory pricing, and collusive behaviours); lack of disclosure of terms and conditions
either between the trader and consumer or between businesses and dumping of products.
Reportedly, these challenges were compounded by limitations to the CFTC's regulatory powers and
its human and financial resource constraints (including an overreliance on government subventions),
which also constrains its ability to undertake outreach activities, and unavailability of specific national
laws and regulations on trade remedies.®? It is expected that some of these challenges will be
addressed by the new Act.

3.98. Since 2016, the CFTC has handled several competition cases (Table 3.11).%3 In addition, it
has released market studies (either on its own or in collaboration with other entities) assessing the
state of competition in the following industries/areas: transport; tobacco; property renting by
supermarkets and media advertisement markets; fertilizer; construction; funeral services; the
cooking oil market; digital markets; the motor vehicle service market; and the petroleum retailing
industry. It also undertook an ex-post evaluation of its own merger review processes.

89 For more detailed information on the changes introduced by the new Act, see CFTC (2024), "Entering
into Force of the New Competition and Fair Trading Act", 1 July. Viewed at:
https://www.cftc.mw/2024/07/01/entering-into-force-of-the-new-competition-and-fair-trading-act/.

% CFTC (n.d.), Strategic Plan (2021-2026). Viewed at: https://www.cftc.mw/legislations/.

%1 Memorandum of Understanding Between the Competition and Fair Trading Commission and the
COMESA Competition Commission on Cooperation in the Application and Enforcement of their Competition
Laws. Viewed at: https://comesacompetition.org/resources/mou/memorandum-of-understanding-between-the-
competition-and-fair-trading-commission-of-malawi-and-the-comesa-competition-commission/.

92 Information provided by the authorities; and CFTA (2020), "Speech by the Director of Consumer
Affairs on Behalf of the Executive Director of CFTC on the Launch of Competition and Consumer Protection
Regulation Project", 7 October. Viewed at: https://www.cftc.mw/2020/10/07/speech-by-the-director-of-
consumer-affairs-on-behalf-of-the-executive-director-of-cftc-on-the-launch-of-competition-and-consumer-
protection-requlation-project/.

93 Case summaries can be found at: https://www.cftc.mw/category/restrictive-business-practice-cases/
and https://www.cftc.mw/mergers-and-acquisitions-cases.
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https://www.cftc.mw/2020/10/07/speech-by-the-director-of-consumer-affairs-on-behalf-of-the-executive-director-of-cftc-on-the-launch-of-competition-and-consumer-protection-regulation-project/
https://www.cftc.mw/2020/10/07/speech-by-the-director-of-consumer-affairs-on-behalf-of-the-executive-director-of-cftc-on-the-launch-of-competition-and-consumer-protection-regulation-project/
https://www.cftc.mw/2020/10/07/speech-by-the-director-of-consumer-affairs-on-behalf-of-the-executive-director-of-cftc-on-the-launch-of-competition-and-consumer-protection-regulation-project/
https://www.cftc.mw/category/restrictive-business-practice-cases/
https://www.cftc.mw/mergers-and-acquisitions-cases
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Table 3.11 Competition and Fair Trading Act enforcement, FY2015/16-FY2022/23

2015/16 2016/17 2017/18| 2018/19 2019/20 2020/21 2021/22 2022/23

Mergers and acquisitions 132 14 25 20 25 21 17 26
Abuse of market dominance 8 6 1 13 8 2 6 1
Cartels 1 2 0 1 6 0 2 0
Restrictive business practices 12 26 23 22 2 20 38 52
Unfair trade practices 89 129 140 260 269 301 237 310
a The merger transactions assessed by the CFTC include those notified through the COMESA

Competition Commission.

Source: Information provided by the CFTC.

3.99. With respect to enforcement, under the previous legislation when a violation of the
Competition and Fair Trading Act was found, the case was sent to the Director of Public Prosecutions
since such violations were considered to be criminal in nature. Under the new law, the CFTC has new
authority to impose fines. Since 2016, there have been nine appeals to the High Court regarding the
CFTC's decisions; all of these are ongoing.

3.100. To promote compliance with competition policy rules, the CFTC has issued several non-
legally binding guidelines in areas such as due process, mergers and acquisitions, abuse of
dominance, collusive conduct, exclusive dealing arrangements, market definition, predatory
discriminatory and tying conducts, and public interest.®* According to the authorities, the CFTC has
also been active in undertaking sensitization meetings for stakeholders on their rights and
obligations. It organizes business clinics for traders, manufacturers, and association and compliance
programmes for specific companies. Other outreach activities include articles in the media, lectures
in schools and universities, TV programmes and documentaries, and mobile clinics.

3.3.4.2 Price controls

3.101. There is no specific legislation on price controls in Malawi. However, the Government sets
minimum prices for commodities in important sectors for reasons of economic stability, food security,
and public health or to support key industries. The sectors affected include agriculture, energy, and
telecommunications (Sections 4.1, 4.2, and 4.3). Additionally, tariffs of the five water boards serving
the country (Section 3.3.5) are proposed by the boards and approved by the Minister of Water and
Sanitation.

3.3.5 State trading and state-owned enterprises

3.102. In 2017, Malawi notified to the WTO that it does not maintain any state trading enterprises
within the meaning of the definition contained in the Understanding on the Interpretation of
Article XVII.?> A question was raised during Malawi's previous Review regarding why Malawi had not
notified the National Oil Company as a state trading enterprise. In the context of this Review, this
issue was not further clarified.®®

3.103. State-owned enterprises in Malawi are defined in the 2022 Public Finance Management Act
as "a body corporate, or subsidiary of a body corporate where the Government, directly or indirectly
(a) has controlling interest or power; (b) controls the composition of the board of directors; (c) has
more than fifty per cent of the voting power; and (d) holds more than fifty per cent of the issued
share capital either directly or through another agency or statutory body".%” As of mid-2024, Malawi
had 29 SOEs that are all 100% government-owned (Table 3.12). A full list of other entities in which
the Government has an equity stake was not available. However, in addition, it appears that the
Government has a 51% share in Malawi Airlines, a 67% stake in Indebank Malawi Limited, and a
40% stake in Salima Sugar.

94 CFTC, Guidelines. Viewed at: https://www.cftc.mw/quidelines/.

%5 WTO document G/STR/N/16/MWI, 21 March 2017.

% WTO document WT/TPR/M/335/Add.1, 14 June 2016.

°7 Public Finance Management Act (No. 4 of 2022) (not available online).



https://www.cftc.mw/guidelines/
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22G/STR/N/16/MWI%22%20OR%20@Symbol=%22G/STR/N/16/MWI/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?DataSource=Cat&query=@Symbol=%22WT/TPR/M/335/Add.1%22%20OR%20@Symbol=%22WT/TPR/M/335/Add.1/*%22&Language=English&Context=ScriptedSearches&languageUIChanged=true
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Table 3.12 State-owned enterprises, 2024

Enterprise Area(s) of activit

Agriculture sector

Agricultural Development and Marketing
Corporation

National Food Reserve Agency

Tobacco Commission

Cannabis Regulatory Authority
Communication sector

Malawi Communications Regulatory Authority
Malawi Broadcasting Corporation

Malawi Post Corporation

Education sector

Malawi College of Accountancy

Energy sector

Electricity Generation Company Malawi Limited
Electricity Supply Corporation of Malawi Limited
Malawi Energy Regulatory Authority

National Oil Company of Malawi

Financial sector

National Economic Empowerment Fund
Governance sector

Malawi Accountants Board

Malawi Institute of Management

Labour sector

Technical, Entrepreneurial, Vocational Education
and Training Authority

Lands and housing sector

Malawi Housing Corporation

Trade and tourism sector

Malawi Bureau of Standards

Malawi Gaming and Lotteries Authority
Transport and public works sector

Air Cargo Malawi Limited

National Construction Industrial Council

Airport Development Limited
Water sector

Blantyre Water Board

Central Region Water Board
Lilongwe Water Board
Southern Region Water Board
Northern Region Water Board

Agricultural marketing

Management of Malawi's strategic grain reserve
Regulation of the production, manufacture, and
marketing of tobacco

Regulate and promote the cannabis industry

Communications sector regulator
Public broadcaster
Communication services

Accountancy training

Electricity generation

Electricity transmission and distribution
Energy sector regulator

Management of Malawi's strategic fuel reserve

Microfinance institution

Accountancy profession regulator
Training institute

Regulatory body

Construction and management of housing estates

Standards development body
Licensing of gaming and lotteries

Air freight services

Regulation, development, and promotion of the
construction industry in Malawi

Maintenance and development of airport infrastructure

Water supply
Water supply
Water supply
Water supply
Water supply and disposal of water-borne sanitation

Source:

Ministry of Finance (2023), 2020/21 Consolidated Report for State Owned Enterprises in Malawi.

Viewed at: https://www.finance.gov.mw/phocadownload/2020-

21%20S0OE%20Consolidated%20Report report.pdf.

3.104. New SOEs established over the review period are the Electricity Generation Company
(Malawi) Limited (established in 2016 and started operations in 2017); the National Economic
Empowerment Fund Limited (rebrand of the Malawi Enterprise Development Fund as reconstituted
in 2020%); and the Malawi Gaming and Lotteries Authority, which resulted from the merger of the
Malawi Gaming Board and National Lotteries Board in 2022.

3.105. Over the review period, various steps were taken to increase oversight of SOEs. Since
FY2018/19, the Ministry of Finance and Economic Affairs has been producing consolidated reports
on "commercial" SOEs in Malawi. Additionally, the 2022 Public Finance Management Act (which
replaced the 2014 Act of the same name®®) introduced more detailed requirements for SOE
management and oversight, including through the introduction of annual performance contracts to

%8 National Economic Empowerment Fund (NEEF). Viewed at: https://www.neef.mw/.
% Public Finance Management Act (No. 4 of 2022); and Public Finance Management Act (Cap. 37:02).
Viewed at: https://malawilii.org/akn/mw/act/2022/4/eng@2022-03-31.



https://www.finance.gov.mw/phocadownload/2020-2021%20SOE%20Consolidated%20Report_%20report.pdf
https://www.finance.gov.mw/phocadownload/2020-2021%20SOE%20Consolidated%20Report_%20report.pdf
https://www.neef.mw/
https://malawilii.org/akn/mw/act/2022/4/eng@2022-03-31
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be concluded between SOEs and the Secretary of the Treasury each year; new banking
requirements; and more regular and rigorous reporting requirements. 100

3.106. There were no privatizations over the review period. The Privatization Act, 1996 remains in
force. The Government has given new impetus to encouraging private investment in government
services/projects through the enactment of the Public Private Partnerships Act, 2022, which replaces
the previous Law. Subsidiary legislation and guidelines are being developed. According to the Public
Private Partnerships (PPP) Commission, key changes introduced by the new Act include provisions
to make implementation of PPP arrangements financially sustainable; the introduction of a
systematic and expedited approval process; the introduction of a new and expedited procedure for
unsolicited bids; the removal of a requirement for mandatory government shareholding in the special
purpose vehicles set up to implement the PPP projects; the introduction of the concept of direct
negotiation; provisions on monitoring of PPP projects; provisions enabling private entities to
undertake feasibility studies; and minimum contract requirements.10!

3.107. Since 2021, PPP projects have been set out in the Public Private Partnership Projects
Compendium. In the 2023 edition, PPPs are envisaged for projects in the areas of, inter alia, energy,
transport infrastructure, healthcare, construction of government buildings and housing/student
accommodation, and tourism infrastructure. PPP projects implemented since 2016 include (i) a
student accommodation project for the College of Medicine in Blantyre; (ii) a concession to manage
the Liwonde National Park and the Nkhotakota Wildlife reserve; (iii) a concession for the Central East
African Railways (tracks and rolling stock); (iv) a concession to manage of the Malawi Railway
Corridor Agreement; (v) a concession for the Malawi Lake Services; (vi) a concession for port
services; (vii) a concession for Chinthechi Inn (tourism management concession); and (viii) several
management concessions for small forest lodges.

3.3.6 Government procurement

3.108. Malawi is neither a party nor observer to the WTO Government Procurement Agreement.
The AfCFTA excludes government procurement from its scope.192 While there are no procurement
provisions in the COMESA RTA itself, COMESA has been actively supporting modernization of
procurement systems in its member States.3 There are no procurement provisions in the SADC
Protocol on Trade.

3.109. In 2017, the Public Procurement and Disposal of Public Assets (PPDA) Act was enacted,
replacing the Public Procurement Act, 2003. The Public Procurement Regulations were issued in
2020.1%4 According to the authorities, a review of the Act is in progress.

3.110. Under the new Act, the Public Procurement and Disposal of Assets Authority (PPDAA)
(established in 2018193) is, inter alia, responsible for regulating, monitoring, and overseeing public
procurement and the disposal of assets in the country.l%® This entity replaces the Office of the
Director of Public Procurement. Its responsibilities include receiving annual procurement and disposal
plans from procuring and disposing entities, drafting an annual report of procurement and disposal
activities, supervising and monitoring preferences and set-asides, and approving the use of certain
procurement methods (see below). The annual report is submitted to the Minister of Finance who
presents it to the Parliament. Over FY2018-19 to FY2023-24, the annual value of government
procurement subject to "no objection" by the PPDA ranged between MWK 636 billion and
MWK 986 billion.

100 pyblic Management Finance Act, Articles 100 and 105.

101 pyblic Private Partnership Commission (2022), "Brief on the New PPP Law Passed by Parliament on
5% April 2022". Viewed at: https://www.pppc.mw/news/brief-on-the-new-ppp-law-passed-by-parliament-on-
5th-april-2022.

102 AfCFTA, Article 2(4). Viewed at: https://au.int/sites/default/files/treaties/36437-treaty-
consolidated text on cfta - en.pdf.

103 African Development Bank. Viewed at: https://mapafrica.afdb.org/en/stories/P-Z1-K00-014.html.

104 public Procurement and Disposal of Assets Act (No. 27 of 2017). Viewed at:
https://ppda.mw/documents/Public Procurement and Disposal of Assets Act 2017 3.pdf; and Public
Procurement Regulations, 2020. Viewed at: https://faolex.fao.org/docs/pdf/mlw219922.pdf.

105 The Board of Directors of the PPDA held its first meeting in January 2019, having been appointed in
December 2018.

106 The other functions of the Authority are set out in Article 5 of the PPDA Act.



https://www.pppc.mw/news/brief-on-the-new-ppp-law-passed-by-parliament-on-5th-april-2022
https://www.pppc.mw/news/brief-on-the-new-ppp-law-passed-by-parliament-on-5th-april-2022
https://au.int/sites/default/files/treaties/36437-treaty-consolidated_text_on_cfta_-_en.pdf
https://au.int/sites/default/files/treaties/36437-treaty-consolidated_text_on_cfta_-_en.pdf
https://mapafrica.afdb.org/en/stories/P-Z1-K00-014.html
https://ppda.mw/documents/Public_Procurement_and_Disposal_of_Assets_Act_2017_3.pdf
https://faolex.fao.org/docs/pdf/mlw219922.pdf
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3.111. The PPDA Act applies to all public procurements of goods, works, and services, except for
employment contracts; lease or rental of real property; financial services relating to the issue,
agencyi%’, or assignment of securities or other financial instruments; and procurements under the
Public Private Partnership Act.t08

3.112. The PPDA Act provides for a decentralized procurement process with procurements being
undertaken by individual procuring and disposing entities (IPDEs). As of mid-2024, there were 243
such entities in place, which include SOEs. It also elaborates on structures to be established within
each IPDE, including (i) an Internal Procurement and Disposal Committee (IPDC) responsible for
implementing procurement processes; (ii) a Controlling Officer responsible for, inter alia, appointing
members of the Internal Procurement and Disposal Committee, preparing statutory reports, and
other oversight measures; (iii) ad hoc evaluation teams to be appointed by the Internal Procurement
and Disposal Committee for each procurement proceeding; (iv) Procurement and Disposal Units
(PDUs) responsible for, inter alia, preparing procurement plans, reports, bidding documents, and
contract documentation, and evaluating simple low-value procurements.1% The PPDA is responsible
for ensuring that these structures are in place. The authorities indicate that entities that have not
yet got their IPDC and PDUs up and running are using those of IPDEs that do.

3.113. IPDEs must conduct public procurement proceedings in a way that "promotes transparency,
accountability, non-discrimination, open competition, anonymity, economy, efficiency and
responsiveness to modern information and communications technology".11% They should take place
through open tender procedures, such as public auction or tendering with sealed bids, with certain
exceptions applying. Procurement methods and applicable thresholds are set out in Table 3.13.

Table 3.13, Procurement methods and thresholds, 2024

Minimum bidding
periods

Procurement method

Criteria for use

Open tender - National
competitive bidding
(Goods: MWK 100 million to |Standard tendering procedure for all tenders, except in

MWK 5 billion exceptional cases (below). The requirement to use open

Works: MWK 150 million to tendering may be waived in the case of procurements 30 days
MWK 10 billion related to national defence or national security, which
Non-consultancy services: are sensitive in nature

MWK 100 million to
MWK 1 billion)
Open tender - International Used where (a) the estimated value of the stated
competitive bidding procurement exceeds the amount set by regulations;
(Goods: above MWK 5 billion |(b) the goods, works, or services are not available
Works: above MWK 10 billion |under competitive price and other conditions from more
Non-consultancy services: than two suppliers in Malawi; or (c) a supplier was not
above MWK 1 billion) identified by a national tender proceeding

Used when (a) the goods, works, or services are only
available from a limited number of suppliers, all of
whom are known to the procuring and disposing entity;
and (b) the time and cost of considering a large number
of bids is disproportionate to the value of the
procurement

Used when (a) it is not feasible at the outset of the
procurement proceedings to define fully the technical or
contractual aspects of the procurement; or (b) because
Two-stage tender (this can be | of the complex nature of the goods, works, and services
done through restricted and to be procured, the procuring and disposing entity 30 days
open tendering) wishes to consider various technical or contractual
solutions, and to negotiate with bidders about the
relative merits of those variants, before deciding on the
final technical or contractual specifications

45 days

Restricted tender 21 days

107 This refers to services offered by financial service providers acting as an agent for the collection of
utility bills, fees for the processing of driving licences, etc.

