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In the worst affected countries HIV/AIDS implies a catastrophe not only for 
the individuals and households affected, but for the entire nations. HIV/
AIDS is a slow motion catastrophe with long time lags. It takes some five to 
ten years from the time of a spread of the infection in a population, until the 
consequences in the form of illness and death appear in full. HIV/AIDS is 
also a catastrophe without a clearly visible end. Hence, it is not a question of 
coping with the catastrophe for a limited period of time where after a return 
to the old well-trodden development path will be possible, but to fight the 
pandemic while at the same time adjusting and preparing for the fact that the 
development in the worst affected countries under the foreseeable future will 
be conditioned by the catastrophe and take a new, still partly unknown shape. 

We do not have precise knowledge of how AIDS will shape develop-
ment in the worst affected countries. As the conditions for socio-economic 
development are radically altered past development trends are inevitably 
broken and uncertainty about the road ahead increases. The experiences 
of yesterday lose value as instruments for prognoses and the rear-view 
mirror no longer functions as a compass for charting the course ahead. 

However, the socio-economic consequences of AIDS need not just be 
a question of guesswork. In a number of countries in southern Africa 
widespread HIV infection has already translated into a full-blown AIDS 
epidemic, and at least early socio-economic consequences of AIDS and 
the societal and individual responses to these can be empirically studied. 
Furthermore, theories of economic development and of endogenous 
growth provide us with a theoretical basis for informed guesses and for 
formulating and testing hypotheses. Indeed, there is today a considerable 
knowledge about the impact of AIDS in specific areas, on specific sectors 
as well as, increasingly, on the individual and household level, much of it 
based on case studies. Yet, surprisingly little work has been done to bring 
together this knowledge to arrive at a comprehensive picture of the 
dynamics involved, of the interplay between impact of and adjustment to 
AIDS and its overall socio-economic consequences. The present study 
aims to address this need, focussing on Malawi as a representative case.

The present study has been undertaken by four Swedish scholars 
based on a joint initiative between Sida and the Ministry of Economic 
Planning and Development in Malawi.� The purpose is to present a 

�	 The	opinions	and	conclusions	presented	in	the	study	are	those	of	the	authors	and	do	not	necessarily	reflect	the	views	of	

either	Sida	or	the	Ministry	of	Economic	Planning	and	Development.	
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comprehensive overview of both known and expected economic and 
social consequences of HIV/AIDS, linking the consequences at the 
individual and household level to those at the overall national level and 
looking at both short and medium-term effects and the more long term 
ones. While the focus of the study is on Malawi, many of the implications 
and conclusions arising from the study are likely to have relevance for the 
region as a whole. It is our hope that the study will provide valuable 
input to a discussion on what amounts to one of the greatest development 
challenges facing Sub-Saharan Africa and contribute to informed policy 
making and development cooperation.

Per Ronnås
Chief Economist
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Malawi is one of the poorest countries in the world. With an HIV 
prevalence of around �4 per cent of the adult population, it is also one 
of the hardest hit by HIV/AIDS. The HIV/AIDS disaster has come as 
an additional burden on households, communities, public institutions 
and private enterprises at a time when margins were already small or 
non-existent.

Most of those who are HIV-positive are still healthy and do not know 
that they are infected. What can be registered today as consequences of 
the epidemic therefore only represents the tip of the iceberg.

The purpose of the present report, commissioned by the Swedish 
International Development Cooperation Agency (Sida), is to analyse the 
impact of HIV/AIDS on people’s livelihoods and on the overall socio-
economic development of the country.

A number of different factors are responsible for the high incidence of 
HIV/AIDS in Malawi. As in many other countries, gender inequality 
and the subordination of women in sexual relations are two of the main 
driving forces of the epidemic. Harmful traditional practices, such as 
“dry sex” and various initiation ceremonies, also contribute to the spread 
of the disease. Poverty and vulnerability are other factors that increase 
the risk of being infected, as many girls and women engage in commer-
cial sex as a survival strategy.

HIV/AIDS is not a gender-neutral disease. More Malawian women 
than men are presently infected, and the ratio of female of male HIV 
prevalence among adolescents is around five to one. Girls and women are 
also responsible for the lion’s share of care and support when a family 
member falls ill. 

At the household level, the costs of HIV/AIDS are dramatic. In 
addition to the direct costs in the form of medical expenses, transport 
costs for patients seeking treatment, funeral costs and other out-of-pocket 
expenditures, the indirect costs in the form of loss of labour within the 
household represent an extremely heavy burden for the family. The 
nature of the disease also makes it common for children to lose both their 
parents in AIDS-affected households. The traditional safety net in the 
form of the extended family is put under severe strain as the number of 
AIDS orphans increases.

One coping mechanism which many households have to resort to is to 
sell assets – bicycles, radios, livestock, etc – when a family member falls 
ill. Surveys indicate that around 40 per cent of Malawian households 
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affected by chronic illness had to sell a portion of their assets to buy food 
or to pay medical or funeral expenses. Other coping mechanisms include 
incurring debt or taking children out of school.

Over 80 per cent of the population in Malawi have agriculture as 
their main occupation. While the prevalence of HIV is appreciably 
higher in the cities than in rural areas, the majority of Malawi’s AIDS 
victims are small-scale farmers. Food security often deteriorates substan-
tially in families affected by HIV/AIDS, and the alarmingly high rate of 
malnutrition is increasing as a direct consequence of HIV/AIDS. A 
coping strategy often reported among smallholders suffering from 
shortage of labour is to resort to less labour-intensive – and, in general, 
less valuable and nutritious – crops.

While the most dramatic effect of HIV/AIDS is felt at the household 
and community level, the epidemic is also having a pronounced effect on 
the real economy. The major impact is the loss of human capital, with 
strongly negative consequences for future growth prospects. Since HIV/
AIDS, contrary to most epidemics, mainly affects the most productive 
age groups of the population, the impact on the supply of labour is very 
strong. Already close to 20 per cent of the economically active popula-
tion have lost their lives because of AIDS. Further, the number of prime-
age adults dying from AIDS each year is around 60 000. In addition, 
absenteeism has increased drastically because of the need to attend 
funerals, and HIV/AIDS-related morbidity has a negative impact on 
labour productivity.

All economic sectors are affected. Smallholder agriculture suffers 
both because it is labour-intensive and because of loss of income, which 
reduces the farmers’ possibilities to invest in improved seeds, fertilizers 
and soil preparation. In the manufacturing sector, which has been 
contracting for over a decade, it is difficult to isolate the effects of HIV/
AIDS from other factors such as import liberalisation and an unstable 
macroeconomic, political and institutional environment. Still, it is clear 
that production costs have increased and labour productivity declined as 
a direct consequence of HIV/AIDS. 

The impact of HIV/AIDS on the public sector resembles in many 
ways the impact on agriculture and other economic sectors. Loss of 
experienced workers, increased absenteeism and attrition, high costs for 
the replacement of staff affected by HIV/AIDS and, in general, lower 
productivity in the delivery of public services have accompanied the 
spread of the disease. Since the incidence of HIV/AIDS during the first 
phases of the epidemic has been highest among well-educated urban 
dwellers and in key public services such as health, the police and judici-
ary and agricultural extension services, the impact on the public sector 
has been disproportionately large. 

In education, HIV/AIDS-related morbidity and absenteeism among 
teachers have become heavy burdens on the supply of education. While 
there is no evidence showing that teachers in Malawi have a higher 
HIV-prevalence than other population groups, the loss of experienced 
teachers poses a serious threat to the future formation of human capi-
tal. In the health sector, which is also of paramount importance for the 
country’s stock of human capital, problems are particularly severe. 
Patients suffering from HIV-related diseases, including opportunistic 
infections such as tuberculosis, occupy over 70 per cent of all hospital 
beds. Furthermore, the exodus of a high percentage of Malawi’s nurses, 
primarily to Great Britain has exacerbated the problems with a short-
age of medical staff.
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By and large, Malawi’s public sector was malfunctioning even before 
HIV/AIDS. Problems included high vacancy levels, high attrition rates, 
inflexible recruitment procedures, financial constraints, a poor incentive 
structure and shortages of skilled staff. Malawi’s public sector thus had 
an institutional vulnerability to the impact of the epidemic, which has 
served to accentuate already existing problems.

The combination of lower tax revenue – i.e. lower than in a non-
AIDS scenario – and higher demand for public expenditure in areas 
such as health, social security, care of orphans and others will lead to 
fiscal problems. Those issues need to be managed carefully if a return to 
large macroeconomic imbalances is to be avoided.

As to the long-term consequences of HIV/AIDS on economic growth 
and poverty, any attempt to make forecasts about the distant future is 
surrounded by a high degree of uncertainty. There are simply too many 
unknowns, not least related to non-economic factors such as changes in 
social norms and values, which are likely to affect both the spread of the 
disease and its economic impact. While the report does try to identify a 
number of coping strategies and behavioural changes that can be ob-
served already today, it would be misleading to try to quantify the socio-
economic effects and translate these into long-term projections of, for 
example, growth of production, investment and per capita income. 

Instead of presenting an economic model that would convey a false 
sense of precision to our analysis, our discussion about long-term conse-
quences focuses on a number of “mitigating” and “aggravating” factors 
that may indicate how Malawi will be able to cope with the HIV/AIDS 
disaster. Among the mitigating factors, i.e. circumstances that in the long 
term may allow Malawi to overcome at least some of the negative effects, 
could be mentioned the following:
– Knowledge about the disease is widespread; the overwhelming majority 

of the people in Malawi know about the existence of HIV/AIDS, and 
have a basic knowledge about how it is transmitted, and how one can 
protect oneself.

– As a consequence of the widespread public knowledge about HIV/
AIDS, attitudes – towards, for example, commercial sex, multiple sex 
partners and extra-marital sex – are changing. Malawi is, at least 
among certain sectors of the population, undergoing a silent revolu-
tion in terms of increased openness about sexuality and reproductive 
health. Sexual behaviour is also changing – albeit very slowly.

– The challenge posed by HIV/AIDS has had the positive side effect of 
bringing people together to confront the disease. Cooperation has in 
many areas been improved between government institutions and 
community-based organisations.

– Government policies are basically sound in principle; rather, what is 
lacking is implementation, largely as a result of the shortage of human 
and financial resources and institutional capacity.

– The prospects for international support appear good.
– Medical progress is likely to continue, and the existence of ARV 

treatment means that the chances of prolonging the lives of HIV-
positive patients are drastically better today than a few years ago. In a 
short to medium-term perspective, the envisaged scaling-up of ARV 
therapy will, however, be an additional burden on Malawi’s fragile 
health system.

– The negative demographic shock that AIDS implies in the short and 
medium term may be reversed: there is reason to believe that the demo-
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graphic situation will improve in a longer-term perspective, signifying a 
higher share of the population in the most productive age groups.

The aggravating factors are largely those indicated earlier: increased 
poverty and vulnerability at the household level, an increased number of 
orphans and a concomitant strain on the extended family (possibly 
accompanied by a rise in juvenile crime and violence), loss of human 
capital and severe pressure on key sectors such as health and education, 
higher costs of production, and the danger of a further erosion of Mala-
wi’s international competitiveness. 

Probably the most serious aggravating factor is the deep-rooted 
tradition of male dominance in the Malawian society. The subordination 
of women in connection with sexuality appears highly resilient to change 
and is a formidable obstacle. Key to success in the fight against the 
epidemic is the empowerment of women in all spheres of economic and 
social life, including sexual relations.

The discussion about long-term consequences ends with a brief 
presentation of two radically different scenarios: one “disaster scenario,” 
in which HIV/AIDS leads to a virtual economic, institutional and social 
collapse, and another, more optimistic, scenario in which a number of 
different factors enable Malawi to cope with the disease in a way that 
strengthens rather than weakens social cohesion and the country’s 
institutions, thereby making long-term consequences appreciably less 
dramatic than in the most pessimistic scenario.

The objective of this study has not been to make an evaluation of the 
Malawian Government’s policies, or to present detailed recommenda-
tions about what to do. Nevertheless, the report ends with a brief discus-
sion about policy implications and recommendations, including sugges-
tions directed to the donor community. This final part is very 
incomplete, and will be developed further after discussions with our 
Malawian and international colleagues and stakeholders. 
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Malawi is one of the poorest countries in the world. Of the �77 countries 
ranked according to UNDP’s Human Development Index, Malawi 
occupies place number �65. 

Two thirds of Malawi’s population of �2.5 million live below the 
national poverty line.2 But poverty is not evenly distributed. Malawi’s 
Gini index, which measures inequality, is estimated at 0.50, indicating 
an appreciably more unequal distribution of income than countries such 
as Ethiopia, Tanzania or Mozambique.3

Subsistence agriculture is the mainstay of the economy, accounting 
for around 40 per cent of GDP and over 80 per cent of total employment. 
The average size of a family farm is less than 0.3 hectares of cropland 
per capita, and it is less than 0.2 in the southern, most densely populated 
and poorest part of the country.4 The urban population, rising rapidly 
but still very small, is some �6 per cent of the total population.

Economic growth has been sluggish for decades, with an annual 
growth of per capita income of only 0.2 per cent between �975 and 
2003.5 The �980s were characterised by stagnation and decline, while 
the period �994–99 witnessed economic recovery and rapid growth. 
Still, today’s per capita income remains lower than in �979, when aver-
age income is estimated to have peaked (UNDP, 2005). 

Against this background of poverty and inequality, the effects on 
people’s livelihoods of the HIV/AIDS pandemic can be expected to be 
dramatic. With an HIV-prevalence of around �4 per cent among adults, 
and appreciably more in urban areas and among pregnant women, 
Malawi is estimated to be the eighth worst affected country in the world. 
Over one million adults and children are believed to be living with HIV 
today. The vast majority of the carriers of the deadly virus do not yet 
know that they are infected.

The number of AIDS-related deaths since the first cases were diag-
nosed in the mid �980s has reached 650,000, and an additional 70,000 
deaths due to AIDS are expected each year. Close to half a million chil-
dren in Malawi have lost one of their parents, or both, because of AIDS.

�	 Malawi’s	Poverty	Reduction	Strategy	Paper	(PRSP)	�00�,	p.	5

3	 World	Bank,	“World	Development	Report	�005”,	Table	A�.

4	 PRSP	�00�,	p.	6.

5	 UNDP,	“Human	Development	Report	�005”	(HDR),	Table	�4.
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As a consequence of the AIDS epidemic, life expectancy has been 
going down for a number of years and is today less than 40 years.

When HIV/AIDS began to take a heavy toll in sickness and death in 
the �990s, the Malawian economy and society were already under 
serious strain. The HIV/AIDS disaster came as an additional burden on 
households, public institutions and private enterprises at a time when 
margins were already small or non-existent. A factor aggravating the 
economic impact was the fact that during the initial phases of the disease 
the rate of HIV infection, and subsequent death from AIDS, was highest 
among urban and relatively educated people: teachers, government 
officials, doctors and nurses, policemen, and others. 

The objective of the present report, commissioned by the Swedish 
International Development Cooperation Agency (Sida), is to analyse the 
impact of the HIV/AIDS epidemic on Malawi’s economy, livelihoods 
and poverty. As stated in our Terms of Reference, the purpose is to 
present a comprehensive overview of likely consequences of HIV/AIDS 
at various levels, from short and medium-term effects on the household 
level to long-term macroeconomic effects. 

The work was initiated in April 2005, when the team visited Malawi 
to establish contacts, conduct interviews and get access to relevant 
literature. It continued as a desk study until September 2005, when the 
team paid a second visit to Malawi in order to conduct further interviews 
and collect data. 

It should be stressed that the availability of reliable data, not least 
information related to highly private and sensitive but crucial factors 
such as norms of sexual behaviour, attitudes and adjustment mecha-
nisms, is scarce and frequently contradictory. As a consequence, part of 
our analysis has had to rely on primary data from only a few studies 
whose findings may not always be applicable to the entire country. Some-
times we have based our discussion – for example, on coping strategies 
and adjustment mechanisms – on research carried out in neighbouring 
countries that share some of Malawi’s characteristics.

We would like to take the opportunity to thank our friends and 
colleagues in Malawi for the time they set aside to answer our questions 
and for the warm and generous support we have received during and 
after our visits. In particular, we would like to thank the Ministry of 
Economic Planning and Development (MEPD) for their valuable coop-
eration since the very beginning of our study. The openness and determi-
nation to confront the epidemic that we encountered throughout Malawi 
also impressed us, and is a great source of hope for the future. 

The rest of this chapter discusses the spread and prevalence of HIV/
AIDS in sub-Saharan Africa and, in particular, Malawi. Special emphasis 
is put on factors that drive the epidemic, including poverty, the situation of 
women, and the norms of sexual behaviour that facilitate the transmission 
of HIV. When possible – i.e. when studies and other sources of information 
so permit – we also attempt to identify adjustment mechanisms and 
indicators of behavioural change that should affect the future spread of the 
epidemic. The chapter also contains a discussion of the important and 
promising advances made in Malawi in its efforts to scale up life-prolong-
ing Antiretroviral (ARV) treatment of HIV-positive patients. 

Chapter 2 is a micro level analysis that explores the impact of HIV/
AIDS on the individual, household and community level. Since the 
overwhelming majority of Malawians are small-scale subsistence farm-
ers, particular attention is paid to issues related to coping strategies 
among smallholders whose households are affected by illness and death.
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Chapter 3 focuses on the impact of HIV/AIDS on the productive 
sectors of the economy: agriculture, including commercial agriculture, 
industry and the private sector. As always, we try to identify adjustment 
mechanisms which develop as the epidemic is unfolding. The other half 
of this chapter attempts to summarise how the conditions for growth are 
affected in a medium-term perspective (in this context defined as up to 
20�5), with emphasis on factors related to human capital and demogra-
phy, productivity and savings and investment.

Chapter 4 discusses the impact of HIV/AIDS on the public sector, 
covering issues such as effects on government revenue and expenditure 
and on human resources. Special attention is paid to two key areas of 
public sector delivery: health and education.

Chapter 5 then presents a tentative analysis of long-term responses 
and consequences of the disease. Since the long-term impact (i.e. effects 
occurring after 20�5) depends on so many unknowns – e.g. the speed and 
direction of behavioural changes, norms and attitudes related to sexual-
ity and gender roles, government action and the overall policy frame-
work, the size and effectiveness of international assistance to combat 
HIV/AIDS, medical advances in the treatment of the disease, the impact 
on social cohesion and norms of trust and cooperation at the community 
level and others – this chapter is, by necessity, surrounded by even more 
uncertainty than the previous ones. For this reason, the analysis will not 
attempt to provide reliable quantitative estimates of, for example, the 
impact of HIV/AIDS on Malawi’s per capita income by the year 2030; 
rather, we will limit ourselves to a discussion of various aggravating and 
mitigating factors which we believe will have a crucial impact on the 
country’s long-term development prospects.

The final chapter is a discussion of policy implications for the Malawi 
government and other stakeholders, including the international donor 
community. 
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In Section �.� through �.3, we provide a brief introduction to HIV/
AIDS. We describe the salient characteristics of the disease and its 
spread and prevalence in Sub-Saharan Africa at large and in particular 
in Malawi. In Section �.3, we focus on the demographic aspects of HIV/
AIDS. Finally, in Section �.4, we explore the major drivers of the HIV/
AIDS epidemic in Malawi. 

1.1	 The	Disease
AIDS (Acquired Immune Deficiency Syndrome) was first detected in 
�98�. Since then it has become a world-wide epidemic. AIDS is caused 
by infection with HIV (Human Immunodeficiency Virus), which attacks 
cells of the body’s immune system (so-called CD4 T-cells) and gradually 
destroys the body’s ability to fight infections.6 There are two types of 
HIV: HIV-� is the primary type of virus and it is distributed world-wide. 
HIV-� is driving the greater part of the demographic impact as it has a 
faster progression from HIV to AIDS and from AIDS to death.7 The 
second type, HIV-2, is largely confined to West Africa (Epstein, 2004).

The period of time that elapses between HIV infection and the onset 
of full-blown AIDS varies and can be as long as twenty years. However, 
in sub-Saharan Africa, the duration of the disease without treatment is 
usually considered to be between seven and ten years, largely due to the 
poorer average health and nutritional status of the population (Barnett 
and Whiteside, 2002:�68). 

The severity of the pandemic is undeniable. In AIDS-related litera-
ture it is argued that this is a unique threat to mankind in that its eco-
nomic impact is greater than that of most prevalent diseases. Some of the 
reasons given for this include that it is incurable and surrounded by 
silence and stigma, it is a long-wave crisis with a long incubation period 
during which the HIV-infection is invisible, and it slowly kills the most 
productive members of society.

In Africa, AIDS emerged against a backdrop of extreme poverty, 
hunger, conflict and inadequate infrastructure. These factors combined 
have increased the spread of the disease in this region of the world, and it is 

6	 A	healthy	person	has	�,�00	CD4	cells	per	micro	litre	of	blood.	As	HIV	progresses,	the	number	falls.	When	the	CD4	cell	

count	is	below	�00,	opportunistic	infections	begin	and	a	person	is	said	to	have	AIDS.	

�	 If	progression	happens	rapidly	(i.e.	the	expected	period	between	infection	and	death	is	short),	the	same	level	of	HIV	

prevalence	will	produce	a	higher	death	rate	and	a	larger	demographic	impact	(UN,	�998).	

�.	HIV	and	AIDS	
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the one hardest hit by the epidemic, as illustrated in Table � below. Al-
though prevalence is stable in most of Sub-Saharan countries, it is still rising 
in Swaziland. Swaziland has the highest HIV prevalence rate in the world: 
38.8 per cent in the age group �5–49. Botswana is found in second place 
among the countries hardest hit, with a HIV prevalence of 37.3 per cent. 

Table	1:	Adult	(15–49)	HIV	Prevalence	Rates	in	Sub-Saharan	Africa	(end	of	2003)

Country/Indicator Adult	(15–49)	HIV	Prevalence	rate

Global	Total �.�

Sub-Saharan	Africa �.5

Swaziland	 38.8

Botswana	 3�.3

Lesotho	 �8.9

South	Africa	 ��.5

Zambia	 �6.5

Malawi	 14.2

Mozambique	 ��.�

Tanzania	 8.8

Rwanda	 5.�

Uganda	 4.�

Notes: The estimates given are in rounded numbers as of the end of 2003. 

Source: UNAIDS, Report on the global AIDS epidemic, 2004. 

1.2	 HIV/AIDS	in	Malawi
Malawi is severely affected by HIV/AIDS and registers the eighth 
highest HIV prevalence in the world. In 2003 the adult prevalence rate 
was about �4 per cent, and some 760 000 adults were estimated to be 
living with HIV, as reported in Table 2.8 

From the time when the first AIDS cases were diagnosed in Malawi 
in �985, the epidemic has become a generalised epidemic and has now 
spread to all segments of the population. Early in the epidemic more men 
than women were infected. However, as the epidemic matured more 
women became infected. As illustrated in Table 2, more than half of the 
total number of infected adults were women in 2003 (i.e. 58%). We can 
also see that prevalence levels are considerably higher in urban (23%) 
than in rural areas (�2.4%).9 However, the absolute number of HIV 
positive rural dwellers outnumbers urban HIV carriers by roughly two to 
one. In addition, HIV prevalence in the Southern Region of Malawi 
(approximately 20%) is about double the level in the Central and North-
ern Regions (about �0%). 

8	 The	HIV	prevalence	is	estimated	on	surveillance	results	from	antenatal	clinics	(ANC).	However,	there	are	biases	in	

antenatal	surveys	and	the	resulting	HIV	prevalence	data.	The	data	from	population-based	surveys	are	more	trustworthy	

(provided	that	the	response	rate	is	high),	and	give	a	better	picture	of	the	spread	of	the	epidemic	in	the	population	at	

large	(Epstein,	�004).	Nonetheless,	such	data	was	not	available	at	the	time	of	the	drafting	of	this	study.

9	 In	most	countries	in	sub-Saharan	Africa,	HIV	infection	are	higher	in	urban	than	in	rural	areas	(UNAIDS,	�004:	3�).	

However,	the	gap	between	urban	and	rural	HIV	prevalence	narrowed	during	the	�990s.
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Table	2:	Estimates	of	the	HIV/AIDS	Epidemic	in	Malawi	in	2003

Indicator Value

National	adult	prevalence	(�5–49)	in% �4.4

Number	of	infected	adults	(�5–49) �60	000

Number	of	infected	adult	women 440	000

Urban	adult	prevalence	(�5–49)	in% �3.0

Rural	adult	prevalence	(�5–49)	in% ��.4

Total	HIV+	population* 900	000

Notes: *Includes both adults and children (0–49). Sources: NAC (2003)

The three predominant modes of HIV transmission in Malawi are 
heterosexual contact (88% of infections)�0, mother-to-child transmission 
(as many children receive the infection from their mothers during preg-
nancy, birth or through breastfeeding), and transfusion with infected 
blood (NAC, 2004).�� 

1.2.1	 Knowledge	about	HIV/AIDS
Estimates show that awareness of AIDS in Malawi is nearly universal 
(DHS, 2000).�2 Of all women and men, about 99 per cent of women and 
almost �00 per cent of all men had at least ‘heard of AIDS,’ with only 
very small differences between the various age groups. In addition, the 
more educated the respondents were (both men and women), the more 
likely they were to have knowledge about at least two ways to avoid 
AIDS (DHS, 2000). 

In contrast with the DHS results, the knowledge and behaviour indica-
tors by UNAIDS (2004) show that only 34 per cent of women and 42 per 
cent of men (aged �5–24 years) could identify at least two prevention 
methods and reject three misconceptions about HIV/AIDS. The large 
deviation between these two sources of data is probably related to the 
many misconceptions that exist with regard to HIV/AIDS and condoms 
in Malawi (e.g., Bisika et al., 2004).�3 Even so, Malawi, together with 
Botswana, has the best results on these indicators in sub-Saharan Africa.

Still, the reviewed literature on knowledge and behaviour in Malawi 
shows that there exist several misconceptions and large gaps in the 
information that people have on the origins and spread of the disease 
(Pinder, 2004). This can partly be explained by the sources of informa-
tion available for learning about HIV/AIDS. In Malawi, verbal com-
munication is a more effective means of communication than the 
written word. Hence, not surprisingly the main source of information on 
HIV/AIDS is the radio, followed by friends and health centre person-
nel. Other important sources include posters, newspapers, village and 
church meetings, traditional healers and personal observations of HIV-
infected people. 

�0	 The	probability	of	transmitting	HIV	in	a	single	act	of	intercourse	is	low	under	normal	conditions.	In	addition,	the	

probability	of	HIV-�	infection	per	exposure	differs	between	women	and	men.	It	is	many	times	higher	from	a	man	to	a	

woman	than	from	a	woman	to	a	man	(Barnett	and	Whiteside,	�00�:38).	However,	a	number	of	factors	dramatically	

increase	the	risk	of	infection.	These	include	multiple	partners	and	the	presence	of	a	wound	or	a	STI.	

��	 Without	any	preventive	measures,	�5	to	40%	of	babies	born	to	infected	mothers	will	themselves	be	infected.	

��	 Results	from	the	final	DHS	from	�004	are	expected	to	be	released	in	late	�005.	

�3	 In	Malawi,	misconceptions	about	condoms	can	be	severe.	Shah	et	al.	(�00�)	found	that	some	respondents	believed	that	

condoms	could	kill	a	woman,	while	others	claimed	it	could	make	men	impotent.
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1.2.2	 Views	on	and	Use	of	Condoms	
According to the DHS (2004) data, only five per cent of women and �5 
per cent of men who had sex in the past year reported use of a condom 
during their last sexual intercourse. However, condom use tends to vary 
considerably between different categories of people. National survey 
data, for instance, show that condoms are not popular among married 
couples. Condom use for this category has declined slightly between �996 
and 2000, from four to three per cent for women and from nine to six 
percent for men. Condom use in sex with non-cohabiting partners, 
however, increased from 20 to 29 per cent among women and from 38 to 
39 per cent among men (MKAPH, �996; DHS, 2000). An encouraging 
sign is that condom use with a non-cohabiting partner increased further 
in the DHS 2004 data to 30% for women and 47% for men. 

For a married couple, and sometimes for non-cohabiting partners that 
have known each other for a long time, the decline in condom use is 
probably due to the fact that they do not find condoms necessary. How-
ever, since many have unprotected sex with other partners both before and 
after marriage, avoidance of the use of condoms within marriage increases 
the spread of sexually transmitted infections (STI) and HIV equally as 
between single men and women (Matinga and McConville, 2003). 

Among young women and men (aged �5–24), many know a source of 
condoms (76 and 88 per cent, respectively), but the percentage that 
actually uses them is much lower. For instance, only 29 per cent of boys 
aged �5 to �9 use a condom, compared to 47 per cent of the men aged 20 
to 24 (DHS, 2000).�4 That is, even when adolescents have information 
about where they can get a condom (and mostly they are also free of 
charge) many still engage in unprotected sex. Results from UNAIDS 
(2004) knowledge and behaviour indicators also show that a large 
number of males aged �5–24 years (7�%) had ‘high-risk sex’ in the last 
year (i.e. sex with a non-marital, non-cohabiting partner in the last �2 
months).�5 The same indicator for women is much lower (�7%), which is a 
general pattern for sub-Saharan African countries. Moreover, of those 
who had high-risk sex in the past �2 months aged �5–24, only 38 per cent 
of men and 32 per cent of women used a condom. Among men reporting 
having had commercial (paid) sex in the last �2 months, 35 percent 
reported using a condom on the last occasion. Yet, condom use during 
commercial sex is relatively high, and this is strongly related to educa-
tional attainment (DHS, 2000).�6

What are the main reasons for the gap between knowledge about 
HIV/AIDS and condom use? The findings from DHS (2000) indicate 
that most people (76% of women and 84% of men) think that condoms 
are safe. However, certain population subgroups are more likely to 
believe that they are not. For instance, less than one-half of the women in 
the North think condoms are safe to use. Among women, low condom 
use may also be due to powerlessness to negotiate abstinence or condom 
use (see Section �.4.2). Others may not adopt safe behaviour because they 
perceive their individual risk for HIV infection to be low (this applies to 
men as well).�7 

�4	 These	numbers	do	not	imply	that	condoms	are	used	regularly.	It	implies	only	that	a	condom	was	used	on	the	last	occasion.	

