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Abstract
As China is emerging as a force to reckon with in the 21st century it has formed
economic and political partnerships with a number of countries especially in Africa,
including Malawi. There are contending views on China’s role in Africa with some
viewing it as a neo-colonial power and others as Africa’s development partner.
This paper investigates how China-Malawi relationship has contributed to economic
development in Malawi. This limits the scope of the study to Chinese Government
investments directly dealing with the Malawi Government. The article analyses China-Malawi trade patterns, the number of jobs created by Chinese investments and
other contributions by China.
Exploratory research design, aspects of descriptive research and mixed methods of
analysis is employed to uncover the nature of China-Malawi relations between 2007
and 2012. Using secondary data sources and interviews with principal trade officers,
the study found both positive and negative trends. The level of Malawian exports to
China is low compared to Chinese exports to Malawi. This entails trade losses for
Malawi which in turn has implications for development and also for the society that
*Theodora C. Thindwa is a Staff Associate at the Centre for Security Studies at
Mzuzu University in Malawi.
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Malawi is evolving into. Results also suggest that trade gains and losses are affected by the fact that China and Malawi are at different levels of economic development.
Time series analysis shows considerable amount of China’s investments to Malawi
creating some level of employment for Malawians. Bivariate regression analysis
also reveals no relationship between investment levels and employment created.
This suggests the importation of Chinese labour into Malawi which leads to economic losses for the Malawian workforce. China is also found to play a positive
role in other areas such as: health, education, agriculture and low cost infrastructure.
Overall China has a modest impact on Malawi. China comes out as both a neocolonialist in some areas and as a development actor in other areas. The study suggests various options that could boast Malawi trade and development gains such as
addressing standards, supply and demand constraints and also aligning Malawi’s
educational system to its current trade and development needs.

Introduction
From the year 2000 African countries had begun to show faster growth rates due
to the global shifts in wealth and rise of emerging economic partners namely:
South Korea, India, China and Turkey, with China being the most dominant partner [African Development Bank (AfDB); African economic outlook report, 2011;
Schiere, Ndikumana and Walkenhorst, 2011].
Trade has been increasing between Africa and emerging partners and stood at US$
673.4 billion already in 2011 (AfDB African economic outlook report, 2011). Africa was able to withstand the global financial crisis better than many other world
regions, due to an increasing demand of Africa’s raw materials that fetched high
prices.
From 2005, Africa’s per capita income rose faster than that of higher income
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countries for the first time since the 1970s. However, poverty, inequalities and lack
of inclusive growth remain as some of the challenges for African countries.
Another issue is the influence emerging partners have on the domestic affairs of
African countries. The 2011 African Economic Outlook report with the theme
“Africa and its emerging Partners” points out that there is no proof that emerging
partners are negatively affecting governance, debt sustainability and industrialisation. On the contrary, Oyejide, Bankole and Adewuyi (2009: 486) are of the view
that there are both trade related gains and losses from Africa’s relationship with its
emerging partners. The impact of the gains and losses vary in terms of availability
of natural resources, external environment, inherent institutions and policy choices.
Africa’s relationship with emerging partners has had an effect on wages, interest
rates, manufactured goods, price of commodities and investment. This paper sets out
to answer three questions:
1. Has the China-Malawi trade relationship benefited both parties?
Figure 1: Africa’s emerging partners and their percentage share of Trade, 2011