108 pPPDA Act, Article 3.

109 The functions of these entities are set out in Part IV of the PPDA Act, Articles 25-29.

110 PPDA Act, Article 30.
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Procurement method Minimum bidding

periods

Criteria for use

Request for proposals
(MWK 100 million to
MWK 1 billion for local

consultants; Above Used for the procurement of consultancy services 21 days
MWK 1 billion - international

advertising)

Request for quotations

(Goods: up to

MWK 100 million Used for the procurement of goods, works, and routine

Works: Up to services when the estimated value of the procurement |5 days
MWK 150 million does not exceed the amount set by the regulations

Non-consultancy services: up
to MWK 100 million)

Used where (a) the estimated value of the procurement
does not exceed the amount set in regulations; (b) only
one supplier has the technical capability or capacity to
fulfil the procurement requirement, or only one supplier
has the exclusive right to manufacture the goods, carry
out the works, or perform the services to be procured;
(c) there is an emergency need for the goods, works,
and services; or (d) the procuring and disposing entity,
having procured goods, works, and services from a
supplier, determines that additional goods, works, or 5 days (or 24 hours
services need to be procured from the same source for |for emergencies)
reasons of standardization or because of the need for
compatibility with existing goods, equipment,
technology, or services, taking into account the
effectiveness of the original procurement in meeting the
needs of the procuring and disposing entity, the limited
size of the proposed procurement in relation to the
original procurement, the reasonableness of the price,
and the unsuitability of alternatives to the goods or
services in question

Single-source method
(As of mid-2024, no
thresholds had been set)

Source: Procurement methods are set out in the PPDA Act, Part V. Procurement thresholds are contained in
PPDA Circular No. PPDA/03/22, 22 June 2023 (not available online).

3.114. Use of any procurement method other than the open tender and request for proposals
requires the approval of the Director-General of the PPDAA. All high-value procurements
(i.e. procurements over MWK 5 billion for goods; MWK 10 billion for works; and MWK 4 billion for
services) must be examined by the Anti-Corruption Bureau. In principle, vetting by the Anti-
Corruption Bureau is also required for all single-source procurements. However, in practice this is
not being done for some low-value procurements.

3.115. Procurement preferences are set out in Article 44(10) of the PPDA Act, which specifies that
IPDEs should give a preference in all national competitive bidding of 60% to black Malawians and
40% to others. As indicated by the authorities, this provision is not being enforced, as no
implementing regulations have been issued on this subject. Instead, in the interim, a 20%
preference is being provided to all bidders whose businesses are owned by black Malawians.

3.116. The Public Procurement and Disposal of Public Assets (Participation by Micro, Small and
Medium Enterprises) Order, 2020'!! sets out the preferences and reservations for MSMEs and
marginalized groups (namely women, youth, and persons with disabilities).!!? Each year, IPDEs are
obliged to (i) indicate preferences in bidding documents, which must be adequately publicized;
(ii) submit to the PPDAA both a procurement plan indicating value and percentage of procurement
contracts intended for MSMEs, as well as quarterly compliance reports; and (iii) grant a margin of
preference to marginalized groups of 15% procurement of goods and services and 10% procurement
of works. Additionally, IPDEs must prioritize awarding contracts to MSMEs who supply locally
produced goods and services, through the grant of a 20% margin of preference. Furthermore,
procurement of certain goods and services (Box 3.1) is set aside for MSMEs and marginalized groups,

111 pyblic Procurement and Disposal of Public Assets (Participation by Micro, Small and Medium
Enterprises) Order, 2020. Viewed at: https://ppda.mw/documents/MSME-Order 2020.pdf.

112 Criteria for being considered a "medium", "small", and "micro" enterprise are set out in Article 2 of
the Order.
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in accordance with set thresholds. Where a non-MSME partners with a MSME, a 5% preference
applies.

Box 3.1 Sectors for which procurement is reserved for MSMEs

Goods: horticultural products; fish and fish products; milk and milk products; poultry products; local building
materials; veterinary supplies; fingerlings; live stocks; farm implements; furniture; school laboratory
chemicals and equipment; apprenticeship tools and equipment; signage and electrical signage; screen printing
and embroidery; information, education and communication material; leather and leather products; firewood
supplies; pipes and fittings; water meters; information and communication technology products/solutions;
water tanks; bobbins for electrical transmission poles; office stationary and consumables; sporting materials
and equipment; gypsum material (e.g. chalk); and personal health products.

Consulting services: simple consultancies up to MWK 50 million.

Non-consulting services: local haulage; travel agents; clearing agents and freight forwarding; refuse
collection and disposal; events management; cleaning services; fumigation services; local courier services;
interior design services; advertising; vehicle maintenance; printing services; veterinary services; and panel
beating and spray painting.

Works: civil and building works up to MWK 500 million; earth dams; fishponds; prefabricated concrete
products; basic solar installation; plumbing services; basic electrical works; grass cutting; road
grading/shaping; road drainage works; pot-hole patching; road gravelling; road markings; drilling works;
landscaping; welding and fabrication; property maintenance; and fencing works.

Applicable thresholds: micro enterprise (0-MWK 5 million); small enterprise (MWK 5 million-MWK 50 million);
medium enterprise (MWK 50 million-MWK 500 million)

Source: Public Procurement and Disposal of Public Assets (Participation by Micro, Small and Medium
Enterprises) (Amendment) Order, 2021, Second Schedule. Viewed at:
https://malawilii.org/akn/mw/act/gn/2021/3/eng@2021-02-05.

3.117. All suppliers must be registered with the PPDAA and obtain a "supplier certificate".113
Suppliers' certificates cost between MWK 10,000 to MWK 500,000 depending on the value of the
procurement!!4, and are valid for one year, renewable.!!> Once the supplier certificate is obtained,
the supplier is included in the PPDA's register of suppliers.

3.118. Under the PPDA Act, Articles 40 and 41, tender invitations must be published in two national
widely circulated newspapers. These are usually The Blantyre News Paper Limited and Nations
Publication Limited. For international tenders, they also need to be published in English in
internationally recognized newspapers, in other media of wide international circulation, and on the
website of the PPDAA. In this regard, the publications used are generally those required by the World
Bank and African Development Bank for procurements financed by them (i.e. the dgMarket).
Procurements must also be publicly displayed at the head office of the IPDE.

3.119. Bidders claiming to suffer loss or injury due to breach of duty by an IPDE may apply for a
review to the Controlling Officer or the head of the IPDE or directly to the PPDAA. If the application
is made to the Controlling Officer or head of the IPDE, the procurement proceedings must be
suspended for 10 days and a decision on the application must be rendered within 14 days. Decisions
may be appealed to the PPDAA. If the application is made to the PPDAA, a Review Committee is
established to decide on the matter; its decisions may be appealed to the High Court.!1® Between
2017 and mid-2024, there were seven applications to the PPDA and seven applications to controlling
officers. Under Part VIII of the Act, there are various provisions designed to ensure the integrity of
procurement processes and prevent corrupt practices.

113 To be registered with the PPDA, the following documentation must be provided a business
registration certificate, an MRA TPIN certificate, an MRA tax clearance certificate, a bank deposit slip, and for
renewals, an old PPDA certificate.

114 There are seven procurement categories based on value: (i) up to MWK 10 million; (ii) above
MWK 10 million-MWK 30 million; (iii) above MWK 30 million-MWK 80 million; (iv) above
MWK 80 million-MWK 100 million; (v) above MWK 100 million-MWK 500 million;

(vi) above MWK 500 million-MWK 1 billion; and (vii) above MWK 1 billion.
115 PPDA, Contact Us. Viewed at: https://www.ppda.mw/contactus-ppda.
116 Review procedures are set out in Part IX of the Act.
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3.120. Under the Buy Malawi Strategy, in place since 2009, all public procuring entities are advised
to buy at least 60% of their goods and services from Malawi-based suppliers of goods and providers
of services. All civil servants are also obliged to wear locally produced clothes every Friday.!t”

3.121. Malawi is introducing an e-government procurement system (the Malawi National Electronic
Procurement System (MNEPS)), supported by the World Bank under Phase 1 of the Digital Malawi
Programme.!18 It encompasses two platforms: an e-government procurement system (e-GP) that
focuses on high-value procurement, and an electronic government marketplace (e-GM) that targets
low-value procurements accessible to MSMEs.

3.122. As of mid-2024, development of the e-GP system was well advanced, and it will be piloted
in 30 procuring and disposing entities (PDEs) at a first stage before being rolled out to all PDEs.!1°
The authorities note that functions that the system will provide include (i) online registration of
suppliers and suppliers' access to published procurement notices; (ii) automated public procurement
processes, including uploaded annual procurement plans, generation of purchase requisitions,
preparation and publishing of bidding documents, online submission of bids, evaluation of bids,
contract award, and contract management; and (iii) an open contracting portal for publishing
information on how procurement contracts have been awarded, to whom, at what price, and the
contract duration.

3.123. The e-GM system provides an electronic marketplace to connect government entities with
MSMEs.120 Suppliers may upload pictures of the goods and services they offer. According to the
authorities, the system aims to promote the participation of MSMEs in public procurement in Malawi;
enable procurement of common-use goods and services to be done online, as, and when required
by the PDEs; and improve access to digital financial services and strengthen the competitiveness of
the economy through digitization.

3.3.7 Intellectual property rights

3.124. As at the time of Malawi's previous Review, the Department of the Registrar General remains
responsible for registering and administering trademarks, patents, and registered designs.1?! The
Copyright Society of Malawi (COSOMA) is responsible for, inter alia, copyright registration and
licensing.'?2 A Companies and Intellectual Property Agency Bill has been drafted, which would,
inter alia, establish a Malawi Intellectual Property Office to deal with all IP areas. As of mid-2024,
this bill had not yet been tabled before Parliament. Over the review period, new laws and
implementing regulations entered into force in the areas of Copyright, Trademarks, and Plant
Breeders Rights (see below).

3.125. Malawi is a member of the World Intellectual Property Organization (WIPO) and is signatory
to several conventions and agreements.123 Over the review period, it joined the Protocol Relating to
the Madrid Agreement Concerning the International Registration of Marks in 2019 and the Marrakesh
Treaty to Facilitate Access to Published Works for Persons who are Blind, Visually Impaired, or
Otherwise Print Disabled in 2017. Malawi is also a member of the African Regional Intellectual
Property Organization (ARIPO). It is a party to the Harare Protocol, which facilitates patent, design,
and utility model applications within participating states; the Banjul Protocol, which facilitates

117 Buy Malawi, Government Commitment. Viewed at: https://buymalawi.mw/about-us/what-
government-is-doing-to-make-buy-malawi-a-success/.

118 pPDA (2023), "Digital Procurement Reform: A Quest for Efficiency", 22 December. Viewed at:
https://www.ppda.mw/newsdetail/6.

119 PPDA (2023), "Digital Procurement Reform: A Quest for Efficiency”, 22 December.

120 pPPDA, e-Government Marketplace. Viewed at: https://www.ppda.mw/eGM.

121 Department of the Registrar General, Industrial Property Registry. Viewed at:
https://www.registrargeneral.gov.mw/services/industrial-property-registry.html.

122 COSOMA. Viewed at: https://www.cosoma.mw/.

123 Other IP agreements/conventions to which Malawi is signatory are the Berne Convention on the
Protection of Literary and Artistic Works; the Locarno Agreement Establishing an International Classification for
Industrial Designs; the Nice Agreement Concerning the International Classification of Goods and Services for
the Purposes of the Registration of Marks; the Paris Convention for the Protection of Industrial Property; the
Patent Cooperation Treaty; and the Strasbourg Agreement Concerning the International Patent Classification.
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trademark applications; and the Swakopmund Protocol on the Protection of Traditional Knowledge
and Genetic Resources.!24

3.126. Malawi ranked in 107% place out of the 132 economies covered by WIPQO's 2021 Global
Innovation Index (it has not featured in the more recent editions of this index). It is ranked in third
place among the 13 low-income group countries, and in 10% place among the 27 countries of sub-
Saharan Africa. Its performance is highest for the pillars of market sophistication and knowledge
and technology outputs, and lowest on human capital research and infrastructure.2>

3.127. An Intellectual Property Rights Policy was released in 2019 by the Minister of Justice and
Constitutional Affairs.1?¢ This is intended to "provide a framework for creating a vibrant intellectual
property ecosystem that will promote and support creativity and innovation and thereby catalyse
industrialization and structural transformation of the economy".127 It is thus in line with Malawi's
other development strategies being implemented (Section 2). The Policy sets out five priority areas,
namely (i) effective institutional framework for modernizing the administration of IPRs;
(ii) generation and protection of IP assets; (iii) effective exploitation and commercialization of
IP assets; (iv) effective and balanced legal regime for IPRs; and (v) awareness creation and
capacity-building. It identifies various shortcomings in the existing IP framework, inter alia, including
outdated laws, institutional shortcomings, the absence of policies to generate and commercialize IP
assets, and an overall lack of public awareness about IPRs. It proposes various steps to be taken,
inter alia, including (i) the creation of an autonomous IP office; (ii) establishment of an Institute of
Intellectual Property Attorneys to train and examine IP attorneys; (iii) incentives and other support
measures to develop IPRs in national universities and development and research institutions,
including through the establishment of an innovation fund; (iv) review of the existing laws on
patents, copyright, and designs; (v) development of laws in the areas of utility models, traditional
knowledge, genetic resources, and expressions of folklore; and (vi) strengthened enforcement and
increased public outreach activities. The Policy recommends the establishment of an inter-ministerial
IP steering committee responsible for ensuring policy coherence, dealing with cross-cutting issues,
and implementing strategies and IP activities. Information was not available on measures taken to
implement these recommendations. According to the authorities, the National IP Policy is being
reviewed in 2024.

3.128. Data were not available on applications for IP protection and registrations made in the
different IP areas.

3.3.7.1 Copyright

3.129. The Copyright Act, 2016 governs copyright protection. It entered into force in March 2017,
replacing the Copyright Act, 1989.128 The new Act takes into account aspects of the Marrakech Treaty
and incorporates new provisions related to changes in technology. According to the authorities, it is
also compliant with the WIPO Copyright Treaty, the Beijing Treaty, and the Performances and
Phonograms Treaty. It also brought in the Copyright Fund and introduced the blank media levy (see
below). The Act is under review to include provisions allowing for the registration of copyright and
related rights as required by the ARIPO Kampala Protocol on Voluntary Registration of Copyright, to
fully comply with the Marrakech Treaty and to take into account the Companies and Intellectual
Property Office Bill.

3.130. Several implementing regulations have been issued under the new Act. Some of these relate
to licensing requirements for various institutions including copy shops and businesses, examining
institutions, and educational institutions that reproduce copyright-protected works.'?® New

124 ARIPO. Viewed at: https://www.aripo.org/.

125 WIPO, Global Innovation Index 2021: Malawi. Viewed at:
https://www.wipo.int/edocs/pubdocs/en/wipo _pub gii 2021/mw.pdf.

126 National Intellectual Property Policy (2019). Viewed at:
https://www.registrargeneral.gov.mw/acts requlations/National IP Policy .pdf.

127 National Intellectual Property Policy (2019), Foreword.

128 Copyright Act (No. 26 of 2016). Viewed at: https://www.wipo.int/wipolex/en/legislation/details/
17267; and Notice of Commencement. Viewed at: https://malawilii.org/akn/mw/officialGazette/government-
gazette-supplement/2017-05-05/10A/eng@2017-05-05.

129 Copyright (Licensing of Reprographic Reproductions in Copy Shops) Regulations (Government Notice
No. 12 of 2021); Copyright (Licensing of Reprographic Reproductions in Businesses) Regulations (Government
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regulations that have been issued since 2016 are the Copyright (Cultural Fund) Regulations, 2021,
which set out the institutional arrangements for managing the Cultural Fund as established under
Section 98 of the Copyright Act.130 The Copyright (Public Lending Right) Regulations, 2021, require
the Government, on behalf of public libraries, to pay a fee to COSOMA for the free lending of books
by Malawian authors; the COSOMA then distributes these royalties to authors. Under the Copyright
(Levy on Storage Devices) Regulations, 2018, Malawi charges a 5% levy on media storage
devices.13! The authorities indicate that the 2013 Public Performance and Broadcasting of Copyright
Works Regulations are being revised to take into account technological advances.

3.131. In 2022, COSOMA, with the backing of the Government, launched a Copyright Fund, which
provides financial support to Malawi's creative industries.132 The Fund is currently supported by the
blank media levy. The Fund supports the creative industries for promotion and preservation of works
that depict a cultural identity of Malawi and for the promotion and improvement of creative and
artistic skills. To be eligible for a grant under the Fund, applicants must be within the copyright or
cultural sector in Malawi and be an incorporated company or an organization registered under the
Laws of Malawi; a government ministry, department, or agency interested in the copyright or cultural
sector; a research institution; or an individual or cultural group requiring assistance outside of their
normal sources of funding.

3.3.7.2 Industrial property

3.132. Malawi's laws on industrial property are the Patents Act (Cap. 49:05), the Trademarks Act
(No. 2 of 2018), the Registered Designs Act (Cap. 49:05), and the Plant Breeders' Rights Act (No. 20
of 2018).

3.133. There have been no changes to the Patents Act and the Registered Designs Act since Malawi's
previous Review. A summary of the main provisions of these Laws is contained in the previous
Review.133 The Patents Regulations were amended in 2020, with the First Schedule on fees being
replaced.!3* According to the authorities, the Patents Act is under review; key reform areas are
parallel imports and access to medicines.

