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1.
THE CONCEPT OF “MAINSTREAMING TRADE” INTO THE NATIONAL DEVELOPMENT AGENDA

The Integrated Framework approach has been in existence for a number of years, implemented in a number of LDCs with varying degrees of success. 

The concept has achieved wide acclaim and is sound in principle, the main problem has been in how to achieve co-ordinated and coherent implementation. The IF cannot be approached on a stand alone basis and a combined or co-ordinated approach is required if any level of mainstreaming is to be achieved.  At the WTO Workshop on Mainstreaming of Trade into Country Development Strategies held in January 2001the following comments were made regarding the mainstreaming process and relevance:

· Mainstreaming trade into overall national development plans and poverty reduction strategies has arisen as an issue of urgent necessity because, although trade liberalisation and reform are necessary for generating  resources and growth for poverty reduction, they may not work unless they receive support form complimentary policy areas ( macro economic, regulatory and structural policies); 

· An integrated reform package is essential because there are strong linkages amongst policy areas. For instance, inappropriate fiscal, monetary and exchange rate policies will adversely impact on trade development. Although trade generates growth for poverty reduction and development, sound macro economic policies provide the foundation for all reforms.

· Trade liberalisation and reform do not work in isolation. Mainstreaming is important for several reasons. Often it is not the trade ministries that have the budget for development cooperation but the development ministries and multilateral organisations.

· LDCs and developing countries require a positive strategy for trade integration to fully benefit from the multilateral trading system. The “positive strategy” needs to include high level of prioritisation in the national agenda, indicated by inclusion of trade development in the national budget – No money = No Importance. The two particular aspects that need to be brought into this are the manner in which each country wishes to use trade to increase the generation of wealth to all areas of the economy and the manner in which the country will interact with the global economy. Countries need to have a predetermined agenda for development of trade, for the basis of this development and for the conditions they are willing to adhere to, rather than merely accepting the requirements or dictates of developed countries. 

· Core issues in mainstreaming are:

· Sequencing of reforms and national policy trade-offs

· The issue of choice confronting LDCs in determining priorities of companion policies as well as the important issue of country specificity; The same approach may not be applicable to all LDCs

· Ownership and domestic co-ordination amongst key national economic ministries is an important issue

· Financing is critical in mainstreaming efforts, in the absence of which efforts to mainstream dissipate

· Mainstreaming has to be implemented systematically. Long term horizons are required, there are no quick fixes.

· Mainstreaming trade is not simply about the use of consultants to write reports. It requires ownership by the LDC in order to ensure that trade priority areas of action are systematically integrated into the national development plans and strategies for poverty reduction.

· The regional setting is important as a medium for mainstreaming trade and seeking to expand the market access opportunities

· Market access has become far more important for LDCs now than they were a decade ago as demand has increased for LDC products considerably over the past ten to fifteen years.

Experience in the mainstreaming of trade has varied, with some countries achieving significant results and some not achieving any major changes. The themes drawn from country experiences were:

· Trade is a powerful engine for growth for developing countries

· Governments need to ensure that trade, as the engine for growth, is brought about through introduction of sound economic policies, including appropriate trade policies, and to incorporate these policies into development plans and poverty reduction strategies 

· Significant progress in trade liberalisation has happened in most LDCs 

· Successful implementation of policies and plans depends largely on the capacity of human resources in LDCs. These resources are generally lacking in LDCs and this is an area where the international community can provide assistance, ensuring the full implementation of the IF. Suggested actions are the allowance of duty free access to products from LDCs and to a fast track approach to LDCs accession to WTO 

· Dialogue between trade and other ministries and between government as a whole and private sector is of key importance to establish

· There is a need to mainstream development into trade, in order to ensure that increased trade impacts positively on poverty reduction

The core issues in the mainstreaming of trade process were seen as being:

· A global agenda is critical, not only from a trade aspect, but also considering broader issues such as finance and aid

· LDCs main constraints are in institutional framework and capacity

· Market access is paramount

· Reduction in non tariff barriers

· Assistance for LDCs with regulatory issues and other behind the border indications of the new trade agenda

It is imperative that countries establish ownership of the IF process and that they engage donors into the process.

2.
DEVELOPING A POSITIVE STRATEGY TO MAINSTREAMING TRADE

If trade is to develop in a manner that will positively impact poverty reduction and generate ongoing wealth this must happen within the correct structure. Designing the “correct” structure has been the elusive factor for many countries. Not all trade will lead to poverty reduction, so increasing trade per se will not necessarily have the desired impact. In order to obtain the desired impact strategies and frameworks need to be developed around the mainstreaming of trade into the national development and poverty reduction agenda. 

Issues to be taken into account in establishing a positive strategy are as follows:

· Design of policies that will facilitate access for lower income and SME level business to increased local and / or export markets.

· Design of policies that will foster the growth of the SME sector.

· Develop integration and linkages for SMEs to larger organisations.

· Identify strategic industries or sectors to be supported

· Establish support systems throughout the value chain / supply chain for these strategic industries. This support needs to be in the form of support for development of areas where weaknesses exist, capacity is required or capital expansion is required but not able to be afforded by participating organisations, especially in the provision of infrastructure.

