
316 2020 Index of Economic Freedom

 

MOSTLY UNFREE

34152
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

ECONOMIC FREEDOM SCORE

RECENT FREEDOM TREND QUICK FACTS

0 50 60 70 80 100

HISTORICAL INDEX SCORE CHANGE

2016 2017 2018 2019 2020

30

40

50

60

51.8 52.2 52.0 51.4
52.8

REGIONAL AVERAGE
(SUB-SAHARAN AFRICA REGION)

WORLD
AVERAGE55.1 61.6

▲ UP 1.4 POINTS▲ UP 1.4 POINTS52.8

(SINCE 1995): –1.9

2018 data unless otherwise noted. Data compiled as of September 2019

MALAWI

BACKGROUND: Malawi achieved independence from the United Kingdom in 1964 and was ruled as a 
one-party state by Dr. Hastings Kamuzu Banda for 30 years. Arthur Peter Mutharika won the presidency in 
2014 in elections of questionable legitimacy. His brother, former President Bingu wa Mutharika, had died in 
office in 2012. Despite having been accused of corruption by the country’s Anti-Corruption Bureau in 2018, 
Mutharika was narrowly reelected in May 2019 in general elections that were marred by irregularities. More 
than half of the population lives below the poverty line, dependent primarily on subsistence agriculture. 
Tobacco, tea, and sugar are important exports. A border dispute with Tanzania centers on Lake Malawi and 
its potentially large oil and gas reserves.

Malawi’s economic freedom score is 52.8, making its economy the 
152nd freest in the 2020 Index. Its overall score has increased by 

1.4 points, helped by a higher property rights score. Malawi is ranked 
34th among 47 countries in the Sub-Saharan Africa region, and its 
overall score is slightly below the regional average and well below the 
world average.

The economy of Malawi has been in the mostly unfree category since the 
inception of the Index in 1995. GDP growth in the past half-decade has 
been moderate as generally favorable weather conditions have increased 
crop yields.

Greater economic freedom in Malawi has long been held back by several 
factors. The ineffective rule of law, indicated clearly by weaknesses in 
property rights protection, judicial effectiveness, and government integ-
rity, has had a strongly negative impact on the business and investment 
climates, and the government’s ongoing payment of wasteful producer 
and consumer subsidies has strained the budget.

POPULATION: 
19.7 million

GDP (PPP): 
$23.7 billion
3.2% growth in 2018
5-year compound 
annual growth 3.6%
$1,199 per capita

UNEMPLOYMENT: 
5.4%

INFLATION (CPI): 
9.2%

FDI INFLOW: 
$101.6 million

PUBLIC DEBT: 
61.3% of GDP



317The Heritage Foundation | heritage.org/Index

 
WORLD AVERAGE  |  ONE-YEAR SCORE CHANGE IN PARENTHESES

RULE OF LAW

REGULATORY EFFICIENCY

Property 
Rights

Judicial 
E�ectiveness

Government 
Integrity

Tax
Burden

Government 
Spending

Fiscal
Health

GOVERNMENT SIZE

OPEN MARKETS

Business 
Freedom

Labor 
Freedom

Monetary 
Freedom

Trade 
Freedom

Investment 
Freedom

Financial 
Freedom

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0
50.050.075.469.162.841.9

23.671.779.024.842.143.1

(No change)(No change)(No change)(+3.6)(–1.2)(+0.2)

(+4.5)(+1.4)(–0.8)(–0.4)(+2.0)(+7.3)

Malawi has laws that govern rights to both real and intellec-
tual property, but enforcement is weak. Record-keeping for 
the registration of land ownership is centralized and ineffi-
cient. Although judicial independence is generally respected, 
heavy caseloads, staffing limitations, and inadequate funding 
can contribute to delays. Corruption is endemic at all levels 
of government.

The top individual income and corporate tax rates are 30 per-
cent. Other taxes include value-added and inheritance taxes. 
The overall tax burden equals 17.3 percent of total domestic 
income. Government spending has amounted to 30.7 percent 
of the country’s output (GDP) over the past three years, and 
budget deficits have averaged 6.6 percent of GDP. Public 
debt is equivalent to 61.3 percent of GDP.

The government, aided by international donor assistance, 
increased access to electricity in 2018. The vast majority of 
the labor force works informally. There is an acute shortage of 
skilled and semiskilled labor in many fields, including financial 
management, law, economics, information technology, engi-
neering, and medicine. According to the IMF, the government 
spent more than $250 million on subsidies in 2018.

The total value of exports and imports of goods and services 
equals 65.3 percent of GDP. The average applied tariff rate is 
4.8 percent, and nontariff barriers further restrict trade flows. 
Both foreign and domestic investors are subject to govern-
ment restrictions and heavy bureaucracy. The financial sector, 
dominated by banking, remains underdeveloped, and a full 
range of modern financing tools is not readily available.
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