Source: OECD Development Centre calculations based on Comtrade in African
Development Bank (AfDB: 2011: 104)
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2. In what ways has China contributed to employment creation for Malawi?
3. What are the significant strides of development from the China-Malawi relations?
Research methodology and background literature
China-Malawi literature
Giovannetti and Sanfilippo (2009) in a study Do Chinese Exports Crowd out African goods? An econometric analysis by country and sector investigate impact of
China’s trade on Africa via trade channel. Results show that overall trade balance
for Malawi is negative and therefore Malawi together with Kenya and Zimbabwe
are classified as losing from the trade. A competition analysis of China’s relation
to Malawi in comparison to Mozambique and Zambia depicted the following results. The level of threat that china presents to Malawi was measured at 64 per cent
in comparison to 73.4 per cent and 82 per cent for Mozambique and Zambia respectively
Similarly, Villoria, Hertel and Nin-pratt (2009) explore the link between China’s
growth and the agriculture exports of sub-Saharan southern Africa countries
namely Malawi, Tanzania, Zambia and Mozambique. Study reveals that when
China reduces its import expenditure of agriculture goods there is up to a 3.58 per
cent reduction in agriculture exports of Malawi and Mozambique. This study reveals an important aspect since agriculture comprises 80 per cent of Malawian
exports. Furthermore, agriculture is one of the areas highlighted in China-Malawi
trade talks ( Chinese Embassy in Malawi, 2011).
Chinguwo in Baah and Jaunch (2009) examines the impacts of Chinese investment
in Malawi prior to the time Malawi switched diplomatic relations from Taiwan to
Mainland China. 19 Chinese firms are used as case studies. Results show that a
number of Chinese investors paid less attention to their workers welfare. For example, workers would be considered absent when sick and no provision of protective working gear were made. The study does not show how Chinese investment
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and labour are linked with other areas of the economy
Analytical Framework
Since this paper looks at multi-dimensional issues it adopts Kaplinsky, McCormick and Morris (2007)’s synthetic framework for assessing impact of China on
Sub Saharan Africa to guide the analysis. Trade flows, Foreign Direct Investment
(FDI) flows and aid flows are identified as the three main avenues through which
China affects countries in sub-Saharan Africa (table 3). However, this does not
mean that these are the only channels, since other channels of influence may arise
in other countries depending on contextual factors.
The synthetic framework enables analysis of both complementary and competitive
aspects of China-Africa relations on some specific dimensions. This helps in assessing the overall impact.
Background of China-Africa relations
China-Africa relations have been evolving with China taking the leading role in
the direction of the relationship for both economic and political reasons since
1955.
The 1955 Bandung Conference is a precursor to the current relations as Chinese
premier Zhou Enlai encouraged solidarity in the fight for self-government and
economic self-reliance (Amphiah and Naidu, 2008; Obiorah, 2007 and Karumbidza, 2007). From that time China was actively involved in supporting liberation
struggles by providing arms and ideological support especially in socialist African
countries such as Tanzania, Zambia and Zimbabwe. China also built the TAZARA
railway connecting Tanzania and Zambia. Its first aid program was launched in
1956 in Egypt (Ndulo in Amphiah and Naidu, 2008). High level exchange visits
were and are still an important feature of the China Africa relations. From 1976 to
1999 China-Africa relations was based on practical aspects of the Chinese economy which was directed by China’s ”outward looking strategy” in which china
sought to line up its economy with the global economy (Rutaihwa, and Mkawa,
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Table 1: A synthetic framework to assess impact of China on Africa

Source: Kaplinsky, McCormick and Morris (2007)

2011). It is worth noting that Wang (2009) in Borovska (2011) identifies three
stages of China’s engagement with Africa namely the political stage, idle stage
and commercial stage. This is shown in the table below.

© Centre for Chinese Studies, Stellenbosch University
All Rights Reserved.