· Obtain the commitment to change political goals where these are at variance with the economic wellbeing of the nation as a whole. It has become evident that the level of commitment to economic change in many LDCs and Developing nations exists only as far as will further a political agenda. This commitment has to be addressed if meaningful change is to be obtained and poverty reduced.

· Establish a secretariat able to manage and control the projects to be undertaken. ( see the attached project structures as Appendix 1 to 3). In order to control the projects properly it is essential that a database of the projects is maintained on the basis given in appendices 1 through 3 of this report. This data base will need to be undated on a regular basis.

· Establish a system of regular dialogue between the public sector, private sector and donor stakeholders to the trade and mainstreaming process.

As a side comment, it may be worth while changing the name of the Integrated Framework process as the name has led to a great deal of confusion – renaming the process may help.

3.
MAINSTREAMING OF TRADE INTO THE NATIONAL AGENDA IN MALAWI - NOTES AND THOUGHTS ON THE MALAWI CASE STUDY

The key question is as to whether the IF has assisted in Malawi and what it has achieved, or if it has not been successful, why not and what can be learnt or corrected in order to improve the IF level of achievement. 

Malawi has been selected as an IF pilot country for the implementation of the new IF approach, not necessarily because of success in implementation, but because of a willingness to try and implement the new IF process.

Has the IF approach (Mainstreaming trade) been successful in achieving greater coherence of trade policy with national economic development plans?

· Answered in the context of Malawi, the IF has had some impact on improving the coherence of trade policy with national economic plans. This has been due in part to the MTPP project undertaken, which the IF formed an integral part. 

· The failure to improve the achievements has been the fault of both donors and the government of Malawi. In order to full y understand the problems and therefore identify the correct solutions it is necessary to examine Malawi as a country and the actions required as a whole to improve the trade and poverty situations in the Country. General solutions will not work.

· The concept of “mainstreaming trade” is not widely understood and is not therefore actionable. As with most developing countries and LDCs economic and trade development capacity is limited, the understanding of many of the concepts aligned to development is limited

· A fully integrated reform package does not exist, the co-ordination between ministries is lacking and as a result achievement has been limited

Important areas to note are as follows:

· Trade Policy still is not regarded as politically important and is therefore not high on the agenda of issues to be pushed. 

· Until the political will to address poverty is obtained, trade will remain a background issue.

· As the next elections approach and the question of the current president standing for a third term of office rears its head, dealing with trade and poverty issues will be shelved in favour of short term and more politically appealing issues.

Areas where Malawi falls short in implementation of the IF are as follows:

· The profile of trade on the government agenda is low and the funds allocated to trade and its development are too small to achieve anything meaningful 

· Ownership of trade as an issue is lacking and co-ordination between ministries on trade issues is lacking.

· Macro economic stability has not been achieved, private sector is shrinking as a result of inappropriate policies and lack of support

· Donor support and buy in to the IF process is lacking. A great deal of discussion has been held on the matter but there has been no increased commitment or co-ordination.

· Communication between the public sector, private sector and donor sector participants is poor. Co-ordination is virtually non-existent. This has to be addressed for forward progress to be made

· Co-ordination and management of projects being undertaken and projects required to be implemented is entirely lacking. This underscores the need to establish a secretariat to manage the process and establish a database of the projects required in order to start the process towards cohesive management of project ownership, funding and implementation

Does greater co-ordination among the leading international organisations promote or undermine national governance?
The concept of greater co-ordination leading to the promotion of improved national governance is basically sound. Implementing this is, however not so easy. Co-ordination has been one of the elements that has eluded the Malawi IF process completely; to the point where the private sector participants had given up hope of there being any achievement at all. The most commonly heard comment was “we are not prepared to talk about this again, to more consultants, unless some action is perceived to have happened!”

Co-ordination need to be established between the Government, Public sector, Private Sector and the Donors and needs to cover the projects required (as per appendix 2), the projects being undertaken (as per appendix 3) and who will fund and manage the process of bridging the gap between the two.  There also need to be co-ordination between donors on the implementation of projects in order to maximise the use of funding and resources. This is not happening to any major degree at present; donor co-ordination is still weak in Malawi and that this needs to be addressed as a matter of urgency. The round table conference to adopt the IF still has not taken place, donors have still not made any concerted effort to adopt projects in line with the IF and a rethink on how to make this happen needs to happen

The Malawi Government still views trade and the link to poverty reduction in a somewhat ambivalent manner.  Co-ordination between ministries is weak, leading to the PRSP being developed without any involvement from the Ministry of Commerce and Industry and without reference to the work being done on the IF.

The short answer is that it does promote national governance, but this depends largely on the type of government in power, the policies being followed by that government and the level of cohesion and communication between the public and private sectors and the donors.

General Comments

In answer to both of the above questions, the IF process has the potential to achieve great things, but will remain a potential until the issues of control, ownership, co-ordination and implementation management are addressed.

It is our opinion, having been involved in the process at all levels in Malawi, that a co-ordinating secretariat is essential, a database of projects is essential and an agreed action and implementation plan is essential, agreed between public sector, private sector and the donors.

Solutions to the Malawi problem

· Establish an independent secretariat for the IF Process

· Establish an agreed database of projects to be undertaken that will comprehensively address  the needs identified

· Establish sound communication and co-ordination processes between public sector, private sector and the donors

· Establish project funding, implementation and management processes to be implemented by the secretariat.