3.134. The new Trademarks Act entered into force in 2018133; it replaces the Trademarks Act 1957.
According to the authorities, the main changes introduced by the Act are to (i) extend registration
coverage to include service marks; (ii) include provisions on registration of geographical indications
and collective marks; (iii) increase protection of well-known marks; (iv) domesticate the ARIPO
Banjul Protocol; and (v) introduce stricter (criminal) penalties for infringements.13¢ The Trademarks
Regulations were amended in 2020, to replace the First Schedule on fees.!37

3.135. The Plant Breeders' Rights Act entered into force in 2020.138 It provides for the creation of
a Department of Plant Breeder's Rights within the Ministry of Agriculture responsible for registering
plant breeder's rights as well as the appointment of a Registrar of plant breeder's rights. It also
provides for the establishment of a Technical Advisory Committee responsible for, inter alia, advising
the Registrar and Minister on technical matters, issuing guidelines and directives to the Department,

Notice No. 14 of 2021); Copyright (Licensing of Reprographic Reproductions in Examining Institutions)
Regulations (Government Notice No. 15); and Copyright (Licensing of Reprographic Reproductions in
Educational Institutions) Regulations (Government Notice No. 17). Viewed at: https://archive.gazettes.africa/
archive/mw/2021/mw-government-gazette-supplement-dated-2021-03-05-no-6A.pdf.

130 Copyright (Cultural Fund) Regulations (Government Notice No. 13 of 2021). Viewed at:
https://archive.gazettes.africa/archive/mw/2021/mw-government-gazette-supplement-dated-2021-03-05-no-
6A.pdf.

131 Copyright (Levy on Storage Devices) Regulations, 2018. Viewed at:
https://malawilii.org/akn/mw/officialGazette/government-gazette/2018-02-09/1/eng@2018-02-09.

132 COSOMA (n.d.), "COSOMA Launches Copyright Fund, Minister Urges Transparency". Viewed at:
https://www.cosoma.mw/news/cosoma-launches-copyright-fund-minister-urges-transparency/.

133 WTO document WT/TPR/S/96, 9 January 2002.

134 patents (Amendment) Regulations, 2020. Viewed at: https://malawilii.org/.

135 Trademarks Act (No. 2 of 2018). Viewed at: https://malawilii.org/akn/mw/act/2018/2/eng@2018-
02-02; and Trademarks Act, 2018: Commencement (Government Notice 81 of 2018). Viewed at:
https://malawilii.org/akn/mw/act/gn/2018/81/eng@2018-10-24.

136 Bowmans Law. Viewed at: https://bowmanslaw.com/insights/malawi-adopts-new-trademarks-act/.

137 Trademarks (Amendment) Regulations, 2020. Viewed at: https://malawilii.org/.

138 plant Breeders Rights Act (No. 20 of 2018). Viewed at: https://malawilii.org/; and Plant Breeder's
Rights Act, 2018 Commencement (Government Notice 68 of 2020). Viewed at: https://malawilii.org/.
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and reviewing and approving test guidelines. Information was not available as to whether these
entities had been set up. Part III of the Law sets out the detailed requirements for the grant of plant
breeder's rights and procedural steps for such applications. Protection is for a period of 20 years,
except for trees and grapevines, for which protection expires at the end of the 25t year. Rights
holders may apply for an extension of protection for a maximum of five further years if, for reasons
beyond their control, they have not been adequately remunerated for their rights.!3° Rights holders
may grant exclusive or non-exclusive licences to any person relating to all/some of their rights
obtained; these must be notified to the Registrar. The Act also provides for applications to be made
to the Registrar for compulsory licences. Data were not available on applications for and grant of
plant breeders' right licences (including compulsory licences). A Plant Breeders' Rights Fund is
provided for under the Act to be funded though Parliamentary subventions, registration and other
fees/levies, grants/donations, and penalties. It is to be used for plant breeder's rights activities, such
as financing the Department, promoting research and training, undertaking tests, financing
publications, and maintaining a registered germplasm. Information was not available as to whether
the Fund was operational or if any implementing regulations have been issued under the Act.

3.3.7.3 Enforcement

3.136. The institutions responsible for enforcing IPRs in Malawi are the Ministry of Culture, the MTI,
the Malawi Police, the Judiciary, the Copyright Society of Malawi, and the MRA. Data on IP
enforcement actions were not available.

3.137. According to the US International Trade Administration, while a general awareness of the
importance of protecting IPRs has improved, enforcement is inadequate, partly due to capacity
constraints.14? Indeed, as noted in the National Intellectual Property Policy, this lack of awareness
"accounts for proliferation and consumption of counterfeit products in the country and wanton
violation of IP rights, especially trademarks and copyright".14! As part of the Policy, the Government
intends to build IP awareness through education, training, and outreach initiatives. It also stresses
the need to develop capacity for IP enforcement and create a platform for coordination of
enforcement efforts.142

3.138. On the copyright side, the authorities indicate that due to technological changes there is
little infringement at the border, but combatting digital piracy raises a new challenge. Under the
Copyright Act, COSOMA and the Malawi Police have the mandate to enforce copyright-related rights.
To partially mitigate capacity challenges, in 2020 the two entered into an MOU to second six officers
to COSOMA's offices, so there are now two officers in each of the three regions. According to the
authorities, this is still insufficient. According to the authorities, COSOMA undertakes various
outreach activities including training programmes and sensitization activities.

139 plant Breeders Rights Act, Article 26.

140 Tnternational Trade Administration. Viewed at: https://www.trade.gov/country-commercial-
guides/malawi-protecting-intellectual-property.

141 National Intellectual Property Policy, Section 3.5.

142 National Intellectual Property Policy, Section 3.5.
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4 TRADE POLICIES BY SECTOR

4.1 Agriculture, forestry, and fisheries
4.1.1 Agriculture

4.1.1.1 Main features

4.1. Malawi's economy remains highly dependent on agriculture. About 85% of Malawian
households are engaged in agriculture through crop production, fisheries, and livestock production.!?
According to data provided by the authorities, agriculture contributed, on average, about 25% of
gross value added from 2017 to 2023 and about 90% of Malawi's foreign exchange earnings from
merchandise exports.

4.2. Of a total area of approximately 11.8 million hectares, one fifth is occupied by Lake Malawi
(2.4 million ha).2 Of the 9.4 million hectares of land, 56% (5.3 million ha) is cultivable.? The majority
of farmers in Malawi have access to very little land. The average cultivable landholding in Malawi is
0.87 ha (0.2 ha per capita). Over half (58%) of the farmers cultivate less than 1 ha while 11% are
nearly landless. Only 13% of households cultivate more than 2 ha.

4.3. Foreigners are not allowed to own land in Malawi but may lease it (Section 2.4).

4.4. Agricultural productivity remains relatively low, particularly for small-scale farmers.* Malawi
has about 2.6 million small-scale farmers and about 30,000 estates.> Small-scale farmers, operating
at the subsistence level, cultivate about 4.5 million ha of land (85% of total arable land). They
engage primarily in food crop production, such as cassava, maize, potatoes, rice, and tobacco.®
Nearly 80% of farmers rely on rain-fed agriculture, indicating that only about 20% use irrigation.”

4.5. Commercial estates are export-oriented, contributing to about 80% of Malawi's agricultural
exports. They grow mainly coffee, macadamia nuts, sugar cane, tea, and tobacco. The estates may
sign farming contracts with small-scale farmers to produce, inter alia, horticulture, sugarcane, tea,
and tobacco. The authorities state that the estates are mostly privately owned, with a few exceptions
in which the Government may hold shares. Foreigners may participate in the management of estates
in Malawi. Contract farming exports are supported by the Export Development Fund (Section 3.2.5),
which provides, inter alia, farming machinery, working capital, and irrigation infrastructure and
inputs.®

4.1.1.2 Trade and recent developments

4.6. Malawi is a net exporter of agricultural products. Its agricultural export basket is relatively
narrow, dominated by tobacco (52.4% in terms of agriculture export value in 2022 - using the right-
hand scale in the chart below), groundnuts (10.4%), and tea (9.8%) (Chart 4.1). This high reliance
on a few agricultural commodities indicates Malawi's vulnerability to external shocks including
volatile global prices and natural disasters. Soya bean exports spiked in 2021 but plummeted in the
following year, while the export value of groundnuts increased from USD 10.6 million in 2016 to
USD 81 miillion in 2022. In 2022, Malawi exported its agricultural products mainly to the EU-27,
Tanzania, and Kenya.

! Ministry of Agriculture (MOA), Agriculture Sector Performance Report, July 2020-June 2021.

2 National Statistical Office, Malawi in Figures, 2022 Edition.

3 African Development Bank (2022), Malawi: Country Diagnostic Note. Viewed at:
https://www.afdb.org/en/documents/malawi-country-diagnostic-note-cdn-october-2022.

4 KIT, Royal Tropical Institute (2020), PIATA 2019 Outcome Monitoring Report, AGRA Malawi.
Viewed at: https://agra.org/wp-content/uploads/2020/12/AGRA-OM-Malawi-Report FINAL.pdf. Soil fertility
losses resulting from "land degradation, heavy dependence on rain-fed agriculture and agro-ecological
pressures" contributed to agriculture's low productivity (p. 16).

5 Government of Malawi (2018), National Agricultural Investment Plan (NAIP). Viewed at:
https://faolex.fao.org/docs/pdf/miw190532.pdf.

6 KIT, Royal Tropical Institute (2020), PIATA 2019 Outcome Monitoring Report, AGRA Malawi.

7 Government of Malawi (2016), National Irrigation Policy 2016.

8 Export Development Fund, Contract Farming Export Agriculture Facility (ConFarm). Viewed at:
https://edf.mw/index.php/services/contract-farming-export-agriculture-facility-confarm.
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Chart 4.1 Main agriculture exports, 2016-22
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Source: WTO Secretariat calculations, based on UN Comtrade database.

4.7. Malawi's agricultural imports are much more diversified: tobacco, palm oil, food preparations,
and wheat and meslin are among the major agricultural imports (Chart 4.2). Over the review period,
palm oil's import value went up from USD 14 million in 2016 to USD 41.6 million in 2022, while
tobacco's import value fell from USD 53.2 million to USD 5.9 million during the same period.
Agricultural imports came mainly from Malaysia and South Africa.

Chart 4.2 Main agriculture imports, 2016-22
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4.8. Maize is the principal subsistence crop and the main staple food. The price of maize has a direct
impact on urban and rural poverty. Maize production involves 95% of farmers and covers
approximately 60% of the crop area®, indicating the dominance of subsistence-oriented agriculture
production. Self-sufficiency in maize has long been the main pillar of food security: Malawi has been
self-sufficient in maize since FY2005/06 and has occasionally exported maize. The Government sets
a self-sufficiency level for maize: 3,467,342 metric tonnes (MT) in FY2022/23.1% The share of maize
import to total agricultural imports varied between 35% in 2016 to 0.2% in 2022, averaging 6.6%
over this period, while its exports accounted for an average of 0.8% of total agricultural exports.
The export of maize is subject to non-automatic licensing requirements with a view to maintaining

% World Bank (2019), Climate-Smart Agriculture in Malawi. Viewed at:
https://climateknowledgeportal.worldbank.org/sites/default/files/2019-06/CSA%?20 Profile Malawi.pdf.

10 The authorities state that there are also self-sufficiency levels for rice (4,656 MT) and sorghum
(886 MT).
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food security (Sections 3.2.3 and 4.1.3.1). Maize farmers have not been able to diversify into cash
crops and other dietary options due to, inter alia, a lack of quality seed varieties and low fertilizer
application.!

4.9. Tobacco remains Malawi's major cash crop and main export earner. Its share in total
merchandise exports declined from over 53% in 2016 to 49% in 2023 (Section 1.3.1.1). In addition
to tariffs, this industry seems to be subject to statutory levies collected by, inter alia, the Agricultural
Research and Extension Trust (ARET), the Tobacco Control Commission, the Tobacco Association of
Malawi (TAMA), and other associations.

4.10. Malawi is among the world's top exporters of burley tobacco; it also produces flue-cured and
dark-fired tobacco. Malawi also imports tobacco, mainly from Mozambique and Zambia, for
processing and then re-export.

4.11. Over the review period (from 2016), tobacco's economic importance has been declining due
to, inter alia, the globally declining consumption of cigarettes.!?2 Malawi has been facing anti-tobacco
smoking legislation adopted by other countries. The Tobacco Control Commission regulates the
tobacco industry.13 One company, Nyasa Manufacturing Industries, currently produces cigarettes in
Malawi. Partly reflecting tobacco exports' dwindling performance, Malawi enacted its Cannabis
Regulation Act, 2020 in February 2020, to "decriminalize" the cultivation, production, procession,
storage, distribution, and use of cannabis for medicinal, industrial, and scientific use.14

4.12. Sugar has become Malawi's second-most-important foreign exchange earner in some years,
a place traditionally held by tea (Chart 4.1). Malawi produces both raw sugar and refined sugar.
Production is dominated by Illovo Sugar Malawi Ltd, a subsidiary of the Illovo Sugar Group based in
South Africa. Malawi benefits from preferential market access under the GSP schemes offered by
several countries (Section 2.3.2).

4.13. Livestock production accounted for about one third of agricultural GDP.1> It remains at the
subsistence level. The Government has been promoting its development via measures to encourage
better animal management practices, disease control, and breeding and feeding programmes. 16

4.14. Agro-processing is an important component of manufacturing and is identified as one of the
priority sectors (those with good opportunities and high potential to succeed in the regional and
international markets) in Malawi's National Export Strategy II (2021-2026) (NES II) (Section 2.2).%7
In agro-processing, black tea in bulk, vegetable oils, residues, and waste of food industries (oilseed
cake), sugarcane and sugar-based products, spirits and beverages, and honey are priority products.

4.15. The main challenges facing the agriculture sector include natural disasters and pests!8; limited
access to inputs and technology such as seeds, fertilizers, and farming machinery; limited access to
agricultural credit, particularly for small-scale farmers; poor infrastructure including power supply
and transport networks, storage facilities, feeder roads, and irrigation systems; and farmers' small
farm sizes and their weak linkages to markets. The fast population growth is another reason for
Malawi's severe land pressure. The Government has been implementing various policies and
strategies to promote the development of the agriculture sector (Section 4.1.1.3).

11 African Development Bank (2022), Malawi: Country Diagnostic Note.

2 A, Wineman, L. Chilora, and T.S. Jayne (2021), Trends in Tobacco Production and Prices in Malawi,
MwAPATA Institute Working Paper No. 21/02.

13 For the regulatory framework of tobacco, see: Tobacco Commission, Our Tobacco, Our Economy.
Viewed at: https://tc.mw/; and WTO documents WT/TPR/S/231/Rev.1, 14 July 2010 and
WT/TPR/S/335/Rev.1, 1 August 2016.

14 Cannabis Regulation Authority.

5 National Livestock Development Policy.

6 African Development Bank (2022), Malawi: Country Diagnostic Note.

17 Government of Malawi, National Export Strategy II (2021-2026).

8 For example, Cyclone Idai in March 2019 resulted in a 4,000 ha land loss due to erosion, while
farming land attacked by fall armyworm increased from over 227,000 ha in FY2019/20 to 296,000 ha in
FY2020/21, and then fell to 217,734 ha in FY2021/22. (MOA, Agriculture Sector Performance Report,

July 2020-June 2021; and Agriculture Sector Performance Report, July 2021-June 2022).
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4.1.1.3 Regulatory, institutional, and policy developments

4.16. The Ministry of Agriculture (MOA) is responsible for administering and enforcing several pieces
of legislation on agriculture, some of which were amended or promulgated during this review
period.'® They include the Agriculture (General Purposes) Act, most recently amended in 2017; the
Agriculture (General Purposes) (Minimum Prices for Agricultural Crops) Regulations, 2020; the
Fertilizer Act, 2023; and the Irrigation Act, most recently amended in 2017.

4.17. The main policy document guiding agricultural development is the National Agricultural Policy
(NAP) 2016-20.2° It aims to shift Malawi's agriculture from subsistence farming to non-traditional,
high-value agriculture that could be integrated into regional value chains, through the development
of sustainable agricultural production and productivity; sustainable irrigation; mechanization of
agriculture; food and nutrition security improvement; agricultural commercialization; agro-
processing and value addition; and sustainable management of land, water, and other natural
resources. The authorities indicate that the MOA is in the process of building an NAP II for the period
2023-30, which is awaiting stakeholders' validation and may be launched in 2024.

4.18. The National Agricultural Investment Plan (NAIP) (2017/18-2022/23)2! set similar objectives.
The NAIP was built on Malawi's Agriculture Sector Wide Approach (ASWAp), as well as the
Comprehensive Africa Agriculture Development Programme (CAADP) at the pan-African level, to
operate the NAP by guiding investment focus.

4.19. From 2010 to 2015, the ASWAp was Malawi's umbrella programme for prioritized investments
in agriculture. The ASWAp-Support Project II was concluded in 2023; it intended to facilitate the
development of the National Agriculture Management Information System (NAMIS), an integrated
web-based information management system aiming at ensuring farmers' access to timely market
information. The authorities indicate that the NAMIS is still being developed.

