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Malawi’s tax system remains deeply unjust. It

places a heavier burden on those with the least

— small-scale traders, women in informal

businesses, and low-income households — while

wealthier individuals and corporations often

benefit from lenient enforcement, outdated

policies, and questionable tax incentives.

It is not unusual for a woman selling tomatoes to

face aggressive tax enforcement — searched

down to the last box of matches — while large

businesses are barely scrutinised.

This is not only an economic issue but a moral

one. A system that punishes the poor and

protects the privileged cannot be called just.

Taxation should be a tool for building fairness,

dignity, and opportunity — not a mechanism that

deepens inequality.

Those with more must contribute more, and

taxes must be used to benefit all, especially the

most vulnerable.

These realities were at the heart of a recent high-

level dialogue in Lilongwe hosted by the

Norwegian Church Aid–DanChurchAid (NCA–DCA)

Joint Country Programme.

Religious leaders and policymakers came

Bishop Martin Anwel Mtumbuka: Chairperson – Malawi
Economic Justice Network (MEJN)

together to explore how faith voices can

advanceconomic justice.

Encouragingly, the Chairperson of the

Parliamentary Budget Committee, Hon.

Gladys Ganda, acknowledged the need

for urgent reform in tax laws and

enforcement practices.

"Tax should be collected properly, more

efficiently, and equitably! Those who

have more must contribute more.

Taxes must be collected and spent in a

manner that benefits all — especially

the most vulnerable."

This report captures the voices,

insights, and shared commitments that

emerged from that dialogue.

It is both a record and a call to action —

to build a tax system rooted in fairness,

compassion, and justice.

As faith leaders and citizens, we have a

moral responsibility to speak out.

We must advocate for systems that

uplift the poor, hold the powerful

accountable, and reflect the values of

equity and human dignity.

Only then can we build a nation where

justice is not just promised, but

practiced.

Bishop Martin Anwel Mtumbuka

Chairperson, Malawi Economic Justice

Network (MEJN)
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Preface

Taxation should be a tool for

building fairness, dignity, and

opportunity — not a mechanism

that deepens inequality.



Malawi continues to face high levels of inequality. The bottom half of Malawi’s population

holds just 15% of national income, the same share as the top 1%, while the top 10%

control half of all income. Wealth inequality is even starker: the bottom half owns just 4%

of total wealth, while the top 10% hold 61%. In the 2024 Commitment to Reducing

Inequality (CRI) Index,

Malawi ranks 117th globally and 9th in Southern Africa. It ranks third from the bottom in

the region for public services, performing poorly globally and within sub-Saharan Africa

due to underfunding of education, health and social protection and, crucially, weak

coverage of these services. As a result, it performs weakly in using public services to

fight inequality.

While Malawi has progressive tax laws “on paper”, it collects just 22% of potential

revenue due to poor enforcement. To fight inequality, more can be done to raise revenues

to invest in health, education, and social protection.

Malawi scores poorly on the labour ranks, in part, because 60% of workers are not

covered by labour rights legislation, minimum wages are low, and protections for women

are limited.

Malawi is also in a debt crisis, with over half of government revenue now goes to debt

servicing—more than the combined spending on health, education, and social protection.

Recent aid cuts are likely to leave key programmes further underfunded. Without support

from the international community for the cancellation of foreign debt and increased

concessional finance, alongside increased domestic revenue collection and increased