4.
CONTEXT FOR THE INTEGRATED FRAMEWORK IN MALAWI

The concept of the integrated framework is to provide an integrated approach to donor support for development of trade and to the mainstreaming of trade into the national agenda, through provision of a consolidated needs and constraints analysis and a consolidated listing of projects and support required to address these needs and constraints, and the inclusion of an integrated and inclusive approach to poverty reduction.

The aim of the integrated framework exercise was to assess and address the issues, needs and constraints pertaining to Trade Policy, economic growth and development for Malawi. As this is a broad area and there are a number of factors surrounding Trade and trade Policy, areas such as poverty alleviation, infrastructure development and agricultural and industrial diversification have been included.

In compiling the framework it is assumed that the objective of trade policy is to facilitate efficient and effective development of trade, increasing investment, output and earnings of the country as a result, thereby reducing or positively impacting on poverty. 

4.1
The detailed objectives of the integrated framework in Malawi

· To help ensure that the trade-related technical assistance is demand driven by Malawi to meet its needs effectively;

· To assist in enhancing ownership by Malawi over the trade related technical assistance;

· To build institutional capacity to handle trade policy issues in both the public and private sectors and to facilitate a consultative process between them for trade policymaking;

· To enhance Malawi’s ability to comply with the WTO, multilateral, regional and bi-lateral trade agreements;

· To strengthen export supply capabilities;

· To remove supply side constraints which continue to impede supply response to opportunities created by the various trade agreements;

· To strengthen trade support services (access to trade finance, support at the enterprise level including access to business information, use of information technology, adaptation/development of new products, advice on standards, packaging, quality control, marketing etc.);

· To provide a dynamic framework that will review how Malawi’s needs change vis-à-vis the constantly evolving trade environment and adapt the programme of activities accordingly;

· To strengthen trade facilitation capabilities in all government agencies to simplify and enhance the import and export procedures;

· To enhance the development of human resources in all areas of trade related activities for all stake holders; and

· To create support for and provide assistance to trade related regulatory and policy frameworks that will encourage both trade and investment.

4.2
The history of the Malawi Trade situation

Malawi has made a number of changes in Trade Policy over the past few years in an attempt to increase trade and increase earnings for the country.

Prior to 1996 the Malawian economy was managed as a command economy and as a result many sectors were inefficient and struggled to compete effectively in the export market. In a bid to stimulate growth in the economy, and in the private sector in particular, measures were taken to liberalise the economy. Included in this were price decontrol, elimination of foreign exchange rationing and industrial licensing, reduction of corporate tax levels, introduction of market based instruments for monetary policy management, import liberalisation, introduction of an investment Promotion Act and Export Processing Zone Programme.

The initial policy objectives set were:

a) to support a liberalised basis for private enterprise as the base for commercial and industrial activity

b) promote rather than regulate business activity

c) minimise regulation

d) limit parastatal involvement to areas of specific national significance

e) promote growth, efficiency, stability and equity

f) actively encourage foreign investment 

g) avoid concentration of manufacturing and commercial activity in the hands of a few investors

h) emphasise support for small scale enterprises, both formal and informal

i) emphasise exports so as to increase domestic employment and the generation of foreign exchange

Achievement against these has been limited due to a variety of problems encountered. 

Changes / additions / expansions to policy objectives as a result of the review of the initial policy set were:

· accord priority to the creation of a trade and industrial information infrastructure in Malawi

· ensure the existence of an efficient trade and industry data base in the Ministry of Commerce and Industry

· ensure that the relevant trade and industrial information is disseminated to users

· use best endeavours in co-operation with its neighbours and development partners to rehabilitate all transport routes

· implement a national policy on transportation

· upgrade the transport services network

· encourage private sector participation in the provision and maintenance of infrastructure

· deregulate the telecommunications industry

· encourage local authorities to improve the sewerage systems

· encourage private sector participation in the provision of electricity

· accelerate efforts to offer fully serviced industrial sites at affordable rentals

· provide, in collaboration with the private sector, warehousing and cold storage facilities at international airports to facilitate the export of perishables

· provide more factory shells with private sector involvement

· accord priority to Human Resources development with the specific reference to the needs of commerce and industry sectors

· increase the tax allowance in respect of training expenses incurred by employers

· increase investment in education and training

· promote harmonious labour relations

· accord priority to the implementation of the National Science and Technology Policy

· establish a National Productivity Centre

· provide fiscal incentives to manufacturers for industrial research and technological development as well as standardisation and quality development

· establish, in partnership with the private sector a Technology Department Fund to facilitate sector specific research and development

· encourage the establishment of a Design Centre to serve as a focal point for product, packaging and materials design and research in innovations and development activities

· continue to give priority to the introduction of reforms in the financial sector aimed at increasing resource mobilisation, improving financial services and intermediation and increasing long term financing for development

· expedite the introduction of facilities for export credit guarantee schemes and the provision of pre and post shipment finance

· establish an Export Import Bank

· intensify efforts to publicise the funding and financing facilities which regional and international institutions offer to Malawi

· expedite the enactment of competition law

· complement privatisation with deregulation of market entry to ensure that the privatised enterprises do not enjoy monopoly powers

· strengthen investment promotion institutions

· eliminate impediments to the investment approval process

· ensure that the public sector is geared towards the promotion and marketing of Malawi as a destination for private investment

