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) A. BACKGROUND

The public enterprises sector 10 Malawi has grown rapidly over the

period since Independence in 1964. Data for 1987 shows that there

were 32 institutions created by specific statute as parastatals

together with 3 State owned institutions registered as compan1es.

This number has since increased to 44 and comprise those which are

commercially viable, potentially viable and those on subvention

from the State.

Each of the institutions was created because it was felt that a

particular range of goods or services important to either the

basic welfare of the community or the economic and social development

of the Country would not be provided, or would be provided inefficiently

or inequitably by either the private sector or the Civil Service.

The parastatal sector in the Malawi context IS seen as an arrangement

whereby Government can maintain control over policy In a given area

while giving the enterprise access to a mIX of skills and operations

not open to the Civil Service.

B. ORGANISATION

Up to 1981 each parastatal was reporting to one Ministry or Government

Department. The Department of Statutory Bodies (DSB) 1n the Office

of the President and Cabinet (ope) was created in 1981 to monitor

parastatals performance and assist parastatals In both policy analysis

and planning) financial and personnel management including terms of

serVice. Todate, due to the limited capacity for technical analysis

in DSB) the capability has been devoted to staff and administrative

matters rather than overall analysis and performance monitoring.
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The overall interface with Government now involves three Government

institutions namely; the Department of Statutory Bodies, the

Treasury in the Ministry of Finance and the parent or technical

Ministries (e.g. Ministry of Trade Industry and Tourism for the

Electricity Supply Commission of Malawi). The role of Treasury

1S confined to the budgetary process concerned with the financing

of investments and with grants and subsidies although it is

represented on Boards. This has recently been more pronounced

for parastatals with serious cash flow problems and requiring loans

from Government. The relationship with the parent Ministry normally

•
involves elements of clarification of Government policy and assessment

of major technical choices particularly where State funded capital

expenditure is involved. The three Government institutions also

get involved in parastatal financial planning where a State subvention

is involved.

Co BOARDS AND MANAGEMENT

The Boards for the parastatals are appointed by His Excellency

the Life President in his capacity as the Minister responsible for

Statutory Bodies. Membership of the Boards normally constitute

representatives from the parent Ministries, the Treasury,

Department of Statutory Bodies all of which are ex officio, and

a number of private individuals with appropriate skills and experience.

The Chief Executives are also appointed by the Life President.
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The Boards responsibility is mainly seen as one of working with

Management on both the formulation of policy recommendation and

the execution of Government approved policy. Hence all important

policy decisions are normally referred to Government. This area

however is a frequent source of misunderstanding because of lack

of definition.

D. PERFORMANCE

The sector has experienced rapid growth Slnce Independence and by 1984,

it accounted for approximately 25% of GDP and grants and subsidies

to the sector accounted for 10% of Government recurrent expenditure.

The overall financial performance of the Commercial and quasi

commercial parastatals has reflected the performance of the overall

economy. Up to the 1970's Commercial parastatals were mainly

profitable. By the early 1980's the combination of a heavy

downturn in the economy and heavy commercial borrowing brought

a sharp deterioration in the financial situation. The rapid

deteriorating external transport situation aggravated the situation

as it meant loss of external traffic revenue in the case of Malawi

Railways. The external transport situation 15 now being restored

to pre 1980's situation and together with liberalisation of foreign

currency allocations, positive Signs on the bouyancy of the economy

are beginning to take effect. 1989 data shows improved financial

position compared to the previous year (Table I).
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E. POLICY AND STRATEGIES

The Government Statement of Development Policies 1987- 1996 has

addressed on the issue of the parastatal sector.

It is stated that the overall role and purpose of the sector will

remain esssentially unchanged and parastatal status will be retained

where it is appropriate as its various components will make an

important contribution to the many economic and social developments

for the future. Emphasis will however lie in improving efficiency

and effectiveness of the institutions including those departments

responsible for reviewing, monitoring and regulating the sector

than In creating new ones. Existing parastatals will be retained

only so fast as they remain justified. The activities of individual

parastatal will be adjusted to correspond with Government objectives.