47

AFRICAN
EAST-ASIAN
AFFAIRS

Issue 4
December 2014

THE CHINA MONITOR

While China has been evolving the way in which it deals with Africa nothing much
is said about how Africa has evolved. This seems to suggest the position of Africa
as being that of a passive actor in the relationship. This may in turn affect how the
benefits of the relations are shared between Africa and China.
Brief outline of Malawi’s economy
Malawi attained its independence from the United Kingdom on the 6 July 1964.
Malawi is a land locked country with a population of about 15 million. Malawi is a
country with diverse natural resources: land, water, forestry and minerals most of
which are still underdeveloped. Since independence, the structure of Malawi’s economy has been erratic. Growth rates higher in 1970, lower in 80s and 1990s and
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higher again after 2000(Mbekeani, 2004:215) In 2009 gross domestic product (GDP)
growth expanded by 7.6 per cent driven by agriculture, a newly commissioned uranium mine and information and technology.
Malawi economic structure is agricultural dependent with tobacco, tea, and sugar as
its most important export crops (UNDP, 2011: 32). As of February 2013, Agriculture
represents 29.6 per cent of GDP; the service sector contributes about 53.5 per cent
(estimate) up from 35 per cent in 2005 and industry contributes 16.9 per cent. Nearly
90 per cent of the population is engaged in subsistence farming. Recent explorations
by foreign mining companies have found deposits of rare earth, uranium, niobium
and bauxite (Mshali, 2009; World Bank, 2009).
In 2012 the real GDP growth slowed down due to the contraction of the agriculture
and manufacturing sectors. Slow growth is also attributed to a shortage of foreign
currency, lack of proper working institutions such as government and other private
institutions, drought and weak policies. Poverty, rising inequality and vulnerability
to external shocks remain challenges impeding on Malawi’s progress (IMF World
Economic Outlook, 2012; African Economic Outlook, 2012).
The Malawi government launched its development and growth strategy, the Malawi
Growth and Development Strategy MGDS II (2011-2016) in 2012 with the objective
of wealth creation and poverty reduction. It identifies six thematic areas namely sustainable economic growth, social development, social support, infrastructure development, improved governance and cross cutting issues such as capacity development
and gender (Malawi Government 2012. The paper will also briefly look at how China has contributed to some of these areas and what it means for the development of
Malawi.
China-Malawi diplomatic relations
Malawi first recognised the Republic of Taiwan as representing China in 1967 under
the leadership of late Dr. Kamuzu Banda.
However, Malawi established diplomatic ties with China on the 28 December 2007
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under the “One China policy” thereby severing its 41 year old ties with Taiwan.
(Chinguwo in Baah and Jaunch (2009:273). According to the One China Policy the
People’s Republic of China (PRC) is the sole representative of China of which Taiwan is a part. This entails that under the “One China Policy” a country must sever
its ties with Taiwan if it is to establish diplomatic ties with China (Chiang, 2004)
The Malawi government justified the new ties on the basis that “China has become
an economic giant that a developing country like Malawi cannot ignore” (ibid: 273).
The Chinese ambassador to Malawi Lin Songtian justified China’s presence on the
basis of being able to contribute towards efforts to achieve national development
and improve living standards of Malawian people through job creation (Chinese
Embassy in Malawi, 2011).
On 13 May 2008 China signed a Memorandum of Understanding (MOU) with Malawi with the aim of enhancing investments and trade ties. Four priority areas are
identified in the MOU namely infrastructure, agriculture, education and public
health as areas of co-operation (Chinese Embassy in Malawi , 2011)
The Malawi China relation reached its climax in 2011 when all the major donors
pulled out due to the country’s poor governance and the erosion of democratic principles (Thomas Reuters Foundation, 2011).
Under the circumstances, China was the only partner left after the withdraw of Malawi’s traditional development partners. The 2011 African Development Bank
“Africa Economic Outlook report” stated that “China is the single most important
emerging partner for Malawi” providing grants and concessional loans for various
infrastructure projects (AfDB, 2011:13).
China-Malawi bi-lateral relations and development assistance and investment
in Malawi
Trading with China with a population of about 1.35 billion could be advantageous
for Malawi as China provides markets for Malawi’s agricultural products (MITC,
2012). On the other hand China exports a wide range of manufactured goods and
processed products to Malawi (UN COMTRADE in International Trade Centre,
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2012).
Most of the studies on the impact of China-Africa trade relations show that there is a
trade imbalance between China and Africa, with more benefits accruing to China,
except for Zambia.
Ancharaz, Vinaye and Baboo,(2010); Ruitaihwa, Mkwawa and Ramadhan (2011);
Adewuyi et al (2010) all find that China’s exports to Africa has been increasing
while African exports to China have been steadily increasing but remain low compared to the volume of China’s exports to Africa. For example, in Nigeria Adewuyi
et al (2010) find that in 2005 Nigerian exports to China totalled US$ 1.2 million
while Nigerian imports from China totalled US$ 13 million. Similarly, Ruitaihwa,
Mkwawa and Ramadhan (2011) finds that in 2010 Tanzanian exports to China stood
at US$ 643 540 while imports from China stood at US$ 866 040. But they do not
interrogate further what the trade inequality between China and Africa could mean