investment in social services, inequality will continue to block Malawi’s development.
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The latest UN Sustainable Development Goals
(SDG) Progress Report ranks SDG 10—
Reducing Inequality—as one of the worst-
performing goals.[i] Malawi fares better than
some of its Southern African neighbours in
income inequality, with a Gini Index[ii] of 0.5
and a Palma Ratio[iii] of 1.8, and until recently,
this was also reducing[iv]. 
However, Southern Africa has some countries
with the highest inequality levels globally.
From this perspective, inequality (as
measured by the Gini) in Malawi is still
moderately high, and the Palma Ratio (which
highlights income disparities between the
bottom 40% and the top 10%) still shows that
the wealthiest 10% earn nearly double the
income of the poorest 40%. 
Data from the World Inequality Database
further reveals how the share of income is
concentrated at the top: the bottom half of
Malawi’s population holds just 15% of
national income, the same share as the top
1%, while the top 10% control half of all
income. 
Wealth inequality is even starker: the bottom
half owns just 4% of total wealth, while the
top 10% hold 61%.[v]
IMF research suggests inequality hinders
economic growth when the Gini Index exceeds
0.27.[vi] At 0.5, Malawi’s inequality is already
likely a significant barrier to development. 
High inequality has also been shown to block 

poverty reduction.[vii] Despite an average
economic growth rate of 4% in Malawi over
three decades, this has not reduced poverty.
[viii] For over a decade, about 70% of
Malawians have lived below the global
extreme poverty line of $2.15 per day,[ix]
and this has increased since COVID-19 to
72% .[x] 
Over half of the population lives below the
national poverty line[xi] (70% sit above the
international one[xii]). 
Meanwhile, 40% of children experience
multidimensional poverty[xiii] (which also
looks at healthcare, education, and adequate
living conditions). 
Several crises, including climate change,
food shortages, rising living costs, and debt,
will likely deepen inequality in the future
unless action is taken. 
A cost of living crisis has hit hard on
Malawian citizens. In late 2023, headline
inflation reached an 11-year high of 34%
[xiv]; though it has slightly eased, it remains
high at 28%.[xv] 
Food prices have been the main driver, with
food inflation averaging averaging over 40%
over 2023–2024.[xi]
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Development Finance International (DFI) and Oxfam International jointly created

the CRI Index to assess government efforts to tackle inequality. Rather than

measuring inequality itself, the index evaluates policies that reduce inequality. It

has three pillars: 1) Public services (education, healthcare, and social protection);

2) Progressive taxation; 3) Labour rights. Each of these pillars, in turn, has sets of

indicators which measure: a) government policies, b) the implementation or

coverage of these policies, c) the impact of both on reducing inequality.More

information on the index can be found at www.inequalityindex.org. The

Methodology Note that accompanies the Index is here. 

The index, published every two years, helps track government commitments.

Between editions, DFI and Oxfam work with partners to monitor progress and

hold governments accountable. Over time, the CRI Index has become a key tool for

policymakers, activists, and researchers.

BOX 1. ABOUT THE CRI INDEX

Many households now struggle to afford

daily meals. Weak harvests following

Cyclone Freddy in 2023 and an El Niño-

induced drought in 2024 have reduced food

availability, pushing 5.7 million Malawians

— 28% of the population—into crisis-level

food insecurity .[xii] As incomes have not

kept pace with prices, frustration has been

growing. In early 2025, protests erupted in

major cities like Lilongwe and Blantyre, led

by street vendors and disaffected youths

7

angered by rising costs.[xiii]
Climate change is expected to worsen,
pushing more Malawians into poverty.
Smallholder agriculture, which Malawi’s
economy heavily depends on, remains highly 
vulnerable. The World Bank warns that due to
climate change, Malawi’s GDP could shrink by
3%–9% by 2030 and 8%–16% by 2050.[xiv] 
The next section examines policy measures
that can be taken (on public services,
taxation, and labour rights) using CRI Index
data. It then follows this with supportive
action required from the international
community on debt and aid. 

http://www.inequalityindex.org/
https://d.docs.live.net/https:/www.inequalityindex.org/wp-content/uploads/2024/10/CRI_2024_methodology_note_v2-1.pdf
https://d.docs.live.net/https:/www.inequalityindex.org/wp-content/uploads/2024/10/CRI_2024_methodology_note_v2-1.pdf
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Southern Africa performs relatively well on the CRI Index, with several countries

prioritising inequality reduction due to high inequality levels. Malawi ranks mid-to- lower

within the region, performing poorly on public services but relatively well in tax and labour

policies, though with weak implementation. It has retained its 9th position in Southern

Africa and 13th in sub-Saharan Africa since 2022, moving up only two places globally,

mainly due to other countries' declines.