Management and operational practices will be altered where necessary

in order to meet these objectives efficiently and within resource

constraints imposed by Government.

Specific strategies to be pursued will include;-

1. Review of corporate objectives of individual parastatals

to confirm their consistency with appropriate development

policy and their operation under parastatal status;

2. restrict creation of new parastatals unless there is

clear justification for choice of status;
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3. introduce a system of medium term corporate planning

for each parastatal;

4. introduce new monitoring system based on productivity

analysis and efficiency criteria, internal audit,

external technical reviews, subsidy budgeting and

performance incentive systems;

5. introduce a new set of terms of reference for employees

of parastatals, including salary reviews related to

performance review for each organisation, terms of

service, flexibility in salary determination based on

the particular mix of skills necessary for effective

operation of the organisation;

6. introduce new set of procedures for general management

appointments but with increased autonomy given to

management to recruit and dismiss employees and

7. realign and clarify the respective roles of DSB,

treasury, parent Ministry and parastatal boards.

F ACTION PLAN FOR IMPROVED PERFORMANCE

During the first two years of the introduction of the above

strategies (1987 and 1988), the Department of Statutory Bodies was

to oversee the review of operations of all existing parastatals

with two objectives:-

I. assessment of their quasi-autonomy as to whether it

1S necessary for their ef f ec r iveue s s and efficiency;
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2. assessment as to whether their operations could not

be more effectively carried out by the private sector

or Civil Service.

A degree of recategorisation was to take place under the clarification

of Commercial, Commercially viable (meaning financially self supporting

at maturity) and those subvented by State funds.

The development of a system of corporate planning and budgeting and

associated monitoring and evaluation performance against plan will

be central to the issue of the broad objectives. Figures 1 and 2

illustrate the processes where management of the parastatals will

be responsible for the development of the plans.

The following are also on Government's agenda for the improvement of

the parastatal sector.

I. Preparation of detailed guidelines by DSB on planning,

monitoring and evaluation process th~ough a series of

workshops and circulars. The aim is to make parastatals

more independent from Government interventions for day to

day affairs once broad policy and financial estimates are

approved.

2. Introduction of a system of technical efficiency reViews

to ensure the sector operates at optimal technical and

economic efficiency. Hence use of independent technical

consultants and special internal audit capability within

Governmen t .
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3. Standardisation of terms and conditions of new Government

loans, the basis on which tariffs are calculated and

guidelines on who should bear foreign exchange risk on

future foreign borrowings.

4. Formulation of a set of non-salary terms and conditions

for Commercial Statutory Bodies to enable them compete

with the private sector for qualified and motivated

personnel necessary for their efficient operation.

5. Determination of senior executive salaries, incentives

related to performance and within limits commercial

parastatals to determine their own salary levels and

staff establishment except for the Chief Executive and

Deputy Chief Executive.

6. Introduction of three-year renewable contracts for Chief

Executives in Commercial parastatals. Conditions for

subvented parastatals to have separata conditions but

similar to the Civil Service.

7. Boards of parastatals will be expected to function essentially

as Board of Trustees and exercise a general supervisory and

surveillance function on behalf of the Government.

REFERENCES

Statement of Development Policies 1987-1996 (Republic of Malawi)

Economic Report 1989 (Malawi Government)
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FIGURE 1: MEDIUM TER.l\1 PLANNING PROCESS (ALL PARASTATALS)
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FIGURE 2: THE PROCESS OF ANNUAL PLANNING, BUDGETING. MONITORING AND

EVALUATION (COMMERCIAL PARASTATAL SUB·SECTOR)
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SOURCE: STATEMENT OF DEVELOPMENT POLICIES

Advance information on financi
rough DSB.
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TABLE I : DEPARTMENT OF STATUTORY BODIES
Consolidated Accounts