�5	 Proportion	of	�5–�4	year-old	respondents	who	had	sex	with	a	non-marital,	non-cohabiting	partner	in	the	last	��	months,	

of	all	respondents	reporting	sexual	activity	in	the	last	year	(UNAIDS,	�004).	

�6	 Marital	status	and	drinking	patterns	were	only	weakly	associated	with	the	use	of	a	condom	at	the	respondent’s	most	

recent	occurrence	of	paid	sex.

��	 One	example	is	that	girls	perceived	little	risk	in	having	sex	with	a	boy	whose	mother	knew	their	family	(UN,	�00�).	
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Another important obstacle for condom use is the various messages 
with conflicting views on sexual behaviour and the use of condoms, 
which cause confusion and make it difficult to prevent the spread of HIV. 
The current messages include religious morality, sexual satisfaction, and 
social stigma (Kaler, 2004a). The Catholic view, for instance, presents 
extra-marital sex as socially unacceptable and places religious sanctions 
against condoms. This is a position counter to the efforts of the govern-
ment and various donor agencies to popularise the use of condoms.

1.2.3	 Testing	for	HIV
In Malawi the great majority want to be tested for HIV (8�% of women 
and 87% of men) (DHS, 2000). This result is consistent with findings 
from several studies (e.g., de Graft-Johnson et al., n. d).�8 However, data 
on the desire to be tested do not necessarily reflect the likelihood of 
actually taking test.�9 In fact, the DHS (2000) results show that more men 
(�5.2%) than women (8.5%) had been tested. Compared with the most 
recent DHS (2004), no great differences are found (�6% of men and 8% 
of women). Several factors could explain this apparent gender difference. 
Fear of male partner reaction (in particular physical and verbal abuse) 
has been found to be a major deterrent to HIV testing and results notifi-
cation among women. Another factor is that many women may lack the 
autonomy to make decisions about seeking health services, and, there-
fore, do not have access to health care including HIV testing. 

The evident and large discrepancy between demand and supply to get 
an HIV test is also due to the limited availability of and access to volun-
tary counselling and testing (VCT) services. In mid-2005, �56 towns and 
cites provided counselling and testing nationwide. Assuming the existing 
health facilities were evenly distributed, there would have been one 
health facility per �8 000 population in 2002 (HERA, 2005). Despite 
these capacity constraints, the number of people tested for HIV each 
year is increasing rapidly. A report by the Ministry of Health (MoH) and 
the National AIDS Commission (NAC) (2004–2005) shows that �50 000 
people were tested in 2002 and that by 2005 this number is estimated to 
rise to 450 000.

1.2.4	 Antiretroviral	Therapy	(ART)
There is no vaccine or cure for HIV infection or AIDS. There have, 
however, been drugs available to fight and prevent opportunistic infec-
tions for many years.20 Over the past �0 years, researchers have devel-
oped antiretroviral (ARV) drugs to fight the virus. The ARV drug 
gradually reduces the viral load and improves the CD4–lymphocyte 
count, helping the immune system to recover and preventing the devel-
opment of opportunistic infections. ARV must be taken for life to be 
effective, and patient adherence to the therapy is crucial. If these require-
ments are fulfilled, ARV can greatly improve both length and quality of 
life. However, the average duration of that extension remains uncertain. 
As with any drugs there may be problems with intolerance, side effects, 
resistance and toxicity.

�8	 Note	that	the	desire	or	demand	to	be	tested	includes	both	those	who	responded	that	they	have	not	yet	been	tested	but	

would	like	to	be	tested	(unmet	demand)	and	those	who	have	already	been	tested	(met	demand).

�9	 According	to	a	study	by	de	Graft-Johnsson	et	al.,	n.	d)	two	thirds	of	men	and	three	quarters	of	women	preferred	to	learn	

their	test	results	with	their	partners	present.

�0	 Individuals	diagnosed	with	AIDS	are	likely	to	get	life-threatening	diseases	called	opportunistic	infections	caused	by	

bacteria,	viruses,	etc.,	that	are	usually	harmless	to	healthy	people.	For	African	AIDS	patients,	TB	is	the	most	fatal.
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The major breakthrough in treatment came in �995 when the triple 
combination of ARV (i.e. three drugs taken together at the same time) 
called highly active antiretroviral therapy (HAART) was introduced. 
Because HIV can become resistant, a combination treatment such as 
HAART is necessary to suppress the virus. HAART has greatly im-
proved the health of those on this treatment. Two main types of ARV 
drugs are used in clinical practice in Malawi: reverse transcriptase 
inhibitors and protease inhibitors (Harries, 2004). 

There has been significant progress in the scaling-up of ART in 
Malawi. Currently 60 hospitals or clinics in the government and mission 
sector provide the drugs. The drugs in these sites are provided free of 
charge at the MoH and the Christian Hospital Association of Malawi 
(CHAM) facilities. This is possible due to large contributions primarily 
from the Global Fund to Fight AIDS, Tuberculosis and Malaria 
(GFATM). Private sector hospitals and clinics also provide ARV drugs, 
but at a cost of MK 500 (US$ 4) per month (MoH, 2005). 

Today, �70 000 HIV-positive people in Malawi are in need of ART. 
In the ideal situation, all 900 000 HIV-positive persons infected would 
be provided with ART over the next �0 years. However, given the 
capacity constraints of the health sector, the revised country aim (as of 
September 2005) is to have over �70 000 patients on ARTs by the end 
of 20�0 (MoH, 2005). Table 3 below shows the estimated number of 
new patients starting on ARTs per year and the number of patients 
ever started on ARTs (both in the public and private sectors). The 
numbers in bold will be funded by the Global Fund, for the years 
2006–2008. 

Table	3:	Estimated	Number	of	New	Patients	Starting	on	ARV	Per	Year	and	the	

Cumulative	Number	of	Patients	Ever	Started	on	ARV	by	the	End	of	Each	Year	in	the	

Public	and	Private	Sectors	in	Malawi

Year Number	of	new	patients	

started	on	ARV	during	the	year

Number	of	patients	ever	

started	on	ARV	by	the	end	of	

the	year

�005 �0	000 35	000		(��	9�3)*

�006 35	000 70	000

�00� 40	000 110	000

�008 45	000 155	000

�009 45	000 �00	000

�0�0 45	000 �45	000

Note: *The number within parentheses was the number of patients on ARVs by June. This 
indicates that the target for 2005 is likely to be reached or even surpassed (HERA, 2005). 

Source: MoH, 2005.

The scaling-up on the provision of ART in Malawi has been very 
successful, but it also has its costs. There are for instance not enough 
drugs for everyone in need, and many hospitals providing ART are 
forced to put people on waiting lists to access the treatment. At the 
Lighthouse, for instance, patients who sought ART in September 2005 
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had to wait up to three months.2� Another issue with regard to the 
scaling-up is how ART provision will affect the health care system in 
Malawi. It is possible that more people on ART may lead to reduced 
pressure on the health facilities, as those that are ill stay healthy longer 
and require less care (the implications of the expansion of ART are 
further discussed in Chapter 6).

In terms of equitable access, progress has also been achieved in the 
expansion of ART provision. By the end of 2004, 60 per cent of the 
patients who accessed ART were women. Regarding geographical 
equity, there were substantially more Malawians in the Southern 
Region on ART than in the North and Central Regions. A longer 
history of ART provision, a higher prevalence rate and a larger popu-
lation in the South partly explain these regional differences. Even if 
there has been progress in equity in access to the drugs, there are 
indications of constraints to access in rural communities and among 
children.

1.3	 Demographic	Impact	
In this section, we will take a closer look at the demographic impact of 
the epidemic by briefly considering the impact on the population struc-
ture in Malawi and on a few key demographic indicators including 
mortality rates, life expectancy at birth, infant and under-five mortality 
rates, the maternal mortality ratio, and, finally, the total fertility rate.

1.3.1	 Demographic	Structure	of	the	Population
Despite causing a dramatic death toll, AIDS will not cause a nega-
tive population growth in most countries in southern Africa. Popula-
tion growth will continue to be positive since the high fertility more 
than outweighs the rise in mortality. In Malawi, AIDS will cause the 
number of adults in the population to grow more slowly in the com-
ing decades than in a no-AIDS scenario (US Census Bureau, 2002; 
UN, 2005). 

The population projection by the National AIDS Commission (2003) 
in Figure � below illustrates the point just made. This projection assumes 
that the total fertility rate22 continues to slowly decline from about six 
births per woman today to 5.4 by 20�0. It also assumes that the annual 
population growth rate will be 2.4 per cent with AIDS, compared to 
approximately 3.2 per cent without AIDS.23 Figure � further shows that 
without any AIDS deaths, the population would be almost �6 million in 
20�0. Because of AIDS, it will only be about �4 million. Likely changes 
in Malawi dependency ratio in a medium and long-term perspective will 
be further discussed in Chapters 3 and 6. 

��	 The	Lighthouse	Trust	was	established	in	�00�	in	Lilongwe.	Today,	the	Lighthouse	is	the	first	specialist	centre	in	Malawi	

for	the	care	and	support	of	people	living	with	HIV	and	AIDS	(Interview	with	Dr.	Ralf	Weigel,	�005	and	Phiri	et	al.,	�004).	

��	 The	total	fertility	rate	is	the	average	number	of	children	a	woman	would	bear	if	fertility	rates	remained	unchanged	during	

her	lifetime.

�3	 This	is	the	case,	except	for	the	most	heavily	impacted	countries	of	Botswana,	Lesotho	and	Swaziland,	where	the	

population	is	projected	to	decrease	as	deaths	outnumber	births,	as	well	as	in	a	few	other	countries	(e.g.	South	Africa)	

where	the	population	growth	is	expected	to	be	halted.



��

Figure	1:	Population	Projection	in	a	Situation	With	and	Without	AIDS	(1985–2010)

Source: Adapted from NAC (2003). 

Moreover, there are considerable variations in the HIV infection rates in 
the Malawian population between regions, sexes and age groups, as 
described in Section �.2. This in turn affects the demographic structure 
and growth of the population and labour force. Considering the differ-
ences between the sexes, for instance, women are now being infected at 
faster rates than men. Currently 58 per cent of all HIV-infected adults 
are women, as discussed earlier. This disparity is mainly due to the fact 
that women have multiple vulnerabilities to HIV transmission (see 
Section �.4.2). 

Considering the number of AIDS cases, it is evident that even 
though the total number of reported AIDS cases according to sex is 
quite equal, the distribution by age group and sex is very different. In 
Figure 2 below we can see that, of the number of reported AIDS cases, 
more than four times as many women as men reported having AIDS in 
the age groups �5–24. This indicates that HIV infects women earlier 
than men. This sex differential is consistent with the pattern of HIV 
infection and AIDS-related mortality seen throughout sub-Saharan 
Africa. One reason for this is due to sexual mixing patterns, whereby 
older men have sex with young girls in the belief that they are ‘AIDS-
free’ (DHS, 2000; NAC, 2004). 

Figure	2:	Age	and	Sex	Distribution	of	Reported	AIDS	Cases,	Malawi	in	2003

Source: Adapted from NAC (2004). 
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One of the most severe consequences of HIV/AIDS is the increasing 
number of orphans. It is hard to estimate the exact number of AIDS 
orphans in Malawi.24 However, according to estimates by UNAIDS, 
about 500 000 children between 0 and �7 years had lost one or both of 
their parents to AIDS in 2003. What will happen in the future as a result 
of such large numbers of orphans? Projections show that the number of 
orphans due to AIDS in the year 20�0 will account for 64 per cent of the 
total number of orphans (74� 000 AIDS-orphans). Alternatively ex-
pressed, they will make about �2 per cent of the total number of children 
0–�4 years old (see Figure 3 below). 

Figure	3:	Predicted	Number	of	Orphans	in	Malawi	(1990–2010)

Note: Orphans in this figure include children between 0–17 years that had lost one or both of 
their parents in 2003. Source: UNAIDS/UNICEF/USAID, 2002. 

1.3.2	 Impact	of	HIV/AIDS	on	Key	Demographic	Indicators
Since the first AIDS-cases were diagnosed in �985, the number of 
AIDS-related deaths has reached 650 000. DHS (2000) data comparing 
death rates from the surveys in �992 and 2000 show that all-cause 
mortality for women and men (aged �5–49 years) has risen sharply 
during the �990s. The increase in mortality, 74 per cent for women and 
76 per cent for men, is largely due to AIDS-mortality. This sharp in-
crease is explained by the time lag of about ten years between HIV and 
death (in the absence of drug therapy). Hence, those who got infected 
with HIV in the early �990s are increasing mortality rates today. 

On a more positive note, the under-five and infant mortality rates 
show a declining trend. Over the period 2000–2004, under-five mortal-
ity rate was �33 deaths per � 000 live births, compared with �89 for the 
period �996–2000 and 234 during �988–�992 (DHS, 2000).25 The infant 
mortality rate was 76 deaths per � 000 live births (compared with �04 
per � 000 live births in 2000). In the developing world, the reasons for 
such improvement in child-survival-related factors are typically many 
and varied. Thus, they are difficult to discern. However, a few factors 
that could be associated with improved child survival are the progresses 
made in the provision of clean water to the rural population, malaria 

�4	 There	have	been	disparities	in	the	definitions	employed	in	the	studies	reviewed.	As	a	result,	the	number	of	orphans	

varies	considerably	between	studies.	

�5	 The	infant	mortality	rate	is	the	number	of	infants	dying	before	reaching	one	year	of	age	per	�000	live	births	and	the	

child	mortality	ratio	is	the	probability	of	dying	between	the	age	of	0	and	5	per	�000.
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control activities, and progress in the education of women (primary 
caregivers). Although this signifies important progress, it should be kept 
in mind that child mortality in Malawi still represents one of the worst 
child mortality rates in Africa. 

Another key demographic indicator is the maternal mortality ratio 
(MMR). Based on latest available estimate in the 2000 DHS survey, the 
MMR is estimated to be � �20 maternal deaths per �00 000 live births.26 
This ratio exceeds by some 80 per cent the estimate from the �992 result 
of 620 maternal deaths per �00 000 live births. However, how much of 
the MMR estimate that includes mortality related to AIDS is not clear.27

HIV/AIDS also affects total fertility rates (TFR), since fertility tends 
to be lower for HIV-infected women than for uninfected women. More-
over, as mortality rates are rising, the TFR is expected to decline over 
time (from 6.� over the period 2000–2005 to 4.7 in 20�5–2020).28 In 
addition, about one-third of children born to infected mothers are them-
selves infected and unlikely to reach childbearing age. Thus, AIDS 
mortality is expected to affect future population growth as the increase 
in deaths among women in reproductive ages leads to fewer births.29 
Over time HIV/AIDS may also reduce birth rates indirectly through its 
impact on sexual behaviour, such as condom use and reducing the 
number of sexual partners (Epstein, 2004). The TFR is also impacted 
by many other factors besides HIV/AIDS, such as access to family 
planning and increased wages, factors not included in the calculations of 
the above estimates. 

Finally, we consider life expectancy at birth. This indicator measures 
the average number of years a new-born infant is expected to live if 
health and living conditions at the time of its birth remained the same 
throughout its life. By comparing the situation over time, the great 
impact of HIV/AIDS on life expectancy at birth becomes evident. This 
demographic indicator has dropped from 45 years in �990 to 38 years in 
2003 (UNAIDS, 2004). 

1.4	 Drivers	of	the	Epidemic	in	Malawi
Why is Malawi one of the countries hardest hit by the HIV/AIDS 
epidemic? In this section we will explore some of the key factors that are 
driving the HIV epidemic in Malawi. These include: poverty and HIV/
AIDS, gender inequality, sexually transmitted infections, mobility, 
harmful traditional practices and risky behaviours, attitudes towards sex 
and HIV/AIDS, and stigma discrimination.

1.4.1	 Poverty	and	HIV/AIDS
Malawi is, as emphasised in the introduction, one of the poorest coun-
tries in the world. There is a clear link between HIV/AIDS and poverty 
(often referred to as a two-way link). Although this inter-relationship is 
complex, it is widely acknowledged that HIV/AIDS leads to poverty and 

�6	 This	ratio	is	calculated	as	the	maternal	mortality	rate	(maternal	deaths	per	�000	woman-years	of	exposure)	divided	by	

the	general	fertility	rate.	It	is	expressed	per	�00	000	live	births.	In	contrast	with	the	maternal	mortality	rate,	this	ratio	

emphasises	the	obstetrical	risk	of	pregnancy	and	childbearing.

��	 Moreover,	these	data	are	attached	with	a	number	of	problems.	During	the	collection	of	this	data,	female	respondents	

are,	for	instance,	asked	about	the	total	number	of	their	mothers’	live	births.	As	yet	there	is	no	definitive	procedure	for	

establishing	the	completeness	or	accuracy	of	retrospective	data	on	sibling	survivorship.

�8	 Model	estimates	by	the	UN	(�005)	yield	these	projected	fertility	paths.	They	are	checked	against	recent	trends	in	

fertility	for	the	analysed	country	and	reflect	the	situation	with	AIDS.

�9	 There	is	an	ongoing	debate	in	the	literature	of	whether	HIV/AIDS	will	lead	to	lower	fertility	or	not	(see	e.g.,	Lorentzen	et	

al.	(�005);	Kalemli-Ozcan	(�005)).	See	Chapter	3	for	more	details.	
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that poverty in turn directly or indirectly creates vulnerability to HIV/
AIDS. On the one hand, HIV/AIDS worsens the poverty situation at 
the individual, household as well as the community and national level. 
HIV/AIDS exacerbates poverty by killing primarily people in their most 
productive ages, leading to a premature loss of human capital. On the 
other hand, people living in poverty are more vulnerable to HIV infec-
tion due to a number of factors such as less access to food, HIV informa-
tion, education, health care services, large gender inequality, and so on. 
In addition, poor access to food and health leads to poor general health, 
which increases the risk of HIV infection and leads to a faster progres-
sion of AIDS. 

1.4.2	 Gender	Inequality	
There are large disparities between the sexes in Malawi. Of the �40 
countries ranked on UNDP’s (2005) Gender-related development index 
(GDI)30, Malawi is number �29, with a GDI of 0.396 (the values ranges 
from 0 to �, where � is the highest gender equality). Women (particularly 
young women) are disproportionately affected by the epidemic since they 
have multiple vulnerabilities to HIV transmission, including biological 
factors as well as cultural, (psycho-) social and economic subordination.3� 
Women with few subsistence options may for instance be forced into 
high-risk sexual relationships for money or food, and it is common that 
they have limited influence over the conditions under which sex occurs, 
including condom use (e.g. BRIDGE, 2004).

Women’s vulnerability to HIV/AIDS is further compounded by 
sexual and Gender Based Violence (GBV), which remains a persistent 
problem in Malawi (White et al., 2004). GBV leads to physical and 
psycho-socio consequences such as sexual abuse, which in turn increases 
the risk for wounds and HIV infection and unwanted pregnancies. 
According to the DHS (2004), �2 per cent of women have experienced 
physical violence since the age of �5. Moreover, Matinga and McCon-
ville (2003) found that the most deep-rooted belief which increases risks 
in sexual and reproductive health is that ‘being a man’ means being 
dominant and in control, especially in sexual relationships. The Ministry 
of Gender reported similar findings in 200�.

1.4.3	 Sexually	Transmitted	Infections
STIs are recognized as an independent risk factor for HIV transmis-
sion. The risk of sexual transmission of HIV may be increased five to 
ten times in the presence of a STI. In addition, for people who are 
infected by HIV, the symptoms of STIs may be more severe, the period 
of infectivity may be increased and the standard treatments may fail 
(NAC, 2005). 

DHS (2000) reported a very low number of STIs, one per cent among 
women and two per cent of men. This result suggests underreporting, 
especially among women. However, when all reports of genital ulcers 
and sores and STIs are combined into one index, the DHS 2000 survey 
indicates that �� per cent of women and eight per cent of men had some 
type of STI in the last �2 months. This is significant, given the evidence 
that sores or ulcers may facilitate transmission of HIV, especially if left 

30	 GDI	measures	gender	inequality	by	using	the	un-weighted	average	of	three	component	indices:	life	expectancy,	

education,	and	income.

3�	 Young	women	are	more	prone	to	infection	for	biological	reasons,	as	their	genital	surface	areas	are	larger	and	less	

developed	and,	hence,	more	exposed	to	tearing.
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untreated, which is often the case in Malawi. These findings are sup-
ported by statistics from the Queen Elisabeth Central Hospital, where 50 
to 60 per cent of men with STIs had been ineffectively treated elsewhere 
before seeking their treatment.

According to the DHS (2000), of those reporting an STI (other than 
HIV/AIDS) in the last �2 months, both sexes were equally likely to have 
sought some type of treatment or advice (women 6� per cent and men 60 
per cent). The most popular sources of treatment for women were tradi-
tional healers (32%), while men preferred the treatment at a clinical 
hospital (28%). With regards to whether a health facility was attended, 
only a minor difference between the sexes emerged (men 28% and 
women 22%). The low use of health facilities to seek treatment of report-
ed STIs further indicates that many did not receive adequate treatment. 

1.4.4	 Mobility
Mobility is a marker of enhanced risk for HIV infection. When single 
people move or families are split up, the likelihood of engaging in risky 
sexual practices increases. This mobility brings them in contact with 
many possible sexual partners, which makes them vulnerable to HIV 
infection. Highly mobile groups, such as truck drivers and fishermen, are 
at a high risk for contracting and spreading HIV. In the same way, 
mobility patterns of smallholder farmers and women travelling to trading 
centres to sell or buy make them mobile and more at risk. 

Highways and borders have also been identified as environments of 
elevated HIV vulnerability. In a study of the Mulanje district in the South-
ern Region of Malawi, a factor contributing to the high transmission rate of 
HIV was the mobility of the population. This included traffic by car, truck 
or public transport between Mozambique, Mulanje and Blantyre, cross 
border traffic by foot or bicycle and the mobility of the population within 
the district as migrant labourers for tea estates, for trade or to seek services. 
The border area therefore played a particular role within the district in the 
local economy and the dynamics of the HIV/AIDS epidemic.32 In general, 
places and activities that result in gatherings are particularly risky with 
regard to the spread of HIV. Such places include weekly markets and 
agricultural trading centres, plantations and estates (see further Chapter 3).

1.4.5	 Harmful	Traditional	Practices	and	Risky	Behaviours
In Malawi, HIV/AIDS transmission has been aggravated by harmful 
cultural traditions, beliefs and sexual practices. These practices are often 
based on deep-rooted associations between sex, health and illness and 
continue to influence sexual and reproductive health and health-seeking 
behaviour. This makes it hard for women and men to protect themselves 
against HIV (Bryceson et al., 2004; Matinga and McConville, 2003). 
Some of the most harmful and frequent traditional practices discussed in 
the literature with regards to the spread of HIV/AIDS include:
– Dry sex. This practice implies the use of herbs to dry out the vagina 

supposedly to increase the man’s pleasure during the sex act (NAC 
and Reproductive Health Unit, 2003). This is an extremely danger-
ous practice with regard to the spread of HIV infection, especially if 
someone has a sexual transmitted infection (STI), since it causes a lot 
of friction, easily leading to bleeding wounds.

3�	 The	border	area	between	Malawi	and	Mozambique	has	historically	also	played	a	big	role	for	mobility	patterns	between	

the	two	countries.	This	was	particularly	the	case	during	the	late	�980s	when	Malawi	received	about	one	million	

Mozambique	refugees.	
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– Traditional healers’ use of non-sterile cutting and piercing tools to 
heal patients, to perform a circumcision, etc. This can damage 
patients’ health or even put their lives at risk since it easily spreads 
HIV. Another example is the use of sex as a treatment therapy. 

– Chokolo, or widow inheritance, whereby a woman is ‘inherited’ by her 
deceased husband’s brother. This practice was originally developed 
within communities as an informal safety net. However, it is now well 
known that it spreads HIV/AIDS.33 

– Fisi is a man (hyena) who has sex with a woman who fails to conceive 
by another man or with a young girl who has just undergone the 
puberty phase to unveil her maturity, etc. 

– Other risky practices and behaviours include: widow and adolescent 
sexual cleansing rituals, various initiation ceremonies, multiple sexual 
partners, lack of condom use, and inconsistent health-seeking behaviour 
(i.e. many do not treat STI or seek VCT) and young age of first sexual 
intercourse (e.g., Munthali et al., 2004; Smith and Watkins, 2005). 

Currently, many harmful traditional rituals are beginning to be re-
evaluated by community chiefs and the population at large. National 
observations indicate that people are adapting their customs and prac-
tices to avoid the spread of HIV/AIDS. Circumcision and other tradi-
tional health procedures are, for example, far more likely today to be 
performed with new razor blades, and traditional sexual rituals are not 
as frequent (e.g., Bisika et al., 2004; Brycson and Fonseca, 2005).

1.4.6	 Discussing	Sex	and	HIV/AIDS
Unwillingness to discuss issues related to sex and HIV/AIDS has fre-
quently been pointed out in previous research as the prevailing norm in 
the Malawian society. This is partly because sex has been surrounded by 
a culture of secrecy and silence. Such a culture has led to the reluctance 
to discuss issues related to HIV/AIDS, since this disease is mainly spread 
through sexual contact.

In studies by Shah et al. (2002) and Pinder (2004), the researchers 
found that cultural norms and religious beliefs inhibited some partici-
pants from freely discussing issues related to sex and STIs. Some also felt 
obliged to refer to HIV/AIDS as a ‘chronic illness’ during the interviews 
and focus group discussions.34 Moreover, in a study by BRIDGE (2004) 
covering eight districts in Malawi, it was found that interpersonal discus-
sion about sex and HIV prevention was low, in particular within families 
and among males as a group. 

However, conflicting evidence questioning the view that Malawians 
in general are reluctant to discuss issues about sex and HIV/AIDS is 
increasingly found. The results of the DHS (2000), for example, show 
that most married couples and those living together report that they have 
never discussed the prevention of HIV/AIDS with their partner (over 
70% of women and 80% of men). More recent literature shows that 
Malawians are much more comfortable discussing sex and HIV/AIDS 
amongst themselves today than before (e.g., Kaler, 2004b). However, 
according to Shah (2003), discussing these issues with a peer group and 

33	 In	Kenya	and	Uganda,	the	widespread	traditional	practice	of	widow	inheritance	is	no	longer	mandatory	(Rugalema,	�999)	

and	initiatives	to	stop	these	practices	have	been	made.	This	may	leave	widows	in	a	weak	economic	position,	which	can	

lead	to	other	risky	sexual	behaviour	(discussed	in	Jayne	et	al.,	�004).

34	 The	cases	of	chronic	sickness	that	are	referred	to	in	these	studies	were	not	clinically	tested	for	HIV/AIDS,	but	are	rather	

based	on	a	checklist	of	possible	symptoms	and	diseases	associated	with	HIV/AIDS.
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friends is still far from being the prevailing norm in society. Moreover, 
despite these discussions, there is a lack of consensus about whether it is 
worthwhile to change behaviour in order to avoid HIV/AIDS. This is 
because many perceive the epidemic as being something inevitable or 
because they perceive their risk of getting infected as very small. 

1.4.7	 Stigmatisation	of	People	Living	With	HIV/AIDS	
Stigma and the discrimination of people living with HIV and AIDS 
(PLWHA) are widespread in Malawi and fuel the epidemic. The DHS 
(2000) for instance reveals that only 49 per cent of women and 53 per 
cent of men think that an HIV-positive individual should keep their right 
to work. The fact that there is no cure for HIV/AIDS contributes to 
stigma and fear and limits people’s ability and willingness to seek VCT, 
proper treatment, and support. It may also exclude AIDS-affected 
families from community meetings.35 Denial and silence about HIV/
AIDS are other aspects that have increased the stigma (MANET, 2003; 
Frankenberger et al., 2003).36 

Currently, there are few incentives to openly disclose one’s HIV status 
in the Malawian society because of perceived and real threats of stigma 
and discrimination. It is, for instance, not uncommon for those with access 
to information regarding others’ sero-status to reveal this information, 
failing to respect people’s right to privacy and confidentiality. Despite the 
fact that the stigma of HIV/AIDS is severe, it is reasonable to believe that 
it will be less so in coming years. This is because an increasing number of 
people decide to test their status, extensive knowledge about HIV/AIDS 
and ways to protect oneself from infection has spread in the country, and 
there is an increasing access to ARV treatment.

1.5	 Conclusion	and	Discussion
We conclude this chapter with a brief discussion of the question on every-
body’s lips: do the messages and information about HIV/AIDS have any 
effect on changing behaviours? 

Currently, the answer to this question varies greatly depending on 
who is providing the answers. In a recent study by Bryceson et al. (2004), 
the interviewed residents of three villages felt that sexual relations had 
not been altered in connection with publicised measures to prevent the 
spread of HIV. In a study in ten villages in central Malawi by Shah 
(2003) by contrast, both men and women reported that they had taken 
measures to protect themselves against HIV/AIDS. The most frequently 
quoted measure was to stay with one partner and to discuss HIV/AIDS 
with their partner. The DHS (2000) results show that on the national 
level the three most frequently reported means employed to prevent 
HIV/AIDS was abstinence, condom use, and limiting the number of 
sexual partners. 

These conflicting findings indicate that attitudes in the Malawian 
society are currently undergoing significant transformation. They also 
indicate that behavioural changes have started to take place, but at 
different speeds and degrees in different places. Anecdotal evidence, for 
instance, suggests that remote rural areas are more traditional and more 

35	 In	the	beginning	of	the	HIV/AIDS	epidemic,	a	number	of	powerful	metaphors	were	mobilized	around	the	disease	that	

served	to	reinforce	and	legitimise	stigmatisation.	These	include	AIDS	as	death;	AIDS	as	horror	(in	which	infected	people	

are	demonised	and	feared)	and	AIDS	as	punishment	(e.g.,	for	immoral	behaviour,	among	others.	These	metaphors	have	

constructed	a	powerful	basis	for	stigmatising	and	discriminatory	responses	(MANET,	�003).	