4.20. At the regional level, African Heads of State and Government signed a declaration on
agriculture and food security in Maputo, Mozambique, in 2003. The Maputo Declaration called for a
pan-African programme that led to the establishment of the CAADP in the same year. As requested
by the CAADP, its signatory countries must allocate a minimum of 10% of the national budget to
agriculture, aiming to raise agricultural productivity by at least 6% from 2023 to 2025.22 Malawi's
public spending on agriculture reached 16% of the total government budget in FY2022/23, much
higher than CAADP's requirement.?3

4.21. Other major agricultural policy documents include:

. Agricultural Sector Food and Nutrition Strategy (2020-2024)24: calls for diversifying the
food supply (away from maize) to address hunger and malnutrition;

o National Livestock Development Policy (2021-2026)25: shifts the focus from increasing
livestock numbers to enhancing productivity by improving, inter alia, animal health;

19 FAO, FAOLEX Database - Malawi. Viewed at: https://www.fao.org/faolex/country-profiles/general-
profile/en/?iso3=MWI.

20 Ministry of Agriculture, Irrigation and Water Development (2016), National Agriculture Policy 2016.
Viewed from the Centre for Environmental Policy and Advocacy (CEPA) website:
https://cepa.rmportal.net/Library/government-publications/national-agriculture-policy-
2016/view#:~:text=The%?20National%20Agriculture%?20Policy%20(NAP,productivity%2C%20and%20real %20
farm%320incomes.

21 FAO (2018), National Agricultural Investment Plan (NAIP). Viewed at:
https://faolex.fao.org/docs/pdf/miw190532.pdf.

22 African Union Development Agency - New Partnership for Africa's Development (AUDA-NEPAD),
CAADP. Viewed at: https://www.nepad.org/caadp/overview.

23 Government of Malawi, Budget Statement 2022/23, p. 32.

24 Government of Malawi (2020), Agriculture Sector Food and Nutrition Strategy (ASFNS), 2020-2024.
Viewed at: https://faolex.fao.org/docs/pdf/miw214496.pdf.

25 Ministry of Agriculture (2021), National Livestock Development Policy, 2021-2026. Viewed at:
https://faolex.fao.org/docs/pdf/miw214429.pdf.
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o National Irrigation Policy (2016): aims for a better exploitation of the irrigation potential
of Malawi's largely rain-fed crop production to raise productivity; and

. National Fertilizer Policy (2021)2%: intends to ensure affordable access to and use of
quality fertilizers, especially for small-scale farmers.

4.22. According to the authorities, progress has also been made on the drafting of, inter alia, the
National Horticultural Policy, and the National Agriculture Extension and Advisory Policy.

4.23. The key measures to achieve Malawi's agricultural policy objectives include tariffs (Table 3.1),
import surcharges, input subsidies, price support, strategic food reserves, and export restrictions.
While many agricultural products are subject to import surcharges, excise duties, and excise stamp
affixation requirements (Section 3.1.4), many are also exempt from customs and excise duties and
VAT (Sections 3.3.1 and 3.1.4). According to the authorities' response to Members' questions at the
time of the previous Review, the VAT exemption extends to imported agricultural goods.2”

4.24. In accordance with Malawi's (NES II), several agricultural commodities are on the list of export
promotion (Section 2.4) with the intention to move away from traditional export products
(e.g. tobacco, cotton, coffee, tea, and sugar) to food crops, edible nuts, soya, legumes, oilseeds,
fruits and vegetables, maize seeds for sowing, and high-value horticulture, as well as livestock (meat
and poultry) and new crops such as industrial hemp and medical cannabis.28

4.25. The authorities indicate that the MOA has been promoting these exports through initiatives
such as mega farming (for industrialization and commercialization). It is also developing an
agriculture diversification strategy with a view to increasing productivity and hence food security.

4.26. The MOA has been implementing a number of (partly) donor-funded projects such as the
Agriculture Infrastructure and Youth in Agri-business Project??; the Sustainable Agricultural
Production Programme3?; the Shire Valley Transformation Project3!; and the Rural Irrigation
Development Programme.32 In particular, under the Malawi 2063 First 10-Year Implementation Plan
(MIP-1) covering the period between 2021 and 203033, the Government has been implementing the
Agriculture Commercialization Project3* with a view to achieving commercial agriculture by
establishing mega farms.3>

4.27. Malawi has pending notifications concerning domestic support and export subsidies. The last
two notifications to the Committee on Agriculture were submitted in 20173%: one referred to the
Fertilizer Input Subsidy Programme (FISP) for FY2015/16 and FY2016/17 (all such support was
exempted from reduction commitments under the Agreement on Agriculture), while the other stated
that Malawi did not apply any export subsidies to agricultural products subject to reduction
commitments in 2016.

26 Ministry of Agriculture, National Fertilizer Policy.

27 WTO document WT/TPR/M/335/Add.1 , 14 June 2016.

28 National Export Strategy II.

29 AfDB, Malawi — Agricultural Infrastructure and Youth in Agri-business Project. Viewed at:
https://projectsportal.afdb.org/dataportal/VProject/show/P-MW-AAZ-004.

30 IFAD, Sustainable Agricultural Production Programme. Viewed at:
https://www.ifad.org/en/web/operations/-/project/1100001534# :~:text=This%20programme%20will%?20
concentrate%20on,food%2Dcrop%20yields%20in%20Malawi.

31 World Bank, Shire Valley Transformation Program - Phase 1. Viewed at:
https://projects.worldbank.org/en/projects-operations/project-detail/P158805. This 14-year (2018-31)
programme has a total budget cost of USD 563 million.

32 AfDB, Programme for Rural Irrigation Development. Viewed at:
https://www.ifad.org/en/web/operations/-/project/1100001670.

33 National Planning Commission, Malawi 2063 First 10-Year Implementation Plan (MIP-1). Viewed at:
https://npc.mw/mip-1-3/.

34 World Bank, Malawi Agricultural Commercialization Project. Viewed at:
https://projects.worldbank.org/en/projects-operations/project-detail/P158434.

35 African Development Bank (2022), Malawi: Country Diagnostic Note.

36 WTO documents G/AG/N/MWI/8 and G/AG/N/MWI/9, 22 March 2017.
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4.1.1.3.1 Border policy

4.28. Tariffs remain an essential instrument in the agriculture sector. Applied MFN tariffs on
agricultural products averaged 17.7% in FY2023/24, down from 18.8% in FY2015/16, although a
strict comparison is not possible due to nomenclature changes (Table 3.1). MFN tariff rates range
from zero to 25%. Among the 988 tariff lines (at the HS 8-digit level) of agricultural products, the
highest rate, at 25%, applies to 59% of them on an MFN basis; these products may enter Malawi's
market duty-free if they are imported from SADC and COMESA members. The importation of 11%
(108 lines at the HS 8-digit level) of products in terms of agriculture tariff lines are duty-free.

4.29. Malawi signed several regional trade agreements and maintained bilateral trade agreements,
with a view to increasing market access for its products and facilitating trade (Section 2.3.2.1).37

4.30. Import surcharges are applied on certain goods, including agricultural commodities, from all
trading partners, including those that have signed RTAs with Malawi. The surcharge does not extend
to domestic production (Section 3.1.5).

4.31. As at the time of the previous Review, almost all agriculture and food imports remain subject
to mandatory Malawi Bureau of Standards (MBS) inspection and pay an import quality monitoring
inspection fee (Section 3.3.2.2), and all imported agriculture commodities must be accompanied by
a non-GMO certificate (Section 3.3.3.1). Malawi does not recognize international test certificates.
Importers of fertilizer must pay MBS for the analysis of every imported consignment, which increases
production costs for farmers.

4.32. Malawi imposed a ban on maize from Kenya and Tanzania in December 2023, for SPS
reasons.38 The authorities indicate that the ban was lifted in early 2024.

4.33. Import licences, issued by the Ministry of Trade and Industry based on recommendation
letters from the MOA, are required for the importation and exportation of a number of agricultural
commodities (Section 3.1.5), with a view to providing a guarantee for food security as well as the
health and safety of people, animals, and plants. It seems that the problems identified at the time
of the previous Review remain, i.e.the operation of the licence system is regressive and
discriminates against small traders and small farmers3®, as applications must be made in person in
urban centres due to the lack of an online application system.4® However, these problems could be
resolved by operationalizing the national single window (Section 3.1.1).

4.34. Malawi may prohibit, through non-automatic licensing requirements, the exportation of maize
for food security reasons. Export bans on maize have been in place in most years since 2005; the
ban was (partially) lifted in 2021.%! Such export bans tend to drive down domestic prices and may
lead to smuggling. There has also been substantial informal cross-border trade in maize, as well as
other commodities, between Malawi and Mozambique*?, between Malawi and Tanzania, and between
Malawi and Zambia.43 At the time of Malawi's previous Review, the authorities provided their reasons
for the export ban: export maize at the time of natural disasters would leave Malawians hungry, as
the Government had been facing foreign exchange shortages and was unable to import maize to
cover the gap in domestic demand.**

37 MOA (2020), Agriculture Sector Performance Report, July 2020-June 2021.

38 Food for Mzansi (2024), "Malawi's Maize Woes Escalate as Nation Leans Towards SA", 8 January.
Viewed at: https://www.foodformzansi.co.za/malawis-woes-escalate-as-nation-leans-towards-sa/.

3% World Bank (2014), Republic of Malawi - Diagnostic Trade Integration Study Update. Viewed at:
https://openknowledge.worldbank.org/server/api/core/bitstreams/68bfb9c1-9c7a-54ef-9627-
2ccc987f21e2/content.

40 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

41 Malawi Investment and Trade Centre (n.d.), "Ministry Lifts Maize Export Ban". Viewed at:
https://www.mitc.mw/index.php/media-centre/latest-news/197-maize-export-ban.html.

42 IFPRI (2021), "Informal Maize Exports Up 125% (The Nation)", 3 September. Viewed at:
https://www.ifpri.org/news-release/informal-maize-exports-125-nation.

43 FEWSNET and WFP (2019), "Informal Cross-Border Trade in Southern Africa", 11 March. Viewed at:
https://reliefweb.int/report/zambia/informal-cross-border-trade-southern-africa-january-2019.

44 WTO document WT/TPR/M/335/Add.1, 14 June 2016.
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4.35. Malawi adopted the new Control of Goods Act, 2018 and the related "export mandate"
regulations of 2021.4> Export mandate means that exports must be transacted through a structured
market, such as a commodity exchange or a licensed trading floor, which is intended to promote
transparency and help ensure export proceeds are repatriated. The new regulations apply to maize,
rice, oilseeds, and legumes (beans and peas). The Agricultural Commodity Exchange for Africa
(ACE), established in 2006, and the AHL Commodity Exchange (AHCX), established in 2013, manage
these commodities.*®

4.36. Export mandates have a long tradition in Malawi for exports of green leaf tobacco
(unprocessed tobacco). All tobacco sales must pass through the marketplace of Auction Holdings Ltd
(AHL); direct exports are not permitted. No export mandate exists for tea. Tea sales for export
outside the Limbe auction predominate, either through direct sale or at the Mombasa auction.

4.37. A number of agricultural products, such as maize, maize meal, rice, sorghum, soya beans,
cotton lint and seed, and oil seeds and residues from oil seeds, are subject to export permit
requirements (Section 3.2.3).

4.38. Malawi also:

o Signed an MOU and proposed a bilateral trade agreement with South Sudan on
10 June 2021 for exporting beans, cooking oil, cowpeas, groundnuts, Irish potatoes,
maize flour, poultry products, rice, soybeans, sugar, and tea;

o Signed an MOU with India in 2021 to export 50,000 MT of pigeon peas per year; and

. Proposed a bilateral agreement with the Democratic Republic of the Congo to export
various products including chicken. This bilateral agreement has not been signed.

4.1.1.3.2 Domestic programmes
Input subsidies

4.39. Malawi has reformed and enhanced its input subsidy scheme. Since 2020, the Affordable
Inputs Programme (AIP) has replaced the FISP, which was implemented from 2005 to 2020.4” The
main differences between these two programmes are the following:

e FISP aimed to increase maize production and productivity for smallholder farmers.
It provided maize seed and fertilizer and, in some instances, additional vouchers for
tobacco fertilizers. AIP aims to enhance agriculture production and diversification. It
reaches more farmers than those under the FISP, with maize seed, fertilizers, legumes,
and goats.

e FISP targeted 50% of productive poor households*8, and reached around 900,000 farmers.
AIP targets productive poor farmers with land and labour. It reached over 3.8 million
beneficiaries in the first year (FY2020/21), 1.5 million in FY2021/22, 2.5 million in
FY2022/23, and 1.5 million in FY2023/24. The target for FY2024/25 is 1.05 million, as
some farmers will graduate from the programme. In FY2020/21, MWK 160.2 billion was
allocated to the AIP, with MWK 132.7 billion for fertilizer subsidies, MWK 24.3 billion for
seed subsidies, and MWK 3.2 billion for logistics.

4> Control of Goods Act, 2018. Viewed at: https://malawilii.org/akn/mw/act/2018/15/eng@2018-06-29;
and Control of Goods (Export Mandate) Regulations, 2021. Viewed at:
https://malawilii.org/akn/mw/act/gn/2021/32/eng@2021-06-04/source.pdf.

46 IFPRI (2017), The Case for Structured Markets in Malawi. Viewed at: https://massp.ifpri.info/files/
2017/08/MaSSP-Policy-Note-29 The-case-for-structured-markets-in-Malawi-revised-11.1.17.pdf.

47 The FISP was notified as exempt from reduction commitments under Article 6.2 of the Agreement on
Agriculture. WTO document G/AG/N/MWI/9, 22 March 2017.

48 These refer to households headed by a Malawian who owns and cultivates land, vulnerable
households including guardians of physically challenged persons, and households headed by females, orphans,
or children. One beneficiary per household.
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4.40. The MOA administers the AIP. It subsidizes fertilizers (one 50 kg bag of urea and one 50 kg
bag of NPK (nitrogen, phosphorus, and potassium) per farm household) at a flat price of MWK 4,495
each, down from a market price at about MWK 15,500; and seeds (5 kg pack of hybrid maize, or
7 kg pack of open-pollinated variety maize, sorghum, or rice per farm household) at MWK 2,000,
down from a market price of about MWK 6,000.4°

4.41. Under the AIP, the modalities changed from a voucher system to an electronic input
redemption system with the help of an AIP App. Beneficiary identification and selling of subsidized
inputs takes place at the community level.

4.42. Some of the main implementation challenges include those on fiscal sustainability and those
on administration:

o Fiscal sustainability - The switch to the AIP involved quadrupling input subsidy
expenditure from FY2019/20 to FY2020/21, from MWK 40 billion to MWK 160 billion.
The scheme accounted for about 60% of the agricultural budget allocations in
FY2020/21, raising questions regarding the sustainability of the policy.>°

o Administration — The shortage of inputs, the existence of counterfeit fertilizers on the
market, and some beneficiaries selling (rather than using) their subsidized inputs>! all
add to supply-chain difficulties.

4.43. The impact of the AIP seems debatable. The African Development Bank's (AfDB) report stated
that the cost of the subsidy programme crowded out public investment in other areas critical for the
development of agriculture, such as irrigation development, climate-smart agriculture, and soil and
water management.>2

4.44. The authorities state that they have been reforming the AIP programme, by having a National
Integrated Social Safety Net Programme that uses a unified beneficiary register with a view to reduce
duplication of access to benefits. The Government plans to phase out the AIP by, inter alia, moving
farmers with low incomes to social protection and those with relatively higher incomes to commercial
agriculture programmes.>3

Price support

4.45. The MOA sets minimum farm gate prices for 23 agricultural commodities every year>*, in
accordance with the Agriculture (General Purposes) (Minimum Prices for Agricultural Crops)
Regulations, 2020. These commodities include beans, groundnuts, maize, millet, rice, soybeans, and
sunflowers. The minimum farm gate prices are determined by the production cost, market forces,
price trends for the previous years, and export parity price, and through consultations with key
stakeholders.>> A markup of 30% is factored in as well.

4% MWAPATA Institute (2021), The 2020/21 Affordable Inputs Program: Key Implementation Issues and
Messages. Viewed at: google.com/url?sa=t&rct=j&g=&esrc=s&source=web&cd=&ved=2ahUKEwjvvuPIr8W
BAxUVh OHHfuuC9YQFnoECA8QAQ&url=https%3 A%2F%2Fageconsearch.umn.edu%2Frecord%2F329245%2F
files%2FPolicy%2520brief12AIP%2520review%2528101021%2529.pdf&usg=A0vVaw3aNuR1INFHNUMoWbQIYI
AfE&0pi=89978449.

50 IMF (2021), Malawi: Staff Report for the 2021 Article IV Consultation, IMF Country Report
No. 21/269. Viewed at:_https://www.imf.org/en/Publications/CR/Issues/2021/12/17/Malawi-2021-Article-1V-
Consultation-Press-Release-Staff-Report-and-Statement-by-the-511105.

51 DevEx (2022), "Can Malawi's Agricultural Inputs Programme Improve Food Security?", 9 February.
Viewed at: https://www.devex.com/news/can-malawi-s-agricultural-inputs-programme-improve-food-security-
102499; and MwAPATA Institute (2021), The 2020/21 Affordable Inputs Programme: Key Implementation
Issues and Messages.

52 African Development Bank (2022), Malawi: Country Diagnostic Note.

53 IMF (2023), Malawi: Second Review Under the Staff-Monitored Program with Executive Board
Involvement and Request for an Arrangement Under the Extended Credit Facility, IMF Country Report
No. 23/375. Viewed at: https://www.elibrary.imf.org/view/journals/002/2023/375/002.2023.issue-375-
en.xml.

54 The authorities indicate that in FY2023/24, on an exceptional basis, 19 agricultural commodities had
minimum farm gate prices; some products were removed as their output level is low.

55 MOA, Agriculture Sector Performance Report, July 2020-June 2021, p. 67.
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4.46. In practice, it seems that market prices for many agricultural products are below the minimum
farm gate prices set by the Government. The authorities are of the view that this reflects, in general,
inadequate enforcement mechanisms®® due to the Agricultural Development and Marketing
Corporation's (ADMARC) financial constraints (see below). The authorities indicate that the MOA has
been continuously monitoring the implementation of farm gate prices and intends to review the
methodology for setting these prices.

