G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

We regret that some of the pages In tHe microtfiche
copy of this report may not be up to the proper
legibility standards,even though the best possible

copy was used for preparing the master fiche




Distr.
LIMITED
q 3 L'. 3 UNIDO,/I0D. 307
UNTTED NATIONS INDUSTRIAL 17 October 1373
DEVELOPMENT ORGANIZATION ENGLISH
3
IAL DEVELCPMEN™ IN ¥ ™
SN/MLi/78/004
roductory St
by
Andres CARUSO
INDTISTRTAL PLAINER
006:¢q
* The views expressed in this paper are those of the author and do not necessarily
reflect the views of the secretariat of UNIDO. This dooument has been reproduced
without formal editing.
id.79-7641




Table of contents

1. FOREWORD
2. SUMMARY AND CONCLUSIONS
3. THE CENERAL SETTINC
3.1 - Historical background
3.2 = Geography
3.3 = Resources
3.4 - Population and employment
3.5 - Income distribution
1.6 = Main infrastructures
4. THE ECONOMIC SETTING
4 1 - Gross domestic product
4 2 - Expenditures, investments and savings
5. POREICN TRADE
5.1 = Exports
5.2 = Imports
5.3 = Main trading partners
6. THE INDUSTRIAL SETTING
€.1 = The 1973 industrial censue
6.2 ~ The current structure of the industrial sector
7. PROSPECTIVE INDUSTRIAL DEVELCPMEN™
7.1 = Scope for further industrial development
T+2 = Broad development guidelines
7.3 = Constraints to industirial development




1. FORBAORD

This is an introductory paper to a plan of industrial development
in Malawi.

The basic problem is how much of financial limited resources should
be spent to foster the secundary sector in a Country endowed with apparently

large agricultural resources.

As most often is the case, there is no ready-made answer to such

question.

Resourceless, over-populated, confusingly land-locked Malawi is
no doubt a peculiar case, commanding highest concern about perturbing
effects which an accelerated industrialization may have on its socio=-

economic equilibrium.
This paper is intended to provide a meditated approach to an optimal

answer for the Malawian case.

It is based on literature and documenis available, conveniently
digested in the light of direct experience accrued at the NTDO headquarters

Highly qualified contribution was also available from the University
of Vienna, where lectures and papers are beins devoted to the Malawian

human geography as drawn from in-ficld research.

2. SUMMARY AND CONCLUSTONS

Notwithstanding initially poor institutions, infrastructures and
resources, socio-economic achievements since political independence appear

to have been remarkable

- Cver the period 1964-T8 GDP a* constant tefms is estimated to have
mrown by an average 6.4 “ savings grew from practically nil to about

15 ¥ of GDP, and investments rose from a very low level to over 20 .,

Demoeraphic pressure and unemployment problems were wisely managed -
through an extensive public worls programme, integrated rural development
schemes and the National T{ural Development Plan; whereas estates and small
nolders' monetary farming were largely responsible for exports not lagpging

to0 much behind ever increasing imports.




The manufacturing sector, initially mainly intended to process
agricultural commodities for the domestic and export markets. was
gradually developing to include some agricultural inputs and consumer
goods However establishment of foreign~financed capital-intensive
industries was in general not particularly encouraged; and tariff
protection was only granted in the limitg strictly required to provide
a secure domestic market for internationally competitive manufacturers, expected
mainly to enjoy natural comparative advantages such as cheap manpower

and differential freight costs

Over the period 1964-72 growth rates at constant prices are estimated
at 6 5 & for agriculture, 12.0 ¥ for the manufacturing sector and 3.C %
for the whole economy.

In the same period sectoral contribution to total CDF moved from

57 to 51 % for agriculture and from 3 to 12 € for manufacturing

However over the period 1973=78 declining rates of growth were

recorded, i.e. 3.7 % for agriculture, 7.0 7 for manufacturing and 6.4 %

for the whole economy. (1)

Im the same period the GDP structure maintained its trend, with

increasing contribution from manufacturing.

Reported reasons for the 1373-78 slow-down were adverse metereological
conditions and foreign political events,heavily affecting external trade
and supplies. Notwithstanding, statistical evidences would suggest that
other reasons underlying the adverse trend may also be of structural
nature ™his is also supported by compasable trends of wage—employment
which appear to have grown at higher rates than GDP, implying declining
marginal productivity of both employment (dispFuised unemployment ) and
of land (lower-pgrade soils).