36	 Other	examples	of	stigma	mentioned	by	PLWHA	include	abuse	from	health	care	professional	and	traditional	healers	who	

may	demand	monetary	and	other	material	favours	(MANET,	�003).	
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rigid regarding behavioural changes. This phenomenon seems likely, 
given that these areas are the hardest ones to reach with preventive HIV/
AIDS messages. In addition, encouraging signs of behavioural change 
undoubtedly already exist. Examples include villagers who avoid cultural 
practices known to increase the spread of HIV, increased openness when 
it comes to discussing issues about sexuality and HIV/AIDS, widespread 
knowledge about HIV/AIDS, a strong demand for VCT, and a slight 
increase in condom use. 

However, one should not forget that there are still a number of discour-
aging signs. They include the fact that the median age at which women 
have sex for the first time has been declining, stigma and discrimination of 
PLWHA prevail, and many misconceptions about HIV/AIDS and con-
doms still exist. In addition, the role of unprotected sex with multiple and 
casual partners in the spread of HIV needs to be better understood and 
accepted as harmful practice. That is, while safety measures to reduce the 
further spread of the epidemic have been taken by some, the main factor 
behind the rapid spread of HIV in Malawi is that many people continue to 
have multiple sex partners. Another behaviour identified as particularly 
risky with regard to HIV transmission is the practice of dry sex, which is 
closely connected to the large gender disparities that remain a persistent 
problem in Malawi. In sum, particular attention must be paid to these 
negatives in order not to lose the progress already made. More information 
and analysis about behavioural change and other complex issues will be 
presented in subsequent chapters.
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In this chapter, we discuss the impact of HIV/AIDS on individuals, 
households and communities, as well as the strategies they use to cope 
with the epidemic.37 For these units the impact of HIV/AIDS is particu-
larly strongly felt because they shoulder the dual burden of emotional 
suffering and increased economic costs. 

There are several categories of costs associated with the HIV/AIDS 
epidemic. The costs are both direct and indirect. The direct costs are 
primarily out of pocket expenditure, such as medical and funeral 
expenses. Indirect costs include loss of income and labour as a conse-
quence of prime-age mortality or by those who give up jobs to nurse 
the sick. 

Sections 2.� and 2.2 describe direct and indirect costs of the epi-
demic. Subsequently, in Sections 2.3 and 2.4, coping mechanisms 
developed as a response to the impacts of the epidemic are analysed. In 
Section 2.5 we consider the effects of HIV/AIDS in the urban, non-
farm informal sector. Conclusions and a discussion are provided in the 
final section.

2.1	 Direct	Costs	of	HIV/AIDS

2.1.1	 Medical	Expenditures	
When planning for policy interventions, it is vital to have information on 
how large a share of the household budget that is assigned to medical 
expenditure in a HIV/AIDS-affected household. Unfortunately, this is 
not easy to assess in the case of Malawi, due to the paucity of data and, 
in cases when data exist, due to difficulties in comparing the results 
across studies because of different methodologies. 

For those affected by HIV/AIDS-related illness, it is clear that medi-
cal expenditure and transport costs make up a large share of the house-
hold budget. According to Martin-Staple (2004), Malawian households 
pay a large share of the health bill, i.e. 26 per cent in �998/�999. The 
National health account from 200� showed that the average individual 
(not household) health care expenditure (in prices of March 2000) was 
US$ 3.7. This cost is expected to be substantially higher for HIV/AIDS-
affected households, primarily due to two reasons: the longer duration of 

3�	 In	this	chapter,	the	community	level	analysis	is	not	extensively	developed	due	to	lack	of	data.

�.	Impact	of	HIV/AIDS	
on	Livelihoods
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illness associated with this disease and because the HIV/AIDS infection 
tends to cluster in affected households.38 

Since we have not been able to find information about health care 
spending on the household level separated into HIV/AIDS-affected and 
non-affected households in Malawi, we draw on evidence from rural 
Tanzania by Ngalua et al. (2002). This study looked at health seeking 
behaviour and expenditure by those who have lost an adult family 
member. It confirmed that health care spending on average is higher for 
a HIV/AIDS-affected household, largely because of the longer duration 
of illness. The mean direct health costs in households experiencing an 
AIDS death accounted for US$ 70 dollars, which represented about 24 
per cent of the total per capita income. The same large expenditure 
pattern is observable in other countries. In Zambian households, for 
instance, the out-of-pocket spending for HIV/AIDS was 29 per cent of 
the total household budget (National health account, 2002).39 

We do not have information on the amount of payment that house-
holds in Malawi spend on traditional medicine, perhaps since this service 
is not always paid for in money (GoM, 2003).40 However, according to 
literature from other African countries, medical costs incurred by AIDS-
afflicted households are often expenses paid for traditional forms of 
medicine (FAO, 2004). In Burkina Faso, for example, the households 
contributed with �4 per cent of the total expenditure on AIDS in 2003. 
Of this in turn 70 per cent was used for traditional healers. 

2.1.2	 Funeral	Expenses	
Funeral expenses represent a heavy burden for the majority of low-
income households. This cost is largely borne by rural communities, 
since it is common for HIV-infected urban dwellers of rural origin to 
return to their communities when they fall ill. The costs for funerals are 
both direct expenditures (to pay for a coffin, cloth, funeral ceremony, 
etc.) and indirect costs, such as lost labour time (Bota et al., 200�). At the 
funeral, the guests are also offered food, which often requires sacrificing 
valuable livestock. Absenteeism from work to attend a funeral also leads 
to substantial costs. This is because a funeral can last from a few hours to 
several days, and there may be several funerals per week due to the large 
number of deaths caused by AIDS. 

While there is no information on average household expenditures on 
funerals in Malawi, the estimated cost borne by the public sector for 
funerals of a junior or middle-income officer, K45 720, (US$ 7�4 in 2002 
current prices) can serve as a reference (see Table 4). Funeral costs are 
even higher for senior officers.4� Another benchmark is the amount of the 
household budget spent on one funeral in Tanzania by the households 
experiencing an AIDS death. This amounted to a mean value of US$ 34 
dollars (in prices as of 2002) (i.e. about �� per cent of the annual house-
hold budget) (Ngalula et al., 2002). 

38	 Similar	to	the	study	by	Shah	et	al.	(�00�),	the	definition	of	‘affected	households’	in	this	report	includes	those	who	spend	

time	and	other	resources	taking	care	of	the	sick,	and	bear	the	burden	of	increased	expenses.	

39	 It	should	be	noted	that	even	if	HIV/AIDS	aggravates	these	inequalities	between	various	income	groups,	they	are	also	due	

to	inequalities	within	the	national	health	system.	Read	more	about	this	in	Chapter	4.	

40	 As	discussed	in	Chapter	�	in	relation	to	the	treatment	of	STIs,	traditional	healers	are	often	preferred	as	health	providers	

by	villagers	over	health	clinics.	This	was	especially	true	for	women.

4�	 Funeral	costs	for	most	teachers	and	lower	to	middle	management	staff	were	estimated	to	fall	between	MK	��	000	and	

MK	30	000	per	funeral	(i.e.	between	US$	�8�–468).	Transportation	costs	accounted	for	the	main	part	of	the	difference	

(UNDP/GoM,	�00�).	
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Table	4:	Estimated	Funeral	Costs	in	the	Public	Sector	in	Malawi

Coffin MK	�0	000

3	Wreaths MK	�800

Transport MK	30	000

Per	diem	(�	nights) MK	39�0

(Driver	and	welfare	worker)

Total MK	45	720

Costs are in Malawi Kwacha, with an average rate calculated as of 2002, i.e. 1 Kwacha= 0.014 
US$. Source: UNDP/GoM, 2002. 

In conclusion, the rapid increase in the number of ill adults as a result of 
HIV/AIDS raises the direct costs associated with the disease. Those 
costs consist primarily of funerals, transportation and medical costs. This 
in turn leads to an increased strain on the available household resourc-
es.42 In this way, HIV/AIDS has the potential to either damage or 
entirely deplete available household funds, kept aside for fertilisers or 
seeds. Increasing medical and transport expenses caused by HIV/AIDS-
related illness may instead consume household funds. 

2.2	 Indirect	Costs	of	HIV/AIDS
A commonly held view in the literature is that AIDS-related mortality 
results in severe labour constraints, increased poverty rates, and land 
scarcity among affected households, which ultimately affect agricultural 
production (e.g., IFPRI, 2005). In Sections 2.2.� to 2.2.3 below, we assess 
whether this seems to be a valid assumption in the Malawi case. We do 
this by first focusing on labour supply effects, with particular focus on 
women’s labour time and the impact on land. Thereafter, we analyse the 
cost of HIV/AIDS on smallholder agricultural production. In the final 
section, Section 2.2.4, we focus on the costs of the increasing number of 
children orphaned by HIV/AIDS. 

2.2.1	 Impact	of	HIV/AIDS	on	Labour	Supply	
One of the major indirect costs of HIV/AIDS is the loss of labour within 
the household. This is often the starting point for several other con-
straints. In a study by Shah et al. (2002), the authors observed that over 
70 per cent of the households affected by chronic disease experienced loss 
of labour. AIDS-related mortality and the loss of one or several key 
workers in the affected household may lead to remaining family mem-
bers being unable to maintain the level of agricultural production. The 
loss of labour also leads to problematic livelihood decisions by AIDS-
affected households, such as delaying agricultural operations, finding 
other income generating activities, etc. 

Recent research by Mather et al (2004) suggests that the cost to the 
affected household of losing a prime-age adult might not be as high as 
expected by previous research. It also questions the assumption made 
above that the typical affected household faces more severe labour 
constraints in agriculture than non-affected households.43 For their 

4�	 Despite	the	draining	impact	of	transportation	costs	on	the	household	economy,	this	cost	has	not	been	widely	

elaborated	upon	in	this	study	due	to	paucity	of	data.	

43	 In	this	paper,	the	authors	refer	to	affected	households	as	those	households	directly	and	immediately	affected	by	death	

due	to	illness.	There	is	also	evidence	that	many	of	these	deaths	are	HIV-related.	
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analysis, they use the number of prime-age adults after death as an 
indicator of available household labour and a thirteen-year panel survey 
(�990 and 2002). Their results are illustrated in Table 5 below, which 
shows that the average affected household (middle column) has as many 
prime-age adults after death as non-affected households (i.e. about five 
people in the household).44 This result is partly explained by the affected 
households being found on average to have more prime-age adults and a 
larger household size prior to the death of a prime-age adult in �990 (5.7 
persons) relative to non-affected households (5.2 persons). Another factor 
is also the long time period over which these effects have been analysed.45 

Table	5:	Before	and	After	Demographic	Characteristics	of	Rural	Households	With	or	

Without	a	Prime-Age	Adult	Death	in	Malawi

Household	Characteristics	

(mean	values)

Non-affected	

Households	

Without	Death	

in	the	house-

hold

Affected	

Households	

With	a	Prime-

Age	Adult	

Death	in	

2002**

Affected	

Households	

With	a	Head/

Spouse	Death	

in	2002

1990 – before death*

Household	Size	(people) 5.0 5.� 5.�

No.	of	Prime-Age	Adults	(people) �.3 �.8 �.�

2002 – after death

Household	Size	(people) 5.5 5.� 4.5

No.	of	Prime-Age	Adults	(people) �.� �.� �.5

Notes: *Before death refers to the situation in 1990 for the “affected households” before they 
had experienced a prime-age adult death. After death refers to the situation in 2002, after the 
affected households had experienced a prime-age adult death. 

**This marks the average affected household that experienced a prime-age adult death in 2002. 

Source: Mather et al. (2004). 

However, even if the various household types have about the same 
number of people in the household, this does not mean that the situation 
is not severe for the affected households. Rather, this implies that the 
household’s ability to cope with the loss of labour should also be consid-
ered. That is, if the household secures other labour, i.e. from relatives, 
neighbours or child labour, then the affected household does not neces-
sarily undergo more severe labour constraints in agriculture than non-
affected households do. For example, it is common to have many chil-
dren and to let them work in the smallholder household to fill up the loss 
of a prime-age adult death. 

Moreover, given the gender division of labour and knowledge, a 
surviving parent may not be able to pass the skills of the deceased parent 
on to their children. This process, similar to the loss of institutional 
memory in companies, is particularly important to the farm-household 

44	 In	this	study,	prime-age	is	defined	as	adults	between	�5–49	years.	Mather	et	al.	use	the	term	‘prime-age’	to	indicate	that	

this	is	the	most	important	period	for	labour	and	sexual	activity,	during	which	infection	by	HIV	is	most	probable.

45	 A	potential	source	of	selection	bias	in	all	household	surveys	is	household	dissolution	due	to	a	prime-age	death.	That	is,	

if	a	household	selected	by	the	sampling	procedure	suffered	a	prime-age	adult	death	and	thereafter	dissolved	prior	to	

�00�,	then	that	household	could	not	be	selected.	
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with its series of tasks requiring specific knowledge, such as selecting 
good seeds. This development is likely to impact negatively on agricul-
tural production as well as the quality of land as child labour is increas-
ingly used in production. Furthermore, it highlights the importance of 
education and skill development. The gender aspect of an adult death is 
also illustrated by SADC (2003) in Malawi with regards to area of land 
planted. The results show that households with a recent adult male death 
have 32 per cent less area planted than households with a recent adult 
female death.

The effects of a death of a prime-age adult are larger on households 
that are relatively poor prior to the death. The effects may also lead to 
the impoverishment of a household, frequently caused by HIV/AIDS. 
Several empirical studies on the impact of prime-age adult mortality on 
agricultural production and incomes, both in Malawi as well as in other 
countries in sub-Saharan Africa, have also shown this. Better off house-
holds, with food and other reserves, are frequently found to be better 
positioned to hire casual labour and to endure the morbidity or death 
than their counterparts (Drimie, 2002; Yamano and Jayne, 2004; Math-
er et al., 2004). 

The study by SADC (2003) further examined the effects of four HIV/
AIDS-proxies on household income in Malawi, Zambia and Zimba-
bwe.46 Their results indicated that a household with a chronically ill 
active adult received less income (measured in income per capita) than 
households without chronically ill adults. They also showed that both the 
number of chronically ill household members and the timing of HIV/
AIDS (e.g. during the harvesting period, when no hands can be spared 
in agriculture) were important factors in impoverishment. In conjunc-
tion, these results showed that HIV/AIDS-affected households have a 
less stable income than non-affected households. 

2.2.2	 Impact	on	Women’s	Labour	Time
In addition to losing the labour of the person who is sick or has died, 
economic losses are imposed on households by those held back from work 
or not able to reach their normal productive levels. This can occur when 
taking the patient to the doctor and the hospital or obtaining medicines 
and other items for the patient. This is especially true for women in the 
whole of sub-Saharan Africa who have to allocate their labour time both 
between domestic activities and agricultural production. 

Ngwira et al. (2003) argue that since women in the rural areas in 
Malawi are usually responsible both for cultivating food crops and 
household tasks, they work between �5–�7 hours per day. This is substan-
tially more than the eight hours that men are assumed to work in this 
study. In addition, national statistics show that females are engaged in 
subsistence farming (94%) to a much larger extent than men (76.8%) 
(NSO, �998). This is in line with a household study from Zambia which 
shows that 48 per cent of women’s time was spent on agriculture and the 
remainder on household duties (Blackden, 2003).

In relation to these findings, it is interesting to explore how women 
allocate their time and in particular how HIV/AIDS affects this time 
allocation. A recent survey conducted by the Afrobarometer in 2004 
(across fifteen countries in East and Southern Africa) found that four in 

46	 The	HIV/AIDS	proxy	variables	used	in	this	analysis	fell	into	four	categories:	morbidity	variables	(e.g.,	chronically	ill	

household	head),	mortality	variables,	hybrid	proxy	variables	(i.e.	a	combination	of	mortality	and/or	morbidity)	and	

demographic	variables.
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ten Malawians (43 per cent) spend more than five hours a day caring for 
sick household members, as do 30 per cent of Zambians. Differences 
between areas of residence were also found, and rural people were more 
likely to bear the burden of illness and care for sick household members. 
This is not surprising given that many urban-based individuals return to 
their rural birthplace during the chronic phase of AIDS, as already 
mentioned. Even if this assessment did not separate the effect according 
to gender, it is very probable that these measures show the time women 
devote to various household activities, largely the women’s domain in 
Malawi (as described above (Afrobarometer, 2004)). 

The Afrobarometer also makes assessments of the time spent by 
households caring for orphans. These results show that between one-
quarter and one-fifth of Malawians (25%) and Zambians (23%) spend 
more than five hours a day caring for orphans. Since it is not very prob-
able that these burdens are covered by public sector support in these 
countries, it is suggested that these levels may instead reflect social 
networks such as the extended family system. Thus, in Malawi, these net-
works seem to absorb much of the impact of the epidemic. Moreover, in 
the three countries Malawi, Zambia and Mozambique, a higher propor-
tion of female-headed households were found to care for orphans than 
male-headed households. This gender difference was most pronounced in 
Malawi, where nearly 40 per cent of female-headed households cared for 
orphans, compared to 2� per cent of the male-headed households 
(SADC, 2003).

Hence, not only are women more susceptible to HIV/AIDS infection, 
but also the impact of HIV/AIDS is highly genderized, to the disadvan-
tage of women. The fact that women assume most of the care-giving 
responsibility has the potential of adversely impacting on women’s partic-
ipation in the labour market. Nevertheless, in spite of all this, it should be 
noted that the long-term impact of HIV/AIDS on women’s lot is still 
uncertain. It could lead to empowerment due to coping mechanisms and 
changes in attitudes. For example, shortages of men could also poten-
tially facilitate women’s entrance to the labour market and access to 
leading positions.

2.2.3	 Impact	of	HIV/AIDS	on	Land	Holdings
One of the indirect costs of HIV/AIDS is that it has the potential to 
negatively impact on the quality (due to less time and fewer resources to 
work the land) and quantity of land held by those affected, as well as on 
the ability of those affected to access and retain land.47 Moreover, in 
Malawi, rights and access to land are interwoven with issues related to 
gender and inheritance systems as well as with HIV/AIDS.

In Malawi’s Land Act (�965), three tenure systems are recognised: 
customary, freehold and leasehold. Customary land accounts for 70 to 
80 per cent of the total land. It is also the main resource for household 
livelihood and food security in rural areas, and will therefore be our 
primary focus. The inheritance systems operating in Malawi have 
significant bearing on the ability to access and retain customary land. 
This is particularly true for poor and vulnerable groups in the commu-
nities, such as widows/ers, divorced women, youths and orphans 
(Mbaya, 2002; FAO, 2004). The inheritance of customary land is not 

4�	 It	should	be	noted	here	that	land	distribution	in	Malawi	is	unequal.	Particularly	the	poor	are	constrained	in	terms	of	land.	

About	8�%	of	the	poorest	�0%	of	the	households	have	landholdings	of	less	than	0.5	hectare.	In	contrast,	64%	of	the	

richest	�0%	cultivate	more	than	�	hectare	(GoM,	�000;	NSO,	�998).	
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catered for under statutory law and was traditionally allocated by chiefs. 
However, this is no longer automatically the case, since family heads 
have increasingly taken over the allocation role. This tendency in turn 
threatens the security of tenure and livelihoods for residents on custom-
ary land, who may be subject to ad hoc procedures of land allocation. 
Such processes have also led to an increasing number of land disputes 
over land allocation. Women and orphans are likely to be particularly 
disadvantaged in this process and under the prevailing inheritance 
patterns, for reasons that will be made obvious below. This also creates 
opportunities for increased access to land for the relatively better off 
(Mbaya, 2002).48 Moreover, a large number of households are experi-
encing diminishing holding sizes as a result of reallocation of land to 
relatives and children. However, it is not yet possible to say whether this 
is affected by the epidemic. 

Malawi has two customary systems of marriage and inheritance, the 
matrilineal and the patrilineal systems. Patrilineal systems are mostly prac-
ticed in the Northern Region of Malawi and in the far south, while matri-
lineal systems are more common in central and southern Malawi (Shah et 
al., 2002). According to the traditional patrilineal systems of inheritance 
(both rural and urban-based), widows are not guaranteed continued access 
to the land holdings that they had prior to the death of their spouse. 
Rather, the widows are expected to move to their maternal home following 
the death of their husband. However, recently this traditional system has 
been challenged, leading to land disputes. Thus, under the patrilineal 
system, widowed or divorced women may be vulnerable because their 
access to land is through their husbands. The death of the husband may 
even result in dissolving and/or relocating the household (Gillespie and 
Kadiyala, 2005; Ngwira, 200�). According to Barnett et al. (2004), in an 
advent of an increasing number of adult deaths due to HIV/AIDS, women 
in many cases lose the direct access to land and the possibility to convert 
the land to other forms of productive capital.49 

Under matrilineal systems women are in general in a better position 
compared with patrilineal systems, as they can call upon their relatives 
living close-by for assistance. If a woman is widowed, she and her chil-
dren continue to live in the marital home and have access to the land. 
However, despite the name of this system, men are the primary decision-
makers and a woman’s maternal uncle decides how land is distributed. 
Moreover, similar to the patrilineal system, a widower in a matrilineal 
system should according to tradition return to his birth place following 
the death of his wife, while their children stay with the wife’s family.

Nonetheless, indirect costs and effects of HIV/AIDS on land use 
patterns may also manifest themselves differently depending on the 
situation. On the one hand, in areas of high land pressure, members of 
extended families may be forced to share the same piece of land, which 
affects their ability to make productive use of the landholdings. This also 
forces some household members to seek other income sources, such as 
ganyu labour. This is generally the case in parts of southern Malawi, 

48	 The	Wills	and	Inheritance	Act	does	not	reflect	the	changed	realities	due	to	AIDS	deaths	and	the	ascendance	of	nuclear	

families	(Ngwira	et	al.,	�00�;	Laws	of	Malawi,	chapter	�0:0�,	�994).	Nor	does	the	Act	mention	gender,	which	may	

undermine	women’s	legal	rights	to	land.	

49	 In	addition	to	the	fact	that	women	face	access	constraints	to	land,	they	may	also	lose	access	to	other	resources	when	

their	husbands	die.	For	instance,	due	to	cultural	norms,	agricultural	extension	workers	are	hesitant	to	visit	female	

farmers	in	the	absence	of	male	relatives	(Ngwira	et	al.	�003).	Widows	may	also	lose	access	to	judiciary	and	financial	

services	because	of	gender-imposed	constraints	that	inhibit	a	woman	from	doing	certain	things	(Barnett	et	al.	�004).	

Together,	these	constraints	undermine	female	economic	security	and	enterprise.	Another	study	concludes	that	widows	

in	Malawi	are	ten	times	more	likely	to	experience	property	dispossession	than	widowers	(Ngwira	et	al.,	�003).
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where there is a high population density and the labour to land ratio is 
high, or alternatively, average landholding per household is small. Under 
these conditions, other people can substitute for the prolonged illness of 
one or several members of a household. Accordingly, a prime-age adult 
death has little effect on the total land use. On the other hand, in areas 
where the land to labour ratio is low, the effects of long illness associated 
with HIV/AIDS on land use are more apparent and may affect the 
quality of land, as households, for instance, increasingly rely on child 
labour as discussed above in Section 2.2.�. 

It has been suggested that effective land rental markets might enhance 
the welfare of AIDS-affected households by maintaining their asset base 
and generating a new income source while others make productive use of 
the land ( Jayne et al., 2004). Hopefully the new Land Act currently being 
drafted by the Malawi Government will be able to achieve this goal. 
This Act will among other things provide a new legal framework for land 
reforms and the administration of land matters that will hopefully 
formalise the security of tenure of customary land (Chirwa, 2004).50

2.2.4	 Effects	of	HIV/AIDS	on	Smallholder	Agricultural	Production	
The effects of HIV/AIDS are likely to be substantial for smallholder 
agriculture in Malawi, since the majority of the population live in rural 
areas and rely on this livelihood source. 

By way of illustration, Shah et al. (2002) show that as much as 93 per 
cent of the category of very poor households affected by chronic illness 
experienced a decrease in crop yields.5� Moreover, Mather et al. (2004) 
examined how a prime-age adult death impacted the agricultural pro-
duction of affected households compared to non-affected households by 
measuring mean crop income differences across five countries. They 
found that mean crop incomes are lower for affected than for non-
affected households across four of the investigated countries (the excep-
tion is Zambia).52 However, a decrease in agricultural production is not 
caused by chronic illness alone. Other important factors are the lack of 
farm inputs and/or the inability to purchase them, as well as unfavour-
able weather conditions over the past years.

Households affected by chronic disease may also experience a de-
crease in agricultural productivity. According to Shah et al. (2002), the 
proportion of households experiencing a decrease in agricultural produc-
tivity was greatest among those affected by chronic disease, i.e. 72 per 
cent, compared to 56 per cent among households affected by other 
illnesses and 59 per cent of those not affected by any major illness. 

In addition, the rural households badly affected by HIV/AIDS and 
consequently not able to make fully productive use of their land also tend 
to be food-insecure (Mbaya, 2002). In a study by Pinder (2004), it was 
found that 4� per cent of rural smallholder households in Malawi are 
food-insecure, with 30 per cent of these being female-headed.53 In gen-
eral, the burden of food insecurity falls very hard on women. This group 
is often labour constrained, due to their double burden of agricultural 

50	 Bosworth	(�998)	found	that	three	per	cent	of	households	(some	�5	000	households)	have	no	land	for	cultivation.	

5�	 Given	that	the	researchers	of	this	study	felt	there	was	a	high	sensitivity	associated	with	HIV/AIDS	and	a	reluctance	on	

the	part	of	the	villagers	to	discuss	it,	they	did	not	mention	the	term	HIV/AIDS	during	the	fieldwork.	Rather,	they	used	the	

term	‘chronic	sicknesses’.	

5�	 The	countries	included	in	the	study	were	Kenya,	Malawi,	Mozambique,	Rwanda	and	Zambia.	

53	 The	implication	of	HIV/AIDS	for	food	security	of	affected	households	is	considerable	and	is	recognised	as	one	of	the	

main	impacts	of	HIV/AIDS	by	a	growing	body	of	literature	(e.g.,	Gillespie	and	Kadiyala,	�005).	
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and home-related duties, e.g., collecting firewood, water, preparing food, 
pregnancies, etc., as already discussed in Section 2.2.2. 

In sum, the findings in this section indicate that HIV/AIDS-affected 
households experience a decline in agricultural production as compared to 
non-affected households. As a consequence, they tend to be less food secure. 
Food insecurity in turn worsens nutrition and increases the vulnerability to 
infections, which speeds the progression of HIV infection to AIDS. 

2.2.5	 Children	Orphaned	by	HIV/AIDS
The increasing number of orphans is described as one of the worst 
consequences of the AIDS epidemic in many African countries (e.g., 
Barnett and Whiteside, 2002:�77; ILO/UNAIDS, 2002).54 Undeniably, 
there is also a growing concern in villages across Malawi about the 
number of orphans. Orphans impose a heavy burden and increased 
financial costs for basic needs such as food, clothing and schooling. 
Frequently, the extended family, particularly grandmothers and young 
women, face the indirect costs of supporting and caring for orphaned 
dependents, as pointed out in Section 2.2.2. 

In Malawi, the proportion of orphans does not differ much by gender 
(females 5� per cent and males 49 per cent). The mean age is about nine 
years for both sexes. Overall, the results show that the Southern Region 
has the highest proportion of orphans. Moreover, the proportion of 
orphans in rural areas is higher than in urban areas. However, the 
number of orphans in the urban areas increases rapidly after they reach 
the age of �3. This finding suggests that orphans aged ten and younger 
are concentrated in the rural areas. Then, around the time of the death 
of the parent and the loss of economic support, there is an increased 
rural to urban migration as children try to find employment in urban 
areas (Doctor, 2004). 

Orphans are likely to be particularly susceptible to HIV, be more 
malnourished, and have larger difficulties accessing land and loans than 
non-orphans. Their status also confers an added risk for abuse (Mbaya, 
2002). In addition, orphans may have unmet psychosocial needs after a 
parent’s death. For the children orphaned by HIV/AIDS, the situation is 
often worse, with a smaller quantity of assets to draw from since those 
assets have frequently been depleted during their parent’s illness. 

Summing up, the indirect costs of the epidemic for affected house-
holds in general lead to increased labour constraints and intergenera-
tional losses of knowledge transfer, which also tend to have a strong 
gender dimension. HIV/AIDS may also result in impoverishment and 
larger inequalities in the ownership of land and other assets, greater 
decline in agricultural production, and more strain from food anxiety 
than for non-affected households. 

We also described that the impact of HIV/AIDS has the potential to 
lead to increased inequalities primarily for women after the death of a 
spouse. For others, in contrast, opportunities for an increased admission 
to land are created by ad hoc land allocation or inheritance system 
procedures. Besides, the impact of HIV/AIDS on land issues also tends 
to differ significantly across the country due to variations in land to 
labour ratios. It is also reported that there is an increasing concern in the 
villages about the increasing number of orphans caused by the epidemic 
and that a lot of women’s time is devoted to taking care of them. 