Malawi ranks third from the bottom in Southern Africa in the public services pillar and does

poorly globally and relatively poorly in sub-Saharan Africa. This is mainly because Malawi

falls short in spending in some sectors and, crucially, has weak coverage. As a result, it

performs weakly in using public services to fight inequality.

Public Services Pillar

8
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Just 1.5% of

children from the

lowest income

households

complete senior

secondary.

Malawi allocated only 14% of its budget to

education, ranking fourth from the bottom on

the CRI index in the region.[i] This remains

below the 20% benchmark set by the Dakar

Framework and in the SDG 4 Education 2030

framework.[ii] In the 2025/26 budget, the

government has announced this would reach

16%[iii] - a slight improvement but still a

long way to go to meet 20%. Meanwhile, on

the completion indicator of the Index, Malawi

has far to go. Overall, secondary school

completion rates are low at just 15%; looking

at this for the poorest quintile (i.e. with an

equity lens), just 1.5% of children from the

lowest income households complete senior

secondary.

Malawi's social protection spending is extremely

low, dropping from 5.7% to 2.3% in the latest

budget projections[vi]—among the lowest in

Southern Africa. Most funds go to civil service

pensions, covering less than 3% of older people.

Child benefits have broader coverage (around a

third), and the social cash transfer reaches

around 300,000 households.[vii] But it relies

heavily on donor support (97% of on-budget

funding), which is now at risk due to aid cuts.

[viii]

Health spending in Malawi is also

low, at just 8% of the budget, which

puts it second to last in Southern

Africa and way below the AU Abuja

15% budget commitment – there

was a slight rise to 9% in 2025.[iv]

More than half of the country’s

population (52%) lack access to

essential health services, and 5%

of households pay more than 10%

of their income to fund health

treatment- deemed as

“catastrophic health expenditure”.

[v]

Overall, public spending on health,

education and social protection

reduces income inequality (as

measured by the Gini coefficient) by

just 2%. This ranks Malawi very low

- with only Zimbabwe’s lower

regionally - on the redistributive

power of its public spending in

Southern Africa.

9
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Malawi’s youth and children are its most powerful asset - with over 60% of

the population under 25 years - investing in education, healthcare, social

protection, and digital inclusion is critical to unlocking their potential and

driving development in the nation. While the National Youth Policy (2023)

and Malawi Vision 2063 prioritise education, skills development, and job

creation, progress remains slow. Education remains inaccessible for many,

with only around 45% of children completing primary school (this dropped

from 52% in 2019) in 2024 and an estimated 23% of junior secondary and

15% of senior secondary.  High dropout rates, especially among girls,

persist due to poverty, early marriages, and cultural barriers.

Multidimensional poverty, which affects health, education, and living

standards, is also extreme. Save the Children and UNICEF research puts

this as close to half of all children experiencing this.  While 37% of children

under five suffer from stunting, impacting cognitive development.  At the

same time, there is a need to support digital inclusivity, so large swathes of

Malawian youth don’t get left behind. For young people of working age there

is also very high unemployment, which stands at 23%.

[i]

[ii]

[iii]

[iv]

Debt burdens risk weighing down any future progress and arresting

development - handing a devastating legacy to Malawi’s youth and stifling

the nation's full potential. Without urgent action, the very generation meant

to drive Malawi Vision 2063 will inherit an economy burdened by debt,

limiting their chances for a prosperous future.

Malawi ranks in the middle of Southern Africa's tax

rankings. This is largely due to progressive policies “on

paper,” but the implementation (tax collection “in

reality”) lets it down. 