· ensure the existence of a stable and conducive investment climate

· continue to review and update all laws that negatively impact on commerce and industry, to ensure that they are brought into line with prevailing policy of establishing an enabling environment

· strengthen existing private sector organisations

· accord priority to the restructuring of the Ministry of Commerce and Industry

· review the functions and effectiveness of the support institutions

· include issues of small enterprises development in the activities of the district trade offices

· emphasise export market development and product diversification

· introduce an “exporters first” strategy to target enterprises with the capacity to export goods and services

· simplify and harmonise trade documentation and procedures

· establish commercial representation in strategic and potential export markets

· offer a competitive package of incentives in order to attract more export orientated investment and become more competitive internationally

· ensure administration of the EPZ programme for maximum benefit to the country

· take immediate steps to implement WTO agreements

· align all national legislation affecting trade to WTO Agreements

· make maximum use of the WTO rules on subsidies for the purposes of exporting to target markets

· take further steps to protect target industries by invoking Articles XVII and XIX of GATT

· ensure the continuous dissemination of information regarding WTO agreements to the business community

· disseminate information to the business community on existing preferential trade agreements

· accede to the Agreement establishing GSTP

· reduce tariffs and other charges on capital equipment

· disseminate information to the business community on COMESA and SADC agreements

· ensure reciprocity in the implementation of sub regional and bilateral trade arrangements

· take remedial measures such as countervailing and anti-dumping measures and safeguards to protect domestic manufacturers and traders

· develop necessary technical capability for managing internal and foreign trade laws, including anti dumping law

· strengthen the capacity to support the development of co operatives

· decentralisation the registration of business names under the Business Names Registration Act

· ensure flexibility in the period of issuance of business licenses

· accord top priority to industrial sector development 

· promote export orientated industrialisation 

· optimise the exploitation of natural resources

· promote strategic industrial sub sectors and product groups on the basis of their potential to maximise economic and social benefits 

· promote industrial linkages within the manufacturing sector and between the sector and rest of the economy

· intensify investment promotion efforts to attract an increased flow capital into the manufacturing sector from domestic and foreign sources

· ensure environmentally sustainable industrial development

· ensure that the MSE policy is implemented

· promote institutionalisation of an interactive consultative process for the formulation of the trade and industry policies and other related matters and a means of implementing them and establish a strategic alliance between Government and the private sector

· implement a competition policy

An issue that is seen as key to the resolution of these problems is the establishment of an integrated framework approach covering all donor and other assistance in order to ensure that the maximum benefit from this assistance is obtained and that a common direction to resolving problems is taken. 

The integrated framework structure has sought to structure the needs arising from the needs analysis against the projects required to address these needs, the projects currently being undertaken and those requiring projects and structuring or funding. The integrated framework is divided into three components:

· a listing of the needs / constraints identified, referenced to the projects identified as being required to address the needs / constraints

· a listing of all of the projects required to address the needs / constraints referenced to the projects currently being undertaken and the needs / constraints under consideration

· a listing of all projects being undertaken in the country that have a relation or bearing to trade, trade policy, development and poverty alleviation.

4.3
Malawi’s Trade Strategy

Trade Liberalisation

· Malawi has embarked on an import liberalisation strategy with the assistance of the IMF and other donors, as a result of which the economy has become increasingly open to imports.

· In 1999 the maximum tariff was reduced to 25%, items previously charged at 5% were transferred to the 0% duty list.

· In 2000 there was a further reduction of the duty levied on various intermediary inputs from 15% to 10%, duty on computers and printers was reduced from 25% to 0%. Malawi only imposes quantitative restrictions on imports and exports in exceptional circumstances- for example in a recent attempt to deal with the problems being experienced by local poultry producers in the face of a surge in imports from Zimbabwe and South Africa.

· It is important that these types of action do not become NTBs. This can only be done if they are used as temporary (ie with a clear end-date) measures as part of a coherent restructuring programme for the sector concerned, or to provide temporary protection for infant industries. Where such temporary measures are being imposed, it will avoid claims that these are disguised NTBs if they are notified to Malawi’s SADC trading partners. 

· While Malawi does charge a surcharge on imports, this is non-discriminatory as it operates more like a sales tax and is levied equally on equivalent products produced in Malawi. Therefore, Malawi’s surcharge is not considered an NTB (except in the case of transport where the foreign haulier is not charged the 20% surtax and the local haulier is in areas where they compete on the same routes). 

· Customs and other procedures are not generally used by the GoM to restrict competing imports. 

· Of more concern to the Malawian business sector is the issue of corruption at the border posts which is allowing the importation of some consignments of competing goods on which little or no duty has been paid- this is creating unfair competition for locally produced goods. This problem will be partially addressed once duties on regionally produced products are reduced to 0

Trade Agreements

· Malawi is fully committed to participating in the multilateral trading system. 

· Malawi is a member of the WTO and is currently involved in implementing its obligations under the WTO. 

· It is seriously constrained with respect to the implementation of these obligations and interests due to limited financial and skill resources. 

· Malawi’s lack of a permanent presence in Geneva constrains its ability to fully participate in the ongoing activities and discussions of the Organisation. 