54	 The	definition	of	an	orphan	by	the	Government	of	Malawi	is	a	child	who	has	lost	one	or	both	parents	because	of	death	

and	is	under	the	age	of	�8	years	(Republic	of	Malawi,	�005).
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2.3	 Responding	to	the	Direct	Costs	of	HIV/AIDS	
In rural Malawi, a number of strategies aimed at supplementing income 
or simply maintaining household expenditure levels in the advent of 
HIV/AIDS-related prime-age adult death have been developed. Some of 
the most common coping strategies to deal with the direct costs of the 
epidemic will be presented below.55 

2.3.1	 Relying	on	Ganyu	Labour	
When a household suffers HIV/AIDS-related labour losses or illnesses, 
productive activities may be dropped and households start to depend on 
new sources of livelihood, such as ganyu, or casual wage labour. Ganyu 
labour is by and large a product of the Malawian countryside where cash 
earnings for peasant farmers are needed but hard to obtain. Yet, it takes 
place both within agriculture and in the form of non-agricultural work 
(Bryceson et al., 2004). Ganyu is an important source of livelihood for 
many households and a way to supplement income. However, it is often 
poorly paid in cash or in kind (e.g., in food). Some studies even claim that 
this is the main source of income for the majority of poor households (e.
g., Chiwona-Karltun et al., 2005).

Ganyu has been the main form of inter-household labour exchange 
between peasant households through much of the 20th century. Ganyu is 
particularly important for the poorer households and during periods of 
seasonal stress. It is mainly the poorer households that delay working on 
their fields, while the better-off hire ganyu labourers for agricultural 
operations (Shah et al., 2004). As a consequence, ganyu labour has gained 
a negative connotation associated with deepening impoverishment.

Once households start to depend on ganyu, it is difficult to stop. 
When working on others’ land, they are unable to work their own fields. 
This reduces crop yields and makes them even more dependent upon 
seeking ganyu to meet future needs. Reliance on payment in kind for 
ganyu also implies that sufficient money cannot be raised to buy fertilis-
ers to produce a surplus crop or to repay loans. This often leads to a 
downward spiral of further ganyu or that the ganyu worker’s crops are 
handed over to the creditor. This situation is referred to as the ‘ganyu 
trap’ (Shah, 2002). 

The results in the study by Shah et al. (2002) showed that about 26 
per cent of the total sample households depended on ganyu for more 
than four months a year. Amongst the very poor households, about 55 
per cent were dependent on ganyu for more than four months per year. 
Women made up a larger percentage than men in this group. Of the 
very poor households affected by chronic illness, only 20 per cent experi-
enced a further increased dependence on ganyu. The low number among 
the chronically ill households might be due to the fact that they do not 
have any labour to set aside for ganyu. 

Ironically, increased reliance upon ganyu may also increase suscepti-
bility to HIV/AIDS infection. This is largely explained by economic 
conditions on the local labour market. That is, ganyu labour opportuni-
ties are hard to come by during the off-peak agricultural season. This 
may lead to high-risk behaviours, which increase the likelihood of being 
infected with HIV. Women’s transactional sex is, for example, an ex-
panding area of ganyu labour. The primary driving force for this activity 

55	 In	the	literature	there	is	an	ongoing	debate	over	whether	it	should	be	said	that	households	‘cope’.	According	to	some	

researchers,	this	takes	attention	from	the	hardships	experienced	by	households	and	also	tends	to	shift	the	responsibil-

ity	over	to	the	households	and	avoid	public	responsibility	for	helping	affected	households.	
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is of course the money that it generates (White et al., 2004; Shah, 2002; 
GoM 200�a).56

2.3.2	 Selling	Assets	
Sales or liquidation of assets is a frequent coping mechanism used in 
response to adult morbidity and mortality. According to IFPRI (2002), 
HIV/AIDS is the greatest cause of households’ asset depletion, as it strips 
away all forms of assets (both productive and non-productive assets). 
Sales of assets (i.e. dissavings) take place when households are faced with 
economic problems, need to raise money to meet food or medical ex-
penses, to pay off debts, etc. Shah (2003) found that about 40 per cent of 
the surveyed households affected by chronic illness sold a portion of their 
assets to buy food or to pay medical or funeral expenses. However, the 
available estimates vary considerably in the literature.

Items typically sold include both productive and non-productive 
assets, such as livestock, radios and bicycles, which are the only form of 
savings that most of the poorer households possess.57 A study of five 
villages in Malawi concluded that rural households are losing (or have 
lost) most of their assets largely because of the impact of HIV/AIDS 
(Pinder, 2004). These results are supported by other country studies from 
the African region. For instance, Menon et al. (�998) show that the 
divestment of durable assets is higher among households with a HIV/
AIDS-related death than other households.58 However, in general, 
capital assets lost by afflicted households are usually re-distributed within 
the rural economy rather than lost entirely (FAO, 2004).

By selling off assets, households are able to mitigate the short-term 
effects of adult mortality and other shocks. However, in the medium to 
long-term, using asset depletion as a coping strategy can lead to negative 
consequences, such as increasing a household’s vulnerability to income 
shocks and/or decreasing a household’s use of cash inputs in crop cultiva-
tion. The final result can be being lowered productivity and overall crop 
production (Mather et al., 2004). Another concern with this coping 
mechanism is that forced sales of assets to raise financial capital for the 
households tend to bring in paltry prices. 

An important example of asset depletion is the sales of productive 
assets such as livestock, a common coping strategy for households all over 
sub-Saharan Africa. This strategy does not result in increased poverty if 
it is done moderately. However, at some point a household’s level of 
livestock holdings is no longer sustainable. In such situations, which are 
more likely to occur in a HIV/AIDS-affected household than in other 
households, this coping strategy is perhaps best described as erosive. 
Moreover, it is likely the AIDS epidemic is resulting in a concentration in 
the ownership of cattle assets, as afflicted households sell off assets to 
those with the resources to accumulate them (FAO, 2004; Jayne et al., 
2004). The findings of Mbizule (2004) support this view; vulnerable 
groups (e.g., households with a chronically ill member) in Malawi own 
fewer cattle than the general sample population. 

Moreover, rearing livestock also requires human and capital resourc-
es. Such resources are often lacking in AIDS-affected households, as a 

56	 Money	realized	from	this	trade	usually	ranges	from	K�0–K500	per	day.	On	rare	occasions	it	can	reach	K�	000	to	K�	

000	(US$	8–�6)	per	day.	However,	this	income	is	not	consistent	and	depends	on	the	clients	(White	et	al.,	�004).	

5�	 In	Shah	et	al.	(�00�)	a	few	households	even	mentioned	selling	their	iron	sheets	used	as	roofing	material.

58	 When	investigating	the	sequencing	of	assets	liquidation	the	following	pattern	has	been	observed:	�)	savings,	�)	

business	income,	3)	household	assets,	4)	productive	assets,	and	5)	land	(Mbaya,	�00�).
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result of death or increasing costs associated with the long duration of 
illness of a household member. A lack of active adults (particularly males) 
means less ability to protect livestock from theft. Insecurity in rural areas, 
particularly due to theft of crops and livestock, is a big problem in 
Malawi (GoM 2002; Pelser et al., 2004). The HIV/AIDS epidemic 
compounds this effect in several ways.59 Without sufficient financial 
resources, HIV/AIDS-affected households have less money available to 
pay for livestock related expenses (e.g., feed, pesticides, etc.). Hence, HIV/
AIDS-affected households tend to have fewer livestock than non-affected 
households, because of divestment or loss.

2.3.3	 Borrowing	to	Meet	Increased	Costs
Not all households have the necessary cash reserves to meet the increas-
ing expenses related to HIV/AIDS illness that consume both cash 
savings and assets. In this situation, some resort to borrowing. A study by 
Mbizule (2004) found that 27.3 per cent of the households with a chroni-
cally ill member borrowed money, which can be compared to almost 23 
per cent in the general study population. However, Shah et al. (2002) 
found that only about �4 per cent of the households affected by chronic 
illness borrowed from other villagers, and among the non-affected 
households even fewer did.60 It has also been observed that the use of 
micro-credit for HIV/AIDS-related medical expenses crowds out the 
household’s ability to take loans for agricultural expenses, such as seeds, 
fertilizers or tools. 

In terms of borrowing from financial capital services (credit, savings, 
and insurance), one study found that about one-quarter of the households 
investigated belonged to farmer clubs and credit clubs, and these were 
primarily the better-off households. In contrast, female-headed house-
holds had difficulty accessing loans and were less likely to belong to these 
clubs (Frankenberger et al., 2003). The poor primarily rely on informal 
credit at high interest rates or on group-based micro-finance services. 
Affected households may be forced to hold distress sales in order to 
endure the increased burden of medical and funeral expenses. Crops are 
harvested and sold before maturity, standing crops may be pledged 
against a cash loan, or a part of the meagre food stock could be sold to 
meet some of the most pressing needs (Shah et al., 2002). 

2.3.4	 Adjustments	of	Funeral	Practices
In response to increased funeral expenses due to increased HIV/AIDS-
related deaths, some reports indicate that changes in burial practices are 
currently taking place to minimize the costs associated with funerals. 

Traditionally, funeral ceremonies lasted four to seven days, with more 
rituals after one month, 40 days or a year. Now, as the HIV/AIDS 
epidemic adds to the number of dead and funeral expenditures, mourn-
ing periods as well as ceremonies have become shorter and less expen-
sive. Anecdotal evidence also indicates that funerals are increasingly 
postponed to the weekends when possible and that nowadays it is more 
common that only the closest family attends the funeral. However, this is 
only possible if the deceased died towards the end of the week, since 
there is a general lack of mortuaries in Malawi to keep the corpse. 

59	 The	epidemic	leads	to	poverty,	which	increases	the	number	of	people	using	theft	to	secure	income.	In	addition,	adults	

absent	from	home	for	long	periods	cannot	guard	their	animals	(Ngwira	et	al.,	�00�).

60	 It	is	also	possible	to	expect	that	borrowing	has	been	hampered	because	families	affected	by	HIV/AIDS	experience	

stigma	and	discrimination	by	community-based	credit	groups.
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Anecdotal evidence also indicates that even if the cause of death is HIV/
AIDS, this is more often stated directly at the funeral today than previ-
ously. This indicates that the heavy stigma and discrimination surround-
ing the disease has been somewhat lessened, at least in some villages. 
These observations are consistent with observations in countries such as 
Uganda, Tanzania and Zambia. 

2.4	 Responding	to	the	Indirect	Costs	of	HIV/AIDS
The household may use a variety of traditional coping strategies to deal 
with specific hardships and problems. To illustrate this, we investigate 
the coping strategies developed to deal with the labour losses that result 
from the illness of a prime-age adult, including the use of child labour. 
We will also analyse the most commonly employed coping strategies used 
by subsistence farmers related to land. Finally, female-specific coping 
strategies will be considered.

2.4.1	 Relying	on	the	Informal	Safety	Net	
Assistance by extended family networks is a crucial source of support for 
households coping with the loss of a prime-age adult due to HIV/AIDS 
(Munthali, 2002; Shah et al., 2002). Care for the sick and orphans is 
primarily a household responsibility. However, the increased burden of 
an affected member is often felt beyond the household experiencing the 
illness and death, by relatives or neighbours who may share the responsi-
bility of taking care of the sick and organising funerals after death. 
Neighbours usually help with small immediate needs on a reciprocal 
basis. This interdependence between households and relatives in a 
community also increases the number of affected households in a society. 
The fear is expressed that as HIV/AIDS impacts on larger number of 
families, the social networks may begin to break down. 

If the extended families do collapse, we may begin to see an increas-
ing number of street children, youth gangs, and youth-headed house-
holds in the future. For such households, education may no longer be 
viable, and that makes this group even more vulnerable to HIV. How-
ever, a recent study provides evidence from the national level that so far 
only one per cent of children (aged �4 and younger) live in child-headed 
households, a finding that further shows the importance of the extended 
family in terms of orphan care (Doctor, 2004).

Shah et al. (2002) found that over 20 per cent of the households 
affected by chronic illness sought long-term support from others. 
However, in a recent study by Masanjala (2005), as much as 30 per cent 
of the respondents answered that they got help from the community 
when experiencing the death of a household member, while 24 per cent 
sold assets and 20 per cent said that they borrowed money. This help is 
often in the form of receiving food and other necessities, moving in 
with relatives, taking care of children, helping with farming practices, 
and so forth. 

Poverty-stricken extended families and communities are increasingly 
put under pressure, at the expense of caring for HIV-infected chronically 
sick and growing numbers of AIDS-related orphans. As we mentioned 
earlier, the burden of nursing the sick falls heaviest on women (girls and 
grandmothers) who are also obliged to take on the responsibilities of sick 
or dead parents. Recently, however, the pressure of the large number of 
orphans has led to the establishment of village-based orphanages to 
effectively care for this immediate need in several sites throughout 
Malawi. A study by Chiwona-Karltun et al. (2005) conducted in the area 
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of Domasi town, for instance, showed that no less than three village-
based orphanages have been established. 

2.4.2	 Children	are	Taken	out	of	School	
A visible impact of the HIV/AIDS epidemic is that children are taken 
out of school at an early age. This is done either because parents or 
extended families cannot afford the direct cost of schooling or because 
the child’s labour is needed in the household to meet the shortfall of a 
prime-age adult. Despite policies and laws designed to curtail exploita-
tive child labour, the practise continues in many settings (DHS, 2004).

In the DHS (2000), 27 per cent of the children aged five to �4 were 
either working for a non-relative (paid or unpaid) or spent four or more 
hours a day doing household chores. According to the DHS report for 
2004, this indicator has exploded over the years to a level of 37 per cent 
in 2004. In contrast to the results from the 2000 survey, girls were more 
likely than boys to do domestic work in 2004. 

Both in Malawi and other countries in sub-Saharan Africa, girls are 
more prone than boys to be withdrawn from school in the event of a 
prime-age adult death (e.g., Ngwira et al., 2000). This finding is sup-
ported by national statistics that show the average dropout rate for 
standard �–9 to be 3� per cent for girls and 25 per cent for boys in 2005. 
In addition, data reveal a distinct difference between boys and girls in 
the passing rates of final exams: boys clearly do better (Ministry of 
Education, 2000, 2005). This suggests that, despite initiatives to promote 
the continuation of girls’ schooling, boys are to a greater extent than girls 
able to move past a primary education (DHS, 2000). 

The withdrawal of girls from school due to HIV/AIDS can have 
more serious long-term implications. Educated mothers, for instance, 
tend to bear fewer children than less educated women. They are also 
more likely to send their children to school and immunise them against 
childhood diseases. Hence, if girls’ educational levels decline, other 
development goals, such as reduction in fertility and a decrease in child/
maternal mortality, might be difficult to achieve (Ngwira and 
Mkandawire, 2003). Moreover, when girls are withdrawn from school at 
an early age, their prospects for getting employment diminish; this is 
especially true for qualified and highly paid jobs. As a result, inequality 
in education will further fuel gender biases in the labour market.

2.4.3	 Change	in	Cropping	Pattern	and	Crop	Mix
It has been assumed in previous research that HIV/AIDS is bringing 
about important changes in farming systems. In a large number of 
studies, it is proposed that cash crops, as well as those crops requiring 
expensive inputs, may be dropped as a response to prime-age adult 
death. Cash crops such as tobacco or Irish potatoes are generally labour 
intensive. Accordingly, they should be the first to be abandoned due to 
HIV/AIDS labour shortages within the household, as available labour is 
reserved for subsistence crops. However, while subsistence crops typically 
demand less labour, they tend to be lower in either value or nutrition 
than cash and grain crops. 

Several studies from Malawi indicate that AIDS-related mortality 
brings about the described changes in the farming households’ crop mixes. 
One of the main findings by Mather et al. (2004), for instance, was that 
three-quarters of the investigated households changed their usual crop mix 
towards less labour-intensive crops (e.g., cassava) in response to labour 
shortages in the household and lack of resources to obtain agricultural 
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inputs. However, whether such impact stems directly from HIV/AIDS is 
hard to say since there are many variables affecting a farmer’s decision to 
grow one crop over another, including the income generating ability of the 
crop, its resistance to weather conditions and input prices and policies (see 
also Chapter 3 on production in small scale agriculture). 

2.4.4	 Land	Left	Fallow
It is a common coping mechanism in sub-Saharan countries for small-
holders to cultivate only a portion of their land or to leave it fallow when 
a family member either falls ill or dies just before the agricultural season 
has started. This is because of too little labour and/or the inability to 
procure farm inputs. 

According to Shah et al. (2002), the strategy of leaving land fallow is 
primarily resorted to by poor households in Malawi. The better-off 
households are often able to hire wage labourers (ganyu) to take care of 
their agricultural operations. Moreover, as a result of a combination of 
responses by households affected by prime-age mortality, such as house-
holds relinquishing part of the land or a generally high labour-to-land 
ratio, the pressure for agricultural land will result in land being left 
fallow to a very small extent and only as a short-term solution. One of 
the few situations under which land would be left fallow for successive 
seasons is if all rural-based members of a family have died and the 
children have moved elsewhere (Mbaya, 2002).

HIV/AIDS also has the potential to increase the activity in the land 
market. This is the result of households trying to derive benefits from 
their landholdings when they are not able to cultivate the land anymore. 
Anecdotal evidence also suggests that sales of land have been observed as 
a coping strategy in households with prolonged distress and few available 
economic resources. Renting out land is resorted to when the distress is 
perceived to be short-term. Another response to the impact of HIV/
AIDS is to allow relatives to use the land temporarily or to rent out a 
part of the landholdings. 

2.4.5	 Female	Coping	Strategies
Many women lose their rights to matrimonial land upon the death of their 
spouses, as pointed out earlier. In situations like these, women employ a 
range of strategies to ensure continued access to land. Such strategies 
include: remarriage, to gain access to a new piece of land; never re-marry-
ing, to secure the permission of in-laws to continue to have access to part of 
late spouse’s land; and, remaining on matrimonial land through a relation-
ship with the late spouse’s brother (‘wife inheritance’). 

One coping strategy seen in Malawi, as well as in other countries, 
orphaned girls or young women in particular use is early marriage (often 
at the expense of getting an education) (Munthali, 2002). For female 
orphans, marriage becomes a way of escaping the welfare gap and low 
status of being an orphan. As a consequence, sexual activity as a prelude 
to finding a partner for marriage begins very early in Malawi (Ngwira et 
al., 2005). This is consistent with the evidence that the median age at 
which women have sex for the first time has been declining for a number 
of years, indicating that it has become more common for adolescent girls 
to have sex before marriage. Through a similar process, orphans already 
made vulnerable by AIDS face an even higher risk of contracting HIV 
(Bryceson et al., 2004). 

Summing up, in the second part of this chapter we show that it is 
important to know how well the households are able to cope with the 
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increased loss of labour to be able to properly assess the impact of the 
epidemic. The interaction of several factors, such as access to resources 
and the ability of the community to provide support, determines the 
severity of impact and a household’s ability to cope with the economic 
impacts of HIV/AIDS. The organisation in extended families is a very 
important informal safety net that helps communities cope with HIV/
AIDS. However, there is a fear that as HIV/AIDS impacts on a larger 
number of households, the extended family system may break down 
under the increasing numbers of orphans and sick people. 

2.5	 Impact	of	HIV/AIDS	on	the	Urban	Non-Farm	Informal	Sector
In this section, we briefly discuss the characteristics of the urban infor-
mal sector in Malawi. We do this by focusing on a few of its crucial 
characteristics, such as its size and importance as a source of income for 
households in Section 2.5.�. Based on this information, we describe the 
impact of HIV/AIDS on this sector in Section 2.5.2. Finally, in Section 
2.5.3, we focus on the women’s situation in the informal sector. 

2.5.1	Characteristics	of	the	Urban	Informal	Sector
There is as yet no commonly agreed-upon definition of the informal 
sector, which makes a comparison between various studies problematic. 
However, in general the informal sector consists of small-scale enterprises 
engaged in a wide range of economic activities on the border to the 
formal economy. 

The informal sector is a sector of growing importance in producing 
goods and services, and it is a major employer in many developing 
countries. In Malawi, it provides jobs to people who would otherwise be 
unemployed since there are few formal jobs available.6� In particular, one 
of the coping strategies used in response to HIV/AIDS is to rely increas-
ingly on income earning activities coming from the informal sector (e.g., 
petty trading) (Devereux, �999).

According to a study by Madziakapita (2003), who interviewed 600 
informal sector participants in the three major cities in Malawi, the two 
issues that enhance the growth of the informal sector are the lack of 
formal-sector employment and the desire to survive. People go into the 
informal sector primarily for the following reasons: lack of formal em-
ployment (45.8 %); to survive and support their family (20.7%); and, due 
to the belief that they can earn more in this business (�7.8%). Of the 
respondents in this study, only �� per cent were female. Cultural and 
economic barriers explained the small number of females. 

It is hard to single out how large the share of the urban informal sector 
is in the total informal sector. In 2002, �8 per cent of people aged five 
and over were regarded as regular formal-sector employees. Similarly, in 
a study by UNICEF (�99�) �4.5 per cent of the labour force worked in 
the modern sector in �99� (some 530 000 people), while 85.5 per cent 
worked in the informal sector (about 3 200 000 people). A recent study 
on micro and small enterprises found that these firms employ about �.7 
million people and contribute to about �5 per cent of the GDP (Grant, 
2002; Sephiri, 2002).62 Based on this information, a reasonable approxi-
mation of the size of the non-farm informal sector is about ten per cent of 

6�	 For	a	long	time,	there	has	been	a	debate	about	the	importance	of	the	informal	sector	in	the	development	literature.	

Because	of	considerations	of	space,	we	will	not	go	into	detail	about	this	debate	here.

6�	 Higher	estimates	of	the	contribution	of	the	informal	sector	GDP	(as	a	percentage	of	non-agricultural	GDP)	are	found	in	

sub-Saharan	Africa	overall	(4�	per	cent)	and	in	Zambia	(�998)	(�4%)	(ILO,	�00�).	
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the total labour force. The remaining 90 per cent work within the 
agriculture and formal sectors. 

Available statistics on informal work outside agriculture in Uganda 
and South Africa support this estimate. In Uganda, ten per cent of the 
population were employed in non-crop informal enterprises. In South 
Africa, the proportion of people engaged in informal employment 
outside of agriculture in 2002 was 28 per cent (Lee, 2004; ILO, 2002a). 

In sum, this leaves us with a likely (and large) span defining the size of 
the informal sector, measured as a percentage of the population em-
ployed within informal employment outside agriculture, as between ten 
and 30 per cent of the population. 

2.5.2	 Impact	of	HIV/AIDS	on	the	Informal	Sector
Because of limited research and data on the impact of HIV/AIDS on the 
informal economy, we assume that the impact on this sector will be felt 
more or less in the same manner as it would be in a small size company. 
Based on this assumption, we perform a brief analysis.63 In addition, the 
analysis will be supported by findings from other countries in sub-
Saharan Africa whenever relevant. 

Although data on the impact of HIV/AIDS are limited, it is quite 
clear that as workers in the informal sector get infected with HIV and 
fall ill, they will either be absent from work or perform below their 
normal level of productivity. Eventually, this will affect profits. When 
workers develop full-blown AIDS and become too weak to work, a 
regular company would be forced to replace them. In addition, this will 
incur recruitment and training costs for replacing experienced workers 
lost through HIV/AIDS. The same is not expected to happen in the 
informal sector to the same extent. A more likely outcome is that infor-
mal businesses will have to close down, disappear or will be replaced by 
other businesses.

However, the above analysis needs to be enriched with some condi-
tions applicable to the informal sector. According to the ILO, informal 
economy workers are especially vulnerable to the impact of HIV/AIDS 
for four major reasons: (�) their activities are rarely based on (or lead to) 
financial security; (2) the nature of their work is usually heavily depend-
ent on their labour; (3) they do not have access to health facilities and 
social protection schemes; and, (4) they do not usually have access to 
credit to help them develop their business.

In particular, it is reported that the small size of the enterprises makes 
it difficult to replace a skilled or semi-skilled worker if the employee falls 
sick or dies. This is similar to what regular small sized firms experience. 
Because of their size, they will also find it difficult to absorb the costs of 
increased absenteeism, staff turnover and death. They are therefore 
much more vulnerable to the impact of HIV/AIDS than large enterpris-
es and indeed than regular small sized companies. This finding is sup-
ported by other studies on the impact of HIV/AIDS on the informal 
sector (Wilkins, �999). 

While most of the above was found to be valid for the general condi-
tions in the Malawian informal sector, it contrasted with the first point 
mentioned, i.e. that activities of informal sector participants are rarely 
based on (or lead to) financial security. That is, based on the information 
from a study of 600 persons employed within the informal sector in 

63	 What	can	be	used	instead	in	this	case	are	individual	studies	to	serve	as	benchmarks.	Unfortunately,	there	exist	no	such	

estimates	for	Malawi.
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Malawi, it was found that activities in this sector in many instances 
actually lead to financial security. Informal sector businesses are a 
relatively good source of income in a country like Malawi where about 
40 per cent (about five million people) live on less than US$ � a day 
(UNDP, 2004). More than 80 per cent of the informal sector participants 
earn enough money from their businesses to make a good livelihood 
(Madiziakapita, 2003).64 According to the same study, there are indica-
tions that informal sector benefits are also benefiting the rural areas in 
Malawi. Of the 600 participants interviewed in this sector, 64 per cent 
send some money back to their home villages to support their relatives.65

It is worth making some additional comments about the point men-
tioned above, that workers in the informal sector do not have access to 
health facilities. In Malawi, public health care included in the Essential 
Health Care Package is basically free of charge. As a result, there is in 
theory no obstacle for proper care for informal sector workers.66 Never-
theless, it might not be a realistic assumption, due to the poor status of 
the health sector. 

In addition, HIV/AIDS tends to make the informal sector partici-
pants even more marginalised than they already are. Research suggests 
that non-farm income sources are often jeopardised in HIV/AIDS-
affected households, mainly among those who already are asset-poor and 
vulnerable. With fewer prime-age adults in the household, non-farm 
income is likely to fall. In particular, since non-farm income sources are 
often gender specific, the remaining family members may not easily 
replace the lost labour, such as the labour input in staple food produc-
tion. Thus, a prime-age adult death may result in the loss of that source 
of income, as pointed out earlier. 

2.5.3	 Women	and	HIV/AIDS	in	the	Informal	Sector
In this final section, we focus on the situation for women in the informal 
sector, since they have been identified in studies from other countries as 
being particularly vulnerable to HIV/AIDS (e.g., Wilkins, �999). No 
studies with this specific focus have been found for Malawi.

Trading is the most common non-farm business activity for both 
urban and rural areas in Malawi overall, and for women in particular, 
who primarily engage in petty trading. Poverty and inequality are also 
visible in street trading environments, and considerable literature has 
established clear links between these factors and the transmission of 
HIV/AIDS (Barnett and Whiteside, 2002; Walker and Gilbert, 2002). 

Parallel results were obtained in a comparative study on Uganda and 
South Africa. There it was found that street trading in both countries 
was one of the largest sectors of informal work, and women made up the 
majority of the street traders (Lee, 2004). Research from other countries 
in the informal sector shows that women are generally disadvantaged, 
which is due to their lack of education, access to resources, and limited 
bargaining power compared with men. It has been found that the street 
trading environments are often characterised by poor occupational 

64	 Forty-nine	per	cent	made	less	than	K500	(US$	�)	per	day,	while	�8	per	cent	made	an	average	of	K50�	to	K�	000	(US$�–

�3)	per	day.	Twelve	per	cent	made	K�	00�	to	K�	000	(US$�3.3–�6.�)	per	day.	Seven	percent	made	K�	00�	to	K3	000	

(US$	�6.�–40)	per	day.	The	remaining	four	per	cent	made	more	than	K3	000	(US$40)	per	day.

65	 Sixty-four	per	cent	sent	less	than	K�	000	(US$�3),	while	�6	per	cent	never	sent	anything.	The	remaining	ten	per	cent	

sent	more	than	K�	000	per	month.	However,	this	is	not	a	practice	unique	to	informal	sector	participants.	Formal	sector	

employees	also	support	their	families	in	the	rural	areas.	

66	 Briefly,	the	Essential	Health	Care	Package	addresses	the	major	causes	of	morbidity	and	mortality	among	the	general	

population	(GoM,	�00�,	and	Kemp	et	al.,	�003).
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health and safety standards. As a result, and because of the usual multi-
ple responsibilities of domestic and productive work that fall on women, 
they faced greater exposure to general and work-related risks. Those 
risks include the heightened risk of ill health (Lee, 2004; Chazan, 2005). 
Moreover, because care-giving is usually the task of women, it appears 
that the rise of prolonged illness and care due to AIDS has reduced the 
time available for women to engage in income-earning activities more 
than it has for men. Jayne et al. (2004) expect this trend to become even 
more pronounced in future decades in the hardest-hit countries as the 
disease escalates. 

Recent statistics in many countries in sub-Saharan Africa show that 
slightly more men than women work in the informal sector, but that 
more women participate in informal compared to formal work. Moreo-
ver, in sub-Saharan Africa, self-employment (as a percentage of non-
agricultural informal employment) in the informal sector amounted to 7� 
per cent for women and 70 per cent for men between the years �994 and 
2000 (ILO, 2002).67 Together, these two findings might serve as a first 
indication of the situation in Malawi. However, due to shortage of data, 
we cannot confirm this. 

Summing up, in the last part of this chapter we have seen that Malawi’s 
informal sector is a key sector for employment and income generation for a 
large part of the population. There is also an indication that it is often 
possible to make a sustainable livelihood from this activity. Moreover, since 
64 per cent of the participants in the informal sector send something back 
to their home villages to support their parents and relatives, the benefits 
from the informal sector also seem to benefit the rural areas. The informal 
sector participants are in general marginalized, and HIV/AIDS makes 
them become even more so. In addition, women are particularly disadvan-
taged in the informal sector. This in turn leads to a greater exposure to 
health-risks such as contracting HIV infection.

2.6	 Conclusion	and	Discussion
While definitive answers concerning the impact of HIV/AIDS on the 
micro level are not yet possible, research sheds light on some crucial 
aspects. We briefly present below some of our conclusions and discuss 
further implications of the findings in Chapter 2. 