Agricultural Development and Marketing Corporation (ADMARC)

4.47. ADMARC is a commercial parastatal whose operations were suspended in 2022 due to its
poor performance. It resumed operations in FY2023/24 after the Government reviewed the
company, which led to a lower number of employees and the removal of its social functions. The
authorities consider that ADMARC is now business-oriented.

4.48. Before 2022, ADMARC's operations included domestic and international trade (buy and sell)
of agricultural commodities produced by smallholders for the 23 agricultural commodities that are
subject to minimum farmgate prices. It is also responsible for the storage (it owns most of the
storage facilities for food crops) and agro-processing of rice milling, cotton lint ginning, and sale of
farm inputs (e.g. fertilizer, seeds, pesticides, and cotton seeds recently). Additionally, it is now
planning to start producing maize flour.

4.49. For maize, ADMARC also sets retail price ceilings to ensure that prices are affordable to the
general public.

National Food Reserve Agency (NFRA)

4.50. The NFRA manages Malawi's strategic grain reserves.>” The purchase target for the FY2024/25
season is 82,000 tonnes of maize, at a purchase price of MWK 650 per kg (about USD 500 per
tonne). Its storage capacity is about 287,000 tonnes. In surplus years, the NFRA has been a major
buyer on the domestic market. In the FY2022/23 budget, the Government allocated MWK 12 billion
(about USD 10.8 million) for the purchase of maize by the NFRA and ADMARC on the domestic
market. This budget went up to MWK 22 billion in FY2024/25. Official grain reserves are for both
emergency and non-emergency situations. In emergencies, grain reserves are released for free
distribution.

4.51. According to a World Bank study, ADMARC and the NFRA often fail to procure maize directly
from farmers at harvest time when the price is low. Instead, they have been purchasing from private
traders later in the season when prices go up. This unnecessarily higher purchase price may oblige
the Government to subsidize ADMARC when it sells maize at a pre-capped retail price later in the
season.?® The authorities state that this has been addressed by changing the financial year from
July-June to April-March. Hence, ADMARC and the NFRA could get a budget earlier so that they could
purchase maize at harvest time.>?

4.1.2 Forestry

4.52. The forestry sector contributed about 0.1% to gross value added over the review period.
Forests, including both government plantations and common property on customary land, are
generally managed by the State. The Department of Forestry, under the Ministry of Natural
Resources and Climate Change, collects revenues from the sale of logs and firewood, royalties, and
licence fees. The rural population depends heavily on forest resources for their livelihood.

56 MOA, Agriculture Sector Performance Report, July 2021-June 2022, p. 49.

57 National Food Reserve Agency. Viewed at: https://www.nframw.com/.

58 World Bank (2017), From Falling Behind to Catching Up: A Country Economic Memorandum for
Malawi. Viewed at: https://documentsl.worldbank.org/curated/en/164281510135924764/pdf/A-country-
economic-memorandum-for-Malawi.pdf.

59 In addition, the authorities also indicate that the moisture content requirement for storage facilities
has been revised so that ADMARC and the NFRA could purchase maize earlier and dry it in the storage
facilities.
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4.53. Deforestation is a serious problem, driven by, inter alia, high population pressure and
agricultural expansion; food insecurity, which leads to unsustainable management of forest
resources; heavy dependence on biomass as a source of energy for cooking, heating, and drying
tobacco leaves; and a lack of secure land tenure.

4.54. Malawi adopted a revised National Forest Policy in 20168°, which aims to conserve, establish,
protect, and manage trees and forests for sustainable development. A National Forest Strategy Plan
2023-30 is in the pipeline. The National Charcoal Strategy (2017-27), and the National Forest
Landscape Restoration Strategy (2017) were also issued. The Government is addressing
deforestation by planting trees in state-owned forests and exploring alternatives to firewood, such
as liquified petroleum gas (LPG) (Section 4.2.1).

4.55. The average applied MFN tariff on wood, paper, and furniture is 16.1% in 2023, with rates
ranging from zero to 25%. All types of wood have a 50% export duty (Section 3.2.2). Raw round
hardwood and hardwood timber are prohibited from exportation (Section 3.2.3).

4.56. Malawi had a trade deficit of wood, paper, and furniture products from 2016 to 2022, with an
import value several times higher than the export value. Its main import items were pulp, paper,
and printed matter (accounting for an average of 91% of total wood, paper, and furniture imports,
or an average of 9% of total merchandise imports). In comparison, the main export items were
wood and wood products (82% of total wood, paper, and furniture exports, or an average of 1.1%
of total merchandise exports). In 2022, its primary import sources were South Africa, the
United Kingdom, and China, while its main export destinations were Tanzania, South Africa, and
Zimbabwe.

4.1.3 Fisheries
4.1.3.1 Main features and recent developments

4.57. The fisheries sector contributed, on average, 1.3% to GDP between 2017 and 2022 and plays
an essential role as a source of employment, animal protein, income, and biodiversity. Fishing is
mainly artisanal and small scale.®! The sector directly employs about 65,000 fishers, who use mainly
artisanal fishing methods. Over 500,000 people are involved in fish processing, marketing, boat
building, and engine repair. About 90% of the catch originates from Lake Malawi.

4.58. Although water bodies cover 20% of the country, the export value of fish and fisheries
products is much smaller than the import value (about 7% on average) (Table 4.1). Ornamental fish
exports account for the largest share of fish exports, while its export value has generally increased
despite being volatile over the review period.

Table 4.1 Fish imports and exports, 2016-22

USD '000
Of which,
Imports Exports ornamental fish exports
2016 2,713 212 54
2017 4,296 256 72
2018 9,426 358 125
2019 22,216 470 128
2020 6,286 199 128
2021 5,988 389 243
2022 2,192 387 123

Source: Information provided by the authorities, and UN Comtrade database.
4.1.3.2 Regulatory, institutional, and policy developments

4.59. The authorities identified the following challenges facing the fisheries sector:

60 Malawi Government (2016), National Forest Policy. Viewed at:
https://faolex.fao.org/docs/pdf/miw190487.pdf.

61 FAO, Fishery, and Aquaculture Country Profiles - The Republic of Malawi. Some relatively large-scale
fishing takes place in the south of Lake Malawi.
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° Inefficiencies in data collection;

o Intermittent fuel supply and the consequent increase in operating costs;

o Foreign exchange shortages;

o Low adoption of fish farming due to lack of information, poor fisheries extension

services, feed adulteration, poor fingerling quality, low water quality, and high
construction costs;

o Natural disasters linked with environmental degradation, such as cyclones; and
. Low participation of the private sector due to its lack of scale.

4.60. To ensure the sustainable utilization of fisheries resources and enhance aquaculture, the
Department of Fisheries (DOF) issued a National Fisheries and Aquaculture Policy (NFAP 2016) and
a Fisheries Master Plan (2012-2022). Under the Ministry of Natural Resources and Climate Change,
the DOF is responsible for formulating and implementing policies to regulate the fisheries sector.

4.61. The primary legislation regulating the sector remains the Fisheries Conservation and
Management Act, 1997, and the Fisheries Conservation and Management Regulations, 2000. The
authorities state that this Act is long overdue for review. The DOF submitted draft amendments to
the Ministry of Justice in 2023. Under the Fisheries Conservation and Management Regulations,
2000, there are three types of fishing licences: commercial, subsistence, and sport fishing.
Foreigners may only engage in sport fishing (Section 10(2)(a)).

4.62. At the border, the average applied MFN tariff on fish and fish products is 15.8%, with rates
ranging from zero to 25%. The authorities state that import permits (issued by the Department of
Animal Health and Livestock Development in collaboration with the DOF) are required for all fish and
fish products, based on sanitary grounds, while sanitary certificates issued by the MBS are required
for export permits.

4.63. The authorities state that importing "exotic" live fish species is prohibited, as introducing new
species into the lake may affect local ones.

4.64. Starting in FY2022/23, a monitoring system was introduced, and vessel monitoring gadgets
were installed on commercial fishing vessels on Lake Malawi to improve data collection and control
illegal, unreported, and unregulated (IUU) fishing.

4.65. Under the guidance of the NFAP, the DOF has been implementing various plans to promote
aquaculture development and diversification in capture fisheries and fish farming, conserve
freshwater biodiversity, increase resistance to natural disasters, and improve the financial inclusion
of marginalized rural women. These projects are funded by the Government or national, regional,
or international organizations. They cover the National Aquaculture Development Project from
2023-2028; the Sustainable Fisheries, Aquaculture Development, and Watershed Management
project; the Chipoka Port Fisheries and Aquaculture Infrastructure Development Project; the
Restoring Fisheries for Sustainable Livelihoods in Lake Malawi Project; the Post-Cyclone Idai
Emergency Recovery and Resilience Project; the Modernized Climate Information and Early Warning
Systems Project; the Shire Valley Transformation Programme; the Building Climate Change
Resilience in the Fisheries Sector in Malawi programme; the Aquaculture Value Chain Project; the
Lake Chirwa Basin Programme; and the Promoting Women Entrepreneurship in Sustainable Energy
Value Chains programme.

4.2 Mining and energy

4.2.1 Mining and quarrying

4.66. From 2016 to 2022, Malawi's mining and quarrying accounted for an average of 0.7% of GDP.
Coal, dimension stones, gemstones, iron ore, limestone, phosphate, rock aggregates, and uranium

are among those minerals with economic potential in Malawi. From 2016 to 2022, output quantities
of many minerals fluctuated, while that of coal showed a general upward trend (Chart 4.3). Uranium
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mining and production stopped in 2014; according to the authorities, Malawi's only operational mine,
Kayerekera Uranium Mine, was placed on "care and maintenance" then due to "globally dwindling"
uranium prices. In March 2020, Lotus Resources Ltd bought the uranium mine from Paladin Africa
Ltd (both are Australian corporations) and has been working to restart mining operations.

2016 2017 2018 2019 2020 2021 2022

Chart 4.3 Output quantities of selected minerals, 2016-22
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Source: WTO Secretariat, based on data provided by the authorities.

4.67. Despite its mineral endowments, Malawi has a mineral trade deficit. From 2016 to 2023, its
imports of minerals accounted for about 4% of total merchandise imports, while its exports declined
from 3.9% to 0.6% of total merchandise exports.®2 In 2023, mineral imports were valued at
USD 128 million, more than 20 times the value of mineral exports (USD 6.1 million), according to
the UN Comtrade database. Major sources of mineral imports during the review period include
Zambia (30.3% of Malawi's total mineral imports), South Africa (19%), and India (9.3%), while the
main export destinations were Zambia (65.4% of Malawi's total mineral exports), Mozambique
(19.2%), China (4.5%), and Tanzania (4.4%).

4.68. Before 2019, the mining sector was governed mainly by the Mines and Minerals Act, 1981,
under which the ownership and control of minerals were vested in the President on behalf of the
people. This Act was repealed and replaced by the Mines and Minerals Act, 2019, which stipulates
that mineral resources under or upon any land or waters in Malawi are vested in the Republic.
The 2019 Act also made the following changes, among others:

o Removed ministerial discretion to award mineral rights by setting up a Mineral
Resources Committee (MRC) in 2019 to assess applications for and advise the Minister
on mineral tenement decisions. The Act also established an institutional framework for
issuing and managing mineral rights by defining the roles of, inter alia, the
Commissioner for Mines and Minerals, the Director of Mines, and the Registrar of Mineral
Tenements.

) Introduced a retention licence (RL) to secure the tenure of an exploration licence (EL)
for up to five years after the EL expires. An RL has a maximum term of five years and
is granted to a holder of an EL upon presenting justifications for not being able to
commence mining operations for reasons such as unfavourable market conditions,
financing challenges, and bottlenecks in obtaining requisite government permits or
licences. Additionally, the applicant must provide a comprehensive exploration plan for
the retention period.

. Introduced a binding Community Development Agreement (CDA) between communities

62 Definition for "mineral products": Chapter 27 (except 2709, 2710, 2716), Chapters 25-26,
Chapters 68-70 (except 7019.11-7019.13, 7019.61, 7019.63-7019.69), headings 7101, 7102
(except 7102.39), 7103, 7104, 7105, and 7113-7117 (except 7115.10).



WT/TPR/S/460 ¢ Malawi

-84 -

and large-scale mine operators. Under the CDA, large-scale mine operators must
commit at least 0.45% of the annual gross sales revenues to the affected community's
socio-economic development and general welfare.

o Introduced a requirement for medium- to large-scale mining operators to provide
"financial assurance" for mine closure and rehabilitation works. This so-called
"Environmental Bond" serves as a commitment by the operator/investor to carry out
rehabilitation works, exempting the Government from bearing the financial burden
(Section 274 of the Mines and Minerals Act, 2019).

4.69. The authorities state that this 2019 Act was repealed by the Mines and Minerals Act, 2023.
The 2023 Act introduced the Mines and Minerals Regulatory Authority, which will regulate mining
and mineral resources through licensing, inspecting mining operations, and advising the Minister
responsible for mining on policy matters. The authorities indicate that this regulator will be
operational in 2024.

4.70. Under the 2019 Act, the Government may acquire a free equity ownership of up to 10% in a
mining project that has a large-scale mining licence. The 2023 Act removed this 10% limit. Instead,
it stipulates that the Government has the right, but not the obligation, to acquire a free equity
ownership interest in any mining project subject to a large-scale mining licence.

4.71. Other relevant laws include the Petroleum (Exploration and Production) Act, 1983; the
Environment Management Act, 2017; the Taxation Amendment Act, 2016; the Explosives Act, 1968;
the Occupational Safety Health and Welfare Act, 1997; the Public Health Act, 1948; the Public
Finance Management Act, 2022; the Public Procurement and Disposal of Assets Act, 2017; and the
Corrupt Practices Act, 1996.

4.72. The Ministry of Mining was established in 2020 to ensure the sustainable development and
utilization of mineral and petroleum resources. This Ministry comprises two technical departments:
the Department of Mines and the Geological Survey Department (GSD). The Department of Mines
promotes sustainable exploitation and management of mineral and petroleum resources, whereas
the GSD is mandated to collect, assess, disseminate, and archive all geoscientific data related to
Malawi's geology, geohazards, and mineral resources.

4.73. The Government's strategy on the mining sector is contained in Malawi 2063, which prioritized
mining as one of the key sectors for economic growth under Pillar 2 (Industrialization) with the
following broad objectives:

° Develop high-value mines by better utilizing geoscientific data and through public-
private partnership (PPP);

o Promote value addition;

) Improve the use of minerals in the production of industrial products such as steel, as
well as productivity-enhancing equipment and materials;

) Better regulate artisanal and small-scale mining operations and enforce health and
safety protocols; and

. Regularly conduct geophysical exploration of rare earth elements, base metals, and
other industrial minerals to support local manufacturing industries.

4.74. Malawi 2063 Vision succeeded the Malawi Growth and Development Strategy (MGDS) III
(2017-2022), which outlined several strategies to increase the mining sector's contribution to
Malawi's socio-economic development. The MGDS III followed the Mines and Minerals Policy, 2013,
whose goal was to transform Malawi from an agro-based to a mineral-based economy. The Ministry
of Mining's Strategic Plan for 2022-2027 is the roadmap towards promoting sustainable development
of the mineral sector to stimulate exports and contribute to import substitution by, inter alia,



WT/TPR/S/460 ¢ Malawi

-85 -

involving the private sector, including major investors and artisanal and small-scale miners, in this
initiative.53

4.75. Over the review period, the Government started the establishment of:

o A national mining company - the first SOE in the mining sector - to explore and develop
mineral resources through PPPs; and

. A mineral processing and analytical laboratory complex in Lilongwe. Currently,
infrastructure construction has been completed. Procurement of equipment and
accreditation is underway.

4.76. Malawi uses a concessional model for solid minerals (and a production-sharing model for
petroleum projects). Additionally, a large-scale mining licence applicant may negotiate a Mining
Development Agreement (MDA) with the Government; the MDAs may have better terms regarding
incentives.

4.77. The Ministry of Mining began using the Mineral Rights Cadastre System (MRCS) in 2018 to,
inter alia, provide transparency, efficiency, and accountability in the allocation of mining rights and
licences by allowing for online application and processing of mining licences and monitoring and
tracking of mining activities. The Government aims to attract investment, create jobs, and maximize
the benefits of the mining sector for the economy by streamlining the administrative processes
involved in mining actions and reducing bureaucracy.

4.78. To operate in Malawi, a foreign investor must first register in Malawi®* and obtain a certificate
of incorporation. Then, it applies for an investment certificate from the Malawi Investment and Trade
Centre (MITC), where the minimum investment capital requirement applies (USD 50,000)
(Section 2.4). Next, it submits a mineral rights application together with the application fee to the
Registrar of Mineral Tenements at the Ministry of Mining, which grants mining licences following
recommendations from the MRC.

4.79. Licensing fees are the same for foreign and domestic applicants, except for the Reserved
Mineral Licence®®>, where application fees are MWK 50,000 for Malawians and MWK 300,000 for
foreigners. The Artisanal Mining Permit is reserved for Malawian citizens or companies 100% owned
by Malawians (Part X).6®

4.80. In 2023, the average applied MFN tariff on mining and quarrying goods was 12.8%, with rates
ranging from zero to 25%. The importation of mining equipment is duty-free and VAT exempted
(Section 3.3.1).%7 Minerals and mineral products are subject to royalties, with rates ranging from
5% on low-value minerals, such as those used in industrial and construction, to 10% on high-value
minerals, such as precious metals and precious stones. In addition, higher rates are applied to
unprocessed minerals. There is no export duty for minerals and mineral products, while export
permits are required for certain gemstones and scrap metal (Section 3.2.3).

4.2.2 Energy

4.81. The sector is mainly regulated under the Energy Regulation Act, 2004; the Liquid Fuels and
Gas (Production and Supply) Act, 2004; the Petroleum (Exploration and Production) Act, 1983; the
Electricity Act, 2004; the Electricity Amendment Act, 2016; and the Rural Electrification Act, 2004.