Accordingly, for sustained high growth rates increasing marginal
inputs in terms of capital technologv and materials would be needed
especially for agriculture, which might eventually no lcnger play its

usual pushing role in the country's development

(1) Comparable down-ward trends were recorded for the remaining sectors,
except for Covernment, due to a general increase of salaries.
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Such a conclusion would suggest that Malawi is approaching a
second stage of her development process, whereby increasing reliance
should be given to, and higher contribution should be expected from,

the secondary sector.

Irrespective of such somewhat doctrinary statement, as far as the
manufacturing sector is concerned it would appear that the most immediate
import-substitution opportunities have been exhausted, and that more
sophisticated, higher-technology and more capital-intensive operations
are to be searched for a continued growth of the economy, including

agriculture

Indeed, available data on main macro-—economic indicators such as
capital=to—output ratio, fixed assets per job, value added=to-output
ratio and structure of value added, would suggest that the sector’s
production facilities are generally rudimentary and over—aged, its
production spectrum is fairly limited, and that itec still high rentability
may be close to fall down after having effectively contributed, along |
with the primary sector, to the initial stage of capital formation
and to the establihment of some financially and technically sound

groups.

Whether and at what extent future growth should rely on demanﬁ -
or export-based activities, in consumer or capital goods and for which
end-use, an answWer may be given only by an appropriate study based on
a detailed sectoral survey of the whole economy, on the structural
analysis and trends of external trade, and on the expectable evolution

of the main trading partners and terms—of-trade.

It would however appear that the country'’'s peculiar geo-socio-economic
conditions would 1imit the choice to a certain number of specified industrial

activities, to supply main strategical commodities to +he 1omestic market,

and to expand and diversify exports




3.

THE GENERAL SETTING
3.1 Historical Background

Following Livingstone's first exploration in 1859, a British
Protectorate was declared on the Shire Region, and eventually extended
to cover the whole of the present Malawian territcry, under the name of
Nyasaland Protectorate.

In 1953 Nyasaland, Sowthern Rhodesia and Northern Rhodesia were
incorporated in a federation, whioh however dissolved in 1963.
Independence was formally granted.in 1964

The country was re-named Malawi, and in 1966 became a Republic,
wnder the Pregident Dr. Banda, currently life-President.

3.2 Geography

Malawi is a land-locked countiry, covering about 120,000 sq.km
along the southern and western shores of lake Malawi, which in turn
covers about 24.000 sq.km.

Its Northern Region and, at a lesser extent, the Central Region are
mountainous and scaroely populated. The Southern Regior is mostly a
plateau 500 m above sea level, with one of the highest population density
in Africa and the highest indusgtrial development in the cowntry.

The Southern Region is an enclave into the Mozamdique territery,
other bordering ocomtries being Tansania in the north-east, and Zamdbia in
the west.

Political problems occurring in any of these countriey heavily affect
the Malawian vital external trade, whoge main partners are South Africa
usually through Rhodesia and Zambia, and the U.K. through the increasingly
jemmed ports of Beira and Nacala in Mosamdique.

3.3 Regources
3.3.1 Minerals

Nalawi has several mineral deposits inclwuding coal, bauxite, apatite,
limestone ard clay. Of them mainly limestone and clay have s0 far been




commercially developed for cement, bricks and tiles. Some kaolin and plastic
clay, would also be readily availabe for u ceramic industry to supply

local demand. Major developments of coal and apatite (or other

phosphates) known deposits might supply valuable inputs to the domestic

industry, and reseirves totalling about 30 million tcns good=-grade

bauxite appear to be suitable for production of Bayer-vrocess alumina.

3.3.2 Agricultural Land

Out of a rough 10 million hectares arable land, only half of it is
presently under culture. However, much of the unuged arable land is
clagsified as marginal, requiring special conservation measures and
expensive reclamation und infragtructural works.

Indeed, relative scarcity of good land, especially in the mountainous
northern region, appears to be a main reagon for its scarce population
dengity and for the modest success of new settlements.

3.3.3 Foresiry
The forestry potential is congiderable, though largely wnexploited.

The Department of Forestry manages over 770.000 ha, and an extengive
afforestation programe is underway mostly in the northern region, including
the Viphya plantation intended to supply a 150,000 ton pulp mill to be
establighed at Chintheche, on the lake

3.3.4 PFighery

Good potentiak are envisaged in the lakeg and in some rivers, where
regearch is being developed for more technical operation atended to supply
1ocal demand and industrial process, including canning and smoking.

3 3.5 Energy

No 0il denosits are known to exist, and known reserves of low=grade
coal appear to be not commercially explotable. Hydro-electrical potential
is however estimated in excess of 1,000 MVA, and its exploitation would

not apparently pose special problems.