for the economic development issues of countries involved. Some of these studies
have not questioned how Chinese investments have contributed to employment of
the countries studied and whether they are in pro poor areas. Except for studies such
as that of Ruitaihwa, Mkwawa and Ramadhan (2011) which looks at sector distribution of Chinese employment in Tanzania. That study finds that Chinese investments
are capital intensive but have created jobs for Tanzania mainly in manufacturing
sector followed by construction and tourism sectors. Consequently, there has been a
positive contribution to economic growth and reduction of income poverty. Nevertheless, the Tanzania study does not show how many Chinese workers are employed
in these sectors. This could be due to the difficulty in finding reliable data from the
Chinese side on the total number of jobs created for Chinese workers in Chinese
investments.
In a nutshell, trade between China and Malawi has been increasing over the years.
China’s current ambassador to Malawi, Pan Hejun pointed out that the Malawi trade
volume with China was US$ 100 million dollars in 2011 representing a 400 per cent
jump over 2010. Furthermore, Chinese foreign direct investment (FDI) to Malawi
jumped from “US$ 0.96 million in 2006 to US$ 11.25 million by 2009 with over 55
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per cent of investments” in manufacturing sector (African Development Bank,
2011).
China pledged aid amounting to US$ 270 million dollars for a period of 5 years
from 2007 to 2012. However, it appears more than US$ 270 million dollars has been
provided. Assistance from China is complementing the traditional donors especially
in terms of infrastructure development.
However, some of the projects are funded by Chinese government loans which Malawi government will have to pay back. This in turn raises questions of Malawi increasing its debt burden and its implications for inter-generational debt. On infrastructure projects Chinese companies are the main contractors of the projects. This
seems to be the condition that China attached to its assistance to Malawi. These Chinese companies have a significant share of Chinese workers. In some cases construction materials and equipment also comes from China (African Development
Bank, Economic Outlook Report, 2011).
As of September 2012, 196 Chinese firms were registered with Malawi Investment
and Trade Centre in manufacturing, tourism, services, building and agriculture.
Table 3: Chinese investments by sector as of September 2012
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Heterogeneous nature of Chinese presence in Malawi
Kaplinsky et al (2007) and McNamee et al (2012) argue that China’s presence in
Africa reveals different layers: individual Chinese traders, private Chinese investors
and also state backed investors all trying to make the most of opportunities in Africa.
There has been a mushrooming of Chinese traders in district trading centres in Malawi as either shop owners or general merchandise traders. This has created tensions
with local traders as local businesses are no longer profitable since Chinese traders
offer cheaper prices. In response to this, the government of Malawi introduced the
Business Licensing Act of 2012, which prescribes the types of investments foreigners
can engage in the rural areas of Malawi. Foreigners will be allowed to operate only
in the main cities and have to apply for permits with a deposit of US$ 250,000 as
initial capital (World Bank Doing Business, 2012; Ngozo, 2012). Chinese ambassador to Malawi pointed out that
I"t is up to the Malawi government to thoroughly screen the Chinese nationals willing to invest in the country. These are small vendors and why should the Malawi government allow them to do business? They are capitalising on government's
failure to screen foreign traders."
Chinese Embassy in Malawi supported the new law. It seems the Chinese traders are
not part of China’s policy for Malawi as they migrated to Malawi for their own individual business gains.
Analysing the China-Malawi economic relationship
The different economic sizes of the two countries and overall growth have an impact
on the relations of the two countries. While both China and Malawi are developing
countries, they are not equals. Malawi’s economy is largely agriculture based as explained in the introduction while China has grown to become an industry based
economy with a strong manufacturing base. China is bigger geographically, population wise, as well as economically. As a result, allocation of resources to various
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areas of the economy is also different depending on the peculiar problems faced
by each country. Each country could gain or lose from the relationship depending on the capacity of the economy.
In general, exports from Malawi to China have been increasing. But the percentage share of Malawi’s total trade with China has been fluctuating from 13 per
cent in 2007 down to 8 per cent in 2008 and further down to 7 per cent in 2009.
This decline could be due to the global financial crisis of 2008/2009.
There is a trade imbalance which is in favour of China. This is because Malawi
exports primary unprocessed products, which are subject to price fluctuations at
the global level. On the other hand, China exports manufactured value added
goods, which fetch high prices due to the value addition.
On the Chinese side, imports from China to Malawi are mostly value added
products. The imports to Malawi from China have also been increasing. In terms
of percentage share, China has a higher percentage share of trade with the highest in 2009 at 93 per cent, compared to exports to China at 7 per cent. In 2010,
import percentage share fell to 86 per cent, 80 per cent in 2011 and increased by
2 per cent to 82 per cent in 2012. China’s larger share of the imports to Malawi
is due to more penetration of its products which are diversified and in larger
quantities, taking into consideration the large size of the Chinese economy.