4.82. The Ministry of Energy, established in 2020, is responsible for formulating and coordinating
energy policies, plans, and information communications; providing rural electrification services;
providing alternative energy and energy conservation services; and coordinating R&D in the sector.
It is technically responsible for, inter alia, the Electricity Supply Corporation of Malawi (ESCOM)

63 Ministry of Mining, Strategic Plan 2022-2027.

64 Government of Malawi: https://mbrs.gov.mwy/.

55 Mines and Minerals Act No. 8 of 2019, Part XI, Sections 210-220.

66 Mines and Minerals Act No. 8 of 2019, Part X, Sections 199-209.

57 For example, the lifting, handling, loading, or unloading machinery (HS 84.28); the bulldozers,
mechanical shovels, excavators etc. (HS 84.29); and the moving, grading, levelling, scraping, excavating,
tamping machines (HS 84.30) are all subject to zero-rate import tariff.
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Limited; the Electricity Generation Company (EGENCO); the Malawi Energy Regulatory Authority
(MERA), the sectoral regulator; and the National Oil Company of Malawi (NOCMA).68

4.2.2.1 Hydrocarbons

4.83. Biofuels, including biomass, are a major source of energy supply and a major component of
energy consumption (Chart 4.4). The authorities define biofuels as predominantly wood and charcoal
and some bagasse and ethanol. Reliance on biofuels, to a large extent, is attributed to a lack of

affordable and reliable alternatives.®?

Chart 4.4 Total energy supply and total final energy consumption, 2020

Total energy supply Total final energy consumption
3.3% 0.9% 3.6% . 0.9%
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85.7% 85.6%
Total: 4,909.2 ktoe Total: 4,337.7 ktoe
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Source: Information provided by the authorities.

4.84. Using sugarcane molasses and jatropha plants (the two components of biofuel) to produce
bioethanol and biodiesel, respectively, may increase the risk to food security.”® The reliability of
supply remains an issue for biofuel production in Malawi, mainly due to the insufficient supply of
molasses. Hence, the Government set a target to shift energy sources away from biofuels to
electricity, liquid fuels, and renewables.’! Indeed, the National Energy Policy, 2018 targets increased
access to "affordable, reliable, sustainable, efficient and modern energy for every person in the
country".”?

4.85. Malawi does not produce crude oil and hence does not export it. As the country does not have
domestic refining facilities”3, it has to import refined petroleum oil. In 2023, Malawi's imports of
refined petroleum oils accounted for 18.6% of total merchandise imports, much higher than 10% in
2016 (Chart 1.7). Its export of petroleum oils is almost negligible.

4.86. The NOCMA, which owns, operates, and maintains national strategic fuel reserves, also
imports refined petroleum oils. The Petroleum Importers Limited (PIL), a consortium of foreign-
invested oil marketing companies (OMCs), together with other domestically owned OMCs, also
imports refined petroleum oils.”* The PIL is a private company jointly owned by four large fuel
distributors.”> OMCs deal with retailing refined petroleum oils through a franchising system.

8 Ministry of Energy, Who We Are. Viewed at: https://www.energy.gov.mw/company/.

69 Government of Malawi, National Energy Policy of 2018. Viewed at: https://npc.mw/wp-
content/uploads/2020/07/National-Energy-Policy-2018.pdf.

70 Government of Malawi, National Energy Policy of 2018.

7L WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

72 Government of Malawi, National Energy Policy of 2018.

73 Government of Malawi, National Energy Policy of 2018.

74 Government of Malawi, National Energy Policy of 2018.

75 IMF (2023), Country Report No. 23/375. Viewed at: https://www.imf.org/en/Publications/CR/
Issues/2023/11/22/Malawi-Second-Review-Under-the-Staff-Monitored-Program-with-Executive-Board-
Involvement-and-541708.
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4.87. Retail prices are under a ceiling set by MERA using an Automatic Pricing Mechanism (APM);
according to the National Energy Policy, this is to ensure that the OMCs can recover their costs. The
APM links pump prices (i.e. retail prices) to procurement costs (i.e. in-bond landed cost (IBLC)) and
exchange rate movements with a £5% trigger band. Hence, price adjustments are triggered when
the IBLC of a petroleum product increases or decreases by more than 5%, with the exchange rate
movement factored in. The authorities state that the multi-sector Energy Pricing Committee (EPC)
of MERA meets monthly to assess changes in the agreed parameters that constitute the IBLC and
the value of the kwacha against the US dollar. The last price adjustment was implemented in
November 2023, when the currency was devalued by 44%.

4.88. When the IBLC increase is within this £5% trigger band, a Price Stabilization Fund (PSF) helps
to cushion price changes. The PSF is set at 5% of the IBLC and is managed by MERA. It compensates
fuel importers for importation losses within the trigger band. If importers realize importation gains
(when the IBLC falls), they remit funds to the PSF. The PSF stabilizes pump prices by collecting and
disbursing funds from and to importers when they incur gains and losses.

4.89. The Government set a target in 2018 to double its strategic fuel reserve by 2026 to enhance
Malawi's fuel security. Under the Liquid Fuels and Gas (Production and Supply) Regulations, 2009,
commercial operators are required to hold 30 days of minimum reserve stocks. The doubling of
strategic fuel reserves would ensure a 60-day supply by NOCMA, leading to a 90-day fuel supply.
The authorities indicate that this 90-day stock cover has not yet been achieved. Currently, Malawi
has a storage capacity of 60 million litres, covering 35 days of fuel consumption if operated at the
maximum capacity.

4.90. Companies must obtain corresponding licences from MERA to import, produce, store,
transport, wholesale, and retail fuels. Foreign investment is allowed in the energy sector, although
the Secretariat does not have information on licensing requirements.

4.91. Malawi also imports LPG. According to the National Energy Policy, LPG importation,
distribution, wholesale, and retail are operated by the private sector and regulated by MERA. LPG
has been mainly used for cooking and heating.’® The authorities state that Malawi currently
consumes around 2,847 MT of LPG annually. LPG imports originate mainly from South Africa (54.1%
of total LPG imports), Mozambique (22.9%), and Tanzania (20.8%).

4.92. Malawi does not import natural gas. According to the National Energy Policy, Malawi is
preparing to import natural gas from its neighbouring countries (e.g. Mozambique and Tanzania),
which have large deposits of natural gas and are planning to extract.””

4.93. Petroleum companies are typically subject to corporate income tax, excise duties, withholding
tax, and other levies specific to the oil and gas industry, such as the Energy Regulation Levy
(MWK 15/litre), the Road Levy, the MBS Cess (MWK 3/litre), the Rural Electrification Levy (4.5% on
all energy sales), the Distribution Margin Fund (MWK 7.08/litre), and the SFR Levy (MWK 10/litre).
In 2019, the Government introduced a carbon tax at MWK 5 per litre on domestic pump purchases
of diesel or petrol’® (Section 3.1.4). The authorities indicate that the Government is amending the
Income Tax Act to include special taxation procedures for petroleum operations.

4.94. At the border, the simple average tariff on energy products was 7.3% in 2023, ranging from
zero to 20%. Petroleum products are subject to export licensing requirements (Section 3.2.3).

76 Government of Malawi, National Energy Policy of 2018.

77 Government of Malawi, National Energy Policy of 2018.

78 According to the 6™ schedule to the Customs and Excise (Tariffs) Order 2022, in addition to the pump
purchase of diesel and petrol, the carbon tax is also chargeable for foreign registered motor vehicles with a
temporary importation permit, and for motor vehicles in transit with a transit document.



WT/TPR/S/460 e Malawi

- 88 -

4.2.2.2 Electricity

4.95. Malawi is facing severe electricity shortages. According to the AfDB, the country had an
installed electricity supply of 402.5 MW against a demand of 864 MW in 2022.7° According to the
authorities, the electricity supply reached 550.4 MW in 2024. The percentage of people with access
to electricity reached 25.8% in 2024, up from 14.9% in 2020 and 11% in 2016.8°

4.96. Low power generation capacity has resulted from the ageing of power stations and hence poor
grid stability, climate change (including low rainfall patterns), deforestation and the link with siltation
of water intakes at hydropower stations, low funding, inadequate transmission and distribution
capacity, and a lack of a national energy statistics database.8!

4.97. In 2022, hydropower generated 62% of electricity, while solar contributed 19%, thermal
diesel®? supplied 12%, and imports accounted for 6% (Chart 4.5). According to the authorities,
Malawi imports electricity from Zambia. It seems that Malawi is moving towards an interconnected
space with Mozambique.

Chart 4.5 Electricity supply, 2022
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Source: African Development Bank (2022), Malawi: Country Diagnostic Note. Viewed at:
https://www.afdb.org/en/documents/malawi-country-diagnostic-note-cdn-october-2022.

4.98. The Government set a target to generate 1,000 MW of electricity and achieve 100% electricity
access by 2030. To achieve these targets, various reforms have been conducted and initiatives
implemented, including, in particular, the opening up of power generation to private investors
in 2017, under the Electricity Amendment Act, 2016.

4.99. Following the unbundling of ESCOM in 2004 into two companies, one responsible for power
generation (EGENCO) and the residual (ESCOM) for transmission and distribution, there had not
been any private participation in power generation.®3 The opening of power generation to private
investors in 2017 has brought several independent power producers (IPPs) into the sector. For
example, JCM Power Ltd, Serengeti, Cedar Power, and Mulanje Hydro started generating power in
Malawi, collectively adding 112 MW of generation capacity. The authorities state that they are all
foreign companies. The Government also signed Power Purchase Agreements with several potential
investors in green energy generation.

4.100. To operate as an IPP, the applicant must be licensed by MERA. IPPs must sell their production
to ESCOM at a price set or approved by MERA. ESCOM remains the single buyer of electricity
generated throughout the country.

79 African Development Bank (2022), Malawi: Country Diagnostic Note.
80 World Bank, DataBank - World Development Indlcators Malawi - Access to Electricity. Viewed at:

81 African Development Bank (2022), Malawi: Country Diagnostic Note.
82 Thermal diesel generators are run by the Electricity Generation Company of Malawi (EGENCO).
83 National Energy Policy 2018, p. 11.
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4.101. Electricity tariffs vary by type of consumer and contract. At the time of the previous Review,
Malawi's electricity tariffs were among the lowest globally and too low to encourage investment in
the sector.8* The authorities state that there has not been any change to the tariff-setting
mechanism. As at the time of the previous Review, industrial consumers pay higher tariffs. MERA
approves tariffs proposed by ESCOM, which sets them based on long-run marginal cost estimations,
revenue requirements, and "social objectives".®> In case the impact of variations in the exchange
rate and inflation exceeds 5%, an automatic tariff adjustment mechanism kicks in. MERA approved
a total tariff increase of 31.8% by ESCOM for 2018-22.

4.102. Initiatives to increase power generation also include implementing the Mpatamanga Hydro
Power Project, which is projected to have a 351 MW generation capacity and is scheduled for
completion in 2028. The Government is trying to diversify energy sources away from hydropower,
which is facing difficulties caused by droughts and low water levels. Against this backdrop, the
Government designated the Kamwamba coal-fired power plant to produce 300 MW of electricity.

4.103. To increase access to electricity, the Government plans to connect 30% of households
through grid connection while the remaining 70% will be connected by off-grid power solutions by
2030. The Ministry of Energy is carrying out the Malawi Electricity Access Project, aiming to connect
180,000 households to grid electricity, 200,000 households to off-grid electricity via solar systems,
and the various Mini-Grid projects including the Malawi Rural Electrification Project, the Access to
Renewable Energy Project, and the African Mini-Grid Project. The Ministry also developed the
Integrated Energy Planning Tool®®, which helps the Government identify the most cost-effective
electrification solutions in Malawi's various regions.

4.3 Services

4.104. Services contribute more than half of Malawi's GDP, although its share declined from 56%
in 2017 to 51% in 2023. Wholesale and retail trade and repair of motor vehicles and motorcycles
remain the largest contributor, accounting for an average of 12.7% from 2017 to 2023, followed by
real estate, renting, and business activities (6.7%) and financial services (6.4%). Malawi's GATS
commitments are described in its previous Review.8”

4.3.1 Financial services

4.105. During the review period, financial services continued to be one of the fastest-growing
services sectors, registering an average annual growth rate of 5.5% from 2018 to 2022.

4.106. According to the authorities, no distinction exists between foreign and domestic banking and
insurance entities in Malawi, as the licensing requirements are the same.

4.107. Under the Financial Services Act, 2010, the Registrar of Financial Institutions (RFI) is the
regulatory authority for all licensed financial institutions in Malawi. Other sector-specific legislation
includes the Banking Act, the Insurance Act, the Microfinance Act, the Credit Reference Bureau Act,
the Pensions Act, the Securities Act, and the Financial Cooperatives Act.88

4.108. In 2016, the Payment System Act was promulgated to provide for the Reserve Bank of
Malawi's (RBM) oversight of payment, clearing, and settlement systems.8 Given that Malawi is an
LDC and many areas in the country have limited traditional banking infrastructure, the Government

84 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

85 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

86 Energy Planning tool at: https://malawi-iep.sdg7energyplanning.org/.
87 WTO document WT/TPR/S/335/Rev.1, 1 August 2016.

88 Malawi Legal Information Institute. Viewed at: https://malawilii.org.
89 Reserve Bank of Malawi, Payment Systems Reports.
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has been trying to enhance mobile money, mobile banking, e-money, and other electronic payment
methods.®® The COVID-19 pandemic and the lockdowns also accelerated the move to e-payments.°!

4.109. In this regard, the RBM, working with relevant stakeholders such as the Malawi
Communications Regulatory Authority (MACRA), the United Nations Capital Development Fund
(UNCDF), and financial institutions, continues to upgrade its payment system infrastructure to
ensure efficient and secure electronic transactions. These upgrades include introducing instant
payments and transaction settlements, interoperability of systems, and cross-border payments.
Regulations on an e-money directive, an interoperability directive, and the deployment and usage
of electronic payment channels were introduced. The authorities indicate that these are essential
aspects of financial inclusion. Further, in August 2018, the Minister of Finance issued a Gazette notice
on simplified customer due diligence, allowing financial institutions to accept simplified identification
documents in low-value financial services such as basic savings, basic banking credit, ordinary
farmer accounts, mobile banking, mobile money, and microcredit. The authorities consider that
these steps promote financial inclusion as well.

4.110. The development of e-payment, however, also creates channels for illegal and irregular
externalization of forex and other forms of financial crimes.®2 The Financial Intelligence Authority
(FIA) hence was established under the Financial Crimes Act (FCA), 2017 to prevent and combat
financial crimes including money laundering and terrorist financing. In addition to the FCA 2017,
other primary legislation on financial crimes includes the Anti-Money Laundering and Combating the
Financing of Terrorism and Proliferation Financing Guidelines, 2018; the Financial Crimes
(Money Laundering) Regulations, 2020; and the Companies (Beneficial Ownership) Regulations,
2022.93 In 2023, the FCA, the Penal Code Act, and the Financial Crimes (Suppression of Terrorist
Financing and Proliferation) Regulations were amended.

4.3.1.1 Banking

4.111. In 2023, the banking sector comprised eight banks, of which four were privately owned
domestic banks and the other four foreign-owned, accounting for 48.6% and 41.4% of the banking
sector's total assets, respectively.®* No commercial bank is under state control. The two largest
banks (one domestic, one foreign) dominate the banking sector, accounting for 45.3% of total
assets, 46.6% of total deposits, 48.4% of total loans, and 57.5% of total capital. The banking sector
had 121 branches in 2023, an increase from 116 branches in 2021.

4.112. Over the review period, the sector remains financially sound, as exemplified by capital
adequacy ratios and earnings and profitability indicators (Table 4.2). Despite having sufficient
liquidity, the sector faces deterioration in asset quality. In particular, non-performing loans (NPLs)
have generally been above the recommended limit of 5%. According to the RBM, this was largely
attributed to the slow economic recovery from the COVID-19 pandemic.

%0 Mobile money is "a financial service using mobile money accounts typically offered by a mobile
network operator (MNO) or another entity in partnership with an MNO". For mobile money, "a bank account is
not needed". Mobile banking is "the use of an application on a mobile device to execute banking services". IMF
(2021), Is Mobile Money Part of Money — Understanding the Trends and Measurement, IMF Working Paper
WP/21/177, p. 5. Viewed at: https://www.elibrary.imf.org/view/journals/001/2021/177/article-A001-en.xml.

E-money is the electronic alternative to cash. It is the monetary value stored electronically on, for
example, pre-paid cards, e-wallets, or web-based services such as PayPal, and is used for making payments.
Electronic payments take the form of, inter alia, credit and debit cards, mobile payment apps, digital wallets,
online payment gateways, cryptocurrencies, and contactless payment cards (Ibid).

1 Financial Intelligence Authority (FIA), Money Laundering Trends and Typologies Report,

July 2020-March 2022.

92 Financial Intelligence Authority (FIA), Money Laundering Trends and Typologies Report,
July 2020-March 2022.

93 The Financial Crimes (Money Laundering) Regulations, 2020 and the Companies (Beneficial
Ownership) Regulations, 2022 aim to ensure criminals are prevented from holding (or being the beneficial
owners of) a significant or controlling interest, or holding a management function, in a financial institution or a
designated non-financial business and profession.