3.4 Population, Employment and Wages

By mid-1976 populition was estimated at 5.2 million, and growth rate
at 2.64. The age structure, as ugual in developing countries, is very
young: 447 under 14; 524 from 15 to 65; and only 4% over 65.
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In 1970 urban population was estimated at a low &f; it isg however
inoreasing though <the Government is committed to keep urbanization under
control through its National Rural Development Plan (NRDP).

Labour force is in the range of 1.6 million; and wage erployment
in establishments with more than 20 workers is about 340,000 as compared
with 130,000 in 1968. Its structure and growth over the period 1968-1972

is shown in table No. 1, along with average monthly wages. Wage employment
in establishment with less than 20 is estimated at about 35,000. Evidence

for disguised undmployment may be found especially in monetary agriculture

Up to 250,000 migrant workers are employed in South Africa, Rhodesia

and Zambia, mostly in mining activities. Political and social problems are
implied in this migration.

3.5 Income Distribution

Two setis of data are quoted by the World Bank Reports 560 a-MAI
and 1677 a~MAL ooncerning inoome distribution in Malawi. They are
given below, along with similar data applying to two reference countries:

4 of income received

Malawi Tanzania

1970 1976
highest 7 population 21.0 0.0 34.0
highest quintile 44.0 52.9 60.0
lowest 40% 24.0 0.0 14.0
lowest quintile 10.0 57 5.0

Though for many reasons a crude comparison of the above data is
scarcely meaningful by itself, it wdould appear that the Malawian
distribution is lesser skewed than even the Tanzanian distribution (1)
and, so to say, physiologically appropriate to its stage and type of
economic development. In other terms income distribution appear to have
reached 2 reasonable degree of concentration, as needed for firther

economic growth.

(1) The World Bank Report 1616 TA, December 1977 quotes an even more skewed
distribution for Tangzania, i.e. highest quintile 63.34, lowest quintile 2.3%.
Tansania's 1976 population is 15.1 million, GNP at market prioe US$
2,499.0 million, and GNP per oapita US$166. This compares with 1973
Malawian population 4.7 million, CNP US$499.5 million and US$105 GNP per
capita. The Tanzanian 1973 GDP shares of agricultuwre and industry are
43.2 and 13.84, comparable with the Malawian 47.9 and 12.0%. Also the
non-monetary shares cf GDP are in the same order of magnitude.
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However, regional and urban-to-rural distribution may be more in
need for improvement; which the Government is attempting through its
decentralization efforts and terms-of-trade policy in favour of

agricultural staple commodities.

3.6 Main Infrastructures

Geographic location, regional unbalanoes and economic structiure pose
peouliar infra-structural requirements, not seldom exasperated by politioal
problems.

3.6.1 Transport

Pasic rail and road links within the cowntry, with bordering oountries
and, through them, with main trading partners are still critical, though
expansions and improvements are well underway.

Their ultimate effioienoy is, however, heavily dependent upon facts
out of control, such as closures of borders and limited capacity of the
Mosambique ports, roads, and railway systems

Improvement of air-links are also underway, with the new Lilongwe inter-

national airport and other domestic airports.

3.6.2 Eleotricity and Water

Hydro-electric estimated capacity is about 1.000 MVA, as compared with
no more than 100 MVA currently installed in Nkula Falls and Tedzani. Some
electricity is also exported to Mozambique.

Projeots for suitable expansion are under study to meet increasing

demand.

A new 132 KV transmission line from Nkula to Lilongwe is in operation,
but a national unified network may be a problem for some years ahead. This

is especially concerned with new agricultural irrigated schemes.

3.6.3 Industrial Egtates

Two gmall-scale industrial estates at Lilongwe and Liwonde are being
promoted by the Government-owned Malawi Development Corporation (MDC) and
the Investment and Development Bank of Malawi (INDEBANK), whose initial capital
is held in equa’ “-res by Government through the Agricultural Development
and Marketing tion (ADMARK), and by the British, Dutch and German

bi-lateral ais .\clies.

3.6.4 Education and Training
As usual in developing countries, shortage of properly educated and
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.

trained personnel appears to be a major oonstraint.

Plans are, however, underway for an improved formal and vocational
programme, baged on the 1971 manpower survey forecast, indioating

needs for a 14% Yearly increase in view of future develooment .




4. THE ZCONOMIC S3TTING

A.1. = Gross Domestic Product

Table No. 2 chous the eyolution nf GDP Yv mein seoctors ~ver %he
periods 1964-72 (old series, at current factor cost), and 1073-78

(new series, at constant factor cnst).