Tax Justice Pillar 
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Malawi ranks 13  globally and 2  in Southern Africa for how they design their tax

system to be progressive. This is due to a high Corporate Income Tax (CIT) rate

compared to many neighbours (30%), along with progressive rates of Personal

Income Tax (PIT). Malawi also takes steps to reduce VAT's impact on low-income

populations, making it less regressive, i.e. exempting lower VAT rates on basic

foodstuffs and ensuring smaller traders are exempt so they do not pass VAT costs

on to their consumers. 

th nd

Malawi does very poorly in tax collection, collecting only 22% of its potential tax

revenue, ranking among the lowest globally (134  out of 164 in the CRI Index) and

second lowest in Southern Africa (see Chart 1). Its tax-to-GDP ratio was just 13% in

2022—well below the government's domestic revenue target, which aims to reach

19% by 2026 , and below the sub-Saharan African average of 16%.  Malawi must

boost revenue through progressive tax collection. For instance, a moderate wealth

tax could raise $70 million (0.7% of GDP)  - enough to fund an essential health

services package for nearly 890,000 people.  Additionally, Malawi loses $33 million

annually to global tax abuse. This is equivalent to 12% of the health budget.

Alternatively, it could fund junior secondary education for all out-of-school youth.

The government is also urged to transparently review and eliminate ineffective tax

exemptions and publish decisions made on lost revenues through, for instance, tax

incentives offered to corporations as part of its annual budget planning. 

th

[i] [ii]

[iii]

[iv]

[v]

Taxes fail to reduce inequality in Malawi, as measured by the impact on the Gini

coefficient. It is one of four countries in Southern Africa that fail to reduce

inequality (DRC, Malawi, Madagascar, and Seychelles). The country could do much

more to fight inequality through tax, notably by working hard to collect more

through progressive means. 
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Malawi collects only 22% of

its potential tax revenue,

making it the second worst

performer in Southern

Africa and ranking 134th

out of 164 countries

globally on the CRI Index.

Impact on Inequality

Tax collection

Progressive Tax System. 



DE

On the labour rights pillar, Malawi ranks
near the top of sub-Saharan Africa and in
the top third in Southern Africa but is
around the middle globally. This is due to
relatively high labour protections in law;
however, high levels of vulnerable
employment limit the capacity for these
protections to help reduce inequality. 

Labour rights in law and practice.
Malawi ranks among the global top 10
for labour rights policies and laws in
Southern Africa. It has few labour
rights violations. It also has a
relatively high minimum wage law.
However, the wage-to-GDP ratio has
remained stagnant from the 2022
Index. Even after the government
raised the minimum wage by 80% (to
MWK 90,000 per month) in February
2024, it still falls short of meeting
basic family needs amid high inflation.
 Malawi also falls short of the full

suite of possible ways to protect
women’s rights in the workplace by
offering limited parental leave.

[i]
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Labour Rights pillar

Labour rights implementation. Around 60%
of workers are not covered by formal labour
rights. Indeed, the Ministry of Labour has
recently announced the launch of a new
workers' rights campaign to better enforce
labour laws amidst a broader review of
labour laws.  Hopefully, this will lead to
rights in law (above) being translated into
covering most of the population. 

[ii]

Impact on wage inequality. Due to a failure
to enforce labour laws and minimum wages
that don’t cover large swathes of the
population, Malawi ranks in the lower
middle of Southern Africa in relation to
wage inequality (with a high wage Gini of
0.63). 