Malawi is a signatory to :

· the Cotonou Agreement. Under the new agreement with the EU, Malawi has to decide whether to seek an Economic Partnership Agreement (EPA) with the EU, as part of a regional grouping, or whether to allow its trade regime with the EU to operate under the regulations being offered by the EU to all LDCs. Under an EPA, Malawi would have to reciprocate the preferential market access to the EU, but would most likely be able to maintain the benefits of the Sugar Protocol (although those benefits are declining). The country would then have to decide on which regional grouping would serve its interest best in order to negotiate the EPA. Under the LDC arrangement, which would come into force by 2005, no continued benefits from the existing protocols would be possible, but Malawi would not have to offer free trade to imports from Europe. A decision has to be made regarding which route to take by September 2002. The current non-reciprocal preferential Lomé trade arrangements will expire at the end of 2007.

· COMESA, having recently joined the Free Trade Area, along with eight other countries. Duties on qualifying goods were accordingly reduced to zero on 31st October 2000. A commitment has also been given to implementing the COMESA Common External Tariff and joining the COMESA Customs Union in 2004.

· SADC Trade Protocol, although final details are yet to be agreed. 

· bi-lateral trade agreement with Zimbabwe (fully reciprocal, covering most qualifying goods)

· bi-lateral trade agreement with South Africa (which grants a number of Malawian products free access to the SA market, on a non- reciprocal basis). 

Commercial Aspects of Governance

· commercial conflicts are governed by the Trade Disputes Act and dealt with through the normal court system. 

· issues relating to copyright are dealt with in terms of the Copyright Act of 1989. 

· Enforcement of this Act’s provisions is the responsibility of the Copyright Society of Malawi

· The registration of patents, designs and trademarks, and the issues arising from these are dealt with by the Registrar General in the Ministry of Justice. These are covered by the Registered Designs Act of 1958, the Trade Marks Act of 1958, and the Patents Act of 1958. Disputes relating to patents, designs and trademarks are also dealt with through the normal court system.

· While Malawi has some regulations relating to the protection of the environment, these are not enforced consistently due to serious financial and skill constraints. In the major urban areas there are clearly designated areas for manufacturing and other economic activities with little or no environmental policing activities.

Poverty Reduction

The GoM is currently in the process of developing an overall Poverty Reduction and Growth Strategy. This strategy will take into account the earlier work done on poverty reduction including: Vision 2020; the Policy Analysis Initiative; the Taskforce on SIPs (Sector Investment Programmes) and SWAPs (Sector Wide Assistance Programmes) in the Ministries of Education, Health, Agriculture and other line Ministries; and in the Public Expenditure Review. A consultative group has been established which consists of representatives of the public and private sectors, and of the various civic groups and NGOs. An initial “road map” was developed and endorsed by the consultative group in mid-2000. The final document will incorporate the revisions of the initial draft that will have come from the consultation process and the report back workshops with the various stakeholders. Initial finish date for the process was July 2001, but has extended and is not yet complete.

Included in the final document will be a commitment by the GoM to promote macro-economic stability and reduce the size of the civil service. With respect to trade policy, the strategy document will restate the GoM’s commitment to maintaining low tariff rates, promoting investment in domestically manufactured exports, facilitating product diversification, and strengthening export promotion activities.

Export Strategy

The GoM has handed the responsibility for the development and execution of the national export strategy to the Malawi Export Promotion Council (MEPC). This is a statutory body that was created through the Export Promotion Act of 1971. Progress with respect to the achievement by MEPC has not been properly monitored. 

The vast bulk of Malawi’s exports are to its traditional markets in the USA, Europe and South Africa. Tobacco and primary agricultural products make up most of these exports. The marketing of these commodities occurs through well established channels, and requires little assistance from MEPC. Therefore, and given its serious resource constraints, MEPC has taken a policy decision to concentrate most of its efforts on developing the regional market for Malawi’s non-traditional exports. In line with a study done in 1994, MEPC believes that the Malawian manufacturing sector has comparative regional advantages in: instant coffee, other food products; cotton fabrics; instant tea; condiments; leather products; edible oils; cotton wool; cotton yarn; garments; wood and wood processing; gem stones; and handcrafted utility items. However, there is little evidence of much active targeting of these sectors by MEPC in their promotional activities.

In order to facilitate the export efforts of the productive sector the GoM has removed restrictions on most exports (apart from some strategic food products), reduced (and in many cases abolished) duties on imported raw materials and other inputs into production, and introduced export processing zones. These positive actions have been countered by the unstable macro-economic climate (especially the high interest rates and inflation), and by the high costs of transport in the region which have been exacerbated by the continuing inability of the Mozambican transport system to handle Malawi’s exports. Another serious problem for Malawian exporters of manufactured products is the high duties charged on these products by Tanzania, and Mozambique. As a consequence of these duties there is a very high degree of cross border trading in various Malawian consumer products (matches, sugar, soap, alcoholic beverages, utensils, agricultural tools and implements, etc). Due to the fact that these products enter these markets through “unofficial” routes no duty is paid on them. This means that the producers of these goods (who would be required to pay duty) are not able to compete with the prices of their own product in these markets. They cannot, therefore, ensure customer loyalty and grow their market share through the normal marketing processes. 

Apart from tourism, there is very little emphasis on the export of services in official GoM policies.

Non tariff barriers to trade exist at a fairly high level. 