Table No 3. shows structural changes of GDP over the same
neriod, along with its secioral srowth rates at constant

factor cost. (1)

From the above tables the following conclusions mey te “rawm:

- Even taking into account the adverse results of 1976,
notoriously iue to political and metereolorical reasons, the
overall growth rates an< trenl in the 2nd period are by far

lower than in the 1st period.

Irresvective of the agesregate "Government ani other sectors",
whose trend ampear to have been a2ffecter tv wage increases in
the Governement cector, srowth seems to have been varticularly
affected in the orimary sector, esrecizlly sensitive to meteoro-
logical coniiticng ani in the manuf-cturing sector asnenrially
sensitive to external sunplies and inilirectly tn the a3iverse

conjuncture of the Mala'rian agro-based industry.

alverse treni of both s-riculture ani mamufacture may
alsc reflect adverse marginal “evelopment conditions such as
lover-rrade marrinal land anl increasins fechknical recuire-

ments for sustained hircher rields.

- The above appear to be esperially ~upported by the neavily
declining trend of the agriculture non-monetary GDP ( with
a growth rate just above the population growth rate), on
which most of the population still re ly for subsistence and

which is still a large share of total and asricultural GDP.

(1) For comparability purpose the 1964-72 sectoral data were somewhat
arbitrarily converted ai constant market price by using the same
total GDP deflator. 1In addition it vas assumed that trends at
constant market prices are comparable with those at c.nstant factor
cost
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— The GDP structure appears to have slightly imnrowe-, though the
orimarr sector’s share is still too high, ani the secondary

gector?s still too low.

~ Changing the above sector's relative shares appear to be so much
more important in the special Malawian geo-political situation,
if agricultural marginel output and productivity are really hampered
by shortage of good land and by ircreesing unit requiremen® of

financial, techniczal =2nd materials inmts.

Exvenditures, savings and investments

Tables No. 4 and 5 show details on domestic supply ani expenditures
over the period 1966-78. |

Due to increasing deficit in the trade balance, domestic supnly
raised well above GDP, ur to about 1,035 million Kiracha from

165 million in 1964. \

On the expenditure side, consumntion both public and orivate in-
creased at a much lower pace, generating savines up to 15,5 < of
GDP which, for a country at so low income levels, is an outstanding
performance. However, investments rose up to 34 % of GDP; and do=-
mestic rescurce gap went up to 16,8 “. of GDP, which wvas made-up

through net foreign trensfers, capital inflow and external reserves.

In 1978, the Government's investment share was 407, mainly in infres-
tructures. The remaining 60%, mainly for machinery and equipment, was
contributed by public corporations (22)) and by private enterprises(38%
Planned infrastruc't;ural investments in the veriod 1971-80 were

29 ¢ in transport, 19 % in agriculture, 15 ¢ in cocial services,

13 <. in the new capital city, 11 % in public utilities, 5 ¢ in tele-

commnications, and 7 ¢ for other.

Conclucions

T™rom vhat above the following conclusions uey be drr'm on the country's

economic trend over the pericd 1965-78:

~ GDP growth in real “erms was satisfactorv, though arcarently de-

clining over time.
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- Irrespective of factors out of control, structural ressons may have
contributed to declining grcwth retes. These may incluie decreasing

marginal productivity in both the primary and secondary sectors.

- Decreasing growth rates were especially recorded in agriculture GDP
and more specifinally in the non-monetary outout, which is responsible
for subsistence of by far the largest part of the population. Main_
reason for this is likely to be increasing shortage of good-grade
agriculture land, calling for increasingly high reclamation, infra-

structure and extension service cost.

- Decreasing growth rates also affected the menufacturing sector, whose
sustained growth after exhaustion of the most obvious imrort-subeti-
tution ovportunities mey call for higher cavitazl, technological ani

technical inputs.

-~ The above arguments seem 4o be sirongly suocnorted by the high employ-
ment elasticity apperently affecting the agricultural an? menmufacturin-
sectors (1); ani by current low outnmut-capital ratios an< investments

per joo.

- Thereas past achievements have lagged not so far behind targets,
more favourable long-term targets should be expected from
new developmeni aporoaches such as are articipated by new larre
arrn-industrial nroj-et~, n~n’ from o mrore chellensine annroachk to
industrial develooment.
Financial resources for viable projects should be available from

pnivatz, multilateral and bi-lateral institutions.

(1) Defined as the ratio of employment growth rate to GNP growth rate.
Figures of 1.30 and 1.90 are quoted by the World Bank for the agricultural
and manufacturing sec*tors, which are likely to be underscored, especially
for agricultureydue to exclusion of some 35.000 employed in establishments
with less than 2C wor¥ers. These figures compare however very badly
with ©,22 and 0,63 quoted for public utilities and other services in
the same 'Jorld Bank report.
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;. THS FORSICN TRADE STRUCTURS

5.1.