We have shown that the intensity of the impact of the epidemic is not 
felt uniformly across the affected households and individuals; rather, it 
will depend on a large variety of factors. The impact will primarily hinge 
on the available resources and the circumstances under which the 
epidemic strikes. Simplified, we may say that the greater the various costs 
(direct and indirect) of HIV/AIDS, the greater the impact will be. The 
impact at the household level is determined by variables such as the 
timing and duration of illness, the relative socio-economic status of the 
household, the affected individual’s position in the household, social 
norms of marriage, and so on. Moreover, the earlier finding, that AIDS-
related mortality leads to less labour, increased poverty rates and land 
scarcity and that this in turn affects agricultural production among 
affected households, is largely confirmed. 

AIDS-affected households to a larger extent use coping strategies such 
as selling assets, increasing their borrowing, and reliance on ganyu 

6�	 Informal	activities	in	agriculture	were	not	included	in	the	estimates	of	employment	in	the	informal	economy	reported.	

Since	agricultural	activities	are	an	important	source	of	employment	(as	indicated	earlier),	especially	for	women,	their	

exclusion	reduces	the	overall	estimate	of	the	size	of	the	informal	economy	(ILO,	�00�).
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labour than non-affected households. Paradoxically, ganyu labour also 
increases the susceptibility to HIV/AIDS infection. Some argue that this 
is one of the socio-economic impacts by which HIV/AIDS is changing 
the contours and dynamics of poverty. Taken together, this may exacer-
bate unequal asset distribution and lead to landlessness and destocking. 

The impoverishment of a household is frequently caused by the 
AIDS-death of a prime-age adult. Changes in the traditional adminis-
tration of customary land is one driving force behind the impoverish-
ment of a household, as this may threaten the livelihood security for 
vulnerable residents of customary land. The current lack of a common 
system on the customary land market for a more equal land distribution 
is a factor contributing to this development. Another issue is the dispos-
session of property of widows and orphans. Although not directly due to 
the HIV/AIDS epidemic, this is becoming more prevalent under the 
same. Given that poverty incidence usually rises as the amount of land 
owned or operated by poor rural households declines, this process is 
likely to negatively influence poverty and livelihoods in the long run. 
Moreover, once land and livestock are sold, the recovery potential of 
these households is severely diminished. Deepened poverty is the culmi-
nation of this process.

A frequent coping strategy within households experiencing scarcity of 
labour is to rely on child labour by withdrawing their children from school. 
This in turn damages these children’s education and future skills base, 
leading to long-term effects for society as a whole. This is true for both 
sexes but to a greater extent for girls, since they are more likely than boys 
to be withdrawn from school in the event of an adult household death. As a 
consequence of less schooling, women will have less knowledge about their 
own legal and human rights, and goals of gender equality are undermined. 
Moreover, with an increasing number of children taken out of school and a 
breakdown in the knowledge transfer between generations, one can expect 
the impact of HIV/AIDS to be felt beyond the current generation. This 
will probably also have negative effects on agricultural production, as 
children are gradually given greater and greater responsibility for provid-
ing agricultural labour. This could result in agricultural practices that are 
less efficient and of lower quality. 
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This chapter looks at how HIV/AIDS affects production in Malawi. The 
first section discusses Malawi’s past macroeconomic performance and 
the role of HIV/AIDS, focusing on the determinants of economic 
growth. In the second section, a simple model is used to simulate differ-
ent scenarios for GDP per capita for the period to 20�5; a tentative 
discussion about long-run consequences after 20�5 is left for Chapter 5. 
The following sections deal with the effects of HIV/AIDS on the econo-
my from different angles. Section 3.3 examines the impact of HIV/AIDS 
on agriculture and manufacturing, and firms’ response to HIV/AIDS 
and associated costs. Finally, section 3.4 highlights environmental conse-
quences. 

3.1	 Economic	Growth
There exist numerous studies on the impact of HIV/AIDS on economic 
growth. The studies use either data on a cross-section of countries or on 
a particular country.68 Nonetheless, only three studies exclusively deal 
with Malawi. Two of them, Cuddington and Hancock (�994a, �994b), 
are very old studies in this context. Both predict a modest decrease in 
per-capita GDP growth, which is in line with the results of most analyses 
from the �990s. In the models of Cuddington and Hancock, AIDS 
affects growth through three channels. First, it reduces the size of the 
labour force because of premature death. Second, workers’ efficiency 
declines because of bad health and loss of cumulative work experience. 
Third, saving declines because of increased health expenditure. The 
final impact is determined by the decline in labour productivity and 
whether the capital-labour ratio increases or decreases. It has become 
clear over time that models developed along these lines tended to under-
estimate the impact of HIV/AIDS; important mechanisms are missing 
in the models, and they failed to predict the rapid spread of the epidemic 
(Nattrass 2002; Casale, 2005). 

The third study, Andersson (2005), is in line with several studies on 
HIV/AIDS in Sub-Saharan Africa that have challenged the results from 
the �990s using more sophisticated models. However, she finds that 
without government intervention, HIV/AIDS will only reduce GDP per 
capita by about 4 percent over the period 2000–2020, although some 

68	 For	reviews	of	studies	on	the	macroeconomics	of	HIV/AIDS,	see	Barnet	and	Whiteside	(�00�),	Nattrass	(�00�),	Haacker	

(�004)	and	Casale	(�005).	

3.	Impact	of	HIV/AIDS	
on	the	Real	Economy
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households may experience a decline in income of over 20 percent. An 
example of a recent study that differs markedly from the old ones is Bell 
et al. (2004). They find that the South African economy is likely to 
collapse due to a sharp contraction in the stock of human capital caused 
by AIDS. Another study on South Africa, Young (2005), finds that the 
epidemic is an economic boon for the survivors. In his model, there is a 
decline in fertility due to increasing real wages and fear of infection, and 
this outweighs the negative effect of the fall in human capital. Two more 
recent studies, Kalemli-Ozcan (2005) and Lorentzen et al. (2005), em-
phasise another effect: the impact of adult mortality on the time horizon 
people use when planning for the future. They find empirical support for 
the hypothesis that the mortality of young adults influences fertility; 
families have more children when the uncertainty of survival of their 
offspring increases. In addition, Lorentzen et al. (2005) show that adult 
mortality affects economic growth by reducing both physical capital 
accumulation and enrolment rates to secondary education. Hence, they 
argue that AIDS, by increasing adult mortality, has strong negative 
impact on growth in per capita income by increasing fertility and reduc-
ing investments.

We make no attempt to explicitly model the impact of HIV/AIDS in 
Malawi. Instead we view the epidemic as a part of the economy that at 
least to some extent has shaped recent development. This is in line with 
McPherson (2003), who argues that HIV/AIDS by now must be treated 
as an intrinsic part to the economy in countries with high prevalence, 
and because of this, modelling HIV/AIDS is difficult even in the best of 
circumstances, i.e., where there are long time series data or detailed 
knowledge of various quantitative effects. 

A straightforward way of looking at economic growth is to use a 
production function, which shows how changes in production, measured 
as value added, result from changes in inputs of production factors and 
productivity. This is the approach used in the following sections, focusing 
on the major determinants of economic growth, physical and human 
capital formation, labour supply, and productivity growth. An under-
standing of their roles in the growth process is essential when discussing 
HIV/AIDS and the future development of Malawi. 

3.1.1	 A	Look	at	Output,	Capital,	Labour	and	Productivity
To give a picture of Malawi’s growth experience, Figure 4 shows GDP 
per capita and labour productivity (GDP divided by the labour force), 
over the period �960–2004. There are three clearly discernible periods 
in the GDP-per-capita series: positive growth between �964 and �979, a 
steep decline in �980 and then �5 years without growth, and, finally, a 
level shift upwards around �995. Labour productivity follows a similar 
pattern, although there are more pronounced shifts. 

The growth period, �964 – �979, was characterised by macroeco-
nomic stability and policies that aimed at generating agricultural ex-
ports. Although successful in generating growth, this policy did not 
create a general expansion in the Malawi economy because it favoured 
estate agriculture over smallholder agriculture. One consequence was 
that a large part of the population was left out of the development proc-
ess (Pryor �990, pp. �24–25). In the late �970s and early �980s, a series 
of external shocks hit Malawi’s economy, initialising the second period, 
�980–�994. The shocks included a fall in export prices, a rise in import 
prices (such as the oil price), a dramatic increase in transport costs for 
foreign trade due to the war in Mozambique, and drought. On top of 
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this, Malawi had to host more than 750 000 Mozambican refugees from 
the mid-�980s. 

Figure	4:	GDP	Per	Capita	and	Labour	Productivity	1960–2004	(in	1994	Prices)	

GDP	per	capita	_____,	labour	productivity	-- - - - - -	

Note: Labour productivity is GDP at market prices, measured in constant 1994 prices, divided 
by the labour force. The source of the data is World Bank Development Indicators (2005).

In the early �990s, Malawi was hit by two severe droughts and a deterio-
ration of the terms of trade. Moreover, due to donor concerns about 
overspending, lack of human rights, and poor governance in relation to 
the elections �994, balance of payments support was suspended. All this 
resulted in a severe crisis: GDP dropped by about ten per cent in �994. 
Hence, annual GDP growth declined to 0.0 per cent over the period 
�992 – �995. The third period (�995 to today) was initiated in �994 by 
the ending of the war in Mozambique and the election of a democratic 
government, the first in the history of Malawi. The new government 
embarked on a wide-ranging structural adjustment program with the 
support of the World Bank, the IMF, and several donors. Although 
fraught with problems, the implementation of the structural adjustment 
was initially fairly satisfactory and GDP growth rose to 5.5 percent over 
the period �996 to �999. However, economic growth has slowed down 
since then. It averaged only 2.3 per cent 200�–2005 (Global Insight, 
2005). 

Figures 5 and 6 below show the development of the capital stock and 
total factor productivity. Capital, which traditionally is viewed as the 
most important determinant of economic growth, is depicted in Figure 5 
in the form of the capital-labour ratio (the capital stock divided by labour 
force). Changes in the ratio seem to correspond quite well to the two first 
growth-rate episodes in the Malawi economy. The capital-output ratio 
grew continuously during the period up to �979; it then declined during 
the following �0 years and then stayed constant up to �994. However, 
after �994, the decline continued, even though there was an increase in 
economic growth and labour productivity during the latter half of the 
�990s. Nevertheless, overall capital accumulation appears to have played 
an important role in Malawi’s growth process; the period of rapid 
growth of the �960s and �970s is associated with an increasing capital-
labour ratio, while the slow growth of the �980s and �990s is associated 
with a decreasing capital-labour ratio. 
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Figure	5:	Capital-Labour	Ratio,	1960–2003	

Sources: Nehru and Dhareshwar (1993), Bosworth and Collins (2004), and the authors’ own calcu-
lations with data from World Development Indicators (2005) and Reserve Bank of Malawi (2005).

Although capital formation is important for economic growth, differ-
ences in total factor productivity (TFP) explain why some countries are 
rich and others are poor. We measure TFP as the part of the growth rate 
that cannot be explained by capital accumulation or labour force 
growth. It is basically a measure of output divided by a weighted average 
of the inputs capital and labour.69 TFP should be viewed as a general 
measure of productivity, including social, demographic and political 
factors as well as changes in the technology used. Moreover, in our calcu-
lations, human capital in the form of health and education is also cap-
tured by TFP. Accordingly, many of the economic consequences of HIV/
AIDS should show up in the form of a declining TFP. 

Figure 6 depicts the evolution of TFP. Since the level of TFP is not 
defined, �960 is set to unity for convenience. The most notable thing 
about Malawi’s TFP is that there was hardly any growth over the last 40 
years; in fact, TFP was at the same level in 2000 as in �960. Moreover, 
there was no growth in TFP during the years of rapid capital accumula-
tion. In other words, TFP was not higher in �979 than in the beginning 
of the �960s. It is thus evident that changes in labour productivity 
reported in Figure 6 were largely due to changes in the capital-labour 
ratio. This implies that economic growth has primarily been driven by 
investments, a feature of the Malawi economy also noted by the World 
Bank (�997). 

Nevertheless, Figure 6 shows that TFP increased rapidly between 
�995 and �999. Although there is uncertainty about the actual size of the 
upward shift, it constitutes a change in Malawi’s growth pattern. Since it 
occurred during a period when the number of annual AIDS deaths rose 
from about 30 000 to 70 000 and there were about 90 000 new HIV 
infections per year, other factors than HIV/AIDS seem to have domi-
nated the course of TFP during the �990s. 

69	 The	formula	used	to	calculate	TFP	is	 0.35( /  ) /( / ) .TFP Y L K L= 	We	assume	a	Cobb-Douglas	production	function	with	

constant	returns	to	scale.	The	overall	pattern	of	TFP	is	not	sensitive	to	realistic	changes	of	the	technology	parameter,	

set	to	0.35.	For	instance,	changing	it	to	0.5	hardly	alters	TFP.	The	functional	form	and	parameter	values	do	not	seem	to	

matter	much	for	the	pattern	of	TFP	either.	Durevall	(�00�)	reports	TFP	up	to	the	year	�000	estimated	with	a	different	

approach,	Data	Envelope	Analysis.	Although	it	does	not	impose	any	functional	form	or	parameter	values,	the	result	is	

practically	the	same.
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Figure	6:	Total	Factor	Productivity	Growth	1960–2003	(1960=1)

Source: The authors’ own calculations. The formula used is TFP=(Y/L)/(K/L) 0.35. All variables 
were standardised to unity in 1960.

3.1.2	 What	Determines	the	Growth	of	Capital,	Labour,	and	Productivity
The next step is to look at potential determinants of capital accumula-
tion, labour supply, and TFP, and discuss the role of the AIDS epidemic. 
First, we evaluate different forces driving capital formation. Then we 
look at the development of the labour force and the demographic transi-
tion. Finally, human capital formation and other factors that influence 
TFP growth are discussed. 

3.1.2.1 Physical Capital Accumulation
There are several mechanisms whereby HIV/AIDS can affect capital 
accumulation, both through its effect on the saving rate and by directly 
reducing the investment rate. One effect comes from increased adult 
mortality, which reduces the probability of survival and the expected 
pay-off from saving and investment. Another one is the effect from 
families exposed to HIV/AIDS who have to run down their savings as 
income declines and expenditure increases. Then there is the private 
sector, where HIV/AIDS reduces investment by increasing the cost of 
production, which in turn decreases current and expected profits, and 
the public sector, where it adversely affects the resources available for 
public investment. Moreover, HIV/AIDS is likely to reduce foreign 
direct investments (McPherson, 2003).

Figure 7 depicts investment in per cent of GDP over the period for 
which consistent data are available, �975–2004. Since the government 
plays an important role in the Malawi economy, we distinguish between 
public and private sector investment. Public investment was clearly larger 
on average than private investment, and less volatile, at least over the 
period �980–2004. 

In Malawi, the availability of foreign aid, in particular disbursements 
of project aid, determines variations in public investment to a large 
extent (Mangani, 2004), while the private sector investment is more likely 
to respond to HIV/AIDS. As Figure 7 shows, private investments were 
low during most of the �980s but rose at the end of the decade. They 
dipped in �99�–93 and then peaked at about �2 per cent in �994. After 
�994 private sector investment started to decline. By 2004, it was only �.7 
per cent of GDP. 
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Figure	7:	Private	and	Public	Sector	Investments	1975–2004	(%	of	GDP)

Note: The calculations were based on gross domestic fixed investment. Source: World Bank 
Africa Database (2004) and Reserve Bank of Malawi (2005).

It is not straightforward to explain private sector investments with the 
spread of HIV/AIDS. The annual number of AIDS deaths is probably 
the variable available that would best capture the impact of the epidemic 
on investment. However, it grows rapidly from about �990 until 2003 (see 
Chapter �), while private investment first rises and then falls during this 
period. Nonetheless, there might be a non-linear relation between the 
two variables and/or other factors might play an important role. For 
example, expectations and increased profit opportunities related to the 
ending of apartheid in South Africa in �990, and the war in Mozam-
bique soon after, probably explain the rise in investments around �990. 
In addition, the first democratic election in �994 most likely explains the 
increase in �994. Nonetheless, the extremely low private sector invest-
ment rates observed during the last eight years are certainly consistent 
with widespread HIV/AIDS. 

In an economy that is open to trade and capital flows, domestic 
saving should not matter for investments since they can be financed from 
abroad. However, in practice, saving appears to be important for invest-
ment even in open economies, particularly in poor countries with a small 
financial sector. 

As reported in the previous chapter, HIV/AIDS is likely to influence 
the saving rate of households by altering the allocation between con-
sumption and saving. Various factors, such as increased expenditure on 
health and funerals, lower disposable income and reduced life expect-
ancy may all contribute to an erosion of savings. On the other hand, 
there are factors that may counteract this. Forward-looking individuals 
may actually increase their saving because of expected future expendi-
tures on HIV/AIDS. Moreover, changes in income distribution can 
raise the amount of saving if those well off have a higher saving-to-
income ratio. Currently, there are no studies on how HIV/AIDS affects 
total household saving in Malawi or elsewhere; in Malawi, there is no 
national data on the decomposition of private saving (Nattrass, 2002; 
Mangani 2004). In spite of this, it seems reasonable to assume the 
epidemic reduces household saving on an aggregate level in an economy 
such as Malawi, where HIV/AIDS is so widespread that almost every 
household is affected. 
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There is also reason to expect private companies to save less. When 
the epidemic results in lower profits, retained earnings are likely to 
decline, and thus saving. However, there are offsetting effects. Labour 
shortages and/or rising real wages may create a desire to raise capital-
labour ratios, a coping strategy on the part of the firms. This would 
raise investment and thus saving. According to Mangana (2004), 
dividends currently constitute about 60 per cent of net profits. Thus, 
there is scope to increase retained earnings and higher private invest-
ment in the future.70

Figure 8 depicts gross domestic saving as a share of GDP for the 
period �970 to 2003.7� Overall, the saving ratios are low. However, they 
seem to have evolved in accordance with investments: they were high in 
the �970s, declined in the �980s, and dropped significantly in the begin-
ning of the �990s. Hence, changes in domestic saving are likely to have 
contributed to the variations observed in capital formation. 

Figure	8:	Gross	Domestic	Savings	as	a	Share	of	GDP,	1970–2004	(%)

Source: World Development Indicators 2005 and Annual Economic Report (2005). 

What is most striking about Figure 8 is the sharp decline in �992 to close 
to zero per cent and the further decline to negative values in 2000. With 
data on household saving and disposable income, we would have been 
able to see if household savings as a share disposable income behaved in 
a similar way, which would be a likely consequence of HIV/AIDS. Since 
these are not available, we looked at household consumption as a share of 
GDP. There was a rise in the share of household consumption during the 
�990s, which indicates that the decline in domestic saving at least is 
consistent with the spread of the pandemic. 

Nevertheless, according to the World Bank (�997), large budget 
deficits explain the low rates of domestic saving in Malawi during the 
�980s and the �990s. The World Bank further claims that the decline in 
�992 was due to a shift towards increased domestic financing of the 
deficit that crowded out private sector saving. Malawi’s long history of 
government overspending is depicted by Figure 9, which shows fiscal 
deficits, with and without grants, between �980/8� and 2004/05. There 

�0	 Investment	is	mainly	financed	with	earnings	in	sub-Saharan	Africa	(Bigsten	et	al.	�999).	Hence,	one	explanation	for	the	

large	share	of	dividends	in	net	profits	is	probably	the	low	rate	of	investment.

��	 The	data	on	saving	varies	somewhat	depending	on	the	source.	Those	in	Figure	�	are	from	the	World	Bank	Development	

Indicators.	According	to	data	reported	in	Annual	Economic	Report	(�005),	domestic	saving	was	small	but	positive	

during	�000	and	�00�.
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was an increase in the deficit in �992, coinciding with the decline in 
domestic saving, and the deficits remained high during the rest of the 
decade. The spike in �994 is due to excessive spending by the govern-
ment in power before the first democratic elections. 

Figure	9:	Fiscal	Deficits	as	a	Share	of	GDP	1980–2004	(Per	cent)

Note: 1980 is for the fiscal year 1980/81, and so on. The data for 2004/05 is preliminary.

Source: World Bank Africa Database (2004) for 1988–2001 and IMF (2005) for 2002 – 2004. 

The negative saving rates during the period 2000–2004 can probably be 
explained by public sector borrowing, which increased rapidly during 
this period (see Whitworth, 2004). Public sector borrowing is mainly 
financed with government Treasury bills, which had an average yearly 
real return of 20 per cent during this period while bank deposits paid 
only nine per cent.72 Hence, Treasury bills were attractive for investors. 
As a result, private sector savings were channelled to the public sector, 
creating the negative domestic saving rates. In Chapter 4, we discuss the 
impact of HIV/AIDS on the public sector finances in some detail.

In an open economy, funds can be sourced in the international capital 
market, or there might be capital inflows or transfers from abroad. 
Hence, in a country like Malawi, foreign direct investment (FDI) and 
foreign aid can be expected to influence investment. In fact, one of the 
purposes of foreign aid is to reduce, or do away with, the so-called 
savings gap by providing finance for investment. 

Malawi receives small amounts of FDI. It received on average about one 
per cent of GDP per year between 2000 and 2003, but the amounts were 
even smaller in the �990s (0.5 per cent during the period �990–�999) (World 
Bank, 2005). Hence, there is no evidence that the epidemic has reduced FDI 
so far; it has always been low. In any case, since FDI has grown marginally 
in recent years, it does not explain the decline in investments. 

A more important inflow is foreign aid. Official development assist-
ance rose rapidly during the �980s, peaked at US$578 million in �992 
and has since hovered between US$400 million and US$500 million per 
year (World Bank Africa Database, 2004; IMF, 2005). Evidently, the 
period of large inflows, �992–2003, coincided with the period of low 
domestic saving. Hence, foreign aid does not seem to have been used to 
enhance productive capacity in the form of investments during the last 
�5 years. IMF (200�a) also draws this conclusion. 

��	 The	interest	rates	are	from	the	IFS	database	of	the	IMF.	Real	interest	rates	were	calculated	as	the	nominal	rate	minus	inflation.
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Net capital inflows are influenced by the size of the foreign debt, debt 
service, and by debt forgiveness such as the HIPC (Heavily Indebted 
Poor Countries) initiative. Table 6 reports indicators of the debt situation 
split up into different time periods. It shows the rapid and continuous 
growth of Malawi’s foreign debt during the period �970–2003; it was on 
average US$293 million �970–79 and reached US$3�29 million in mid-
2005 according to the most recent data (Reserve Bank of Malawi, 2005). 
It also shows that debt service in per cent of GNI and exports rose 
drastically during the �980s, averaging nine per cent of GNI and 35 per 
cent of exports. These ratios declined significantly during the �990s. 
During 200�–2003 they were two per cent of GNI and 7.3 per cent of 
exports, respectively. The explanation for this decline is mainly reduced 
debt service in per cent of total debt, reported in the bottom line; it was 
ten per cent during the �980s and �.2 per cent 200�–2003.

Table	6.	Foreign	Debt	and	Debt	Service

1970–

1979

1980–

1989

1990–

1994

1995–

2000

2001–

2003

Deb	in	current	million	US �93 �060 ��5� �449 ��60

Debt	service%	of	GNI �.� 9.0 6.0 4.� �.0

Debt	service	in%	of	exports �5.9* 35.� �4.� �5.9 �.3

Debt	service	in%	of	total	debt 5.4 �0.3 6.� 3.5 �.�

Source: World Bank Development Indicators 2005 and World Market Analysis

* 1977–1979

The reduction in debt service is due to debt cancellation, in particular 
the enhancement of the HIPC Initiative in 2000. The enhancement 
made Malawi eligible for debt relief. The HIPC Initiative reduces debt 
service by US$45 million per year from 200� and onwards. Despite this, 
external debt sustainability continues to be a serious concern (IMF and 
World Bank, 2000; IMF, 2005). However, if Malawi reaches the HIPC 
completion point as expected in 2006, and consequently becomes eligible 
for the debt relief under the recent G-8 initiative, debt sustainability will 
definitely be achieved. This is because the plan is to cancel �00 per cent 
of poor countries’ debt owed to the multilaterals, i.e. the World Bank, the 
IMF and the African Development Bank, and over 90 per cent of Mala-
wi’s debt is owed to the above mentioned institutions.

Economic growth is generally believed to be hampered by high debt 
service. Nonetheless, it is difficult to believe that external debt exercised 
a stronger negative effect on private investments after Malawi was 
granted debt relief under HIPC in 200� than in the �990s. Hence, there 
is no clear negative link between the evolution of the private sector 
investment rate and debt service during the last �5 years. However, the 
G-8 debt cancellation has the potential to lead to a significant increase 
public investment. 

3.1.2.2 Labour Supply and the Demographic Transition 
Since HIV/AIDS mainly affects the working-age population, it has a 
strong impact on the labour force. The direct effect is that the labour 
force gets smaller than what it would have been without the epidemic. 
According to ILO sources, about 850 000 members of the Malawi 
labour force had been lost in 2005. By 20�5, approximately two million 
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working-age people will have died of AIDS, according to the ILO. 
However, if Malawi’s target for the rollout of ARVs is achieved, these 
numbers may become much smaller.

In simple economic models, a decrease in population growth leads to 
a higher level of income per capita and higher wages because there is 
more capital per worker. However, the HIV/AIDS epidemic affects 
human capital, and if the supply of skilled workers is affected more than 
unskilled workers, average real wages might decline. We do not have 
data on real wages to show what is happening. However, the HIV 
Sentinel Surveillance 2003 shows a bias in prevalence among pregnant 
women towards those with higher education and those who are married 
with professionals (see Table �5 and �6 in NAC, 2003). It is also the case 
that HIV/AIDS is more common in urban than in rural areas, and the 
level of education is higher in urban areas. Moreover, since skilled 
workers in Malawi are much more likely to work full time than unskilled 
workers, the HIV prevalence among skilled workers does not have to be 
higher than for unskilled in the general population for there to be a 
negative effect on average labour productivity.

HIV/AIDS-related morbidity and death is also likely to decrease the 
efficiency of the labour force in other ways, and thereby exercise an effect 
on wages. For instance, as we discussed in Chapter 2, those who are not 
infected have to reallocate their time from productive activities to par-
ticipate in funerals, take care of sick people, etc. And beyond the measur-
able, the emotional state of workers is also affected by the number of 
deaths and sick people in their surroundings, which in turn could have 
an impact on the productivity and working morale.

The impact on real wages also depends on how demand for labour 
reacts to HIV/AIDS. Since there might be an overall decrease in con-
sumption in the economy, the demand for labour might decline. Dor-
ward and Mwale (2005) analyse the impact of HIV/AIDS on labour 
supply and demand in rural Malawi. They find that morbidity and 
mortality among skilled workers are likely to lead to a reduction in 
demand for both on-farm labour and for unskilled labour providing 
goods and services within the community. This reduction in the demand 
for unskilled labour is likely to exceed the reduction in supply, leading to 
a decline in unskilled wages in rural areas. 

The impact on real wages is important not only for the incomes of the 
survivors, but also for population dynamics. This is because it affects 
fertility, which in turn has a strong long-run impact on income levels. 
Malawi has had rapid population growth since its entrance into the 
second phase of the demographic transition,73 during which death rates 
declined and birth rates continued to be high. This caused a rapid 
increase in labour supply during the last 30 years; it expanded from two 
million in �965 to 5.3 million in 2004. Another consequence of the 
demographic transition is that the number of children is growing faster 
than the number of adults, reflected in an increasing dependency ratio 
(defined as the population aged 0–�4 and 65+ in relation to those aged 
�5–64). The dependency ratio in Malawi increased from 0.93 in �965 to 
�.00 in �985. It then started to decline and reached 0.9� in �995. How-
ever, due to AIDS it has now risen to �.0�, indicating that there is one 
dependent for every person at a working age (UN Population Division, 
2005). The dependency burden affects GDP in various ways. For in-

�3	 Most	textbooks	in	development	economics	describe	the	theory	of	demographic	transition	in	detail.	see	for	instance	

Todaro	(�000).
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stance, adults can do more market work when there are few children per 
adult. The change in the dependency ratio can thus to some extent 
explain the recent growth in TFP, though the timing is not entirely 
satisfactory.

The future evolution of the dependency ratio depends mainly on 
fertility. According to UN projections, which incorporate HIV/AIDS 
and ART, it will stay around �.00 until 20�5 if fertility remains constant 
and decline to about 0.9 if fertility declines from six to 4.8, which is the 
most optimistic scenario. This means that in Malawi high dependency 
ratios will most probably continue to affect per-capita income growth 
negatively. 

3.1.2.3 Human Capital
Human capital refers to the quality of workers. It is usually divided up 
into health, or physical working capacity, and education. HIV and 
AIDS influence both types of human capital. Although it is difficult to 
measure human capital, there are indicators that provide an idea of 
how they evolve over time. In this sub-section, we report on some of 
these indicators.

HIV/AIDS affects the health of workers directly. In 2003, about 60 
000 Malawian adults passed away due to AIDS and practically all had 
prolonged periods of illness before death (NAC, 2004). Moreover, there 
are about 800 000 HIV positive right now and a significant portion of 
them are in bad health. Furthermore, since HIV/AIDS weakens the 
immune system, many contract other diseases and these may spread 
among the general population. Deteriorating health reduces labour 
productivity, which shows up in slower TFP growth in our model. 
Although we do not have an overall measure of the decline in health, or 
how it has affected the stock of human capital, there is no doubt that the 
impact of the epidemic has been substantial. 

The most common approach to measuring human capital is to use 
data on schooling alone. This is because since health is hard to quantify. 
However, it is not sufficient to look at school enrolment, since it is the 
stock of knowledge that is of interest. Recently, an effort has been put 
into the construction of new data sets that show the level of education in 
the working-age population, and some of these data for Malawi are 
reported in Table 7 for the period �960–2000. The measures are for 
educational attainments. They show the average years of schooling, the 
percentage of the adults who have no formal education at all, and those 
that have attended primary, secondary or tertiary education. 