(1('000)

A. COMMERCIAL REYE}."UE
ADMARC MR ESCOM MDC QM BWE LWB MHC ;rns WICD TOTAL

--
1986 134,093 23,869 34,624 3,901 25,249 7,711 3,462 8,552 5,344 3.543 250,348
1987 (If) 126,192 25,457 39,623 4,498 28,778 9,181 4,660 9,583 6,500 4.710 259,182
1987 (a) 139,439 23,260 39,800 4,744 32,189 9,235 4,250 9,067 7,034 4.444 27,,462
1988 (b) 134,976 35,193 43,534 5,194 33,582 11,409 5,651 12,049 7,200 7,239 296,027
1988 (If) 145,036 23,544 46,370 5,630 33,582 11,441 5,362 10,813 7,400 6,303 295,581
1989 (b) 162,973 25,897 59,4~ 7,104 52,000 52,000 20,494 7,242 13,726 7,808 365,224
B. NET PROFlT/(Loss)
1986 (10,618) (3,028) 8,095 745 (4,91 I) (628) 3,462 699 736 (2,438) (7,886)
1987 Of) (4,595) (3,837) 11,185 1,662 128 (1,919) 390 (807) 782 (2.547) 442
1987 (a) 625 (5,712) 12,052 2,430 1,046 (1,745) (1,155) 339 653 (3.005) 5,528
1988 (b) 8,439 1,310 13,263 2,365 1,260 8 (1,251) 992 889 (238) 27,037
1988 (If) 9,260 (2,443) 9,610 2,821 1,346 (542) (1,759) 441 428 (974) 18,188
1989 (bl 8,063 (2,017) 11,540 4,443 2.200 1,798 (441) 1,941 415 (2,500) 25,442

C. DEPRECIATION
1986 982 3,141 9,652 241 969 1,498 240 1,251 95 906 18,975
1987 Of) 1,000 3,200 9,020 250 615 1,617 250 1,200 80 436 17,668
1987 (a) 2,042 3,119 8,336 291 550 1,614 2,058 1,307 124 516 19,957
1988 (b) 1,000 3,300 9,854 250 500 1,847 2,354 1,200 90 467 20,862
1988 (If) 2,042 3,300 7,910 121 516 1,736 2,354 1,250 130 576 19,935
1989 (b) - 3,200 10,210 83 800 2,390 2,795 1,300 150 678 21,606
D. INTEREST CHARGES
1986 11,591 3,141 8,264 1,267 2,354 1,973 20 765 - 616 29,991
1987 Of) 12,208 3,200 8,577 1,539 1,972 2,183 474 920 - 577 31,650
1987 (a) 23,458 248 ~,524 1,550 1,826 2,130 186 953 - 906 39,781
1988 (b) 4,863 3,300 7,910 1,767 2,6CO 1,942 896 860 - 720 24,858
1988 (If) 4,863 540 7,720 1,968 415 1,985 644 860 - 1,147 20,142
1989 (b)/ 3,315 406 10,790 1,916 450 2,557 672 960 - 1,384 22,450
E, LoANS OlJTSTA1'<L>I~G

1986 81,011 56,585 118,000 26,634 18,544 26,964 11,504 20,010 - 9,395 368,647
1987 (If) 88.:;,;'~ 55,155 112,699 31,568 26,955 29,369 18,786 20,118 - 12,050 395,623
1987 (a) 76,533 52,091 1?~.178 31,784 18,714 28,328 17,255 19,764 - 12,050 378,697
1988 (b) 71,787 62,810 140,81' ~~\333 29,650 29,41 I 28,991 18,654 - 13,000 424,451
1988 (If) 66,742 52,091 165,910 30,958 ~.750 30,119 26,999 18,654 - 14,397 409,620
1989 (b) 57,713 52,748 174,400 32,379 24,925 29,700 55,761 2,240 - 12.525 442,391

SOURCE: ECONOMIC REPORT 1989