5¢2.

503-

Sxporte
el ———

Table No 6. shows the monetarv siructure of exoorts over the verio?l
1966~78, along wvith the miantitetive composition of main exportei
agricultural commodities.

It may be seen that non-agricultural exports on total exporis Zid not
exceed 4 < all over the period.

Except for 1978, the value of domestic exports grew mainly because cf
improved terms of irade. In fact, due to increesed domestic demand
a.nd/or for other reasons decliningz ontnmut. exported mantitites
generally grew at a lower rate than exvort values.

The most remerkable erception were rice and sugar, whoise prosnects
are ever increzsing exports following the newr sugar mill project.
Tobacco, tea and grouni nuts apnear still to have a favourable trend,
whereas maize exports aprnear to have drovpped for both meteosrological

adverse condition and increased domestic demanid.

Imoorts

Table No. 7 who:s strusture anl groth of imoortes by main endi use

over the period 1965-78.

It would appear that total inport values raisci bty 2 higher rate than
exports ani GDP at curront prices.

Consumer goods recorded by far the lowest growth rate than any other
import iteam, and values appear to have increased by a lower rate than
price indices.

Highest rates were recorded for building materials, in line with the
planned new capital city and ingrastructure; and for capital goods.

As consistent with a growing economy, capital gools importe grew at a

rate by far nigner than total GDP and importea materials for industry,
evidencing the country's current stage of capital formation.

Direction of trale

Table No. 8 shows the meir trclins -eriners bv origin and ‘estine$ionm,
over the nerini 1884-T74.

It woull arpear that the United Kingiom ie hr far the most i=nortant

importer, fellowed by the "nite? St=ites ~ri Seuth Africo. Ty9or+s to
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Rhodesia ~7ere steadily declining from a high 14 ¢ in 1964; whereas
exports to Zambia from a nezk 8 ¢ in 1969 elso leclinei and seem to

have stabilized at about 4 %.

On the import side, South Africa steadilv increased its share up to

29 ¢, followed by the U.K. with = share declining iovm to 22 ;. Zambis
also declined from a high 10 4 in 1966 to no more than 1 i, and the

same trendi is recordei for Rhodesia.

Other available statistics for the period 1977-78 do not anpear to

reflect mjor chances.

Vieible trade with Mosambique appears to be very small, if any.
However, trade with bordering countries may be expected to increase,
after settlement of still pending political problems.




- 16 -

6. THE INDUSTRIAL SECTOR

6.1 = The 1973 industrial census

) An industrial survey covering establishments with more than 20
employees was conducted in 1973 by the National Statistical
Office, through the period 1971-73.
Main data concerning employment, wages, output and value added
were reported in the UN 1976 Yearbook Statistics, from which
aggregates at ISIC 2-digit level were drawn (see table No. 9).
The following remarks apply:
- Value added per employee and value added to gross output
ratio were apparently decreasing, especially for the largest
ISIC divisions 31 and 32 (food and textiles)
~ The basic metal industry division (ISIC 37) is not represented
at all
— The most dynamic divisions appear to have been Wood and Products;
Metal Products and Machinery (1); Non-metal Products (mainly cement).
- Food and textiles kept being the largest contributors to value
added, though by a declining share.
Although no financial details are given by the above quoted
1IN source, the average cost per job is reported to have been
in the range of K 1.300, and profits before tax averaged 24 4
on fixed assets and 13 £ on total assets. This would appear
to be in line with a relatively low wage and depreciation content
of value added.

6.2 - The manufacturing structure

A rough structural analysis of the manufacturing sector in 1978
was attempted on the basis of scattered information available
from different sources. ™his is shown in table No. 1C at

1SIC 4-digit level, and would allow for the following general
Temarks:

ISIC 311-312: Food manufacturing

Thie appears to be essentially geared to meet basic demand by

population inside *he monetary economy. Trrespective of tobacco
and tea processing, only sugar factories appear indeed to have
sizeable export possibilities. No evidende is availabtle about

(1) Maintenance workshops were apparrently included, which are usually
clasrified under TSIC 951
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food canning capacities, and exports appear to be limited %o
some shipment of pig meat to Nigeris and of frozen or smoked
fish to borderins countries. No industrial enterprise appear
to be operating in animal feed preparations, for vwhich local

raw materials-should be largely available. No major develop~ -
ment has been given to industries processing important

by products such as molasses except some ethylic aicool.

ISIC 32: Manufacture of textiles, wearing apparels

This division has apparently undergone major development
empecially through successive expansion of its most important
textile establishmeat. This appeé,rs to be intended to cope
with most of the current inports and to improve the output'’s
value added content (see para 6.1).

