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The mid-term budget review: Litmus test for sustaining  

economic recovery measures with action! 

Listening to the Minister of Finance presenting the mid-term budget review in Parliament on Monday 

this week gave hope to many Malawians. Putting the 2023/24 budget performance in perspective, the 

Minister explained why the devaluation of the Malawi kwacha had to happen. He went further to define 

the measures towards recovery, foreign exchange attraction and retention, as well as how to protect the 

forex generated – and am sure more could be hatched as we go along.  

That the kwacha was mis-aligned to the dollar, was a known fact. The thriving parallel market with its 

huge premiums told the story loud and clear. Fear of the unknown made the decision to align it not to 

happen soon enough. This meant watching a wound grow until such a time as this when treating it 

became a must to avoid amputation. Because of the size and depth of the wound, the treatment is a 

painful experience and yet necessary. 

Kudos to the country’s leadership for aligning the currency – it’s a bold and important economic 

decision, but not the easiest to make politically.    

Moving forward, however, the devaluation should actually be a step towards letting the currency 

completely float – actually, reading in between the lines, it seems the monetary authorities are already 

making efforts in that direction. Otherwise, in an environment of acute forex shortage, the monetary 

authorities will keep on devaluing the currency and in the process be chasing the parallel rate. This will 

mean Malawians will keep on facing a spate of price increase shock every time there is a devaluation. 

This entails that the best is to let the market clear by itself with the demand and supply forces. Actually, 

a rate determined by the market will offer the best gauge of an economy’s performance. A stable 

currency will mean there are enough dollars in the market implying that our export and import 

substitution measures are working and the opposite is true. 

Primarily, the key reason why aligning the currency was important, was to invigorate the productive 

sectors - basically to generate more forex through trade in goods and services as well as to retain the 

forex through import substitution. Making this happen will require doing certain things right. Three 

action areas immediately come to mind. 

First, is having a vibrant private sector that is fully incentivized to either bring new investments or 

scale-up, including enhanced capacity utilization. This is because the development partners’ budget 

support unlocked by the IMF’s ECF is not sustainable. We need to generate our own forex and 

revenues. Hence sending unequivocal signal of ‘Malawi is open for business’ is a must. This will 

require effective engagement with the private sector – both large as well as small and medium 

enterprises - with regard to the laws and other incentives that will make them immediately begin to 

make investment decisions. We should ensure that Laws such as the Crops Bill and the recently enacted 

Land Laws are win-win for the citizens and investors. If investors sound an alarm, then Government 

needs to effectively engage them. Laws such as the long awaited Special Economic Zones (SEZs) 
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should be prioritized because a number of investors continue waiting in the wings pending its 

enactment before they can unleash their investments. Delays to enact or review investment-promotion 

laws or enacting non-investor friendly laws, including delays in processing for private sector 

investment like signing mining agreements, can only scare investments away and go counter to the 

foreign exchange earning efforts that the currency alignment is trying to achieve. This is no time to 

have a ‘tick the box’ position in engaging the private sector but making sure that the legal, policy and 

general business environment is truly conducive to long-term investment decisions. Beating regional 

averages in the business environment incentives is a defined quick win in the Malawi 2063 First 10-

Year Implementation Plan (MIP-1).  

Secondly, this is now the time for Malawi to invoke the developmental state philosophy. Simply put, 

Government should take an active role in catalyzing investments in the strategic sectors of the 

economy. Truth is that even with the best package of private sector investment incentives, there is 

bound to be market failures – the private sector simply not investing for one reason or another. So, 

Government needs to catalyze investments in all the strategic sectors of the economy where forex can 

either be generated or indeed preserved through import substitution. Therefore, establishing and 

capitalizing the trail-brazer institutions like the National Mining Company and the newly revamped 

Malawi Development Corporation as well as capitalizing a fully-reformed and commercially-oriented 

ADMARC to be a massive aggregator of farm produce, an agro-processor and exporter, will be critical. 

These would be important efforts in de-risking investments in areas where the private sector may not 

yet feel comfortable to go it alone. These trail-brazing institutions would establish special purpose 

vehicles (SPVs) in strong alliance with the private sector. Once the SPVs are generating profits, 

Government would have to pull out and sell its shares to Malawians thereby creating a cadre of wealthy 

middle-income citizens – a true spirit of the Malawi 2063.  

Lastly, it is soothing to hear the Minister clearly stating in the mid-term budget statement that ‘in the 

2023/2024 fiscal plan, mid-year budgetary resources will continue to be allocated to strategic issues, 

which are aligned to the Malawi 2063. The resources for Ministries, Departments and Agencies 

(MDAs) will still be allocated based on the Pillar and Enabler Coordination Groups. By linking the 

budget to the Malawi 2063, Government resources will be allocated to priority interventions as 

outlined in the Malawi 2063 First 10-Year Implementation Plan (MIP-1).’ This is the way to go and if 

followed through, the recovery will be much faster because the MIP-1 interventions are purposely 

designed to create wealth and inclusive prosperity.  In this regard, the Ministry of Finance and the 

Office of the President and Cabinet need to ensure that the Ministries, Departments and Agencies - 

including enabling institutions such as Greenbelt Authority, Malawi Industrial and Agricultural 

Corporation, Export Development Fund, Malawi Investment Trade Centre, that are directly linked to 

operationalizing the measures outlined in the mid-term review statement like mining, tourism, mega 

farms, industrial parks, golden visas should be fully capacitated with the requisite financial, technical 

and human resources. And then be held fully accountable.  

Bravo Honourable Minister! But the main task and litmus test is to follow through the measures with 

action. This is important because hitherto, putting our resources where they matter more and holding 

each other accountable, has been elusive!  

That said, implementation of the reforms and measures outlined in the mid-term review and in the 

IMF’s ECF Programme should be viewed as a package and not cherry-picking on what has to be 
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implemented. We have been here before, and this time failure is not an option. We do not have the 

luxury of time! 

The Malawi we want is happening! But the pace can be accelerated if we all do our part! 
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