Development Implications of the trade imbalance for Malawi
Chinguwo in Baah and Jauch (2009) and the 2011 African Development Bank
Economic outlook report show both advantages of the China-Malawi trade patterns. One of the advantages is that they provide increased employment and economic activities in Malawi. Chinese goods are also relatively cheaper and therefore may increase the consumer welfare especially for the poor who are able to
derive benefits from a cheaper version of a product.
However, the benefits from trade are not as significant for Malawi since the balance of trade favours China over Malawi. This state of affairs has implications
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for development and also for the society Malawi is evolving into. Firstly, it implies a
replication of the dependency relationship of colonialism which left colonies exploited and poor, thereby leading to exploitation and underdevelopment. The situation
could lead to imported inflation and inflationary pressures of unemployment (in primary sectors exporting to China due to low income benefits).
In the long run the trade might inhibit growth of emerging local industries with negative consequences for creation of jobs if Malawi continues to import consumer goods
that could be produces locally. Consequently, Malawian society is evolving into a
society dependent on manufactured goods from China, which is not able to develop
its entrepreneurship and social innovation skills that could develop Malawi. Therefore in the long term, the trade is unsustainable. However, it is worth noting that Malawi has benefited in other non-trade avenues, which will be looked at in detail later.
Reasons for low export penetration of Malawian exports to China
Results of Skype interviews followed by email conversation on 7 th February,2013
with three principal officials from the Malawi’s Ministry of Industry and Trade reveal that there are supply constraints, demand constraints and standards constraints
for the low export penetration of Malawi’s exports to China. On the supply side, the
reasons for low export penetration are quality of products and lack of value addition
as Malawi exports raw products which fetch low prices on the international market.
Low productivity has also affected the supply side in that the final output is either of
insufficient quantity or of poor quality. On the demand side one of the trade officers
pointed out that:
“Up to now people have no knowledge that their products can be exported
and even fewer understand the knowhow.” (Banda, 2013)
In terms of standards, poor quality of support infrastructure such as water, electricity
and transport, has a negative effect on export penetration. Another officer also highlighted the poor implementation of specific Acts. For instance, the Malawi Bureau of
Standards Act was developed with the sole purpose of ensuring that products meet
the standards and quality in Malawi.
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“despite having the Act the challenges are lack of metrological equipment
which are meant to test standards of specific imports such as Chinese imports to
Malawi.”
In addition, the high cost of production makes most of the Malawian products uncompetitive on the international market. Standards constraints that contribute to low
export penetration are the lack of accredited bodies for conformity assessment. This
delays exports and also prohibits exports. Lastly, most companies in Malawi do not
operate under economies of scale, thereby making access to larger markets difficult
and also making their products less competitive.
China’s Impact on the manufacturing sector: the case of the leather shoe industry)
One of the Principal Trade Officer’s in the Ministry of Industry and Trade (2013)
also shared the preliminary results of an on-going study on China’s effect on manufacturing sector. Preliminary results point to the negative impacts of China on the
leather industry in Malawi.
One result is that there is an inverse relationship between shoe production by local
shoe companies and the influx of Chinese shoes in Malawi.
“Small and Medium Enterprises (SMEs) in Malawi make less than 1000
pairs of shoes annually compared to 100,000 pairs it used to make 20 years ago.
The shoe manufacturing sector used to employ more than 300 people about 20 years
ago, and now employs about 50 people. This is linked to the high demand of Chinese shoes and lower demand for locally made shoes” (Malawian Ministry of Industry and Trade, 2013).
Results also reveal that the presence of Chinese investors in the sector has not really
helped to improve the situation. This is because the Chinese investors “externalise
the raw hides and skins for their companies in China” (Malawian Ministry of Industry and Trade, 2013).
Furthermore, there has been limited technology transferred in some sectors in which
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Chinese have ventures. Lastly, Chinese investment in Malawi is characterised by
labour importation from China in some sectors such as construction.
What Malawi spends in terms of GDP percentage to import from China
Malawi’s GDP in expenditure terms has been mainly used to import goods and services from China. The ratio has increased from 1.23 to 1.42 from 2010 to 2012,
providing concrete evidence of Malawi’s increased import spending from China.
This entails an increasing dependency on Chinese imports which in turn increase the
negative balance of trade representing losses for Malawi.
Chinese contribution in job creation for Malawians.
In order to find out how China’s investment has contributed to employment creation,
two types of analysis were computed. Firstly, time series analysis to show the evolution of Chinese investments from 2005 to 2008 and secondly, bivariate regression
was computed to establish whether there is a correlation between investment and
employment created.
An interesting trend indicates the largest inflow of Chinese investment, mainly in