Leather and footwear activities are apparently under strong
development, following implementation of the BATA project.
ISIC 33: Wood and wood products

This mostly includes small firms engaged in furniture and joinery.
However a large project is reported to be under si.udy for the
production of particle board, with large export perspectives.
ISIC 343 Paper and products _

This appears to be a well diversified sector, including manu-
facture of tissue paper, paper-board and containers, and printing
and publishing. A giant pulp mill is under 3tudy, whose imple-
mentation would open new industrial development avenues through
several back-~ and forward industrial linkages.

ISIC 35: Chemicals

This is mainly represented by a large wholesale pharmaceutical

business with some apparently minor blending and packaging

operation; some firms engaged in soap proddotion; a new fertilirer plant
intended to blend and granulate components to be imported from

South Africa through Rhodesia and Mozambigue (1). A large

rubber growing and processing project is reported to be under

study by a private foreign firms and INDEBANK. A number of plast
products are also manufactured, including PVC pipes, bottles.

containers and bags.

(1) Starting operations have been 3elayed due to the closure
and lack of capacity of the Mozambique railway system ¢
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ISIC 36: lMNon-metallic mineral products

This includes a portland cemen: plant, presently under expansion; some
a brick and tilczraotorieg an;l possibly some pmall firms produciag
pottery.

ISIC 37: Iron and steel basic industry

As already remarked, this activity was not represented until

recently. However a medium—eize foundry is reported to be under
study, possibly including grey iron and non-ferrous casting
facilities.

ISIC 38: Metal products, machinery and equipment

Irrespective of a number of small workshops, usually classified
under ISIC 951, this ISIC division includes manufacturing of
hoes and other agricultural implements; structural steel, tin

cans for food products, corrugated sheets from imported galvanised
material; and en.meled and aluminium products, possibly kitchen-ware.

Some other proiect are reportei to be under study, such as cars
and trucks assembly, and bolts and nuts.




7.

PRCSPECTIVE DEVELOPMENT GUIDELINES

7.1 = Scope for industrial development

The country's socio-economic setting in 1970 may be resumed

as follows: low per canita income and skewed income dis-

tribution; 2.3. million labor force, 250,000 wage earners and as many
imigrant workers; employment, GDP and export structure dominated by the
primary sector; increasing external trade deficit and domestic
resource gap; saving and investments steadily improving from 1964,
but still by far lower than development needs; high infrastructural
requirements.

The "1971-80 Statement of Develupment Policy" was intended for
further stimulation of the development process through a sustained
export growth, a higher manufacturing contribution to total GDP,

and the implementation of a National Rural Development Plan to

assist subsistance farming for about 1.2 million households.

This appears to be an optimal approach to the Coutry's problems

in the general context of financial, technical and human constrainte.

Achievements appear so far to be lagging behind targets,
the most apparent reasons being facts out of control, such as

metereological and political events and, more recently, declining
international terms of trade for some export commodities. These facts
have clearly affected the whole economy, but especially agriculture
and, though at a lesser extent, the manufacturing activities.

However all throughout the foregoing economic analysis evidence

has been found for concurrent reasons such as declining marginal

productivity in both of the above two sectors.

Indeed, irrespective of probably increasing disguiszed unemployment,
shortage of good—grade land, higher reclamation and infrastructnral
costs, and expens've marginal inputs are likely to underlie
declining agricultural productivity, especially in small-holders
farming.

Similarly, decreasing opportunities for low-technology, labour-
intensive activities are likely to underlie the incivient

declining trend of tke manufacturing sector.



It would therefore appear that new avenues should ce explored

in both sectors %o sustain the Country's economic growth, most

p of them being likely to pose increased financial and technical
problems.

Precursors of such new development stage, with their implied bach-
and forward linkage industries, may well be the Dwangwa Sugar Mill
aad the Viphia Pulp Project, though for the laxt:; ; world of warning
may be in point concerning technological and scale choices over

time.

7.2 - Broad development guidelines

A detailed structural analysis of the current manufacturing
sector and of the external trade with the bordering, regional
and extra-regional partners would show specific demand- and

export~based opportunities.

At this introductory stage, however, only the following broad
guidelines may be envisaged on the basis of our tentative
approach:

"ood manufacturing (ISIC 31)
™his would appear to be one of the most prospective ISIC division

in so far as local processing of some agricultural products and
by-products could increase exports value added and foster

additional domestic activities These would e.g. be the case

of meat, which could be exported as frozen packed selected cuts,

and by-product could be re—cycled as a meal; of oil-seeds to be

locally milled, with surplus oil exported and cakes used as animal feeds;
of corn to be processed into starch and glucose A specially
interesting case would be cane molasses, whose optimal utilization

among many possibilities might require a special study.