%4 Reserve Bank of Malawi (2023), 2022 Annual Report. Viewed at:
https://www.rbm.mw/Publications/AnnualReports/.
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Table 4.2 Selected banking sector soundness indicators, December 2019-December 2023

%
2019 2020 2021 2022 2023

Capital adequacy

Regulatory Tier One capital to risk-weighted assets 17.0 17.7 17.5 19.0 18.1
Total regulatory capital to risk-weighted assets 21.0 21.4 21.2 22.4 20.7
Total regulatory capital to total assets 13.9 13.3 12.1 12.5 11.3
Earnings and profitability

Return to assets 2.7 3.4 3.4 4.2 5.1
Return to equity 20.4 25.5 26.0 33.1 39.5
Liquidity

Liquid assets to deposits and short-term liabilities 59.2 52.4 53.2 53.2 54.7
Total loans to total deposits 53.9 51.3 48.0 42.9 38.6
Asset quality

NPL to gross loans and advances 6.3 6.4 4.5 6.3 6.1

Source: IMF (2023), Malawi: Second Review Under the Staff-Monitored Program with Executive Board
Involvement and Request for an Arrangement Under the Extended Credit Facility, IMF Country
Report No. 23/375. Viewed at: https://www.elibrary.imf.org/view/journals/
002/2023/375/002.2023.issue-375-en.xml. Data for December 2023 are from RBM (2024), Financial
Stability Report - Dec 2023, and data provided by the authorities.

4.113. Bank loans to community, social, and personal services increased seven times from 2018
to 2022, while other loans covered mainly wholesale and retail trade; agriculture, forestry, fishing,
and hunting; and manufacturing (Chart 4.6).°>

Chart 4.6 Distribution of loans by sector, 2018-22
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Source: WTO Secretariat, based on Reserve Bank of Malawi (2023), 2022 Annual Report. Viewed at:
https://www.rbm.mw/Publications/AnnualReports/.

4.114. Banks are regulated under the Bank Act, 2010 and the Financial Services Act, 2010, by the
RBM (with the Governor of the RBM designated as the RFI). The RFI issues banking licences.
Licensing and minimum capital requirements (MWK 10 billion for a bank) are the same for foreign
and domestic banks. Foreign applicants must prove the bank is "in good standing" with its home-
country supervisor.°® The authorities state that foreign banks are allowed to set up subsidiaries in
Malawi, and there are no particular equity or other restrictions on foreign banks.

4.115. The banking sector continues its efforts to promote mobile money and mobile banking
services. The authorities state that the number of mobile money subscribers increased from
10.7 million in December 2021 to 12.7 million in December 2023, of which male subscribers
accounted for 58.7% and female for 41.3%. Mobile banking subscribers increased to 1.6 million in

%5 Reserve Bank of Malawi (2023), 2022 Annual Report.
%6 RBM, Application for Banking Licence, Section 4 Banking Act 2009.
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December 2023, up 39% from the December 2021 level. Mobile network operator (MNO)-led mobile
money agents rose to 331,317 in December 2023, up by 112.6% from December 2021. By contrast,
the total number of subscribers for Internet banking decreased by 7.9% from 287,003 in 2021 to
264,438 in 2023.

4.116. The Government introduced a "bank supernormal profits tax" in FY2023, which is an
additional income tax of 10% for bank profits above MWK 10 billion. Hence, banks with profits below
MWK 10 billion continue to be taxed at 30%, while those above MWK 10 billion are taxed at 40%. It
seems that this measure is to be reviewed in the next fiscal year.%”

4.3.1.2 Insurance

4.117. Insurance penetration in Malawi remains low: 1.24% on 30 September 2023, despite the
relatively fast increase in gross premiums over the review period (Chart 4.7). The sector is currently
made up of one reinsurance company, eight general insurance companies®®, and six life insurance
companies, as well as reinsurance brokers, insurance brokers, insurance agents, claims settling
agents, and insurance loss assessors/adjustors.9?

Chart 4.7 Gross premiums for general and life insurers, 2018-22
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Source: Reserve Bank of Malawi (2023), 2022 Annual Report. Viewed at:
https://www.rbm.mw/Publications/AnnualReports/.

4.118. Four of the six life insurers were licensed to underwrite all classes of life insurance business,
while the remaining two were licensed exclusively for group risk businesses. Four of the six life
insurers have foreign ownership and jointly account for 98% of the total assets of the life insurance
sector. Two of the eight general insurance companies are foreign subsidiaries, accounting for 22.2%
of total assets.

4.119. The life insurance sector remains concentrated: the two largest insurers (NICO Life and Old
Mutual Life) accounted for 86.7% of the gross premiums written in 2022. The general insurance
sector is less concentrated, with the largest three (NICO General Insurer, Britam Insurance, and
Prime Insurance) accounting for 58% of gross premiums. 100

4.120. Under the Insurance Act of 2010, the RBM is the regulator of the insurance sector in Malawi.
Foreign insurers may establish subsidiaries in Malawi. The authorities indicate that the requirements
(including minimum capital requirements) are the same for local and foreign insurers, provided that
the foreign insurer is incorporated locally. Minimum capital requirements are MWK 1 billion for life

97 IMF (2023), IMF Country Report No. 23/375, p. 67.

%8 As of December 2023, two general insurance companies had inadequate capital, with solvency below
the minimum requirement. RBM, Financial Stability Report — Dec 2023.

% RFI, Insurance - Overview.

100 Reserve Bank of Malawi (2023), 2022 Annual Report.
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insurance, MWK 750 million for general insurance, MWK 1,500 billion for reinsurance, and
MWK 20 million for insurance brokers.101

4.121. Composite insurance (a company that provides both life and general insurance) remains
prohibited. Third-party liability motor vehicle insurance remains compulsory, while under the Pension
Act, 2023 (Section 14), group life insurance for all employers is also compulsory. The authorities
state that insurance premiums are currently not regulated by the Government and are set by
insurance companies.

4.3.1.3 Microfinance and financial cooperatives

4.122. Microfinance refers to the provision of limited financial services to low-income individuals
and small, informal businesses.'92 In accordance with the Microfinance Act, 2010, microfinance
institutions are regulated by the RFI. In 2023, 133 microfinance institutions operated in Malawi.
They are grouped into a deposit-taking subsector, with five deposit-taking institutions (DTIs) (2 DTIs
were undercapitalized as of June 2024); a non-deposit-taking sector, with 13 non-DTlIs;
77 microcredit agencies (MCAs); and 38 financial cooperatives. The 77 MCAs do not take deposits,
while the 38 financial cooperatives take saving deposits. According to the Financial Cooperatives Act,
2011, certain financial cooperatives, called Savings and Credit Cooperatives (SACCOs), are regulated
by the RFI. The Malawi Union of Savings and Credit Cooperatives (MUSCCQO) supervises some
financial cooperatives that are incubated for a maximum of three years.

4.123. In 2022, the performance of microfinance institutions and financial cooperatives remained
sound, with adequate assets.l93 Although the number of clients served by microfinance DTIs
decreased by 37.9% from 2021 to 117,478, the number served by microfinance non-DTIs increased
by 29% from 2021 to 346,019. The authorities note that between 2021 and 2022, the economy was
hit by the COVID-19 pandemic, which led to the closure of many businesses and the unemployment
of many people. Demand for loans increased. Clients withdrew deposits from DTIs and borrowed
from non-DTlIs.

4.3.1.4 Capital market

4.124. Malawi's capital market remains small. Fourteen domestic and two foreign companies were
listed on the Malawi Securities Exchange (MSE). In 2022, 3 brokerage firms, 2 collective investment
schemes, 11 investment advisers, 4 transfer secretaries, and 7 portfolio managers operate in
Malawi.%4 They are all governed under the Securities Act, 2010.

4.125. Total market capitalization reached MWK 3,348 billion in 2022.195 Although this is much
higher than the value in 2018 (MWK 1,285 billion), it is less than half of the value in 2015
(MWK 7,522 billion).1% The authorities indicate that the reduction was caused by the management
separation and delisting of one company - the Old Mutual Group (Old Mutual Plc (OML)) - from 2016
to 2018.107

4.3.2 Telecommunications services
4.3.2.1 Information and communication technology (ICT)
4.126. The ICT sector, comprising both telecommunications and broadcasting services, is guided

by the National Digitalization Policy, 2023, a successor to the 2013 National ICT Policy. This 2023
Policy aims to foster the development of the ICT industry. Other relevant policies include the National

101 RFI, Licensing Regime.

102 RFI, Microfinance — Overview.

103 Reserve Bank of Malawi (2023), 2022 Annual Report.

104 Reserve Bank of Malawi (2023), 2022 Annual Report.

105 Reserve Bank of Malawi (2023), 2022 Annual Report.

106 Reserve Bank of Malawi (2023), 2022 Annual Report; and WTO document_ WT/TPR/S/335/Rev.1,
1 August 2016.

107 Based on a decision made in 2016, the OML was separated into four standalone companies. After the
management separation in 2018, the OML was delisted from the MSE, while Old Mutual Limited (OMU) was
listed on the MSE. The OML had a market capitalization of MWK 6,906 billion in 2015, and the OMU had a
market capitalization of MWK 9 billion in 2018.
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ICT Masterplan, 2014-2031; the Public Service ICT Standards; the Malawi Digital Government
Strategy, 2019; the Malawi Digital Economy Strategy, 2021; and the National Cyber Security
Strategy, 2019.108

4.127. Malawi 2063 recognizes the ICT sector as key to its inclusive wealth creation. This was
reiterated in its first 10-Year Implementation Plan (MIP 1).1%° From 2018 to 2022, the ICT sector's
contribution to GDP increased from 5.5% to 6.1%.!1% Investment in ICT focuses on connecting
fibre-optic cables and mobile towers for devices. As a landlocked country, Malawi is connected to
the international fibre network in Mozambique, South Africa, Tanzania, and Zambia through the
SEACOM (a private company) and Eastern African Submarine Cable System (EASSy) networks.111

4.128. Challenges facing the ICT sector include vandalism of telecommunication equipment,
inadequate distribution and high cost of ICT services and equipment, poor Internet and IT support
infrastructure, and inefficient regulatory framework.112 The Government prioritizes enhancing ICT
infrastructure, delivering communication network facilities and digital services to all Malawians,
cultivating digital skills among personnel, digitalizing services, fortifying the legal and regulatory
framework, and establishing a secure cyberspace accessible to all.

4.129. Major legislation is the Communications Act, 1998, most recently amended in 2016, which
mandated the establishment of the MACRA as the sectoral regulator. MACRA, under the Ministry of
Information and Digitalization, is responsible for licensing relevant service operators, resolving
disputes, approving tariffs, setting interconnection rates, and monitoring and promoting competition
among operators. The Ministry oversees the development of the sector.

4.130. Compared with the 1998 Communications Act, the 2016 Act introduced a four-tier
converging licensing framework for telecommunications services. The licences are categorized as
network services licences, network facilities licences, content (broadcasting) services licences, and
application services licences. The 2016 Act also introduced regulations to manage competition,
interconnection, tariffs, universal service and access, and more promotion and protection of
consumer rights.

4.131. The authorities recognize that, given the fast-evolving landscape, several laws and
regulations do not adequately support foreign investment. For example, the Communications Act,
2016 changed the ownership restriction of foreign investment: a foreign investor's share in voting
shares or paid-up capital in content service is limited to 20%, down from 40% under the 1998 Act.
According to the authorities, this serves to promote Malawians' participation in ICT investment. In
addition, foreign companies seeking to provide electronic communications services in Malawi must
have a minimum of 20% local shareholding. This was extended to the suppliers of satellite services.
The authorities state that this requirement may function as a foreign investment barrier as very few
locals have the required capital. According to the authorities, the Communications Act, 2016 is being
amended!!3, and the mandatory 20% local ownership requirement is to be removed. Currently, in
practice, MACRA seeks waivers to freeze the application of this requirement.

4.132. Another important piece of legislation that entered into force in 2016 is the Electronic
Transactions and Cybersecurity Act. It gives equal recognition to electronic transactions and paper-
based transactions. It also covers domain name management and e-governance, as well as
criminalizes cyber offences. The Act is undergoing review. Apparently, the Government has the
intention to replace this Act with the following legislation:

o The Cyber Security Bill aims to address cybersecurity matters, including critical
information infrastructure, and establish a National Cybersecurity Authority. It is
awaiting final validation.

108 Ministry of Information and Digitalization, National Digitalization Policy 2023-2028.

109 Ministry of Information and Digitalization, National Digitalization Policy 2023-2028.

110 Ministry of Information and Digitalization, National Digitalization Policy 2023-2028.

111 Ministry of Information and Digitalization, National Digitalization Policy 2023-2028.

112 Ministry of Information and Digitalization, National Digitalization Policy 2023-2028.

113 The amendment Bill was submitted to the Ministry of Information and Digitalization for onward
transmission to the Ministry of Justice, the Cabinet, and the Parliament.



WT/TPR/S/460 ¢ Malawi

- 905 -

o The Cybercrimes and Electronic Evidence Bill aims to address cyber offences in
accordance with international best practices and the Budapest Convention. It is awaiting
final validation.

° The Data Protection Act, coming into force on 3 June 2024, aims to protect citizens'
sensitive data and address confidentiality and security issues.

o The Digital Innovation and Entrepreneurship Bill proposes establishing a fund to support
local innovation and entrepreneurship in digital markets via fiscal and non-fiscal
incentives.

o The Digital Government Act is to be enacted to set up a standalone Malawi IT Authority.

4.133. Telecommunications and broadcasting service providers are subject to various taxes and
fees (Table A3. 1). They remain subject to the airtime excise duty (10%) (Section 3.1.4.3). At the
time of the previous Review, MACRA expressed that this excise duty further contributed to the
already high costs of Internet and data services in Malawi, and the authorities have been debating
whether to remove it.1'* The Government announced in the 2023 budget that this excise duty is to
be reduced to 5%; however, this reduced rate was later reversed and has not been implemented.

4.134. Imports of ICT equipment are subject to a 0.5% MBS's quality development cess
(Section 3.3.2) while most imports of ICT equipment and all imports of SIM cards enter Malawi
duty-free.

4.3.2.2 Telecommunications

4.135. Malawi's ranking in the Network Readiness Index 2023 is low: 121st out of the
134 economies. Its main strength relates to governance, while technology is the weakest link.11>
Over the review period, mobile cellular and broadband subscriptions increased rapidly (Chart 4.8).
In the second quarter of 2023, the 4G network was available to about 75% of the population, a fast
increase from 15.8% in 2016.

114 WTO document WT/TPR/M/335/Add.1, 14 June 2016.
115 portulans Institute, Network Readiness Index: Malawi. Viewed at:
https://networkreadinessindex.org/country/malawi/.
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Chart 4.8 Telecom, 2016-23 (Q2)
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4.136. The penetration rate for the fixed-line market remains low; in 2023, the number of fixed-line
subscribers was less than 1 per 100 households. Malawi Telecommunications Limited (MTL) is the
only fixed-line telecommunications services provider. The authorities state that licences are
technology-neutral; hence, all licensees may provide fixed-line services.

4.137. According to the authorities, Malawi has four mobile phone operators: Airtel Malawi, Telecom
Networks Malawi (TNM), MTL, and Access Communications. Among the four, Airtel Malawi is 80%
owned by Bharti Airtel (an Indian company) and 20% locally owned, while the other three are 100%
Malawian-owned. According to a report by MACRA, in October 2021, Airtel (60.1%) and TNM
(39.8%) collectively held 99.9% of market shares both in terms of the number of subscribers and
in revenues, while Access Communications had 0.04% of the market.116

4.138. The authorities state that Malawi has the following licensed Internet Service Providers
(ISPs): Open Connect Limited (OCL), TNM, Airtel Malawi, Simbanet, Inq Digital Malawi, and Access
Communications Limited. OCL and ESCOM continue to dominate the ISP market regarding fibre-
optic cable Internet connections.!!”

4.139. Tariffs are market-determined, although operators must inform MACRA before any price
adjustments. MACRA sets interconnection charges. Relevant authorities are drafting interconnection
regulations. Currently, the draft is undergoing consultations with stakeholders.

4.140. Number porting is permitted in Malawi to promote competition. However, this has not
happened in practice, and MACRA is developing relevant rules to guide number portability. These
rules are also at the consultation stage.

4.141. To expand telecommunications services to unserved and underserved areas, the
Government set up a Universal Services Fund (USF) under MACRA through the Communications Act.
MACRA manages the Fund, which sources from levies from communication operators. The authorities
listed the following projects in FY2023/24:

116 MACRA (2022), Market Definition and Competition Assessment for the Wholesale and Retail
Communications Services Markets in Malawi, July.

117 MACRA (2022), Market Definition and Competition Assessment for the Wholesale and Retail
Communications Services Markets in Malawi, July.
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° Connect a School Project;

o Community Broadband Networks Project (Yathu Yathu Data Operators);

o Radio Access Networks Project (Mobile Network Gap Closure);

o Public Institutions ICT Capacitation Project (TTCs, Secondary Schools, PWDs);
o Sign Language Club Formation Project (Inclusive Education Support);

o National Address System Support Project;

o Local Broadcasting Content Development Project;

o Digital Skills Project (Digital Ambassadors/Champions);

o ICT Curricula Review Project;
o Digital Platforms Development Project;
o Last Mile Mail/Courier Delivery Support Project; and

o SME Digital Skills Development Project.

4.142. According to MACRA, telecom service coverage in Malawi has been expanding through,
inter alia, infrastructure sharing, such as the co-location of equipment on cell sites.

4.3.2.3 Broadcasting services

4.143. Broadcasting services include radio and television services, as well as services distributed
over terrestrial and satellite networks. They mainly take the form of free-to-air services,
supplemented by subscription-based services.

4.144. The Malawi Broadcasting Corporation (MBC) is the only public broadcaster in the country,
funded and controlled by the Government. MBC dominates free-to-air services. It operates one TV
station (Television Malawi) and two radio channels. Other free-to-air TV stations include local
community services and religious channels.!18

4.145. Some households supplement the free-to-air TV service with subscription TV services.
According to a MACRA report, these services remain "unaffordable" and "inaccessible" to most
Malawians.!1® In recent years, the subscription TV market has been expanding, with new entrants
such as Zuku, Azam, and Star Times entering the market in 2016. Before 2016, the market was
dominated by MultiChoice Africa, which provided its service either through satellite on DStv or via
GoTV's digital terrestrial service.