5.
ACTION PLAN AND NOTES 

The integrated framework has included a number of projects for infrastructure and private sector development. The individual needs of each sector in the economy has not been addressed as it is felt that these projects will apply to all sectors. Thus the private sector and infrastructure projects are intended to benefit goods and services operations and must include areas seen as high importance, such as tourism, banking, insurances.

Malawi will need to develop increased exports in services as well as goods in order to broaden its earnings base. This will need addressing in the private sector development projects and the correct orientation given. Tourism will also need to be given high priority status, hence the inclusion of the infrastructure projects required to facilitate the growth and development of the tourism sector.

Notes on use of the Integrated framework

In order to make the integrated framework easier to use it has been split into the three appendices

· Consolidated Needs Analysis and Suggested Projects

· Future and possible priority projects (submitted for funding)

· Status of current projects by Donor, Government and Private Sector

5.1
Consolidated Needs Analysis and Suggested Projects

	Column 1 – Need Ref. No
	All needs / constraints identified have been numbered for reference purposes and these are used to refer to in the subsequent appendices

	Column 2 – Need 
	The needs are as stated in the needs assessment

	Column 3 – Issue to be addressed
	The issues required to address the needs have been stated in order to clarify the projects required

	Column 4 – Project to address the issue
	This lists the projects required to address the needs and issues highlighted

	Column 5 – Project Ref. No
	Each project has been given a reference as per appendix 2 and this number is given on this schedule to allow cross referencing


5.2
Future and possible priority projects (submitted for funding)

	Column 1 – Project Ref. No.
	A reference number has been given to each identified project in order to facilitate cross referencing

	Column 2 – Projects identified as required
	Listing of projects identified from Appendix 1

	Column 3 – Cross reference to Needs / Constraints
	Cross reference to the needs constraints in Appendix 1 to show which issues are being addressed by each project

	Column 4 – Cross reference to Current Projects list and status
	Cross referencing to Appendix 3 – the projects currently being undertaken.

	Column 5 – Action / Project required for the future
	Listing of the actions or projects still required to address the needs and issues identified, after having considered the projects currently being undertaken

	Column 6 – Donor – indicative (to be completed by interested donors)
	Space has been left for donors to indicate their willingness to fund or be involved in the remaining projects / actions identified

	Column 7 – Priority
	In order to assign an order to the projects and actions a priority has been given to each project with a key to the meaning of the priority at the foot of this appendix


5.3.
Status of current projects by Donor, Government and Private Sector

	Column 1 – Proj.No
	Project number assigned to each project currently being conducted or approved

	Column 2 – Project
	Official title of the project

	Column 3 – Description
	Official description of the project

	Column 4 – Status
	Current progress and / or status of the project

	Column 5 – Area of Support 
	The economic area being addressed by the project


5.4
Action plan for adoption of the integrated framework

In order to adopt and implement the Integrated Framework the following action are going to need to be taken:

	Task
	Timing
	Person / Agency responsible

	Review Draft Integrated Framework  and Projects
	
	Ministry of Commerce and Industry

	Review Draft Projects listing and status
	
	Ministry of Commerce and Industry and all donor and government agencies

	Finalise Integrated Framework
	
	Ministry of Commerce and Industry and Imani Development

	Formally approach Donor community to gain support for and commitment to projects
	
	Ministry of Commerce and Industry

	Compile a consolidated listing of donors and projects that are agreed to be funded from the above 
	
	Ministry of Commerce and Industry and Imani Development

	Compile a master project plan for implementation of the projects
	
	Ministry of Commerce and Industry and Imani Development

	Compile individual implementation plans and measurement milestones
	
	Ministry of Commerce and Industry and Imani Development

	Hold quarterly implementation progress meetings
	
	Ministry of Commerce and Industry and Imani Development
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NEEDS LISTING 

CONSOLIDATED NEEDS ANALYSIS AND SUGGESTED PROJECTS (SAMPLE PAGES OF THE COMPLETED DOCUMENT)

	A.
SUPPLY CONSTRAINTS 

	Need Ref No.
	Constraint / need
	Issue to be addressed
	Project / action to address the issue
	Project Ref. No

	A1
	Macro economic stability
	Current macro economic fundamentals need addressing. Issues such as High inflation and interest rates, low employment and job creation, low GDP growth require addressing
	Review of the Macro economic fundamentals
	PR23

	A2
	Malawi’s land-locked location 
	High transport costs

Long lead times for imports

Uncompetitive exports

Poor management of the ports
	Study on the transport needs and development requirements

Study on Policy requirements for transport investment and development 

Initiation of transport development projects in both public and private sector
	PR1

PR2

PR3


ETC.

	B.
INSTITUTIONAL BOTTLENECKS

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	B1
	Management and capacity of institutions
	Inadequate skills and resources in most support institutions. Management in most institutions is weak / lacks professional training and experience

Remuneration in most institutions is poor and unlikely to attract / retain professional and suitably qualified staff

An overhaul of most institutions is required,  included in which should be a re structuring and re engineering  exercise,  looking at improving skills levels and reducing the numbers of staff employed – issues such as political interference and leadership will need to be addressed
	Critically review the role and effectiveness of each support institution and restructure accordingly to ensure they achieve higher levels of effectiveness
	PR17

	B2
	Financial and material resources
	Most institutions are seriously under funded

There is misuse of funds and limited exploitation of the available resource base
	Review the manner in which institutions are funded and seek to restructure these. 