Textiles, wearing apparels and footwear (ISIC 32)

The current trend for increased local processing of cotton
fibres could be given additiona! emphasie leading to export of
grey cotton fabrics, and of wearing apparels for the repgional

market. WMain comparative advantage would be cheap y2t fairly

productive manpower.




Wood and products (ISIC 33)

Eventual implementation of the large particle board project

currently under study, and a possible plywood factcry would
>pen new bordering export markets for both the intermediate

products and especially designed furniture. .

Pulp and paper, and paper products (ISIC 34)

The Viphia project currently under study could include a news-
print mill, with import-substitution impact and an apparently
safe regional mariet. Surplus tagasse from the modern Gwandwa
sugar mill might directly supply a tissue paper mill concurrently
using waste paper and cotton lint or possibly a furfural plant.

Chemicals, rubber and plastic products {ISIC 15)

Additional operations may include production of industrial

gases such as acetylene, oxygen and eventually nitrogen, whose
demand is likely to increase in line with the development of
some food industries. Major development (and commitments)
would be involved in the production of basic chemicals in
increasing demand by the textile industry, the future pulp
(and paper) mill, and the possible explotation of the bauxite
and phosphate nown deposits Finally, additional direct and
induced development would come from the possible implementation
of a rubber growing and processing project under study.

Non-metallic mineral products (ISIC 36)

Modern kilns strategically wide-spread all over the country might
supply good-grade lime as a cheap and wholly autarkic substitute
for some cement, making available additional cement surplus for
exports. Explotation of kaolin and plastic clay '‘mown deposits
could foster ceramic and pottery industries of some importance; and
locally available vermiculite could find interesting applications

in agriculture and in the construction industry.

Basic metal industry (ISIC 37)

Implementation of a metal foundry proiect under study would fill an

important gap in the industrial structure, by providing facilities
for a wide range of spare-parts and metal-wares presentlv imported.
A small hot rolling mill for light long products from import-d1 billets
could eventually be taken into consideraticn, provided that a mirnimum

Y5, CC ton output might find outlets in the domestic and foreign

bordering marrets
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Pabricated metal products, machinery and equipment (ISIC 33)

Irrespective of maintenance workshops, improperly classified
under ISIC 28, (which are likely to be respomsible for a major
share of the division's value added, and its second highest
value added per employee) the weight of this ISIC division
appear to be not proportionate to the economy as a whole and

in partioular to the requirements of an expectedly gr.wing
domestic demand.

Scopes for major development of this division appear to be
manifold, and would be readily identified through an itemized
analysis of current imports and an appropriate in-field survey.

Constraints to industrial develovment
The above broadly outlined development opportunities will
however have to be adequately checled against a set of commerciai,

technical and financial constraints; and eventually appraised
and rated for priority, in the light of comparative advantages
and according to the Jovernment develooment policy

In the general framework defined by such policy, a pragmatical
approach to the evaluation exercise would be offered by basic
targete clearly formulated in the "1971-8C Statement of Development
Policies”, which apovear in principle to be still valid, except

for some emphasis displacement due t0o the last decade's expected
achievements.

These appear indeed to have induced basic changes in the economic
and financial conditions, requiring or allowing to explore

additional development avenues.
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- 27 - Table No. 5

SAVINGS AND INVESTMENTS

0ld

Series New Series

1964 1973 1975 1976 1977 1978
TOTAL INVEST.REQUIREMENTS 120 9Ll  16l.6  L2.7 1690 2831
Fized investments 3.2 6.7  145.6  140.7  158.4  265.9
- Konetary 154.1 261.5
- non-monetary 3 4.4
Chl.n‘! in ‘tOCk -102 1 04 160 2 .0 10.6 11.2
- mn.tm' 805 1500
~ non-mraetary 2.1 2.2
TOTAL INVEST.RESOURCES 12,0 91.1 161.6 112.7 169.0 283.1
Domestic savings 0.5 34.0 11.0 12.7 135.4 143.6
- monetary 129.0 137.0
- non-monetary 6.4 6.6
Net factor income =6.1 0.8 10.3 =18.0 =23.0 =4,0
National savings =5.6 54.8 81.3 54.7 112.4 139.6
Other resources 17.6 36,3 8.3 58.0 56.6 143.5
Net foreign tranafers 23.0 37.8
Capital inflows, errors,eto. 85.9 0.4
External reserves -52.3 15.3
Domestic resources gap 11.5 37.1 0.6 40.0 33.6 139.5
Ratios on GDP of
- total investments 7.8 22.7 28.3 17.4 22.0 34.0
- fixed investments 8.6 19.1 25.5 21.8 0.1 31.9
- domestic savings 0.3 13.4 12.4 11.2 17.6 16.2