4.146. The distribution of TV signals uses various technologies, such as analogue terrestrial
networks, which are mainly used by free-to-air services, digital terrestrial networks, satellite, cable
(fibre or coaxial cable), and the Internet. Malawi is in the transition process from analogue
distribution to digital terrestrial networks. Currently, the Malawi Digital Broadcast Network Ltd
dominates the market for terrestrial distribution of TV signals.

4.147. Subscription TV service providers need approval from MACRA before making price
adjustments. For example, MACRA disapproved MultiChoice Africa's decision in July 2023 to raise
tariffs; according to MACRA, MultiChoice had not consulted MACRA for this price increase decision.
The disapproval led to a temporary suspension of MultiChoice's provision of DStv services in

118 MACRA (2022), Market Definition and Competition Assessment for the Wholesale and Retail
Communications Services Markets in Malawi, July.

119 MACRA (2022), Market Definition and Competition Assessment for the Wholesale and Retail
Communications Services Markets in Malawi, July.
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August 2023.120 After MultiChoice and MACRA settled their arguments, the DStv services were
resumed in December 2023.12!

4.148. Content services are still underdeveloped in Malawi. According to the Communications Act,
"a person who is not a citizen of Malawi shall not, directly or indirectly, exercise control over content
service" (Section 104). Hence, content services are reserved for Malawians.

4.149. The Ministry of Information and Digitalization stated that the Broadcasting Policy, 2013,
which is the latest policy and is the one being implemented, is undergoing review. The authorities
state that the current Broadcasting Policy does not provide any mechanism for local TV broadcasters
to charge for their services; it does not foresee emerging technologies and alternative content
distribution platforms; and there is no guidance on regulating online content. The authorities indicate
that a new digital broadcasting policy is being reviewed before being submitted to the Cabinet for
approval.

4.3.3 Transport

4.150. Malawi's transport costs are high, which increases import prices and makes its exports less
competitive.122 The high cost reflects both Malawi's landlocked nature and lack of infrastructure.
Transport infrastructure is susceptible to the negative impacts of climate challenges, which have
increased in frequency and severity in recent years. Transportation is one of the significant
contributors to greenhouse gas (GHG) emissions.

4.151. To address the challenges and reduce transport costs, the Government, supported by the
World Bank, developed its National Transport Master Plan (NTMP) in 2017 for the period between
2017 and 2037.123 The NTMP proposed infrastructure projects in all transport subsectors in Malawi,
including road, rail, inland water, and civil aviation. To implement the NTMP, the Ministry of Transport
and Public Works developed its five-year Comprehensive Medium-Term Implementation Framework
(CMTIF) (2020-2025).

4.152. The CMTIF proposed reducing transport costs by shifting the main mode from road to rail
and inland water transport. It plans to, among other things, rehabilitate and reconstruct the 130 km
Sena Corridor rail line and key ports on Lake Malawi.'?4 Transit corridors are essential for Malawi to
engage in international trade. Malawi relies mainly on four transit corridors: Beira and Nacala in
Mozambique, Durban in South Africa, and Dar es Salaam in Tanzania.

4.153. The Government estimated that USD 9.15 billion is needed to implement the NTMP. The
Government expects funds from development partners and private sector participation via
public-private partnerships, build-operate-transfer (BOT), build-own-operate-transfer (BOOT),
concession, and privatization. The authorities prefer funding from donors particularly for corridor
projects. Several incentives are provided to boost the development of the transport sector. For
instance, customs duties and VAT are exempted for importing certain trucks, railway materials, and
some aircrafts and related equipment (Section 3.3.1).

4.154. Relevant legislation on transport includes the Road Traffic Act, 1997; the Railway Act, 2014;
the Inland Waters Shipping Act, 1995; and the Aviation Act, 1970. On 10 February 2023, the Public
Roads Act was published in the Government Gazettel??, and entered into force. The Ministry of
Transport and Public Works and the relevant departments under the Ministry remain the regulatory
authority on all modes of transport in Malawi. According to the authorities, the Civil Aviation
Authority (CAA) was established and became operational in October 2023.

120 Malawi 24 (2023), "MultiChoice Contradicts MACRA on Resumption of DStv", 11 September.

121 Malawi 24 (2023), "MultiChoice Malawi Resumes DStv Services in Malawi", 6 December. Viewed at:
https://malawi24.com/2023/12/06/multichoice-malawi-resumes-dstv-services-in-malawi/.

122 Ministry of Transport and Public Works (2023), NTMP Final Report Executive Summary. Viewed at:
https://www.transport.gov.mw/index.php/resource-centre/downloads/reports#.

123 Ministry of Transport and Public Works (2023), NTMP Final Report Executive Summary.

124 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025. Viewed at: https://www.transport.gov.mw/index.php/resource-
centre/downloads/related-documents.

125 Malawi Government Gazette, 10 February 2023.
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4.3.3.1 Land transport

4.155. Malawi's dominant mode of transport is by road, which carries 99% of passengers, 70% of
domestic freight, and 90% of international freight transport.26 Rail used to be the primary mode of
international freight transport; however, its use has declined in recent years due to, inter alia, line
closures.t??

4.3.3.1.1 Road

4.156. Paved roads accounted for 26% of the national classified road network.'28 Poor road
conditions, particularly in rural areas where there is a limited availability of all-weather roads, are
the cause of congestion and safety issues. These exacerbate the lengthy and inefficient procedures
at border crossings.12?

4.157. The Roads Authority, under the Ministry of Transport and Public Works, remains responsible
for the construction, maintenance, and rehabilitation of public roads, for which funding comes mainly
from the fuel levy administered by the Road Fund Administration (RFA). The fuel levy, currently at
11% of the purchase value at pump price, generates around MWK 39.3 billion in fiscal revenue
annually. The MWK 15 per litre included in the fuel levy goes directly to the Government's
consolidated account. The Government is considering increasing the fuel levy to 16% (raising fuel
levy revenue to MWK 57.2 billion annually).13°

4.158. Cabotage is not allowed for foreign road transporters.

4.159. The authorities state that foreign investment is allowed in road infrastructure development,
and foreign enterprises can be road transport operators. However, it seems that foreign enterprises
are not allowed to be infrastructure owners.

4.3.3.2 Rail

4.160. Malawi's railway network serves the central and southern regions of the country. More than
20% is not operational. Most of the rail network is for freight transport. Rail lines may be part of the
Nacala and Beira Corridors, with access to seaports in Mozambique, or part of the Northern Corridor
through inland water transport to connect with the TAZARA railway line to Dar es Salaam.!31

4.161. Malawi's rail network lacks extensive coverage and integration with other transport modes.
Funding is another problem for Malawi's railway reconstruction projects. Malawi has been using
concession agreements to deal with this constraint, such as the reconstruction of the rail line
between Limbe and Sandama by the concessionaire, Central East African Railways (CEAR). The
concessionaire may decide on freight tariffs but needs to notify the Government before it sets
passenger tariffs.

4.162. The Government is also in the process of "revamping" the Malawi Railways 1994 Ltd, which
has apparently been inactive for an extended period, and is expected to lead rail infrastructure
development.132

4.163. Cabotage is not allowed for foreign rail transporters.

126 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025.

127 Ministry of Transport and Public Works (2023), NTMP Final Report Executive Summary.

128 Ministry of Transport and Public Works (2023), NTMP Final Report Executive Summary.

129 Ministry of Transport and Public Works (2023), NTMP Final Report Executive Summary.

130 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025.

131 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025.

132 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025.
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4.164. Foreign investment is allowed in rail infrastructure development, and foreign enterprises
may be rail transport operators. It is not clear if foreign enterprises are allowed to be infrastructure
owners.

4.3.3.3 Inland water transport

4.165. Inland water transport is predominantly based on Lake Malawi, which is about 550 km long
and 75 km wide. It has four main ports: Chilumba, Nkhata Bay, Chipoka, and Monkey Bay. The
Government is constructing a fifth port at Likoma; the authorities indicate that the construction work
was 85% finished. Malawi's largest river, the Shire River, which is 400 km long, has the potential to
contribute more to inland water transport. Currently, there is no shipping transportation on the Shire
River. Inland water transport is entirely on Lake Malawi.

4.166. Malawi's inland water transport lacks integration with other modes of transport, and Lake
Malawi is not used to its potential. The lack of maintenance on both vessels and port infrastructure
leads to inefficiency and safety concerns, and poor navigation systems result in slow vessel speeds.
In addition, the private sector has not been able to participate successfully in this transport
subsector.133 According to the authorities, several projects have been launched to improve the
situation.

4.167. The Government made a concession arrangement in 2013 with Mota Engil, a domestic
private company, for 35 years to bring in investment for port operations. Mota Engil has the right to
finance, manage, and operate the main ports of Lake Malawi. It also has the right to build new
project facilities or provide services such as pilotage, towage, bunkering, stevedoring, cargo
handling, and warehousing. This arrangement, however, has not achieved the target of attracting
more investment, and all four main ports on Lake Malawi remain in poor condition.!34

4.168. Cabotage is not allowed for foreign vessels.
4.3.3.4 Civil aviation

4.169. Passenger and freight movement through air transport declined during the review period.
Malawi has 33 airfields, including 2 international airports (Kamuzu and Chileka), 5 secondary airports
with international access, and 26 airfields with basic airstrips on grass or low-grade materials.

4.170. The sector's development has been impeded by, inter alia, high costs of inputs such as jet
fuel, vandalism of equipment, limited funds for infrastructure maintenance, insufficient
infrastructure, including navigation aids, and a monopoly service provider in aircraft handling, air
cargo services, and provision of aircraft fuel.13>

4.171. Airports Development Limited (ADL), an SOE, provides catering services to airlines in
Lilongwe through its subsidiaries. ADL also apparently owns and manages the Kamuzu International
Airport.

4.172. The Department of Civil Aviation regulates air transport, including the management of
airports (except for Kamazu International Airport). However, the division of responsibilities between
the Department and the CAA after the latter's establishment is not clear to the Secretariat.

4.173. Malawi Airlines, the country's national carrier, is partly owned by Ethiopian Airlines (49%)
and managed by it.

4.174. At the time of the previous Review, Malawi had bilateral air transport agreements (ATASs)
with  Ethiopia, Kenya, Mauritius, Mozambique, Qatar, South Africa, Tanzania, the
United Arab Emirates, the United Kingdom, Zambia, and Zimbabwe. These agreements mostly
covered the first four freedoms. Malawi is a party to the Yamoussoukro Decision of November 1999
for the gradual liberalization of intra-Africa air transport services, under which parties shall grant

133 Ministry of Transport and Public Works (2023), National Transport Master Plan - Final Report.

134 Ministry of Transport and Public Works (2023), National Transport Master Plan - Final Report.

135 Ministry of Transport and Public Works (2021), Comprehensive Medium-Term Implementation
Framework 2020-2025.



WT/TPR/S/460 e Malawi

-101 -

fifth freedom rights to each other. It is unclear if Malawi grants fifth freedom rights to other African
countries' airlines. Information on any new ATAs signed since 2016 is not available to the Secretariat.

4.3.4 Tourism

4.175. Over the review period, the tourism sector had been on a growth trend in terms of
international tourist arrivals and earnings until 2019, when the trend was interrupted by the
COVID-19 pandemic (Chart 4.9). The sector has not recovered from the pandemic yet. In 2018 and
2019, tourism contributed to 7.3% of GDP. This contribution declined to 5.7% in 2020, 5.8% in
2021, and 5% in 2022, before it recovered a bit and reached 5.5% in 2023.136 According to Malawi's
National Tourism Investment Master Plan, tourism contributed to about 1.75% (USD 40 million) of
total export earnings in 2018 and supported 524,000 jobs, of which 228,000 were direct jobs in the
tourism sector and the rest additional indirect jobs in the tourism-related economy.!37 The tourism
sector contributed 496,200 jobs in 2022, and the number was estimated to reach 537,200 in
2023.138 In 2024, Malawi ranked 115%™ of 119 economies on the World Economic Forum Travel and
Tourism Development Index.13° In 2022, about 86% of Malawi's international tourists were from
Africa, and nearly 40% of total visitors were from Mozambique.

Chart 4.9 International tourist arrivals and earnings, 2016-22

International tourist arrivals ('000) Earnings (MWK billion)

978

2016 2017 2018 2019 2020 2021 2022 2016 2017 2018 2019 2020 2021 2022

Source: Information provided by the authorities.

4.176. The main legislation regulating tourism remains the Tourism and Hotels Act, 1968 and the
Malawi National Parks and Wildlife Act, 2016. The Tourism and Hotels Act establishes the Tourism
and Hotels Board as the licensing authority for all hotels in Malawi. According to the authorities, a
new Tourism Bill is being developed to replace the Tourism and Hotels Act, and the Bill was submitted
to the Ministry of Justice.

4.177. The Ministry of Tourism remains the ministry in charge of policy development of the tourism
sector. The Government also plans to create a "semi-autonomous" Tourism Authority as the sectoral
regulator.140

4.178. The authorities state that the registration and licensing requirements are the same for
foreign and local tourism businesses, and there are no restrictions on foreign tourism operators in
Malawi. Foreign operators dominate the international tourism market, as about 80% of tour

136 Government of Malawi, Annual Economic Report 2024.

137 Ministry of Tourism, Culture and Wildlife (2022), Malawi National Tourism Investment Master Plan
2022-2042.

138 Government of Malawi, Annual Economic Report 2024.

139 World Economic Forum (2024), Travel & Tourism Development Index 2024. Viewed at:
https://www3.weforum.org/docs/WEF Travel and Tourism Development Index 2024.pdf.

140 Government of Malawi (2019), National Tourism Policy.
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operators are foreigners. Foreign operators can operate in all protected areas, including national
parks, wildlife reserves, and forest reserves. According to the authorities, foreign tour operators may
have easier access to tourism investment incentives (Section 3.3.1) than do their local counterparts.

4.179. The authorities state that the sector has been facing the following challenges:

. Limited international, regional, and domestic air connectivity;
) Uncompetitive visa regime;
o Lack of tourism support infrastructure such as good roads to tourist destinations, water,

energy, and Internet connectivity;

o Limited tourism brand visibility in key markets;

o Limited market access for local and upcoming tourism businesses;

° Limited tourism investment;

o Limited zoned land (land zoned for tourism purposes) for tourism investment; and

o Fragmented policy environment - with multiple licensing requirements imposed by

different authorities, including the Ministry of Tourism.

4.180. The Malawi Growth and Development Strategy (MGDS) III identified tourism as one of the
priority sectors for economic growth. Malawi 2063 also considers this sector an anchor under the
Urbanization Pillar for achieving its goal of "an inclusively wealthy and self-reliant nation". Against
this background, the Government developed the National Tourism Policy in 2019 to guide the
development of and promote sustainable tourism.

4.181. To achieve this target, the Government developed the National Tourism Investment Master
Plan 2022-2042. It envisages developing a 20-year roadmap to guide investment in tourism and
related sectors and address the bottlenecks hindering its growth.
4.182. The authorities also propose measures that:
o Reduce tourism leakages by promoting increased participation of locals and local
communities in tourism and promoting linkages of tourism with other value chains such

as agriculture and manufacturing;

o Focus on regional and domestic tourist markets - according to the authorities, these
remain Malawi's "low-hanging fruit";

o Rejuvenate stagnant or declining tourist markets, especially in overseas markets;
o Build robust tourism distribution networks and promotion partnerships; and

o Facilitate joint destination marketing with neighbouring countries.
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5 APPENDIX TABLES

Table A3. 1 Tariff comparison: FY2015/16 vs FY2023/24

Number of tariff lines at the 8-digit level

WTO WTO non-

agriculture agriculture

No. of changes in duties 6,981 949 6,032

FY2023/24 tariff higher than FY2015/16 tariff 57 5 52

FY2023/24 tariff lower than FY2015/16 tariff 40 15 25

Not possible to check 295 19 276

Total 7,373 988 6,385
Note: WCO correlation tables were used to undertake this analysis. A full comparison between the two

tariff schedules was not possible, mainly due to changes in HS nomenclature and in the structure of
the tariff schedule.

Source: WTO Secretariat estimates, based on the data provided by the authorities.
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Table A4. 2 Taxes in the telecommunications and broadcasting sectors, 2023

Type of tax/fee Implemented Rate
Operators Taxes Corporation tax Yes 30%
Environmental tax No
Digital services tax No
Property transfer tax Yes 30%
Skills and development levy Yes 1% of the employee's
salary
Personal income tax on wages Yes Various rates depending
on income levels
Non-Resident Tax Yes 15% of income from a
Malawi source remitted to
persons residing outside
of Malawi
Withholding Tax Yes 20% on royalties, rents,
payments of services,
interests, commissions,
fees, and winnings to
persons exempted from
income tax or non-Malawi
residents whose income is
liable to non-resident tax
Annual Sales Turnover Tax Yes 3.5%
National Pension Scheme Yes Employer contribution
>10%
Regulatory |Annual licence fees, one-off licence fees, annual frequency spectrum fees,
fees annual international gateway fees, annual 3G spectrum fees, annual Internet
spectrum fees, annual satellite fees, annual mobile radio licence fees, and
annual broadcasting licence fees
Consumers |General VAT Yes 16.5%
taxes Malawi Bureau of Standards ICT Yes 0.5% ICT equipment
levy imported
Custom duties on SIM cards No 0%
Customs duty on ICT equipment Yes Most parts 0%
components
Special Wireless tax No
taxes Broadband tax Announced 20%
Airtime excise duty Announced 10%
International calls surcharge No
Over The Top tax No
Source: Information provided by the authorities.
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