manufacturing. This is in various areas such as shoes, slippers and agro-processing,
followed by investments in tourism and services such as photo processing, catering,
advertising and Chinese medicine. This implies that manufacturing ventures bring in
the highest investment in all the years.
Chinese investments are quite diverse in Malawi, ranging from manufacturing in
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various sectors, natural resource extraction, telecommunication, agriculture and services. China has created a total of 13796 jobs from 2005 to 2012 which is a significant number. Nevertheless, considering the total investment by China, the total employment generated has been very low.
In 2008, actual number of jobs created by Chinese investment was 2173, compared
to the expected number of jobs at 311 021.

An interesting observation is that the largest numbers of jobs were created in 2011.
This is because the registered firms each pledged to employ a significant number of
Malawians. In the manufacturing sector (plastic plates) 3202 jobs were created, in
the tourism sector 2000 jobs were created, Agriculture (cashew) created 500 jobs,
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manufacturing (bicycles, electronics) 500 jobs and food processing created 600 jobs.
However, it is not clear if these figures are a true reflection of the total number of
people employed by the Chinese firms. The Malawi Investment and Trade Centre
reports that it is difficult to follow up the Chinese firms as most either change location or cannot be traced, indeed a very worrying trend.
Bivariate regression analysis was also computed to establish whether there is a correlation between Chinese investment and the number of jobs created (for 2005 to
2008). It is worth noting that correlation does not imply a causal relationship between the two variables: Chinese investment and jobs created. The value of the correlation is represented by the Pearson’s correlation coefficient, R, ranged from 0 to 1.
The stronger the relationship, the closer the R will be to 1 and the weaker the relationship the closer to 0.

Correlation values indicate that there is a relatively weak relationship between investment levels and employment for 2005 and 2006. In 2005 there was a relatively
weak positive relationship with R value of 0.186 and also positive similar relationship was observed in 2006 with an R value of 0.246.
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From 2007 and 2008, there is a more positive relationship with the 2007 correlation
value of 0.514. In 2008, the correlation is much stronger with an R value of 0.953
Nevertheless, the correlation is not conclusive but simply reveals a trend that could
have been properly followed to 2012 if the data was readily available.
The paper finds that China has contributed to some job creation in Malawi but on a
very limited scale as compared to investment size.
China’s contribution to infrastructure in Malawi and linkages with Malawi
Growth and Development Strategy (MGDS II)
China has been involved in a number of infrastructure projects funded under both
concessional loan arrangements and grants. China has funded and constructed roads
(Karonga-Chitipa Road), buildings such as Parliament building, an international
convention centre, and a hotel which are contributing positively to infrastructure
development. However, the question that needs further clarification is whether the
infrastructure developed is in the key productive areas of the economy.
African Development Bank (Malawi office) and government officials argue that
China is contributing to some of the key areas set out in the Malawi Growth and
Development Strategy (MGDS II). The recent development strategy (MGDS II) is
the road map for Malawi to reduce poverty through sustainable economic growth
and infrastructure development from 2011 to 2016 (Malawi Government 2012). The
six broad thematic areas are further broken down into nine 1 key areas. For instance,
infrastructural development, one of the key areas identified in the MDGS II. China
has contributed to this sector in the form of energy, transport (roads) and also to
information and communication as will be explained soon.
According to information published on the Chinese Ministry of Foreign Affairs website (2012), on 26 June 2013, Malawi signed a US$ 667.233 million energy deal
with TBEA Chinese Company. The energy compact will facilitate construction of
additional power lines and the upgrade electricity transmission lines in Malawi. The
deal is to be financed by the China EXIM bank. This will contribute to addressing
one of the challenges facing growth in the industry sector in Malawi that of erratic
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electricity supply. The study also finds that one of the four power lines, the Kasungu
line, is expected to be in areas with mining prospects: limestone for cement, niobium
and other minerals. It can be argued that China displays its strategic thinking in line
with those who argue that China is in Africa to satisfy its resource needs. While electricity generation output for Malawi increases, it will at the same time enable China
to extract the natural resources for its own needs. Furthermore, China will be contributing to one of the priority areas of the Malawi government: the mining sector.
Another facet of the energy deal is the coal fired thermal electricity project signed
between the Malawi government and China Gezhouba group Company (CGGC).
The coal project is expected to produce about 1000 megawatts of electricity and use
about 400,000 tonnes of coal annually.
The Malawi government, together with China, should have sought to develop other
clean sources of energy, such as the geothermal electricity potential that Malawi already has from its 21 hot springs located across Malawi (Dulanya, 2006).