Improved credibility would strengthen the fundability of these organisations through private sector participation and thus the critical review of the organisations will be critical to long term sustainability.
	PR35


ETC

	C.
MAIN BOTTLENECKS TO EXPORT DIVERSIFICATION 

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	C1
	Reliance on traditional established markets / inability to establish new markets
	Need to explore new markets

Educate Malawian companies on exporting and export potential to other countries
	Embark on an awareness and development programme to increase private and public sector knowledge of export opportunities and how to realise these.

Embark on a programme to educate manufacturers to the markets available and their benefits to Malawian companies
	PR13




ETC

	D.
NATIONAL INVESTMENT POLICY

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	D1
	Private sectors limited ability to play a lead role 
	Government wishes to remain out of the productive sector, preferring that this be undertaken by the private sector. This needs to be strengthened

Ownership by the private sector to be addressed
	Review to ensure creation of enabling environment 
	PR29, PR30, PR24, PR27

	D2
	Enhancement of the Malawi Investment Promotion Agency
	MIPA has been established but needs to be strengthened and a one stop shop approach needs to be implemented to facilitate less bureaucratic investment path

Unsatisfactory performance to date

Legislative framework to be reviewed to allow MIPA to act as a real one stop shop
	Review MIPA project

Review all professional and skills training in the country and recommend changes in structure to orientate training and skills development to the requirements of the business environment
	PR28

PR10


ETC

	E.
INVESTMENT FLOWS

	Need Ref  No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	E1
	Small domestic market
	The domestic market is small and there is a limited disposable income 
	Embark on higher level poverty alleviation programmes and self improvement.
	PR7

	E2
	Bureaucracy
	The current systems in use for processing investment applications, immigration applications etc are inefficient, cumbersome, bureaucratic and tend to discourage investment
	Critically review the role and effectiveness of each support and institution and restructure accordingly to ensure they achieve higher levels of effectiveness

Compile an attitude audit of government and institutional support organisations. From this derive a programme to work with government and institutional support organisations to change attitudes and increase support for export development
	PR17

PR22


ETC

	F.
TECHNOLOGY DEVELOPMENT AND TRANSFER

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	F1
	Limited finance
	Due to lack of specialist trade facilities and the conservative nature of financial institutions,  facilities to encourage exports, especially in the SME sector, are limited
	Project to review all trade related finance facilities available and recommend improvements in application and structure

Private Sector development programmes through

Technology joint ventures
	PR9

PR8


ETC

	G.
TRADE PROMOTION AND TRADE SUPPORT SERVICES

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref.No

	G1
	Difficulties in obtaining information on export opportunities
	Arising from the urban location of the export promotion agency and the fact that not many entrepreneurs know what is available at this organisation due to lack of publicity
	Identify Potential countries for Malawian exports

Conduct an “invest in Malawi” campaign in all potential countries

Government to embark on a publicity campaign to private sector on the incentives and structures available to encourage exports
	PR11

PR12

PR25

	G2
	Poor Product packaging and design
	Upgrading of packaging and product design required to compete on international markets. This will require technical assistance as well as updating of machinery
	Private Sector development programmes through

Technology joint ventures
	PR8


ETC

	H.
MARKET ACCESS CONSTRAINTS

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	H1
	High tariff rates
	This relates to countries where Malawi does not have any multilateral or bilateral trade agreements
	Tariff review

Negotiations with respective countries
	PR32

PR38

	H2
	Quality requirements
	International markets require standards that Malawian manufacturers are unable to meet

Manufacturers do not know the systems to enable them to meet the standards required
	Private Sector development programmes through

· Technology joint ventures

· Cost sharing grant Technical assistance programmes in Marketing, Productivity, Quality and management

· IT support programmes

Environmental support programmes 
	PR8


ETC

	I.
INVESTMENT PROMOTION

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	I1
	Need for one stop shop approach to investment 
	There is a need to reduce the bureaucracy involved in processing new investment. This could most effectively be done by establishing the MIPA as a “one stop shop” for processing and approval of investment applications   
	Identify Potential countries for Malawian exports

Conduct an “invest in Malawi” campaign in all potential countries

Review project

Government to embark on a publicity campaign to private sector on the incentives and structures available to encourage exports 
	PR11

PR12

PR25


ETC

	J.
MULTILATERAL TRADE SYSTEM

	Need Ref. No.
	Constraint / need
	Issue to be addressed
	Project / Action to address the issue
	Project Ref. No

	J1
	Weak  negotiating skills / capacity building
	Negotiating skills in government, ministries and lobby groups is weak and needs building if Malawi is to benefit from the multilateral trading systems

Loss of people and investment opportunities
	Development of Trade policy and negotiation capacity.  This will need to include the development of private sector involvement,, institutional support and awareness and the establishment of a Trade and Industry policy research unit.
	PR38

	J2
	Limited awareness of legal and policy issues. No capacity to implement WTO rules (i.e. notification requirement)
	There is a lack of knowledge of legal and policy issues and their application to Malawi. As a result Malawi is not benefiting fully from Multilateral trade agreements
	Development of Trade policy and negotiation capacity.  This will need to include the development of private sector involvement,, institutional support and awareness and the establishment of a Trade and Industry policy research unit.
	PR38
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FUTURE AND POSSIBLE PRIORITY PROJECTS