Since the �960s, the average years of schooling have increased from 
�.7 to 2.6 for those aged 25 and over, and from �.9 to 3.2 for those aged 
�5 and over. During the same period the percentage without schooling 
for the two groups declined from 67 to 54 per cent and 64 to 4� per cent, 
respectively. Moreover, the data for the highest level attained shows 
similar improvements. Thus, according to these data, there has been 
educational progress, though modest, which should be reflected in an 
increasing stock of human capital. 
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The interesting question is how HIV/AIDS has affected the level of 
educational attainment and its future course. One concern is that when 
calculating the measures of educational attainment, there is a need for 
information on age-specific death rates for different educational levels, 
but such data are not available. Consequently, only age-specific death 
rates were used. This probably created a bias for a country such as 
Malawi, since death rates among well-educated people in the overall 
population is likely to have increased more than among uneducated 
people because of the high HIV prevalence. Hence, Table 7 overesti-
mates the increase in educational attainment. 

Another concern is that all the gains since �995 were achieved by 
those aged �5 and over, not those aged 25 and over. In fact, the improve-
ment occurred during the period �995–2000, and was the result of 
introduction of free primary education in �994. A consequence of this is 
that much of the increase in educational attainment might be eroded by 
the current high death rates among relatively young people. Yet another 
issue is how HIV/AIDS affects the quality of education. This is discussed 
in section 4.4.3. 

The epidemic also influences human capital formation through the 
intergenerational transfer of human capital. In Malawi, where the 
majority of the labour force works in subsistence farming, the middle 
generation’s role in the knowledge transfer of farming practices is 
probably as important as formal education. Mtika (2003) explores how 
transfers of this sort of knowledge, which he calls “embodied capital”, 
are affected by HIV/AIDS in Malawi.74 He concludes that prime age 
adults are crucial for intergenerational (between parents and children) 
and generational (between siblings) resource transfers, and the magni-
tude of such transfers are in turn dependent on the health status of the 
individual. Hence, the long run impact on the productivity of human 
capital is likely to be much greater than it appears if one only considers 

�4	 Mtika	(�003)	describes	embodied	capital	investments	as:	“the	allocation	of	time	and	other	resources	(including	

monetary	transfers)	to	current	and	future	biological,	social	and	economic	reproduction,	for	the	purpose	of	ensuring	

dynastic	fitness	and	continuity”.

Table	7:		Trends	in	Educational	Attainment

1960 1965 1970 1975 1980 1985 1990 1995 2000

Average	Years	of	Schooling

Aged	�5	and	over �.�0	 �.66	 �.60	 �.��	 �.4�	 �.60	 �.58	 �.60	 �.58	

Aged	�5	and	over �.9�	 �.0�	 �.90	 �.54	 �.68	 �.84	 �.��	 �.�0	 3.�0	

No	Schooling	(in	percent)

Aged	�5	and	over	 6�.�	 6�.5	 68.0	 55.4	 56.9	 55.0	 54.6	 53.5	 53.6	

Aged	�5	and	over 63.6	 6�.�	 6�.5	 49.9	 5�.8	 49.5	 50.4	 50.�	 40.�	

Highest	Level	Attained,	Aged	�5	and	Over	(in	percent)

Primary	Total 3�.5	 3�.�	 3�.5	 4�.0	 40.4	 39.8	 40.5	 4�.8	 4�.9	

Secondary	Total 0.4	 0.4	 0.5	 �.5	 �.4	 4.8	 4.5	 4.�	 4.0	

Post-Secondary	

Total 0.0	 0.0	 0.0	 0.�	 0.3	 0.4	 0.4	 0.5	 0.6	

Notes: The source is the database compiled by Barro and Lee (2000). The Highest Level Attained shows some schooling at the indi-
cated level. The values for 2000 are projected. 
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educational attainment. Bell et al, (2004) make a similar argument in 
their study of South Africa.

To sum up, there is every reason to believe that the overall impact of 
HIV/AIDS on human capital formation is strongly negative, but it is 
difficult to determine how human capital has affected economic growth. 

3.1.2.4 Total Factor Productivity Growth and Market Deregulation 
The data we have reported on human capital, both in the form of health 
and education, indicate there was some improvement in educational 
attainment at the end of the �990s but hardly any improvement in 
health. There is thus no reason to believe that the rise in TFP in the mid 
�990s was due to an increase in human capital. 

The direct explanation for the increase in TFP is the decline in the 
capital-labour ratio, as shown by Figure 6. Hence, it could be that 
unproductive capital was scrapped, possibly due to an increase in compe-
tition as imports increased following the removal of trade barriers in the 
beginning of the �990s. Another potential explanation is the rapid 
progress in the liberalisation of international and domestic trade that 
took place during this period, where particularly the agricultural sector 
responded strongly. 

The process of trade liberalisation started in �988 when exchange 
controls were relaxed somewhat and the maximum import tariff was 
reduced from 70 percent to 45 percent. In �99�–�993, there was another 
round of liberalisation, with a reduction in the coverage of non-tariff 
import controls and streamlining of import taxes. During the period 
�994 to �999, the process went quicker and all import and export licens-
ing requirements were abolished except for certain goods related to 
health, security or environment. Also, the maximum tariff was reduced 
to 25 percent. 

There was also a rapid deregulation of the agricultural sector 
during the �990s. By �996 marketing liberalisation of smallholder 
crops and inputs was completed, and prices of all crops except maize 
were market determined (see Chirwa, �998). This implied that policies 
favouring the estates were terminated and smallholders moved quickly 
into cash crop production, in particular burley tobacco. As a result, 
there was a rapid expansion and diversification in smallholder produc-
tion (World Bank, �997). 

Trade liberalisation seems to have induced two large changes in Mala-
wi’s economic structure that are likely to have affected TFP during the 
�990s. Over the period �960–�992, industry’s share of GDP grew continu-
ously from well below ten per cent to 2� per cent. However, with the 
intensification of trade liberalisation, a decline started. By 2004, the share 
was �� per cent. At the same time, smallholder agriculture expanded, 
while large scale farming stagnated; the share of small scale agriculture 
rose from slightly over 20 per cent in the beginning of the �990 to about 30 
per cent in �999 (Annual Economic Report, various issues). It seems 
reasonable that these two structural changes determined the course of 
TFP during the �990s and they swamped the negative effects of HIV/
AIDS. A consequence of this is that the rapid increase in TFP was a one-
time change. Another is that the prospects for future growth are bleak. 
The slow TFP growth between �998 and 2003 supports this conclusion. 

3.2	 Scenarios	for	Per	Capita	GDP	in	2015	
In this section, we use the data reported above and projections on 
demographic variables to illustrate various paths that GDP per capita 
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might follow during the period 2005–20�5. Although these paths are 
scenarios, not predictions of the future, they provide some interesting 
information. For instance, economic growth during the next �0 years 
influences the amount of resources that are available for health care and 
the chances of meeting the Millennium Development Goals. Moreover, 
the simulations constitute benchmarks of future economic growth that 
can be used when discussing major structural and behavioural changes 
related to HIV/AIDS. 

In the analysis, future growth rates are determined by the past history 
of some variables and reasonable assumptions about the values of some 
parameters. However, it is important to note that the future impact of 
HIV/AIDS on income per capita is determined by factors such as peo-
ple’s coping mechanisms, the quality of institutions, and social capital, 
among other things. We assume these factors will remain more or less 
constant up to 20�5. Chapter 5 discusses scenarios for responses to HIV/
AIDS after 20�5 in detail. 

The diverging results in previous macroeconomic studies are mainly 
due to assumptions about relative strengths of different mechanisms (see 
Nattrass, 2002; Barnett and Whiteside, 2002). Since we have little 
knowledge about exactly how HIV/AIDS affects economic growth in 
Malawi, we make no attempt to model these. Instead, we assume that the 
epidemic has already led to significant changes in the Malawi economy. 
This means that we cannot look at scenarios with and without HIV/
AIDS but only the future growth rates under different more or less 
realistic assumptions. 

To antiretroviral therapy is incorporated (see UN Population Divi-
sion, 2005). calculate the scenarios, we used the same function as in the 
previous section (see Footnote 68). Data on population and labour force 
growth come from the UN Revision of World Population Prospects 
2004. In these projections, the impact of HIV/AIDS on mortality is 
modelled explicitly and treatment with

There are three parameters in the model that have a major impact on 
the outcomes: the investment ratio, total factor productivity growth, and 
fertility. We report results from simulations with combinations of these 
parameters, when they are as favourable as possible and the worst combi-
nation. For each case, we report the outcomes when there is no change in 
fertility and when it declines significantly. In the good-case scenario, gross 
capital formation is 25 per cent of GDP. This is very high, but it was 
achieved in the �970s and in �994. According to the World Bank Econom-
ic Growth Study (�997), this is the investment ratio required for achieving 
six per cent growth and a reduction in poverty. Total factor productivity 
growth is assumed to be six per cent. This is high by international stand-
ards and compared to Malawi’s past experience, but during the latter half 
of the �990s, TFP grew by roughly six per cent per year. 

In the bad-case scenario, we assume that the investment ratio is �0 
per cent, TFP-growth is zero, and that there is no decline in fertility. The 
values for the investment ratio and TFP-growth correspond roughly to 
those observed for the period 2000–20004. The assumption of ten per 
cent investment ratio is a bit pessimistic, since recent low levels of invest-
ment can be partly explained by high real interest rates. However, there 
might be a strong HIV/AIDS component that will keep investments low 
in the future (see McPherson, 2003, for a general discussion). The as-
sumption of zero TFP growth might, on the other hand, be too optimis-
tic. TFP captures various factors here such as human capital, which is 
being eroded by HIV/AIDS. Hence, there is a strong possibility of a 
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sharp decline in TFP, as implied by the discussion in Chapter 5. 
Total fertility is assumed to either follow the low variant in UN 

Population Prospects, which means that it will decline from 6.� in 2000 
to 4.8 during the period 20�0–20�5, or continue at the same level as in 
2000. In Young’s (2005) study on AIDS in South Africa, it is the decline 
in fertility, due to rising real wages, that generates his prediction of future 
high per-capita GDP growth. The economics behind the assumption of 
no decline in fertility is that the increase in adult mortality induces 
families to have more children and that real wages decrease. 

Table 8 reports the results in the form of indices for GDP per capita 
over the period 2000–20�5. The year 2000 is set to unity for ease of 
comparison. In the bad scenario with constant fertility, per capita GDP 
shrinks by �7 percent to 20�5. If we assume that there is a decline in 
fertility, the negative impact is reduced to minus �2 per cent. In the good 
case with low fertility, GDP per capita increases by ten per cent between 
2000 and 20�5. Although we call this the good case, a ten per cent 
increase is a modest improvement and far from sufficient to reduce 
poverty. In fact, poverty is likely to increase due to the unequal distribu-
tion of income.

The level of fertility mainly affects the evolution of income per 
capita through its impact on the dependency ratio. In the constant 
fertility case the dependency ratio remains at about �.00 during the 
whole period, while it declines from �.00 to 0.9 in the low fertility case. 
Since the growth-enhancing effect of HIV/AIDS in Young (2005) 
comes from the decrease in fertility, it is interesting to speculate what 
would happen if fertility drops sharply to, let us say, 3.5 children per 
woman. Although we have not made such calculations, a rough esti-
mate based on Table 8 is that we can add about five percentage points 
to the 20�5 values in each case. Hence, even in the case of a sharp drop 
in fertility, per capita income is unlikely to grow by more than �5 per 
cent over the next �0 years. 

Table	8:	Indices	for	GDP	Per	Capita	2000–2015	(2000=1)

Bad	Scenario Good	Scenario

Year

Constant	

Fertility Low	Fertility

Constant	

Fertility Low	Fertility

�000 �.00 �.00 �.00 �.00

�005 0.9� 0.9� �.00 �.00

�0�0 0.8� 0.89 �.03 �.05

�0�5 0.83 0.88 �.05 �.�0

Note: In the Good Scenario: gross fixed capital formation = 25 per cent of GDP; TFP growth = 
6 per cent; total fertility declines from 6.1 to 4.8. Bad Scenario: gross fixed capital formation 
= 10 per cent; TFP-growth = 0; fertility constant. The annual rate of depreciation of the capital 
stock is 4 per cent.

3.3	 Agriculture	and	Manufacturing
This section discusses how HIV/AIDS affects the agriculture and manu-
facturing sectors, which together make up the major part of the private 
sector in Malawi. The first sub-section deals with small-scale agriculture 
and commercial agriculture, including fisheries. The second sub-section 
focuses on the manufacturing sector. 
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3.3.1	 The	Agriculture	Sector	
Agriculture is the backbone of the Malawi economy and shapes the 
livelihoods of more than 80 per cent of the population (NSO, �998). In 
2004, agriculture contributed to close to 40 per cent of GDP and ac-
counted for 90 per cent of Malawi’s export earnings. Tobacco is by far 
the most important export commodity. Agriculture also supplies more 
than 65 per cent of the manufacturing sector’s raw material requirements 
(MoA, 2005). 

The agricultural sector is divided into two main sub-sectors, a large-
scale commercial agriculture sector, which includes fisheries and forestry, 
and a smallholder sector. In 2004, the share of commercial agriculture in 
GDP was close to nine per cent and the share of small-scale agriculture 
was about 30 per cent. The most important crops in large-scale farming 
are tobacco, tea, sugar, and coffee, while smallholders produce maize, 
cassava, sweet potatoes, groundnuts, and tobacco, among other crops.75 

The total area cultivated for the past five years has been on average 
about 2.7 million hectares (ha), of which one million ha is held in some 
30 000 estates with farm sizes ranging between �0 ha and 500 ha. 
Smallholders of average farm sizes of about � ha cultivate the remainder, 
�.7 million ha. However, inequalities with regards to landholding sizes 
are substantial, and about three per cent of all households (some 75 000) 
are landless. Furthermore, as many as 56 per cent of all smallholders 
have farm sizes of less than � ha, and up to 40 per cent cultivate less than 
0.5 ha (Bollinger et al., �999; Gladwin et al., 200�). 

Despite the size and importance of the agriculture sector, food insecu-
rity, famine and malnutrition have continued to be major concerns. This 
is because in Malawi, agriculture mostly depends on a single (unimodal) 
rainfall, which is characterised by marked year-to-year fluctuations in 
combination with recurrent drought. In addition, the total irrigated area 
is only about 28 000 ha, compared to a potential of up to 0.5 million ha 
(MoA, 2005).

3.3.2	 Impact	of	HIV/AIDS	on	the	Agriculture	Sector
It is widely accepted that the agriculture sector is greatly affect by HIV/
AIDS and that it will be so for many years to come. However, it still 
remains a challenge to understand the impact of the epidemic and its 
magnitude on production. In a recent report, the Government of Malawi 
recognizes the severity of HIV/AIDS, which is identified as one of four 
key development issues underlying the low productivity and profitability 
of Malawi’s agriculture (MoA, 2005).76 In response to this situation, the 
Government has formulated an HIV/AIDS policy and strategy for the 
agriculture sector for the period 2003–2008 (MoA, 2003). 

The dependence on the agriculture sector, which is highly labour-
intensive, makes Malawi very vulnerable to the impact of HIV/AIDS. 
According to Gillespie (�988), the sensitivity of agriculture due to AIDS-
related labour losses depends on: the seasonality of the demand for 
labour; the degree of specialisation by sex and age; the interdependence 
of labour inputs; economies of scale in labour; and the substitutability of 
labour-saving technologies. All of these aspects are relevant for the 
Malawian agriculture sector. 

�5	 The	repeal	of	the	Special	Crops	Act	in	�995	made	it	possible	for	smallholder	farmers	to	grow	high	value	cash	crops	

such	as	burley	tobacco.	This	increased	tobacco	production	among	smallholders	tremendously.	

�6	 The	remaining	three	issues	are:	(i)	low	irrigation	development	and	poor	water	management,	(ii)	weak	extension	services,	

and	(iii)	inadequate	markets	(MoA,	�005).
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Agricultural production is directly affected by the loss of labour, but 
the losses of knowledge and the weakened institutions due to HIV/AIDS 
also affect both smallholder and commercial agriculture (FAO, 2005; 
GoM, 2002). All this affects the level of production, relative costs of 
inputs, farming systems, and technological and institutional changes 
(IFPRI, 2002; Bota et al., 200�).

One example of how human capital loss is affecting agricultural 
production is the acute shortage of agricultural extension officers in the 
Ministry of Agriculture. Out of a total of 2500 agriculture extension 
sections, 48 per cent have no staff to provide services to farming commu-
nities or undertake agricultural data collection, some of the main respon-
sibilities of this professional group (MoA, 2003; Bryceson et al., 2004). 
Currently, there is a need for 3000 new employees to fill all the estab-
lished posts in the Ministry (Government of Malawi, 2005). This situa-
tion is caused both by high levels of attrition, which are mostly due to 
staff members’ deaths from AIDS, and slow recruitment of agricultural 
extension officers (see also Chapter 4). 

3.3.3	 Impact	of	HIV/AIDS	on	Smallholder	Agriculture
Subsistence agriculture is the main source of income for the rural poor, 
accounting for about 63 per cent of income (GoM, 2002).77 In the rural 
areas, more females (94%) are engaged in subsistence farming than men 
(76.8%) (NSO,�998). Smallholder agriculture is largely based on the 
production of maize. This is the dominant food staple crop, accounting for 
70 per cent of farmed land (National Economic Council, 200�).78 Other 
key crops grown by smallholders are cassava and sweet potatoes and cash 
crops such as tobacco and cotton. Value added in small-scale agriculture 
varies tremendously from year to year, and although there was a rapid 
expansion in the mid-�990s, its long-run growth has been disappointing. 
Value added only grew by 4.3 per cent �98�–�995, which was far below 
population growth in the rural areas. Its recent performance was even 
worse: value added increased by �.5 per cent between 2000 and 2004 and 
it is estimated to have decreased by 7.4 per cent in 2005.

Smallholder agriculture is characterized by low productivity and the 
intensive use of labour; many workers still use hand-held hoes as the 
main source of power. Major constraints in the development of small-
holder agriculture are limited access to productive assets, such as small 
landholding sizes, and not having enough income to buy proper inputs to 
production, which leads to low productivity and profitability (Ellis et al., 
2003; Bryceson and Fonseca, 2005). 

Moreover, there are large seasonal variations in demand, and many 
hands are needed in the production during planting and harvesting seasons. 
In such an environment, loss of labour from HIV/AIDS impacts directly on 
production, at least in the short to medium run. This implies that fields 
cannot be worked, goods cannot be transported to wider markets, and farm-
ers do not have enough food to feed their families, who become malnour-
ished (Pinder, 2004; Shah et al., 2002; Ngwira et al., 200�). 

According to previous research, a common method for coping with 
labour shortages due to AIDS is to switch from labour-intensive to less 
labour-intensive crops. This in turn brings about important changes in 
farming systems. Hence, labour-intensive cash crops such as tobacco, 

��	 The	major	source	of	cash	income	for	Malawian	households,	however,	was	wage	income,	which	contributed	about	�3.0	

per	cent	of	income	for	the	rural	poor	(GoM,	�00�).

�8	 Maize	is	also	the	dominant	diet,	accounting	for	roughly	65	per	cent	of	calorie	intake.
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Irish potatoes, groundnuts, and rice are abandoned in favour of pulses, 
cassava, and other tuber crops (Shah et al., 2002; Bota et al., 200�). In 
particular, a large number of studies have proposed that cash crops, as 
well as those crops requiring expensive inputs, may be dropped as a 
response to prime-age adult death. Cash crops such as coffee or Irish 
potatoes are generally labour intensive. Accordingly, they might be the 
first to be abandoned due to HIV/AIDS labour shortages within the 
household (Bollinger et al., �999; Shah et al., 2002). 

In a recent study, Mather et al. (2004) found that three-quarters of the 
investigated households changed their usual crop mix towards less 
labour-intensive crops (e.g., cassava) in response to labour shortages and 
a lack of resources to obtain agricultural inputs. Mather et al. (2004) also 
assessed whether affected households that face agricultural labour 
constraints have lower total cultivated land areas and cultivation rates 
(cultivated area as a proportion of total area) than non-affected house-
holds. Their findings show that the mean area cultivated after death was 
only slightly lower among households experiencing a prime-age adult 
death.79 Analysing per-capita area cultivated after a prime-age adult 
death, they also found that land/labour ratios of many affected house-
holds were similar to those of non-affected households. This was because 
many affected households (on average) had more prime-age adults and a 
larger household size before experiencing a prime-age adult death than 
non-affected households, or that they attracted new adults afterwards (see 
also Section 2.2.� in Chapter 2). However, over time, the largest differ-
ence between these two household types appeared to be that HIV/AIDS 
leads to impoverishment of affected households, which usually results in 
less available assets and less money to buy inputs such as fertilizers. 

Moreover, according to Bota et al. (200�) the decision to change 
agricultural practices to save labour also results in a decrease of both 
agricultural production and productivity. This finding is supported by 
Mather et al. (2004), who showed that affected households mean crop 
incomes after a prime-age adult death are lower than in non-affected 
households across four of their investigated countries (except for Zam-
bia).80 This difference was even more pronounced in a household experi-
encing a head of the household death. In the case of Malawi, those 
households earned MK �7 500 (US$�70) compared with MK 29 400 
(US$280) in a non-affected household. In sum, even if an AIDS-affected 
household that has lost a prime-age adult is able to cultivate an area of 
land approximately equal in size to one cultivated by a non-affected 
household, the disease is likely to have an adverse effect on the house-
hold’s production capacity. 

Table 9 below is based on a large amount of data from household 
surveys collected during emergency food security assessments in Malawi, 
Zambia, and Zimbabwe in August and December 2002 by the national 
Vulnerability Assessment Committees (SADC, 2003). It shows the 
percentage difference in crop production in the three countries accord-
ing to whether there was at least one ‘active adult’ in the household. In 
this data set, an active adult was a proxy variable for measuring the 
impact of HIV/AIDS related deaths on prime age adults, as it did not 
allow the analysis to include natural old age and child death. A house-

�9	 This	was	true	also	in	Mozambique,	Rwanda	and	Kenya.	The	only	exception	was	Zambia.	Results	from	impact	analysis	in	

Kenya	and	Mozambique	demonstrated	that	the	effects	of	prime-age	death	on	total	land	cultivated	were	sensitive	to	the	

gender	and	household	position	of	the	deceased	(Mather	et	al.,	�004).	

80	 The	countries	included	in	the	study	were	Kenya,	Malawi,	Mozambique,	Rwanda	and	Zambia.
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hold in Malawi without an active adult has 5� per cent lower cash crop 
income than a household that has at least one active adult. It is also 
evident from the results that the impact on cash-crop incomes is much 
larger than in the tuber production. This is probably due to the gender 
division of labour discussed earlier, since primarily men grow cash crops. 
Hence, if the man dies, the woman does not have the required knowl-
edge to take over or pass this knowledge on to her children and that 
production will be lost. For instance, there is some evidence that small-
holders stop cultivating tobacco when the man dies (Shah et al., 2002). 
Overall, negative effects on production and incomes are seen in all three 
countries that lacked an active adult (SADC, 2003).

Table	9:	Difference	in	Crop	Production	for	Households	with	no	Active	Adult	(Per	cent)

Cash	Crop	Income	

Tuber	production	

(kg)

Cereal	production	

(kg)

Malawi -5� -�6 -53

Zambia -85 -69 -5�

Zimbabwe -�� * -�4

Note: *No statistically valid case. Source: SADC, 2003.

Furthermore, the data from Zambia showed some interesting features 
when disaggregated by wealth group.8� In particular, chronic illness 
appears to make much less difference on the area planted amongst the 
well-off households compared to the poor households. That is, well-off 
households with a chronically ill head had three per cent less area 
cultivated, while this difference increased to 69 per cent less for house-
holds in the poor wealth group. The data from Zambia further showed 
that when the chronically ill adult was the head of the household, the 
cropping proportions are cash (5%), cereal (42%), and tuber crops (53%), 
compared with the general distribution of cropping pattern for the entire 
December data set as: cash (�4%), cereal (58%), and tubers (28%).82 These 
results indicate that greater stress on household resources leads to a 
remarkable drop in cereal crops while the proportion of tubers increases. 
This pattern was further expected to be affected by the fact that tuber 
production is generally less labour intensive, more labour flexible, and 
requires less capital input than cash and cereal crops. 

In sum, research on Malawi and other sub-Saharan countries shows 
that AIDS related mortality may lead to changes in the farming house-
holds’ crop mixes. In particular, households with a chronically ill house-
hold head generally rely less on cash crops, which may further reduce the 
available household income. However, this effect is hard to detect at an 
aggregate level in Malawi, possibly because there are many variables 
apart from HIV/AIDS affecting a farmers’ decision to grow one crop 
rather than another. 

3.3.4	 Impact	of	HIV/AIDS	on	Commercial	Agriculture	
HIV/AIDS has serious consequences for the commercial agricultural 
sector. It affects operations directly by reducing workers’ health, thus 
lowering labour productivity. This effect is likely to be strong in commer-

8�	 Wealth	groups	did	not	disaggregate	the	data	on	Malawi.	

8�	 One	commonly	grown	tuber	crop	is	cassava.
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cial agriculture since work is physically demanding. Moreover, HIV/
AIDS leads to increased days of absenteeism because of illness or attend-
ance at funerals (Parry, 2000). There exists anecdotal evidence that 
funerals lead to particularly large losses of workdays on commercial 
farms, since workers have close relations with many people living in the 
surrounding area. Indirect costs are also incurred in recruiting replace-
ments for deceased employees. 

There are reasons to believe that commercial farms suffer more than 
many other industries from HIV/AIDS, since prevalence tends to be 
high among farm workers (e.g., Nwanyanwu et al., �997). This is because 
the estates have high seasonal demands for labour, which makes workers 
travel considerable distances to find employment.83 Moreover, few estates 
provide married quarters. This leads to a concentration of single men 
separated from their families for long periods of time and with a proxim-
ity to temporary sexual partners in villages located close to the estates 
(Ngwira et al., 200�; Frankenberger et al., 2003). 

We have not found any study that addresses the consequences of 
HIV/AIDS on the commercial agriculture as a sector. However, Jones 
(�996) evaluated the costs associated with workers who were HIV posi-
tive and with those who died of AIDS on a tea estate in Malawi (see also 
Subsection 3.5.2 below). His results showed that the largest impact of 
HIV/AIDS on costs and profits was the loss of skilled workers. This 
finding highlights the key role skilled workers may have in labour-
intensive production processes. 

Fisheries is an important industry sub-sector within commercial 
agriculture; it employs over 50 000 fishermen and 300 000 people in fish 
processing and marketing. (MEPD, 2005). Many of those who work in 
fisheries have been found to be very susceptible to HIV/AIDS-infection. 
This stems from a range of factors: fishermen live away from their 
families for several months at a time; their occupation involves extensive 
mobility; their cash earnings can support a number of temporary sexual 
partners; and, finally, their partners as well as their wives may be en-
gaged in other sexual relationships (Simon-Meyer, 2002; Hemrich and 
Schneider, �997). 

Women in Law in Southern Africa (WLSA) carried out a study on the 
fisheries industry in Nkhota-kota along Lake Malawi from a woman’s 
perspective. The study found that ‘fish-for-sex’ transactions were common, 
especially during the low fishing season. In these transactions, women 
trade sex to be given the ‘favour’ to buy fish in fish markets. Since the use 
of condoms is rare in the transactional sex industry and since most fisher-
men have between six and eight ‘girlfriends’, the markets are key channels 
for HIV transmission. Their mere existence leaves a large number of 
women extremely vulnerable to HIV infection (White et al., 2004). 

Summing up, the impact of HIV/AIDS on the agricultural sector is 
repeatedly pointed out as a major detriment to production by depleting 
the sector of labour and human capital. Even though this is visible in 
villages and on farms, the effects of HIV/AIDS are hard to isolate from 
other factors at the aggregate level. One explanation could be that the 
number of adults per unit of land is increasing in spite of the epidemic, so 
in many cases it might be possible to replace lost workers. However, there 
is a paucity of good data, and so far most research has focussed on the 
impact HIV/AIDS in a small number of villages. 

83	 The	tea	industry,	the	largest	employer	in	the	private	sector,	hires	about	��0	000	workers	in	the	peak	season	in	Thyolo	

District	(Jones,	�996).	
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3.3.5	 Impact	of	HIV/AIDS	on	the	Manufacturing	Sector
The manufacturing sector is a source of employment for about two per 
cent of the economically active population (aged ten or older), but its 
contribution to GDP is as large as about ten per cent (NSO, 2005).84 
However, the sector’s share of the economy, as well as level of produc-
tion, has declined steadily since the early �990s, when it was about �7 
per cent of GDP. 

The manufacturing sector in Malawi faces a number of constraints, 
partly due to the fact that Malawi is a landlocked country. Some of the 
major ones include utility interruptions, high transportation costs, and 
high costs for imported inputs. In addition, it is highly dependent on 
agriculture as a source of raw materials and provider of foreign exchange 
for the importation of inputs and components (GoM, 2002). 

Table �0 illustrates the recent performance of the manufacturing 
sector. It reports the index of industrial production for the two major 
sub-sectors Food, Beverages and Tobacco and Clothing, Footwear and 
Textiles, as well as the index for all consumer goods for selected years 
between �992 and 2004. The downward spiral is clearly visible. The first 
and second columns show that production declined by about 50 over the 
twelve-year period in both sub-sectors. The third column shows that the 
index for all consumer goods went from �00 in �992 to 48 in 2004.

Table	10:	Indexes	of	Manufactured	Goods	(Selected	Years,	1992=100)

Year

Food,	Beverages	and	

Tobacco

Clothing,	Footwear	

and	Textiles

Total	Consumer	

Goods

�99� �00 �00 �00

�995 98 5� 88

�000 48 �8 63

�004 4� 5� 48

Source: NSO, Statistical Yearbook (various issues)

The impact of HIV/AIDS on manufacturing companies is determined by 
a number of factors and may vary considerably between companies. For 
instance, manufacturing firms are more or less labour-intensive or capital-
intensive, have varying sizes, and are accordingly more or less exposed to 
the impact of HIV/AIDS. Labour-intensive firms, on the one hand, are 
primarily faced with the problems of higher turnover in the labour force 
and increased medical and other labour benefit expenses. Capital-intensive 
companies, on the other hand, typically rely more on the experience and 
knowledge of a few key personnel (Isaksen et al., 2002). 

