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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 17.1 million
GDP (PPP): $15.0 billion
5.0% growth in 2013
5-year compound annual growth 5.3%
$879 per capita
Unemployment: 7.6%
Inflation (CPI): 27.7%
FDI Inflow: $118.4 million
Public Debt: 68.9% of GDP
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Malawi’s economic freedom score is 54.8, making its econo-
my the 126th freest in the 2015 Index. Its score is 0.6 point 

lower than last year, reflecting declines in property rights, 
the control of government spending, monetary freedom, 
and trade freedom that outweigh gains in business freedom, 
investment freedom, and freedom from corruption. Malawi 
is ranked 25th out of 46 countries in the Sub-Saharan Africa 
region, and its overall score is below the world average.

Malawi has yet to develop the basic institutional framework to 
improve economic freedom and address poverty. Government 
efforts to reverse some anti-market policies in an attempt to 
attract donors have largely been offset by high levels of gov-
ernment spending and soaring inflation.

A weak institutional foundation and structural shortcomings 
keep Malawi “mostly unfree.” The independence of the judi-
ciary is recognized in the constitution but not always observed 
in practice. Business regulations are among the world’s most 
inefficient, and the labor market is rigid. The financial sector 
is underdeveloped and does not effectively allocate capital to 
productive means. Trade freedom is below the world average.

BACKGROUND: Malawi achieved independence from the 
British in 1964 and was ruled as a one-party state by Dr. Hast-
ings Kamuzu Banda for 30 years. President Bingu wa Muth-
arika, elected in 2004 and re-elected in 2009, died in April 
2012 and was replaced by Vice President Joyce Banda. In 
May 2014, Peter Mutharika, brother of the late president, was 
elected president in elections regarded as flawed. Malawi is 
one of Africa’s most densely populated countries. More than 
half of the population lives below the poverty line, and over 85 
percent depend on subsistence agriculture. Tobacco, tea, and 
sugar are the most important exports. In late 2013, interna-
tional donors suspended aid to protest a scandal that involved 
the public looting of roughly 1 percent of Malawi’s annual GDP 
over six months.
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THE TEN ECONOMIC FREEDOMS

Treason charges against President Mutharika citing efforts to block the democratic accession 
of his predecessor, Joyce Banda, to the presidency were quickly dropped following his May 
2014 election victory, raising concerns about the judiciary’s independence. Corruption remains 
endemic, with an estimated 30 percent of Malawi’s budget lost to fraud (e.g., through “Cash-
gate” transactions using the government’s automated payments system).

The inefficient business environment continues to impede broader economic development. 
Incorporating a business takes over a month on average, although there is no minimum capital 
requirement. In the absence of a well-functioning labor market, informal labor activity persists 
in many sectors. The new government has embraced higher subsidies, and the inflation rate 
is over 25 percent.

Malawi’s average tariff rate is 6.4 percent. Importing goods can take weeks. Foreign and domes-
tic investments are generally treated equally under the law, but investors face bureaucratic 
hurdles. The financial sector is underdeveloped, and less than 20 percent of the population 
has access to banking services. The high cost of credit suppresses business formation. The state 
owns the two largest banks.

Malawi’s individual and corporate income tax rates are 30 percent. Other taxes include a value-
added tax and a capital gains tax. The overall tax burden has reached 18.8 percent of gross 
domestic product. Public expenditures are equal to 41.2 percent of total domestic economic 
activity, and public debt is equivalent to about 69 percent of GDP.
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