 (SUBMITTED FOR FUNDING) 

FUTURE AND POSSIBLE PRIORITY PROJECTS (SUBMITTED FOR FUNDING)

	Project Ref. No
	Project s identified as required
	Cross ref. To Needs / constraints
	Cross ref. to Current Projects list and status
	Action / Project required for the future
	Priority

	PR1
	Study on the transport and post & telecommunications needs and development requirements
	A2, C5, E5, G5  H5
	D11, D17, E4, E5, E6,  TR US1, US2, , WB2, WB3
	A study to cover the total country needs and a co-ordinated approach to their solution needs to be undertaken as a joint private sector / public sector project.
	3

	PR2
	Study on Policy requirements for transport investment and development
	A2, C5, E5, G5, H5
	D11, D17, E4, E5, E6,  TR US1, US2, , WB2, WB3
	Hindrances to the transport development need to be documented, and revised policies developed
	3

	PR3
	Initiation of transport development projects in both public and private sector
	A2, C5, E5,  G5, H5
	D11, D17, E4, E5, E6,  TR US1, US2, , WB2, WB3
	Continuation of current projects in :

· road development

· railroad development

· air transport
	3

	PR4
	Develop improved farming techniques. 

production closer to the export chain
	A3,
	D4,  E9, E11, E12, N3, PRSP1, , UN4, 
	A co-ordinated approach to development of agriculture in Malawi needs to be documented and a common approach agreed amongst the donors, government and small holders. 
	1

	PR5
	Diversify crops
	A3,
	 N3, PRSP1, UN3, UN4, US3, US5, US6, US7, 
	An investigation into the potential crops available for production, those best suited to Malawi and the requirements to produce these
	1

	PR6
	Link small holder crop closer to the marketing
	A3,
	PRSP1, US3, 
	A change in the structure of marketing used for most crops is required. This needs to be studied and new mechanisms put in place that better benefit the growers / small holder farmers
	2

	PR7
	Embark on poverty alleviation programmes and self improvement.
	A4, F3, E1, 
	D1, D2, D5, D9, D15, D16, D18, D19, N2, PRSP1, UN4, US8, WB8
	The PRSP programme needs to be put into place and the political will  found  and funding sourced to ensure its implementation
	1

	PR8
	Private Sector development programmes through

· Technology joint ventures

· Cost sharing grant Technical assistance programmes in Marketing, Productivity, Quality and management

· IT support programmes

· Environmental support programmes 
	A5, E7, F1, G2, G3, G4, G5, H3, E3,
	D3, D4, D9, D13, D14,   E1, G1, G3, G4, G5, G6, G7, G8, N1, N5, UN1, UN6, US9, US11, US12, US13, WB1, WB6
	A documented approach to the development of the private sector, on a sector by sector basis needs to be undertaken.

Reasons for non investment and lack of growth need to be investigated, documented and solutions found, including the required policy changes to be made by Government

Entrepreneur development programme

Creation of a fund for technological development 

Corporate culture reengineering programmes
	1

	PR9
	Project to review all trade related finance facilities available and recommend improvements in application and structure
	A6, C9, F1, G4, G6, 
	D3, D9, D19, N3, UN1, US11, US12, 
	Restructure of the banking Sector
	2


ETC 

Key to Priorities: 1 – Key, critical or required in short term, 2 – of high importance in the short term, 3 – important, can be accomplished over a medium term period, 4 – of lesser importance, can be done in the medium and long term
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INVENTORY OF CURRENT TRADE RELATED PROJECTS 
STATUS OF CURRENT PROJECTS BY DONOR, GOVERNMENT AND PRIVATE SECTOR

	DfID

	Proj. No
	Project
	Description
	Status
	Area of Support

	D1
	Starter Packs
	Provision of seed and crop preparation
	Recently completed
	Poverty Alleviation

	D2
	TRANSFORM
	Empowerment of the marginalised and poor to realise their rights within the constitution
	To Be started
	Empowerment

	D3
	Malawi Micro Finance Project
	Provision of credit, savings and training in Micro Finance
	Ongoing, 
	Micro Finance, Poverty Alleviation

	D4
	Dedza
	Support services for agricultural and business
	Current
	Poverty Alleviation

	D5
	Malawi Exports - TEEM
	Expansion of market led local business & exports
	Current
	Poverty Alleviation


ETC…..

	EU

	Proj. No
	Project
	Description
	Status
	Area of Support

	E1
	EBAS
	Private Sector development through trade and business development support. This can be in terms of consulting, technology or like assistance. Implemented in the region and accessible to Malawi
	 Ongoing 
	Trade and business development

	E3
	ASYCUDA (Automated systems for Customs Data)
	Enhancing of Customs efficiency, effectiveness and quality of import and export data available to the Treasury and to National Statistics Office. Improved revenue collection is anticipated as a direct result.
	First Phase completed

Second phase under way – to be completed Sept 2002
	Institutional support


ETC…..

	GTZ

	Proj. No
	Project
	Description
	Status
	Area of Support

	G1
	Economic Development and Employment Promotion Programme (EDEP) 

Ministry of Labour and Vocational Training
	Capacity building
	Current
	Institutional Support

	G2
	EDEP TEVETA
	Organisational Development, Capacity Building training and support
	Current
	Private Sector Development


ETC….
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