DEDebt, aid and austerity
The above section has shown that Malawi is
stagnating overall in implementing the policies
necessary to reduce inequality. 
Three major global factors—the growing debt
crisis, increasing austerity measures, and
significant aid cuts—severely limit the Malawian
government's policy choices to fight inequality
and poverty. 
Aid reductions are expected to heavily affect
Malawi in the next few years. They represent
more than 5% of its GDP and 15% of its budget
spending.  [i]

More than half of healthcare spending in
Malawi comes from foreign donors. Between
2019 and 2023, aid accounted for 11% of the
education budget and 80% of spending on
capital projects such as schools and
classrooms.  [ii]

Specific sectors will be very hard hit by the
brutal cuts to USAID, especially, notably, the
fight against HIV/AIDS, which relies on the
USAID-funded PEPFAR programme. 
According to UNAIDS, Malawi depends on
PEPFAR for 88% of its HIV/AIDS financing.
Upcoming cuts also build on long-term trends
of diminished aid flows. 

[iii]

This also builds on longer-term trends of
diminished aid. 
Malawi's aid-to-GDP ratio has significantly
declined, dropping from over 10% of GDP in
2013 to the current 5%.  [iv]

Against aid reductions, Malawi, like many sub-
Saharan African nations, has increasingly
turned to commercial funding through domestic
and international bond markets since 2015, a
trend accelerated by COVID-19.  This has led to
a debt crisis. 

[v]

DFI’s Debt Service Watch database shows
Malawi’s debt-to-GDP ratio (debt stock) was
75% in 2025.  This has led to out-of-control
debt servicing. 

[vi]

Indeed, in the 2025 budget announcement,
the government announced that servicing
had reached KW2.1 trillion, half of all
revenues.  [vii]

Without action, Malawi’s debt servicing is
predicted to remain at 118% of revenue in
2028.[viii]

The DFI Debt Service Database has
estimated that debt servicing is now nearly
two and a half times the combined social
spending (on education, health, and social
protection). By sector, this is over three
times education spending, seven times
health spending, and 55 times social
protection.  [ix]

This has led to Malawi defaulting on some
of its debt. Debt restructuring negotiations
have proceeded slowly, with the authorities
only concluding negotiations with China.
In principle, the government has agreed
with all official external bilateral creditors
and is still negotiating with commercial
creditors to restructure debt. 

[x]

But this does not go far enough. Malawi
needs immediate debt cancellation from
external sources, especially given the 
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complex task of managing sky-high and

unprecedented domestic debt servicing. An

immediate cancellation of external debt would free

the country up from spending – just on servicing

debts in 2025 – the equivalent of revenues that

could: 1) cover the costs of a place in school for

every child and young person currently left out of

primary, junior secondary and higher secondary[xi]

and 2) enable a scaling up of the ECD budget to meet

the global 10% of education budgets Tashkent

benchmark[xii]and: 3) fund close to 3 million

Malawians gaining access an essential health

package, which would deliver the SGD 3 commitment

to universal health coverage.[xiii]

Amid significant debt burdens, Malawi has been forced to seek

support from the IMF. The IMF has now advised spending cuts

(or “fiscal consolidation” in IMF-speak), which may pressure

Malawi to make austerity cuts. IMF forecasts made in October

2024 suggest cuts could amount to 7% of GDP over the next

five years.[i] The IMF has said that it protects spending on

education, health and social protection from cuts in its loan

programmes through “social spending floors”; however,

Oxfam's analysis shows that these floors have a very patchy

record of implementation and have allowed significant

spending cuts in real terms and per capita US$ to occur,

further undermining countries’ efforts to fight inequality.[ii]

14



In the face of coming aid cuts and crippling debt service levels, the Malawian

government must work even harder to fight inequality so that it does not thwart

progress on development and poverty. It is urgent that the international

community support this effort, too. With the coming aid cuts and large fiscal

deficits, Malawi will face two choices: borrowing from more expensive sources

to sustain crucial programmes like health and HIV/AIDS or imposing further

austerity by reducing expenditures. Borrowing will increase debt burdens, while

austerity will cut vital social spending, worsening inequality. In this context, the

Malawian government must have a laser-like focus on improving domestic

revenue generation. In the 2025-26 budget speech, Minister of Finance Simplex

Chithyola Banda said “The most ideal way of dealing with the unsustainable

debt is by enhancing the country’s domestic revenue mobilization to cover

Government expenditure without recourse to further borrowing, a situation

which has not been attained due to the many shocks that this country has

experienced."This is true. The government must increase tax-GDP levels,

mindful of the need to do so through progressive tax measures. The

international community must take immediate action on debt and support it

with cheaper financing through concessional means for some immediate relief.