Similar to many other sectors, HIV/AIDS infection amongst the 
personnel in manufacturing firms may influence productivity and staff 
moral negatively. Low productivity will primarily be experienced in a 
situation where the infected employee is not on ARV therapy and during 
the last stages of the disease. Illness and death of colleagues, increased 
workloads, potential stigma, and discrimination may also undermine the 
morale and lead to a lowered productivity. 

Manufacturing firms that do not exploit natural resources and have a 
distant ownership are generally very mobile. This may lead manufactur-

84	 The	number	of	economically	active	people	(aged	ten	years	and	over)	in	manufacturing	is	��8	483.	The	majority	of	these	

people	can	be	found	in	the	rural	areas	(�3	��8	people,	and	45	�05	people	in	urban	areas)	(NSO,	�998).	
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ing companies to move away or refrain from placing their production in 
a country such as Malawi that has a high prevalence of HIV. No exam-
ple of this is found for Malawi, but there is a Taiwanese clothing manu-
facturer that planned to establish a factory with 5 000 workers in Swazi-
land (Isaksen et al., 2002). In the end, the company decided to set it up in 
Lesotho instead because of the high levels of HIV in Swaziland. A 
Ministry source claimed that the main reason for why the investment 
was not made in Swaziland was the company’s scepticism toward train-
ing workers that might fall ill within a few years.

Although HIV prevalence increased over a period when manufactur-
ing production decreased, there is no evidence of a causal effect. The 
decrease can partly be explained by the fact that several manufacturing 
companies have closed down. One example of a closed down company is 
the local engineering firm Brown and Clapperton Group, which em-
ployed about 500 people throughout the country.85 In fact, the sharp 
decline is probably due to a combination of factors, including trade 
liberalisation, increased competition of imported goods, and the con-
straints mentioned earlier (Madziakapura, 2003). Nevertheless, there is 
no doubt that the epidemic further adds to the negative development of 
the manufacturing sector by, for instance, increasing costs of production. 
However, there is no research that provides information about the size of 
the effects HIV/AIDS has on the manufacturing sector. 

3.3.6	 Impact	of	HIV/AIDS	on	Firms
One of the main channels through which HIV/AIDS affects the econo-
my is through its impact on firms. The most immediate impact is prob-
ably on the costs of production, but profits, investment, and employment 
are also affected.86 How large the impact of HIV/AIDS is on firms 
depends on the type of business, the skill level, and how easily the em-
ployees can be replaced (Whiteside and O’Grady, 2002). While firms in 
labour-intensive industries such as transportation firms and sugar estates 
are seriously affected by HIV/AIDS, firms that rely heavily on skilled 
workers who are hard to replace may be even more vulnerable. 

The size of the costs incurred due to HIV/AIDS varies greatly 
between different companies. These variations depend on the relative 
importance of direct (out of pocket) costs, which typically include pen-
sion, death and funeral benefits, medical costs, recruitment and training 
and indirect costs such as absenteeism, reduced performance and com-
passionate leave. All of these costs are significantly raised as the disease 
kills members of the workforce.87 

As pointed out in Chapter �, one of the differences between HIV/AIDS 
and most other infectious diseases is the long period between infection and 
the onset of symptoms. This is illustrated in Table �� below. A company is 
not likely to incur any major costs of HIV/AIDS until at least five years 
after an employee is infected.88 The overall impact of these costs is an 
increase in labour costs and a decline in labour productivity, making it 
more expensive for a company to produce a given quantity. 

85	 They	closed	their	operations	based	in	Blantyre	around	the	year	�999/�000.

86	 See	UN	(�004)	for	a	review	of	the	impact	of	HIV/AIDS	on	firms.	Here	we	focus	on	formal	sector	companies.	Chapter	�	

provides	some	information	about	the	informal	sector.

8�	 Most	direct	costs	can	be	measured	using	human	resources	and	financial	data	that	large	companies	routinely	collect.	

Relevant	data	on	indirect	costs	are	much	more	difficult	to	obtain	(Simon	et	al.,	�000).

88	 Symptoms	can	begin	at	any	time	after	infection.	However,	the	five-year	estimate	in	Table	��	seems	too	short	as	a	

reasonable	average	for	the	duration	of	the	latency	period	in	Africa.
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Table �� is based on the assumption that the company stays in busi-
ness and retains the employee in its workforce. This also implies that the 
company maintains a liability for these costs and from the moment of 
infection becomes responsible for a stream of future costs. This means 
that it is incident infections rather than prevalent ones that should be of 
primary concern to a company. Still, nearly all early work calculated the 
current costs of prevalent infections (Rosen et al., 2000).

Table	11:	Progression	of	HIV/AIDS	in	the	Workforce	and	Timing	of	HIV/AIDS-Related	Costs

Timeline Progression	of	HIV/AIDS	in	the	Workforce Economic	Impact	on	the	Company

Year	0 Employee	becomes	infected No	costs	at	this	stage

Year	�–5 Morbidity	begins Morbidity-related	costs	increases	(e.g.,	sick	leave,	lower	

productivity,	and	payouts	from	medical	aid	schemes)

Year	6–� Employee	leaves	workforce	(death	or	resignation) Payout	from	benefits	costs	are	incurred	(e.g.,	death	

and	pension	benefits,	funeral	expenses,	and	overtime	

wages	due	to	vacant	positions),	and	loss	of	staff	

morale	and	knowledge.

Year	�	or	8 Company	recruits	and	trains	a	replacement	employee Replacement	costs	are	incurred	(e.g.,	recruitment,	

training,	and	lower	productivity	of	new	employee)

Source: Based on Rosen et al. (2000) and Simon et al. (2000).

3.3.7	Responses	of	Employers	to	Costs	of	HIV/AIDS
When a company recognises the threat posed by HIV among employees, 
it can respond by three basic strategies for mitigating short- and long-
term financial consequences: (�) try to prevent new infections, (2) avoid or 
reduce the costs associated with existing and future infections, and (3) 
provide treatment and support for infected employees to extend their 
productive working lives and thereby delay the costs of infection, the so-
called incidence-based approach (Rosen et al., 2000). 

If the first strategy, HIV prevention, is used, the initial response of 
many companies is to implement a HIV prevention program, including 
AIDS education among employees and their families, the distribution of 
condoms and treatment of STIs, etc. A critical part of a successful HIV/
AIDS program is also the involvement of top leadership. However, there 
does not seem to be any reliable information on how successful these 
interventions are (Simon et al., 2000).

We do not know how common HIV prevention intervention is among 
Malawian companies. However, the Malawian Business Coalition 
against AIDS (MBCA) was started in 2003 with government support 
and had about 50 members by early 2005. The MBCA is an independ-
ent trust with the aim to mobilise and empower the business community 
to take effective action on HIV/AIDS in the workplace and outside by 
providing services to company members.89 

The second strategy, cost avoidance, is commonly referred to as the 
‘burden shift’ in the literature. This is because the companies limit their 
costs by shifting the burden of HIV-related costs over to governments, 
households and to some extent to other companies. Of all those affected 
by the epidemic, private companies are the ones most flexible in contain-
ing and avoiding these costs, which is a rational response by profit-

89	 MBCA,	for	instance,	offers	capacity	building	programmes	for	Chief	Executives	and	Human	Resources	Managers,	

workplace	policy	development	and	implementation,	workplace	training,	etc.	
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maximising businesses.90 Companies avoid costs by reducing benefits 
available to infected workers, outsourcing production activities with 
workers in high risk groups, shifting from labour-intensive to capital-
intensive production technologies or avoiding hiring new employees who 
are infected or are thought to belong to high-risk groups. This last 
strategy could even develop into compulsory HIV tests for new recruits. 
In Zimbabwe, for instance, there is anecdotal evidence of illegal pre-
employment testing (Collins, �997). Rosen and Simon (2002) argue that 
‘burden-shifting’ is becoming more common, and others have reached 
similar conclusions. Gillespie and Kadiyala (2005), for instance, state 
that private sector firms systematically avoid the economic burden of 
AIDS because they are able to do so.9� 

Finally, we consider one possible outcome when companies choose 
the third strategy, i.e. providing treatment for the employees. In a study 
by Rosen et al. (2000), the authors calculate the benefits to companies 
using the incidence-based approach. In this study, the hypothetic 
company changes the progression of the disease by extending the 
average time from HIV infection to death for employees with one, 
three, and five additional years, through treatment and care interven-
tions.92 Their results indicate that there are large costs to be saved by 
companies that invest in prolonging their employees’ lives. The present 
value of the future cost of a new HIV infection would fall by nine per 
cent if employees’ average life expectancy could be extended for one 
year, by 25 per cent for three-years, and by 38 per cent with five more 
years.93 However, since only direct costs are included in these calcula-
tions, not indirect costs, the gains to companies are likely to be even 
higher. Some of the costs that have been omitted from these calculations 
are, for instance, funeral leave and expenses that can be quite high, as 
described in Chapter 2. 

In most regions of the world, companies have been slow to identify 
the threat to profits posed by HIV/AIDS. Today, however, many nation-
al and multinational companies are trying to take action to reduce future 
costs. One example of this is the government-owned Electricity Supply 
Corporation of Malawi (ESCOM), which has been implementing an 
incidence-based corporate HIV/AIDS policy since 2002 (ESCOM, 
2002). ESCOM is currently distributing free ARVs to its employees and 
their closest dependants. 

Some governments also support preventive actions by private sector 
companies by giving tax breaks, and others are requiring that HIV 
prevention programmes be part of the offers for government business 
opportunities (Cockcroft, 2002). The government of Malawi does not 
give tax breaks to companies. However, it cooperates with the business 
sector through the MBCA.

90	 In	some	cases,	governments	are	accepting	the	burden	of	AIDS.	In	others,	the	government	itself	shifts	the	burden	onto	

households	or	back	onto	the	private	sector.	See	Rosen	and	Simon	(�00�)	for	examples.	

9�	 In	general,	the	structure	of	costs	is	the	same	for	the	private	and	the	public	sector,	although	benefits	related	to	illness	

and	death	vary	greatly	between	different	worker	categories.	Moreover,	as	stressed	by	Barnett	and	Whiteside	

(�00�:303),	the	public	sector	is	more	vulnerable	to	the	economic	impact	of	HIV/AIDS	than	the	private	sector,	primarily	

because	the	government	offers	generous	employment	benefits	by	national	standards	(see	also	Chapter	4).

9�	 These	calculations	are	based	on	the	three	costs	that	studies	in	five	countries	(including	Malawi)	have	found	to	be	among	

the	largest	HIV-related	costs	faced	by	companies:	benefit	claims,	absenteeism,	and	recruitment	and	training.

93	 Although	the	evidence	on	the	health	impacts	and	costs	of	health	interventions,	such	as	providing	combination	ARV	to	

employees,	is	unclear	and	at	times	contradictory,	it	is	obvious	that	some	steps	can	be	taken	to	extend	the	average	

number	of	productive	years	between	HIV	infection	and	death.	The	rationale	for	companies	to	make	such	investments	

and	interventions	is	that	it	pushes	the	costs	associated	with	HIV	further	into	the	future,	thus	causing	them	to	be	

discounted	more	heavily	(Rosen	et	al.,	�000).
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Governments around the world can and do constrain the actions of 
private companies through regulations. However, governments cannot 
demand too much of the private sector, since this might lead to undesir-
able outcome such as bankruptcies, relocations, cutbacks, or an increased 
transition to capital-intensive technologies that requires fewer unskilled 
employees. Because of this threat, businesses should not be expected to 
bear all the costs of HIV/AIDS among employees, especially since a 
successful private sector is crucial for economic growth. Hence, even 
though it is a shared responsibility to prevent new HIV infections and 
caring for those infected, the primary responsibility continues to fall on 
governments and households.

3.3.8	 Attempts	to	Quantify	the	Costs	of	HIV/AIDS	to	Companies
Despite the potentially devastating impact of HIV/AIDS on companies, 
there is little quantitative information available on the effects of the 
disease on companies’ productivity and profitability. Several companies 
have undertaken studies in Malawi and elsewhere, but the results are not 
made public (UN, 2004).94 However, a handful of quantitative assess-
ments have been published, including some studies from Malawi.95

In a study by Jones (�996) at the large Makandi Tea Estate in Malawi, 
a marked increase in worker mortality from �99� to �995 was found, 
which was largely attributable to AIDS. Still, the annual cost of HIV/
AIDS in the fiscal year �995/96 was only �.� per cent of total expenditure 
and 3.4 per cent of gross profit. The reason for this was that the company 
was able to limit costs in the short run by adjusting its employees’ contracts 
and benefits. The largest costs attributable to HIV were the costs for the 
provision of medical service to employees and their dependants (38%), 
followed by death in service benefits (32%). The author concludes that the 
extent to which Makandi will incur higher costs will depend on corporate 
policy with respect to employee welfare and in the long run the most 
significant effect of HIV/AIDS at this estate will be the extent to which the 
cumulative loss of senior staff reduces efficiency and productivity. The 
availability of unskilled workers did not seem to be a major problem.

In another study from Malawi, a formal cost-benefit analysis of the 
impact of HIV/AIDS was applied to the firm Brown and Clapperton 
Limited. The results also showed little effect on operating profit, but the 
future impact was projected to be significant given the large number of 
employees potentially infected with HIV. Recruitment and training costs 
were also expected to increase in the long term, when it becomes harder 
to recruit skilled people ( Jones, �996b). 

The studies from Malawi presented above have in common that the 
costs of HIV remained low, even though there was a marked increase in 
absenteeism and mortality. Similar conclusions have been found in 
studies from other countries. Two examples are a three-company study 
in Zambia by Smith and Whiteside (�995) and a five-company study in 
Botswana, which found that HIV costs were relatively low (with an 
average of 0.7 per cent of the total wage bill) (Greener, �997). 

In the case of Malawi, it is likely that costs have been kept down be-
cause of a low level of formal sector labour demand since the mid-�990s; 

94	 These	assessments	are	not	complicated,	but	they	do	require	a	large	amount	of	data,	which	can	only	be	obtained	from	

the	companies	themselves.	This	can	be	hard	(Simon	et	al.,	�000).

95	 Some	limitations	on	these	studies	are	the	inconsistent	methodologies	and	scarcity	of	hard	data,	which	make	their	

conclusions	difficult	to	interpret.	Moreover,	the	costs	of	absenteeism,	medical	care,	pensions,	training,	etc.,	and	the	

impact	on	companies’	profitability	vary	widely.
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for instance, manufacturing production was halved between �995 and 
2005. However, a recent survey of studies on sub-Saharan firms concluded 
that many firms face substantial cost increases due to HIV/AIDS and that 
their viability is threatened (UN, 2004). It also noted that the impact of 
HIV/AIDS varies a great deal across companies and that an important 
factor is if they provide health insurance, retirement scheme, and the like. 

3.4	 Natural	Resources	and	the	Environment
Malawi’s economy is highly dependent on its natural resources since 
agriculture, fishery and forestry constitute about 40 percent of GDP. This 
implies that the natural resources of the country are crucial for both 
employment and livelihood of the majority of Malawians.

Although research on the mechanism through which HIV/AIDS 
affects the environment is only in its infancy, the HIV/AIDS epidemic 
most likely undermines the sustainable use of natural resources (Ham-
marskjöld, 2003). The impact of the epidemic results from two main 
causes: the loss of human capacity for natural resource management and 
changes in the use of land and natural resources. 

One of the consequences of the HIV/AIDS epidemic is that farming 
households have less human and financial resources to work on the land. 
Since many people are trapped in a state of perpetual food insecurity 
and vulnerability, partly due to the effects of the epidemic, they are likely 
to maximise short-term gains and spend less time on soil conservation 
work, that is, work which has a long-term impact on sustainable agricul-
tural production. Loss of topsoil is the most serious environmental 
problem in Malawi, and it has been so for a long period of time. Even if 
the small amounts of data that exist on soil losses are scanty, there are 
indications of increasing soil erosion; many districts have a rate of soil 
loss well above the rate of soil formation (Ministry of Mines Natural 
Resources and Environment, 2002).

Evidence from Malawi shows that programmes such as land conser-
vation and soil management need close monitoring by extension workers 
for successful implementation (GoM/UNDP, 2002). This may especially 
be true in the advent of AIDS, when the death of prime age adults 
threatens the knowledge transfer of how to conserve the soil to the 
remaining family. Since attrition rates for extension workers and other 
staff in the Ministry of Agriculture have increased as a consequence of 
HIV/AIDS, the breakdown of support services is likely to further inhibit 
sustainable land use. 

One of the main causes of soil erosion is deforestation. According to 
the GoM (2005), the rapid exploitation of forests in the country implies 
that Malawi’s forestry resources are currently dwindling. This develop-
ment could possibly be attributed to the positive relationship between the 
dependency on forest resources and poverty that has been observed 
among low-income households in Malawi (Fisher et al., 2005). Barany et 
al. (2005) conducted a study on the interaction between HIV/AIDS, 
livelihoods, and forest resources.96 They found evidence that woodlands 
and forests act as a safety net for HIV/AIDS-affected households when 
they are food insecure. For instance, households that had experienced a 
primary age adult death were five times more likely to have an increased 
collection of firewood than unaffected households in the last five years. 
These findings indicate that the epidemic, through its adverse effect on 
poverty reduction, has the potential to increase deforestation in Malawi.

96	 The	data	were	collected	in	three	different	sites:	Chimaliro,	Ndaje	and	Nkula.	
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Barany et al., (2005) also report that, according to traditional healers, 
there has been an increase in the number of people collecting and selling 
medicinal plants over the last five years. Many plant species are already 
overexploited. If this tendency continues, it is likely that the epidemic in 
the long run will alter the flora of the country and reduce the access to 
traditional medicines. 

The loss of human resources also affects access to potable water 
supplies and safe sanitation facilities, which are basic requirements for 
reducing poverty (GoM, 2005). Maintenance and repair, and replace-
ment of pumps when they are worn out, have been major issues for water 
supply in Malawi (Durevall, 2002). In principle, the Ministry of Water 
Development (MoWD) owns the water pumps in the rural areas, and the 
ministry is responsible for taking care of them. However, according to 
senior officers at the MoWD, lack of human resource capacity, partly due 
to the implications of AIDS, is one big obstacle for service provision in 
the ministry (GoM/UNDP, 2002). For instance, high vacancy levels have 
resulted in the cancellation of training in order to transfer maintenance 
of water pumps to the rural villages. In the medium run, this may have 
implications for water access and households may have to accept an 
inferior water quality. This in turn could imply that people may reduce 
their working capacity and risk their health (Hammarskjöld, 2003).

The shock of HIV/AIDS on the household level not only impover-
ishes the household, but it also implies that households change their 
priorities and the long-run perspective becomes less important when 
adult mortality increases (see Lorentzen, et al., 2005). As a consequence, 
the epidemic constitutes a direct threat to a sustainable use of natural 
resources and, hence, impairs the prospects for both short and long-term 
economic growth. 

3.5	 Conclusion	and	Discussion
This chapter has examined how HIV/AIDS affects the real economy at 
the firm level, sector level, and the macro level. Data indicate that the 
spread of HIV/AIDS has coincided with low economic growth or stag-
nation. In spite of this, there is no easily detected relation between HIV/
AIDS and economic performance. Few studies, if any, attempt to quan-
tify the impact of the epidemic on the Malawi economy. However, there 
are several qualitative analyses that convincingly show the potential for 
devastating effects. Hence, there is a need for improved data collection 
and statistical analyses. In this chapter, we have only been able to point 
at the likely consequences of HIV/AIDS. 

Macroeconomic performance during recent years has been disap-
pointing, and GDP growth has barely kept up with population growth. 
This is due to slow productivity growth and very low private sector 
investment rates. Slow productivity growth is what can be expected in a 
country with high HIV prevalence, where workers are ill or absent from 
work and a lot of knowledge and cumulated work experience are lost. 
Moreover, low investment rates are also a logical consequence of HIV/
AIDS, as saving rates decline when family members fall ill and reduced 
life expectancy increases consumption at the expense of investment. 
However, there have been major changes in economic policy and exog-
enous shocks such as drought, and these have had an important impact 
on the economy as well. 

Unless major changes in behaviour occur, GDP per capita is unlikely 
to increase much over the next decade. Simple simulations show that 
even in the best of cases, that is, with six per cent productivity growth 



��

and a sharp increase in the investment ratio to 25 per cent of GDP, 
income per capita will only be ten per cent higher in 20�5 than today. 
The demographic structure explains a significant part of this outcome. If 
total fertility drops by more than the predicted decline, i.e., from 6.� to 
4.8 children per woman, GDP per capita increases more. Hence, the 
impact of HIV/AIDS on fertility is a key issue. Nevertheless, the pros-
pects for the next �5 years look bleak, even under very beneficial circum-
stances. Chapter 5 discusses scenarios under various assumptions of 
behavioural adjustment to HIV/AIDS. 

The sections on the development of the agriculture and manufactur-
ing sector clarify how the private sector is affected by the epidemic. 
Smallholder agriculture suffers both because it is labour intensive and 
because loss of income reduces purchases of seeds and fertilisers. 
Moreover, there appears to be a switch away from cash crops such as 
tobacco to less labour-intensive crops. There is, however, no data that 
substantiates this at the aggregate level. Commercial agriculture is also 
likely to suffer due to significantly increased costs since workers, both at 
estate farms and in the fishing industry, tend to be particularly at risk 
for HIV infection. 

The manufacturing sector in Malawi has contracted sharply during 
the last ten years. It is not easy to say how much of this development that 
is due to HIV/AIDS, trade liberalisation, an unstable macroeconomic 
environment, or the political and regional environment. However, 
production costs have certainly increased due to HIV/AIDS, and both 
domestic and foreign direct investments have most likely been affected. 

There are a limited number of studies on the impact of HIV/AIDS 
on individual private sector firms. Many firms seem to manage to shift 
the cost burden by adjusting employee contracts and benefits. However, 
some assume an increased responsibility for the health of their employ-
ees, pushed by the costs related to the HIV/AIDS epidemic. Although 
still not very common, there are companies in Malawi with a clearly 
formulated HIV/AIDS policy. ESCOM implemented their own HIV/
AIDS policy already in 2002, and is currently distributing free ARVs to 
its employees and their closest dependants (ESCOM, 2002). This is likely 
to be cost effective since the ARVs prolong the lives of the employees. 

The environment is also likely to suffer because of HIV/AIDS, and this 
may undermine the sustainable use of natural resources. The epidemic 
leads to the loss of human capacity for natural resource management and 
generates changes in the use of land and natural resources. One outcome is 
that HIV/AIDS reduces life expectancy, which is likely to induce short-
sighted behaviour. According Lorentzen et al., (2005) and others, this has 
consequences for investment in human and physical capital, which de-
clines, and for fertility, which may rise. However, it also constitutes a direct 
threat to the sustainable use of natural resources, and hence, for the 
prospects of both medium and long-term economic growth, since short-
sightedness makes people care less about the environment.
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This chapter explores how the public sector has been affected by HIV/
AIDS. The impact on this sector is crucial for public service delivery and, 
consequently, for the ability of the government to create enabling condi-
tions for economic growth and poverty alleviation. Sections 4.� and 4.2 
explore the impact of HIV/AIDS on human and financial resources in the 
public sector. Thereafter, we turn to the impact of two key sectors for 
human capital development: health and education in Sections 4.3 and 4.4. 
We also touch briefly upon the impact of the epidemic on social security 
and the safety, security and access to the justice sector in Sections 4.5 and 
4.6. The final section summarises the main findings of this chapter. 

4.1	 Impact	of	HIV/AIDS	on	Human	Resources
In general, research on the impact of HIV/AIDS on the public sector is 
sparse (Barnett & Whiteside, 2002:299). However, in 2002, the Govern-
ment of Malawi (GoM) and the United Nations Development Pro-
gramme (UNDP) published one of the most comprehensive reports to 
date on the impact of HIV/AIDS on human resources in the public 
sector (GoM/UNDP, 2002).97 Researchers analysed human resource 
data from �990 to 2000 in five public sector organisations in Malawi 
including: the Ministry of Health (MoH); the Ministry of Education and 
Human Resources (MoE); the Ministry of Agriculture, Irrigation and 
Food Security (MoAI); the Ministry of Water Development (MoWD), 
and the Malawi Police Service (MPS). Since these organisations together 
constitute 79 per cent of all the established posts in the public sector, the 
report gives a good picture of the general implications of HIV/AIDS for 
the public sector in Malawi. 

As the public sector mainly provides services, human resources are 
among the most important factors for effective public service delivery. In 
general, the HIV/AIDS epidemic erodes human capital by increasing both 
mortality and morbidity within an organisation. Mortality in turn increas-
es attrition levels98 and leads to high vacancy levels.99 At the same time as 
mortality rates increase, morbidity (of oneself or family members) causes an 

9�	 This	section	draws	upon	evidence	presented	in	this	study	if	not	otherwise	indicated.	

98	 Attrition	refers	to	the	organisational	loss	of	labour.	The	attrition	rate	is	defined	as	the	number	of	workers	who	left	the	

organisation	per	�	000	workers	employed	in	the	organisation.

99	 Vacancy	is	defined	as	the	number	of	personnel	missing	from	the	authorised	staff	positions	that	are	necessary	in	order	

to	achieve	the	organisational	objectives.

4.	Impact	of	HIV/AIDS		
on	the	Public	Sector
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increase in absenteeism. Both the increase in absenteeism and the increase 
in the number of vacant positions result in a greater workload for the 
employees who are left within the organisation. Ultimately, the epidemic 
has an adverse impact on productivity, financial resources, and service 
provision. In the following section, we will discuss each of the mechanisms 
through which HIV/AIDS erodes human capital in the public sector. 

4.1.1	 Attrition	
An important finding of the public-sector study is that there was an 
increasing trend in attrition in all of the researched organisations. Table 
�� shows that the level of attrition varied between the different minis-
tries. On average, it reached 2.3 per cent during the period �990–2000 
(i.e. for every � 000 public servants, 23 left the ministry every year). 
Approximately fifty per cent of all cases of attrition were caused by 
death, followed by resignation and retirement. 

The expected death rate for the population has been calculated to 
be approximately �� deaths per � 000 people aged between �5 and 49 
years (NSO, 2000). Hence, as indicated in Table ��, the average mor-
tality rate for all ministries (except for the MoE) is higher than for the 
average population. Out of the total number of deaths (8 �05), GoM/
UNDP (2002) estimates indicate that at least 799 are likely to be 
AIDS-related, and the highest percentage of AIDS-related deaths was 
seen in the MoWD, MoAI and MPS. However, these numbers are 
uncertain, and are likely to be far too low; NAC (2004) estimates that 
AIDS is currently responsible for three out of four deaths among adults 
aged �5–49.�00 

Table	11:	Summary	Statistics	of	Mortality	and	Attrition	Rates	by	Ministry,	for	the	

Period	1990–2000

Ministry

Total	number	

of	staff	in	

posts,	year	

2000

Average		

Attrition	Rate

Average		

mortality	rate

Percentage	

of	attrition	

caused	by	

death

MoWD 5�� �5% 5.9% 45%

MoAI �	��5 4.8% �.�% 5�%

MoH �5	6�� �.�%	(b) �.3% 58%

MPS 6	49� 6.�% �.8% 46%

MoE	(a) 6�	�34 �.6% 0.�% 45%

Total	 9�	�45 �.3%	(c) �.6%

Notes: (a) Based on data on qualified teachers and support staff only; (b) Based on data from 
1996–2000; (c) Excluding MoH 

Source: GoM/UNDP (2002)

4.1.2	 Mortality	Rates
When one breaks down mortality rates by sex and age, deaths are high 
among both men and women in the 25–45 age groups. In accordance 

�00	 Since	the	cause	of	death	was	not	reported,	the	authors	assumed	proxies	based	on	established	adult	mortality	trends	in	

order	to	determine	the	extent	of	HIV/AIDS-related	mortality.	Furthermore,	in	certain	instances	when	HIV/AIDS-related	

causes	and	symptoms	were	reported	as	the	death	cause	in	the	age	group	�5–40	years,	it	was	assumed	that	the	reason	

for	death	was	AIDS.



80

with national HIV prevalence data, female deaths peak earlier (in the 
20–29 age group) than male deaths, which suddenly rise in the age 
group 25–34. 

A consequence of the age distribution of death rates is that the pool of 
employees who are ready to take on senior positions is shrinking, which 
in turn implies that young staff with little experience gets promoted 
prematurely. In the long run, this will have serious implications for the 
future leadership and quality of management in the public sector. Fur-
thermore, the fact that women die earlier than men may reduce the 
likelihood of women being able to reach management positions; hence, 
the goals of gender equality may be undermined.

Standardised mortality ratios (SMRs) show the extent to which one 
group is affected by deaths compared to the average population, which 
has an average standard mortality rate of �00.�0� All ministries except for 
the MoE had higher SMRs than the average population, which possibly 
can be explained by the fact that many MoE employees work in rural 
areas where the HIV/AIDS prevalence rate is lower compared to urban 
areas. With a SMR of 980, non-professional workers of the MoWD had 
almost ten times higher mortality rates than the average population. 
Other occupations hit by death were Technical Officers (552) and Tech-
nical Assistants (3�9) in the MoWD. The high mortality rates for these 
professionals are probably related to the fact that they often work away 
from home, which increases their likelihood of engaging in high-risk 
sexual behaviour and, consequently, the risk of being infected by HIV. 
Extremely high SMRs were also found among professionals at the 
Department of Animal Health and Industry (457), at the MoAI, and 
among Clinical Officers (393) in the MoH. 