( - domestic resource gap 7.5 9.2 15.9 6.2 3.8 16.8

National savings/GNP -3.8 13.6 14.0 8.7 15.1 15.7
Resource gap/investm. 9 0 40.7 56.1 35.5 20.0 49.9

Sources: World Bank Report 1677a-MAI
Economic Planning Division, Economic Report 1979
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mABLE Ho. 8

DIRECTION OF TRADE, 1964-76
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-3 - TABLE No. 10

TENTATIVE STRUCTURAL ANALYSIS OF TE MANUFACTURING SEC™OR (1978)

Products

3111 Slautering and meat ocessin
Cold storage Co. Ltd. Abattoirs, meat-quick freezing 8 process

New abattoir

3114 Fish servi

Fresh cold ?isﬁeriu Pish, quick frogen, canned, smoked, dried
3115 Vegatable oils

Vational Cil Ind. Cotton seed oil

3116 Crain mill groducts
National Oil Industries Milled and parboiled rice
Crain + Milling Bo.

3117 Bakery Edm.
ss ries Under expansion

3118 S factories
Shire Valley Sugar Co
Dwangwa Sugar Co. Under implementation

3119 Cocoa &+ 8 confectionaries
Infusion lig-uveu project Under study

3121 Food products n.e.s.
Tea factory for small holders Under implementation
Cther existing tea factories
Airport catering

3131 Distilled spirits
Malawi distilleries

New project Under study
313 Malt liquors

Cu'TsErg Malawi Brewery Under expansion
3134 Soft drinks

Southern bottles Under expansion
3140 Tobacco manufactures

Kasungre Flue-cured ™obacco Auth.

Ceneral Farming Co. Under study

Malawi Tobacco Packers nder study

BAT Under expansion

Limbe Leaf Under expansion

cont 4
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Products

1412

332t

3512

Lo
\n
N
N

152:

1529

52

Sginning, waavirg + finishing
David ‘hitehead + Zons

Knittine mills
¥erolga ¥nitwear (¥DC)

Yearing apparels, exc. foowvear
Small ;ireul

Pootrear

BATA

Small firms

Jood and products
Partide boards
The Match Co.
Small firms

Paper and products
The 7iphia oroject
Tissue paper

""nder expansion

Under study

ader ztudy

Under study
Under study

Containers + boxes of paper + dDaper boari

Paczaging Industries

Printin;: nublish’gg + Allied ind.

Blantyre Printing + Publ. Co.

Tertiiizer + perticides
Nptichem

Drugs +Jpedicines
Yalawi Pharmacies Ltd.

Soap + cleaning nreparation
217 Jecyciing

Qubber products
7izara Iubbor
2 small firms

Plastic oroducts n.e.s
Chibuku Packa-ing
Polypropyiene

Livvonde Tndustrial “eanture
Pipe Jx4ruders

Flas*ic Products 1+4i.

Cardboard, packaging, under construction

Yewspapers and Sther

Yoertilizer bBland. and zranulation

“mall firms

Purifrin~ usaqi mineral 217, under =*uiy

Rubbar sroing ani preocessing
Tires rethreadine

Plagtiz con*iiners for zn, wndar ztudw
Propyicne bags, undar =<uaiy
Pilag*tin sandals




"ABLE 38 1 ‘conmt.d;

Products

3631

1692

n

3811

812

3813

1842

3845

St ol s

- ° ' *

in sl pagter
c met

ron + Stell Corp.

Poseidly including pottery (1516 36lo)

Under expansion

Metal foundry, uader study

| Hoee and other agr. impiemente

prial mrelecte
. + C. Mot Producte

Can Yakers Ltd.

Incor Products
Yute and bolte

Nachinsry excl. slectrical
Enpur + saintenance workshope
Tlectrical machinery + ls
¥seru adio

Radio + Zlectrical Servicee Ltd.

Repair Vorkshope

Ship building + repair
The Lake Services Ltd.
Ssall firms

Rwmilroad egquipment
Yalawi Aailways Aoreshop

¥otor vehicles
uumﬂ; of cars and trucks
Repair workshops

Cans for food products

Galvanised corrugated sheets
Zname]l and aluminium goods
Under study

Tsually under ISIC 951

Assembly of radio sete, manufacturs of drye
Installation + servicing d0ll
Usually under ISIC 951 *

Repair, maintenance and assemdly

Under study
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