Invest in universal, high-quality public services to reduce inequality, even amidst aid cuts

and austerity pressure

Put realistic and timebound National Inequality Reduction Plans (NIRPs) in place,

with annual monitoring to check their progress.

This should aim for an income Gini coefficient of less than 0.3 and/or a Palma ratio

of no more than 1.
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The government
must increase tax-

GDP levels

Recommendations to the
Malawian Government



Prioritise education funding to meet the 20% national budget set by the SDG 4 2030

framework for action. and focus that funding on scaling up education from ECE to a

secondary level for all.

Prioritise health funding up to the Abuja Declaration mandates 15% of national budgets

for health; given this is presently less than half this goal, this will require concerted

efforts as aid cuts bite. Use this funding to expand universal, accessible, high-quality

primary healthcare to improve coverage.

Increase spending to ensure universal social protection across all life stages (child

benefits, maternity cover, disability benefits, unemployment support, and pensions).

Take action to enforce the progressive tax policies on paper and sharply increase tax

collection.

Strengthen tax revenue authorities, especially by investing more in tax collection from

large corporations and high-net-worth individuals, to increase tax collection and ensure

revenues are raised progressively.

Reviewing and ending tax exemptions and deductions for corporations and wealthy

individuals and clamping down on tax dodging.

Strengthen Labour Policies to Combat Wage Inequality

Protect Trade Union and Worker Rights. Comply with ILO conventions in law and in

practice to ensure the right to unionise, strike, and bargain collectively.

Strengthen Women’s Labour Rights. Provide at least 18 weeks (126 days) of fully paid

maternity leave, per ILO guidelines, and significantly expand paternity leave to reduce

the unpaid care burden on women.

Increase Minimum Wages: Set minimum wages equal to per capita GDP (and cover

living wages, i.e., basic spending needs) and adjust them annually for inflation.

Regulate and Protect Informal/Vulnerable Workers. Develop systems to bring informal

and vulnerable workers under minimum regulatory protections and integrate them

into social protection and insurance schemes.

16



Redouble efforts to provide more concessional financing.

To help improve tax collection

Support Malawi through initiatives such as the Addis Tax Initiative (ATI) and Tax

Inspectors Without Borders (TIWB) to improve tax administration and enforcement of

tax collection. These initiatives provide expertise in auditing multinational

corporations, transfer pricing assessments, and tackling tax evasion strategies.

Support global tax reform efforts, through the UN Tax Convention, to create a fairer

and more inclusive global tax system.

Provide debt cancellation on all external debt.

Advance and implement a UN

Tax Convention to ensure fair

taxation of multinationals and

the super-rich; through the UN

framework create a more

inclusive, transparent, and

equitable global tax system.

Support Malawi in designing and implementing anti-inequality action plans.

17

Recommendations to the
international community

The international community must strongly support countries developing national plans to

reduce inequality.

This includes providing comprehensive debt cancellation to Malawi, covering all external and

domestic creditors and aiming to reduce debt service. Crucial anti-inequality spending (as

specified in national anti-inequality plans) should also be included in debt sustainability

analysis and fiscal frameworks to ensure that it can be sustainably financed without

generating further debt problems.

This includes providing comprehensive debt cancellation to Malawi, covering all external and

domestic creditors and aiming to reduce debt service. Crucial anti-inequality spending (as

specified in national anti-inequality plans) should also be included in debt sustainability

analysis and fiscal frameworks to ensure that it can be sustainably financed without

generating further debt problems.
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 Like slavery and apartheid, it is

man-made and can be removed by

the actions of human beings. –

Poverty is not an accident.
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