China’s role in Malawi’s agriculture sector and prospects role in food security
In line with one of the areas of the MOU, China has contributed positively to the
agriculture sector. One of the criteria of Kaplinsky’s analytical framework, China is
complementing Malawi’s efforts by using its advantage in agriculture. The study
finds that one of the key contributions is the China-Malawi cotton project which is a
joint investment from China-Africa development fund. The cotton project involves
the China Colored Cotton Group and Qingdao Ruichang Cotton Industrial Co Ltd. It
is reported that the project benefits 100 000 local farming households, and provides a
significant contribution to the income levels of farming families as their cotton is
exported to China. Consequently, this has a positive impact on income levels of the
benefiting cotton farmers (Ministry of Foreign Affairs of the People’s Republic of
China, 2010)
Another aspect of China’s role in agriculture is the deployment of Chinese agriculture experts and technicians through the China/Food and Agriculture Organisation
(FAO) SOUTH-SOUTH cooperation. As of April 2013, 18 Chinese experts were
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involved in field demonstrations and hands-on training. They were also involved in
agronomy; farm mechanisation; agriculture production and marketing; animal husbandry; fisheries and aquaculture and also conservation agriculture, to mention a
few. The Chinese experts also contributed to capacity building of farmers and extension workers on modern farming practices. Some of the extension workers also went
on a study tour to China.
There are prospects that China can help in boosting Malawi’s food security. About
80 per cent of Malawian is dependent on subsistence agriculture and a few are involved in commercial agriculture (FAO, 2003) Agriculture is also a source of food
and employment for the informal economy. China can extend its expertise to increase the productive capacity of crops like maize, beans and vegetables which form
an important part of the diet for most Malawians. China can also look at agri-
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business potentials of some crops such as tomatoes and mushroom which can be
processed and packed within Malawi for export.
Role of China in Malawi public health sector
Chinese doctors have been working in various hospitals in Malawi. As of 2011, the
Malawi Ministry of Health reports that 17 Chinese doctors were working in Malawi.
An additional 9 doctors were working on the China-Malawi visual recovery project
(mostly cataract surgery) which mostly affects people in the rural areas of Malawi.
Chinese volunteers have also been working across the 28 districts of Malawi.
(Malawi Ministry of Health, 2013; Chinese Embassy in Malawi, 2010 )
China’s contribution to Malawi’s education sector
Similar to some of the studies, China has been providing study scholarships for Malawians to study at Chinese Universities in various disciplines. The scholarships have
been at bachelors, masters and also doctor of philosophy (PhD) levels. The Embassy
of the People’s Republic of China in Malawi, reports that a total of 142 Malawians
have benefited from Chinese government scholarships (2012). China Aid Data
(2011) and the Chinese Embassy in Malawi also report that China has provided
about 98 short study scholarships to Malawi government economic officials. As of
March 2011, more than 500 Malawian officials and experts have visited China or
attended short training programs. How the scholarships have contributed to Malawi’s
growth and development remains an area that needs to be studied in detail. This
could also be an opportunity for Malawi to emphasize scholarships in areas that will
match with Malawi’s needs of diversifying its economy.
Lastly, unlike other studies, this study finds that China has contributed in addressing
the structural problems in Malawi’s higher education sector by building the Malawi
University of Science and Technology. Construction of the buildings is now complete and the university has been established on 17 th December 2012 by an Act of
Parliament. The university will offer courses in health and medical sciences, applied
engineering and technology, earth and climate change science and also cancer research. Currently, the university has about 153 undergraduate students and 26 post-
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graduate students.
Conclusions and Recommendations
At the individual level, Chinese investments have been a source of income for those
employed in Chinese companies. At national level, in some instances Chinese investments have positively complemented the efforts of the Malawi government in terms
of low cost infrastructure, agriculture, health and education. This reinforces the
viewpoint raised in literature of China’s positive role in the development of African
countries. However there are negative effects in some instances, such as illustrated
by the effect on the development of the leather industry in Malawi and on trade patterns.
Unbalanced trade patterns between China and Malawi are also of concern. Similar to
other studies, results of this study show that trade benefits for Malawi are low as
evident from the in-balance of trade between the two countries. This is an important
issue as shown in the development implications in the areas of creating inequality of
trade, import inflation and effects on Malawian society to mention a few. Another
observation is the focus on primary products in Malawi’s export basket compared to
diversified exports on the Chinese side.
Reasons for low export penetration of Malawian products into the Chinese market
are also highlighted, namely standards, demand and supply constraints. The Malawi
government and relevant stakeholders could consider the following options to address the constraints:


Firstly, address the limitations that reduce Malawi’s benefits from Aid for
Trade2 such as the lack of alignment with national goals and local ownership
(Said and Mcgrath et al, 2011). Aid for trade can also be channelled towards
building trade infrastructure, local capacity in terms of information, skills and
market access. In addition, it can be directed towards efforts to diversify the
export basket of Malawi which is currently composed of agriculture products.



Secondly, there should be increased efforts to link trade development skills
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and the education sector from primary through to university level. This will
increase the skill base for government and related stakeholders. The education sector in Malawi should also shift towards courses that develop entrepreneurship potential and encourage innovative thinking. Instead of being
trained to look for a job after studies emphasis should be on being trained to
become social and business entrepreneurs. The Chinese government can provide scholarship in areas in which Malawi is still experiencing gaps. At the
same time, standards regulating bodies should be trained on how they can
improve standards of Malawian exports. The standard bodies should also be
supported with up to date technology.


Thirdly, Malawi should consider the prospects of interregional trade with
other countries in the Southern Africa Development Community (SADC)
region. Malawi can use its SADC membership to push for the removal of
barriers that still affect growth of regional trade. Malawi can also use economic diplomacy tools (export promotions, investment agency, state visits
and embassies) to boost its trade. Veenstra, Yahop and Bergeijn (2010) find a
strong relationship between instruments of economic diplomacy and cross
border trade, but gains are increased by choosing appropriate instruments for
particular markets. Malawi can use the challenges it faces as landlocked
country to lobby for preferential trade access to certain markets. However,
Malawi has to ensure that its products and services are more diversified and
of high quality. Malawi can also use the existing diplomatic relationship with
China to negotiate for better terms of trade and more of diversified Malawian
products and services in the Chinese market.



Lastly, as pointed out in the introduction by Oyejide, Bankole and Adewuyi
(2009) Malawi should look at how the availability of natural resources, external environment and investment institutions and policy choices have influenced its trade gains and losses with China so that the nation improves its
trade potential and benefits.
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The research also finds that there is no positive correlation between the amount of
investments by China and the number of jobs created. In some years there are more
investments but fewer jobs created. This suggests importation of Chinese labourers.
A total of 13796 jobs were created from 2005 to 2012 which is a positive contribution considering a large number of those in the informal sector. The Malawi Government could sign an agreement with the Chinese embassy in Malawi outlining how
many Malawians could be employed, the specific sectors and the terms of employment. This would secure more jobs for Malawians and ensure transference of skills
over time. In addition, there should be a match between the technical school training and skills required for Chinese investments, so that importation of Chinese labour is reduced. Furthermore, there should be a transfer of higher end job managerial
skills to qualified Malawians so that qualified Malawians are able to advance and
receive promotions.
There is room for China to do more to boost Malawi’s food security and encourage
local agribusinesses. Initiatives for local processing of products are underway by the
Malawi government but the challenge is poor packaging. China can come in to help
in this area so that the products meet export standards. Future scholarship can look at
the impact of China in each of the areas in details. China has also provided study
scholarships to Malawians. However, future studies can also look at areas of study
and how it has helped beneficiaries.
The overall conclusion is that China’s role in Malawi’s development is mixed with
both gains and losses for Malawi. But there is room for Malawi to benefit more from
the relationship. Malawi needs to have strategic and forward looking thinking so that
it benefits more than it currently does. Malawi cannot copy what China has done to
achieve economic growth and development. The Malawi government should develop
its potential by identifying what Michael Porter (1998) calls “clusters of development” within the Malawian economy. The clusters will be the building blocks that
could transform Malawi. They can be identified by conducting research within Malawi so that contextual issues are considered.

© Centre for Chinese Studies, Stellenbosch University
All Rights Reserved.

69

AFRICAN
EAST-ASIAN
AFFAIRS

Issue 4
December 2014

THE CHINA MONITOR

The Chinese government also needs to deal with the Malawi government based on
Malawi’s level of development. This entails helping Malawi develop its potential in
the four areas of co-operation. China needs to take responsibility for the role it plays
in losses that accrue to Malawi. This will also help in shaping China’s international
image as it seeks to establish itself as a responsible global leader.

Endnotes
1

The nine priority areas are agriculture and food security; energy and industrial
development; mining and tourism; transport infrastructure and Nsanje World Inland
Port; education, science and technology; public health, sanitation, Malaria, HIV and
AIDS management; integrated rural development; Green belt irrigation and water
development; child development, youth development and empowerment; climate
change, natural resource and environment management (Government Malawi
MDPC, 2012)
2

The Organisation for Economic Cooperation and Development (OECD) defines
aid for trade as a tool to strengthen the productive capacity of developing countries
to deal with supply side constraints and also fill gaps in trade related infrastructure
(OECD, 2013)
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Annex A: Areas of Chinese Investments and Total number of Companies

a

Few companies registered in 2011 and 2012 because of the political instability that
Malawi experienced. Major donors left following poor governance concerns leading
to the weakening of the Malawi currency, the kwacha and then the head of state died
in April of 2012.
b

Manufacturing over the years has been in the following areas(shoes, textiles, feeds,
sandals, cooking oil, soft drinks, disposable paper, plastic plates, furniture, tannery,
food processing, detergents and blankets.
c

Also includes agriculture equipment.

d

Services have been in various areas: photographs, photo studio, restaurants, Chinese medicine, construction, advertising, designing, tyre retrade, and pharmaceutical.
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Annex B: Sector, Total Chinese investment and employment levels for the year
2012e

e

From January to September 2012, US$ 43,300,000.00 was approved under the column ‘new approved’ with a pledge of creating 279 jobs. US$ 21,250,000.00 with a
pledge of creating 479 jobs has not been approved.
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