4.1.3	 Vacancy	Rates	and	Workload
The public sector operates under extremely high vacancy levels. This 
suggests that public servants cannot easily be replaced. This, in turn, 
makes the sector vulnerable to the impact of HIV/AIDS, because in-
creasing attrition is likely to cause service disruptions in the affected 
government units. The high number of vacant positions is due to various 
reasons. Examples include lack of government funds, an inflexible 
recruitment and promotion system, unavailability of skilled workers, 
market competition (from the private sector and from overseas), and high 
attrition (DHRMD/UNDP, 2003). 

Even if the high vacancy rates cannot be attributed to HIV/AIDS 
alone, death-related attrition due to AIDS has undoubtedly worsened an 
already strained situation. In the MoAI, for instance, a direct relationship 
between high standardised mortality ratios and vacancy levels was noticed. 

Vacancy rates give an indication of the areas in which there are 
shortages of critical skills and where there is an urgent need for human 
resources. An assessment of ten public organisations revealed that va-
cancy levels for the professional positions were higher than for support 
functions by 36 per cent and 30 per cent, respectively. This indicates that 
there is primarily a lack of highly educated public servants. Furthermore, 
a large proportion of vacancies were found among the operational and 
middle level cadres compared to management level. The latter is prima-
rily due to the incentive structure within the public sector; middle level 

�0�	 A	Standardised	Mortality	Ratio	(SMR)	is	defined	as	the	ratio	of	the	actual	number	of	deaths	in	a	population	to	the	number	

of	expected	deaths	if	the	population	had	the	same	death	rate	as	the	standard	population.	The	average	standard	

mortality	rate	is	�00.	A	figure	over	�00	is	worse	than	the	national	average,	and	a	figure	less	than	a	�00	is	better.	
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managers earn substantially less than managers. According to vacancy 
rates, the following areas were identified as in critical need of human 
resources: planning, monitoring and evaluation, policy analysis and 
coordination, specialized occupational fields in core services of the 
respective ministries, information technology or management informa-
tion systems, and HIV/AIDS coordination (DHRMD/UNDP 2003). 
Judging from this listing, vacancy rates are particularly high in positions 
that need to be filled with professionals.

4.1.4	 Absenteeism	and	Morbidity
Absenteeism and morbidity are in general not recorded within the public 
sector and records of the number of sick leaves are not available.�02 
However, data on time lost due to morbidity within the MPS has been 
collected by the Police Hospital. The data from MPS, reported in Figure 
�0, show an increasing trend of morbidity over time. This is in line with 
other reports from public officials throughout the public sector. Accord-
ing to the GoM/UNDP report, the sudden fall in �997 was attributed to 
a change in information management system rather than to a real drop. 
Given this explanation, the overall increasing trend (illustrated by the 
dotted line) is clear. The three major reasons for absenteeism were: 
personal illness, funeral attendance, and caring for sick people. This 
further illustrates that HIV/AIDS is a major determinant of absenteeism 
within the public sector. 

Figure	10:	Time	Lost	Due	to	Morbidity	in	Malawi	Police	Services,	1993–2000

Source: GoM/UNDP 2002.

4.1.5	 Impact	on	Service	Delivery
The high vacancy levels and the increasing trend in absenteeism leave 
the remaining workers with an ever-increasing workload. This has 
implications for working procedures as well as service delivery. Some of 
the strategies that have been developed in order to handle the situation 
are: reallocation of duties to remaining staff, employment of retired 
officers, higher dependency on expatriate staff and volunteers, and an 
increasing trend of contracting out activities to the private sector.�03 

�0�	 This	is	because	often	sick	leave	policy	is	not	implemented.	Public	servants	are	instead	paid	on	humanitarian	grounds	as	

long	as	they	are	in	a	post,	even	if	they	are	absent	due	to	illness.

�03	 In	the	MoAI,	it	was	reported	that	low-level	staff	needed	to	act	in	higher	positions	without	being	offered	training.	This,	in	

turn,	created	distrust	and	poor	teamwork,	as	well	as	ineffective	service	delivery,	within	the	organisation.	
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In the end, although staff is trying to deal with the situation, human 
capacity constraints affect both the quantity and quality of service 
delivery. Table �2 gives some examples of how the output of the MoAI 
and MoWD has been affected by the erosion of human capital.

Table	12:	Examples	of	Impact	on	Service	Delivery	of	the	MoAI	and	MoWD

MoAI MoWD

Examples	of	

impact	on		

service	delivery	

•	 Inadequate	technology	devel-

opment	and	dissemination	

•	 Insufficient	staff	to	cover	the	

farmers	

•	 Reduced	quality	of	service	

when	generalists	have	to	act	

like	specialists

•	 Poor	monitoring	and	supervision	

of	programme	implementation

•	 Poor	or	insufficient	collection	

of	agricultural	statistics

•	 Implementation	of	new	

projects	failed

•	 Unable	to	train	rural	communi-

ties	in	water	system	mainte-

nance

•	 Fail	to	collect	hydrological	

data	due	to	lack	of	transport,	

staff	and	funding

•	 Delay	in	programme	imple-

mentation

Source: GoM/UNDP 2002

If other factors are held constant, it is likely that the adverse impact on 
service delivery will increase more and more with every employee who 
dies. This is because it is easier to cover up for the initial lost co-workers, 
but when an increasing amount of experience and institutional memory is 
lost, the marginal costs of losing one more worker is substantially increased.

In sum, we see an increasing trend of attrition within all ministries, 
which to a great extent is caused by deaths as well as brain-drain of 
skilled workers, especially health workers. Since the pattern of deaths 
follows the national prevalence data, it can be expected that many deaths 
are AIDS-related. Although data is poor, there are signs of an increasing 
trend of HIV/AIDS-related absenteeism within the sector as a whole. 
Vacancy levels are generally high, and this is particularly true for techni-
cal/professional positions and on the operational and middle cadre level. 

4.2	Impact	of	HIV/AIDS	on	Financial	Resources

4.2.1	Implications	for	Government	Revenue
HIV/AIDS influences government revenue in at least three ways. Firstly, 
it affects the tax base negatively by reducing economic growth and that 
reduces tax revenue for a given tax rate. Secondly, it undermines revenue 
collection through its impact on the work effort and efficiency of public 
employees. And thirdly, it is likely to generate significant increases in 
foreign assistance. 

The epidemic has no doubt had a harmful effect on the tax base in 
Malawi, but it is not easily detected in the data on tax revenue. This is 
because there is not a strong link between tax revenue and GDP, the 
most straightforward measure of the tax base. In fact, in a recent study, 
Mangani (2004) fails to find any relation between the two variables for 
the period �970–2003. One explanation for this is according to the 
author that the measure of GDP is incorrect. However, it seems likely 
that changes in efforts to collect taxes and tax reforms also have played 
an important role. 
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Table �3 provides data on various sources of government revenue in 
per cent of GDP for selected years over the period �993/94 to 2004/05. 
Government revenue, i.e. tax and non-tax revenue, rose from about �7 
per cent in the �990s to 20 per cent in 2002/03 and to 25 per cent in 
2004/05. The main source for this increase was tax revenue, which 
went from about �4 per cent of GDP in the mid-�990s to over 20 per 
cent in 2004/05. This increase was driven by improved tax collections 
from individuals and on goods and services. However, all tax collections 
did not increase; tax income from companies declined from about three 
percent to two per cent, due to a reduction in the tax rate, low profits 
and the closures of several manufacturing firms. Tax collection on 
international trade also decreased, mainly as a result of reductions in 
import tariffs.

The main explanation for the increase in tax revenue is the establish-
ment of the Malawi Revenue Authority (MRA) in �998. The MRA is a 
government agency that was formed to improve the functions previously 
carried out by the Departments of Customs and Excise, and Income 
Tax. It operates on a commercial basis, and its employees work under 
much better conditions than those in the Malawi Civil Service (MCS). 

Table	13:	Government	Revenue	in	Per	Cent	of	GDP,	Selected	Years

1993/94 1996/97 1999/00 2002/03 2004/05*

Revenue	and	Grants ��.0 ��.9 �4.� ��.0 38.8

Revenue ��.6 �6.4 ��.� �0.� �4.8

Tax	revenue �4.6 �5.5 �5.6 ��.5 ��.8

Non-tax	revenue �.3 0.9 �.6 �.� 3.�

Income	and	Profits 5.5 6.9 �.� �.6 9.0

	Companies �.� 3.5 �.8 �.0 �.�

	Individuals �.8 �.� 3.4 4.4 5.6

Goods	and	Services 6.� 5.3 6.4 6.5 �.�

International	Trade	

Taxes

�.9 3.� �.4 �.8 �.3

Sources: IMF (2001), IMF (2005) and Economic Report (2005) 

* Preliminary, August 2005

It is worth noting that the MRA was formed in the midst of the pandem-
ic. Hence, it is an illustration of the fact that although the negative 
impact of HIV/AIDS on efficiency in the public sector is substantial, 
government institutions can become more efficient with adequate politi-
cal will and incentive structure. This shows that there might be so much 
scope for improving management and administrative capacity within the 
public sector that HIV/AIDS might not have a dominating impact on 
the supply of services. 

Table �3 also has information about foreign aid, since it reports 
government revenue and grants in relation to GDP. Since Malawi is an 
aid-dependent country, a large share of government revenue is grants; 
during the �990s, grants made up about 25 per cent of total government 
revenue. In the fiscal year 2004/05, the share reached 36 per cent. This 
shows that donors to a large extent determine the evolution of govern-
ment income. 
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Donors’ willingness to give foreign aid, put simply, depends on 
whether Malawi has a programme with the IMF, how much support is 
mobilised to fight HIV/AIDS, and if the developed countries will deliver 
upon their commitment of increasing foreign aid. One illustration of this 
is changes in Malawi’s recent relations with the IMF, which had a large 
impact on resource inflows. In 2000, the IMF approved a three-year 
Poverty Reduction and Growth Facility, but it was soon declared off 
track due to fiscal slippages. However, after elections in 2004, the new 
Government requested a Staff Monitored Programme (SMP), and in 
August 2005 a three-year Poverty Reduction and Growth Facility 
arrangement was put in place. As is evident from Table �3, net inflows of 
foreign aid increased significantly even during the period when the SMP 
was in place.

The recent increase in foreign aid is also due to the initiation of two 
new programmes to increase health expenditure: the health sector-wide 
approach, (Health SWap), a pooling of resources from various donors 
that will help to recruit and retain health workers and fund existing and 
new programmes, and the Malawi Global Fund, which supports the 
prevention and treatment of HIV/AIDS, malaria and tuberculosis. 
About US$200 million is committed through the Health SWap over the 
period 2005–20�0, and the Global Fund has approved funding of US$62 
million. This amounts to 3.6 per cent of GDP for the fiscal year 2005/06. 
In total, grants as a share of GDP are projected to increase from 6.7 per 
cent in 2002/03 to �4.0 per cent in 2004/05, �8.9 per cent in 2005/06, 
and �4.3 per cent in 2006/07, according to the IMF (2005). Hence, HIV/
AIDS in combination with prudent economic policies has the potential 
to generate large resource inflows on a continual basis for at least another 
five years.

According to IMF (2005), the efficiency of the MRA can still be 
enhanced. Thus, it is possible that the improved tax collection is main-
tained in the near future (for instance, the next five years), in spite of 
HIV/AIDS. However, it is not easy to predict the evolution of domestic 
government revenue over the next ten to �5 years. This will depend on 
economic growth and the stability of Malawi society in general. There, 
factors such as the political climate, public finance management, corrup-
tion, and availability of sufficiently well educated people are vital. 

4.2.2	 Implications	for	Government	Expenditure
There is little doubt that HIV/AIDS leads to increased public expendi-
tures. However, variations in actual public expenditures during the 
�990s and up to the fiscal year 2003/04 were mainly driven by a combi-
nation of the availability of budget support, external shocks, such as 
droughts, and, above all, inadequate public finance management (see 
World Bank, 2003). As a result, it is difficult to detect the impact of the 
epidemic on the level of public expenditures. 

It is easy to find evidence of the lack of control over expenditures, 
indicating that public expenditures probably have varied more because 
of governance-related administrative inefficiencies than because of HIV/
AIDS. For instance, there have been large differences between approved 
budgets and actual expenditures during almost all years since �980, and 
even revised budget ceilings have regularly been overrun (Durevall and 
Erlandsson, 2004). Furthermore, the performance seems even worse 
when votes or line items are compared; differences between budgeted 
expenditures and outcomes were often very large (IMF, 2004). The role 
of political will was amply demonstrated when control over expenditures 
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improved significantly directly after the change of government in 2004, 
and the outcome was in line with the original budget during the fiscal 
year 2004/05. 

On the other hand, a closer look at expenditures reveals many 
sources of increased costs due to HIV/AIDS. First, there are the costs of 
fighting HIV/AIDS within the public sector through workplace pro-
grams in ministries. Second, and more importantly, there are personnel 
costs because of absenteeism, sick leave, funeral attendance, costs of 
funerals, medical benefits, death gratuities, training costs for the re-
placement of diseased workers, and difficulties in controlling the 
number of ghost workers because of the high death rates (GoM/UNDP, 
2002; Haacker, 2004b). 

Data on expenditures for the development of sector workplace policy 
and programs for HIV/AIDS are available from Budget Documents. 
During the fiscal years 2003/04 and 2004/05, Other Recurrent Expen-
ditures (ORT) on HIV/AIDS intervention amounted to 0.3 and 0.4 per 
cent of total ORT. In the budget for 2005/06, they were increased to 0.9 
per cent. However, it is noteworthy that HIV/AIDS programmes do not 
seem to have been implemented in all government bodies yet: in 
2004/05, about ten per cent had no HIV/AIDS expenditures at all. 

There is also HIV/AIDS-related expenditure in the Development 
Budget, and in the 2005/06 Budget there is a vote for the Department of 
Nutrition, HIV and AIDS, which includes National AIDS Commission. 
Table �4 reports these expenditures as well as ORT on HIV/AIDS 
programmes. Total HIV/AIDS related expenditures make up about ten 
per cent of all expenditures. The bulk of these are financed by grants, 
while domestically financed expenditures only amount to a quarter of a 
percent of total expenditures.

Table	14:		Approved	Allocations	for	HIV	and	AIDS	(in	MKW).

Budget	Allocation	2004/05 Budget	Allocation	2005/06

Development	Part	�	(donor	projects) 5,496,800,000 5,�65,58�,000

Development	Part	�	(locally	financed) ��0,000,000 �30,000,000

Total	Development	HIV/AIDS	 5,��6,800,000 5,�95,58�,000

ORT	HIV/AIDS	 ��0,8�0,000 �55,886,000

Dept.	of	Nutrition,	HIV	and	AIDS	Recurrent	Budget - 33,303,000(a)

Total	HIV/AIDS	in%	of	Total	Expenditure ��.6 9.0

Locally	financed	HIV/AIDS	in%	of	Total	Expenditure 0.36 0.�4

Source: GoM (2005b) (a) Includes ORT programme for HIV/AIDS Services.

It is difficult to estimate the impact of HIV/AIDS on personnel costs in 
the public sector. However, they are bound to be large, and, as stressed 
by Barnett and Whiteside (2002:303), they are probably higher than in 
the private sector. This is because the government offers generous em-
ployment benefits by national standards and because of the employment 
practices of the public sector.�04 Moreover, the process of adjustment to 
the HIV/AIDS environment is likely to be much slower in the public 

�04	 Since	the	information	on	employment	benefits	varies	substantially	between	different	organisations	both	in	the	private	

and	public	sector,	a	systematic	comparison	between	the	two	sectors	was	beyond	the	scope	of	this	study.	
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sector, both for political reasons and because the impact of lower produc-
tivity is not so visible; it does not result in lower profits. 

An illustration of one of the challenges facing the public sector that 
cannot be mastered easily is the recruitment of new staff. In Malawi, the 
recruitment system is highly centralised around the Department of 
Human Resource Management and Development. This, as well as the 
fact that most government employees are permanent employees, which 
means that they cannot be replaced until they die or retire, causes delays 
in the recruitment procedures. One example is the recruitment of health 
workers, which has been highlighted in connection with the topping-up 
of wages in the health sector. Before the Ministry of Health formally can 
employ a person, three Government bodies, the Health Service Commis-
sion, Department of Human Resource Management and Development 
and Ministry of Finance, must give their approvals. This can take well 
over six months. Since the process is so long, it is common that new 
employees start working before the formal decision is taken and that they 
either are paid with ORT, since they are not on Government’s payroll, or 
work without pay. It is also likely that many health workers avoid the 
public sectors because of the recruitment procedures. In addition, the 
process of removing staff that have resigned or passed away from Gov-
ernment’s payroll can also take several months. With low rates of attri-
tion, these delays might not be very costly. However, HIV/AIDS has 
increased attrition tremendously, making the centralized recruitment 
system a weak spot that generates inefficiencies. In addition, it renders 
the determination of the number of employees in the MCS at any point 
in time very difficult. 

Since it is complicated to estimate the magnitude of the indirect 
costs of HIV/AIDS and beyond the scope of this study to attempt to 
do that, we summarize the results from the GoM/UNDP (2002) 
report. These are the best estimates available. The estimates are based 
on the assumption that approximately ten per cent of professional 
deaths are HIV/AIDS-related. As previously stressed, this assumption 
underestimates the true number of deaths due to AIDS significantly. 
Therefore, the costs presented in the following should be regarded as 
minimum values. The costs reported in Table �5 are in prices for the 
year 2000.

Table	15:	Estimated	Personnel	Costs	for	HIV/AIDS	in	the	Five	Public	Organisations	

(in	million)	1990–2000	(a)

Cost	items(b) Amount	in	MK

Funeral	costs 9.6–36.5

Death	benefits	to	remaining	family	members 36

Estimated	cost	for	funeral-related	absenteeism 4.4

Estimated	cost	for	morbidity-related	absenteeism(c) �.�

Total 5�.4–84

(a) Includes the five ministries surveyed, i.e. 79 per cent of the total public sector; 

(b) Training and recruitment costs and medical costs could not be estimated and are hence not 
included in the table

(c) Assuming AIDS-related death is preceded by 65 days of absenteeism and that HIV/AIDS-in-
fected people are likely to be absent 15 days per year due to illness
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As Table �5 indicates, the total cost for the five organisations amounted 
to between MK 57.4–84 million (US$�,220,898–US$�,786,680) during 
the ten-year period.�05 Extrapolation of this number to the whole public 
sector gives a total estimated cost of MK 73–�06 million (US$�,552,7�0–
US$2,254,620) or an annual expenditure of MK 6.6–9.6 million 
(US$�40,382–US$204,�92). However, it should be kept in mind that 
these estimates only take into account absenteeism due to the death and 
morbidity of civil servants. In reality, the time lost due to funeral attend-
ance and morbidity is substantially higher, since public servants also 
attend funerals of relatives and take care of sick family members who do 
not work in the public sector. In addition, the cost of loss of productivity 
at work due to grief, etc., is likely to be high. 

As seen, HIV/AIDS-related costs lay a substantial burden on public 
finances at ministry level. Although these costs are difficult to track in 
the budget, they need to be paid for. Hence, it is reasonable to suspect 
that operational budgets are gradually being diverted from public service 
delivery to cover the costs of HIV/AIDS. 

In sum, there is little evidence that HIV/AIDS will lead to a de-
crease in government revenue in the near future. This is primarily due 
to the increased efficiency of tax collection during the recent years. In 
addition, HIV/AIDS has the potential to generate large resource in-
flows from international donors. On the expenditure side, however, the 
HIV/AIDS epidemic has an adverse impact. We have primarily shown 
its impact at ministry level in terms of increased personnel costs. Since 
HIV/AIDS-related expenditure is normally not budgeted, the increase 
in personnel costs implies that scarce resources are diverted from service 
delivery. On the national level, it is difficult to trace the impact of HIV/
AIDS, since public expenditure has varied because of governance-
related administrative inefficiencies, rather than because of the impact 
of the epidemic. 

4.3	 Impact	of	HIV/AIDS	on	the	Health	Sector
In a country with high HIV/AIDS infection rates, such as Malawi, the 
health sector is strategically important, since it is the primary sector for 
monitoring the epidemic and treating HIV/AIDS-infected people. In 
this section, we will study the impact of HIV/AIDS on both the supply 
and demand sides of health care in Malawi. 

4.3.1	 Malawi’s	Health	Sector
The capacity of the health sector determines how well it is able to 
respond to the epidemic. To put the Malawi health sector into context, 
Table �6 gives a comparative overview of selected indicators in the 
health sector in some sub-Saharan countries, all heavily affected by 
HIV/AIDS.�06

�05	 The	following	conversions	into	USD	are	based	on	the	historical	exchange	rate	for	the	period	30	August	�00�	to	3�	

August	�000,	which	was	USD/MK	0.0����	(Source:	www.oanda.com,	�005–�0–��).

�06	 These	data	exclude	the	informal	health	sector	(traditional	healers	and	traditional	birth	attendants),	which	provides	care	

to	a	large	proportion	of	the	population	in	the	selected	countries.	In	Malawi,	for	instance,	the	majority	of	the	population	

uses	the	informal	sector	regularly,	or	only	(GoM	�003).
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Table	16:	Selected	Indicators	of	the	Quality	of	Health	Services	in	Countries	in	Sub-

Saharan	Africa	Heavily	Affected	by	HIV/AIDS

Countries

Adult	(15–49)	

HIV	preva-

lence	rate	(a)

Total	Health	

Expenditure	

as%	of	GDP

Total	Health	

Expenditure	

in	(US$)	

/capita(b)

Physicians/	

1	000	000	

population

Nurses/	

1	000	000	

population

Hospital	

beds/

1	000		

population

Years 2003 2002 2002 2004 2004 Various years

Botswana	 3�.3 6.0 ��� �8.8 �4�.� �.�	(c)

Lesotho	 �8.9 6.� �5 5.4 60.� …

Malawi 14.2 9.8 14 1.1 25.6 1.34

Mozambique	 ��.� 5.8 �� �.4 �0.5 0.9

Namibia	 ��.3 6.� 99 �9.5 �68 0.3

South	Africa	 ��.5 8.� �06 69.� 388.0 0.8(c)

Swaziland	 38.8 6 66 ��.6 3�0.3 0.�

Tanzania	 8.8 4.9 �3 �.3 36.6 0.9

Uganda	 4.� �.4 �8 4.� 5.4 0.9

Zambia	 �6.5 5.8 �0 6.9 ��3.� …

Zimbabwe	 �4.6 8.5 ��8 5.� 54.� 0.5

Notes: (a) Source: UNAIDS Estimates end 2003; (b) Average exchange rate (in US$); (c) Data from 
public hospitals only. Sources: WHO, 2005a; WHO, 2005b; Haacker, 2004a. 

Table �6 clearly shows the poor status of the Malawi health sector, in 
terms of both absolute health expenditure and human resources. What 
stands out is Malawi’s poor ranking with regards to human resources, 
with as few as �.� physicians per �00 000 people. Although this number 
is extremely low, the situation is not as bad as it seems: in addition to 
physicians there are close to 500 Clinical Officers, a kind of paramedic 
who takes on many responsibilities that traditionally belong to physi-
cians. MoH and CHAM employ them.�07

In addition to the poor quality of health services in Malawi, inequal-
ity of access is also an issue of concern. On average, there is one public 
health facility�08 per �7 000 inhabitants and coverage differs by geo-
graphical area, where access in rural areas is the poorest.�09

The public health care services included in the Essential Health Care 
Package are basically free of charge.��0 However, a recent study shows 
that households pay a large share of the health bill: household out-of-
pocket spending is 26% of total health sector expenditure or US$3.2 per 
capita (Martin-Staple, 2004). In addition, households with the capacity 
to pay are often free-riders on the backs of the poor households who end 
up paying (Conticini, 2004).

�0�	 The	main	formal	health	providers	in	Malawi	are:	The	Ministry	of	Health	and	Population	(MoH)	(60%)	and	the	NGO	

Christian	Hospital	Association	of	Malawi	(CHAM)	(�5%).	The	private	sector	is	still	relatively	small	(Kemp	et	al.	�003).

�08	 Including	MoH	and	CHAM	facilities.

�09	 Only	�6	per	cent	of	rural	households	(compared	to	about	50	per	cent	of	urban	households)	had	access	to	health	care,	

defined	as	living	within	30	minutes	to	nearest	health	facility	by	foot	(NSO,	�00�).

��0	 The	Essential	Health	Care	Package	addresses	the	major	causes	of	morbidity	and	mortality	of	the	general	population	

and	focuses	particularly	on	medical	conditions	and	service	gaps	that	disproportionately	affect	the	rural	poor	(GoM,	

�00�;	Kemp	et	al.	�003).
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Malawi has an extremely low ratio of skilled to unskilled staff, and 
the greatest challenge to the health sector is the acute lack of skilled 
personnel. The current situation has been described as critical by several 
sources (MoH, 2003; Makwiza et al., 2005). There are two main reasons 
for the low level of qualified staff: poor retention of existing staff and 
insufficient supply of trained workers (Martin-Staple, 2004). Migration of 
health workers both externally (overseas) and internally (to private and 
NGO-sector) has increased during recent years, and it is one of the 
reasons for the high attrition rates of skilled staff. Good data on emigra-
tion is lacking, but the average number of nurses and midwives seeking 
validation of certificate to work abroad between the years 2000 and 2003 
amounted to approximately ��0 people a year (approximately 80–85 per 
cent left for the United Kingdom) (MoH, 2003). However, the number of 
emigrating nurses is most likely higher, as there are nurses who leave 
without validation certificate. In addition to the loss of nurses due to 
emigration, many retire prematurely, move to the private sector, or 
switch careers (DFID-Malawi, 2005). In 2003, only 70 of approximately 
500 nurses who graduated from government-funded training entered the 
public health service (Martin-Staple, 2004). Nevertheless, Malawi has 
been fairly successful in keeping its doctors within the country, although 
they are in short supply (DFID-Malawi, 2005). With regards to the 
emigration of Clinical Officers, it is probably not as high as with nurses 
since the Clinical Officer training is not recognised internationally. 
Inadequate remuneration is the most important reason for health care 
workers to leave the public sector (Martin-Staple, 2004). 

Due to the high vacancy rates in the MoH, only ten per cent of 6�7 
health facilities satisfy the human resource requirements for delivering 
the Essential Health Care Package (Martin-Staple, 2004). In response to 
the human resource crisis in the health sector, the government of Malawi 
produced a report in April 2004 that identified priority areas for donor 
support. In reaction to this call, DFID, in collaboration with the MoH, 
developed an Emergency Human Resource Programme. The pro-
gramme focuses on: (i) improving incentives for the recruitment and 
retention of Malawian staff through salary increases for eleven selected 
professional and technical cadres; (ii) external stop-gap recruitment of 
physicians, and; (iii) a significant expansion of domestic training capac-
ity. Furthermore, this programme has been incorporated into the recent-
ly initiated Sector Wide Approach (SWAp) (DFID-Malawi, 2004). As 
part of the Human Resource Programme, a general increase in salaries 
of health care workers became effective in October 2004, and a 52 per 
cent top-up of technical staff’s salaries was implemented in the beginning 
of April 2005 (MEJN, 2005). Since these policies are still new, their 
effects on retention are not known at the time of writing.

4.3.2	 Implications	for	the	Demand	for	Health	Care
In an HIV/AIDS epidemic, people die and get hospitalised at an early 
age. In Malawi, this implies an increase in the aggregate demand for 
health care due to the overall deterioration of health in the population. 
In addition to this general increase, sero-positive patients require new 
treatment methods that have to be introduced in an already strained 
health sector.

Haacker (2004a) provides indicators of the size of the burden that the 
epidemic poses to the health care system in sub-Saharan Africa. Assum-
ing ARVs are not available for the general population, Table �7 shows 
that in the near future the share of deaths related to HIV/AIDS will 
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increase substantially in most countries. In Malawi, the ratio of AIDS-
related deaths to total deaths is expected to increase from 45 per cent in 
2004 to 58 per cent in 20�0. Hence, the demand for health care will 
increase considerably. It will be extremely difficult to cope with this in 
the context of a sector lacking skilled personnel.

The increased pressure on the health care system becomes evident 
when studying the share of medical wards occupied by HIV/AIDS 
patients. According to the National Health Account (200�), AIDS-
related illness accounted for over 70 per cent of all in-patient admis-
sions. In high prevalence areas and within certain age groups, the 
number is likely to be even higher. Among � 225 patients between the 
age 30 and 40 who were admitted to a hospital in Blantyre in �999–
2000, 80 per cent were HIV-positive. This group further constituted 9� 
per cent of the patients in the medical ward and 56 per cent of those in 
surgical wards (Lewis et al., 2003).

Table	17:	Selected	Indicators	of	the	Impact	of	HIV/AIDS	on	the	Health	Sector	in	Sub-

Saharan	Africa	(Per	cent	except	where	stated	otherwise)

Mortality,	All	ages	

2004

Mortality,	All	ages,	

Projected	2010(a)

%	of	Hospital	

Beds	Occu-

pied	by	HIV	

Patients	

Number	

of	AIDS	

patients/	

physician(c)

Total From AIDS Total From AIDS Various years(b) 

Botswana �.9 �.5 �.9 �.6 60–�0 �56.�

Lesotho* �.5 0.6 �.5 �.� 535.�

Malawi* 2.2 1 2.4 1.4 30–80 507.1(d)

Mozambique �.� 0.� �.� � 30

Namibia �.8 �.3 �.9 �.5 ��.�

South	Africa � �.3 �.3 �.6 �6–�0 38.�

Swaziland* � � 3.� �.4 �5�

Tanzania �.� 0.6 �.5 0.5 50–90 ��4.6

Uganda �.3 0.3 �.� 0.� 50

Zambia �.� � �.9 0.9 60–80 �39.�

Zimbabwe* �.� �.� 3.� �.� 50–80 ���

Notes: * Estimated mortality refers to 2002 rather than 2004, and projections are based on 
data available in 2002; (a) These projected mortality rates are based on the assumption that 
ARV is not available for the general population. However, it should be kept in mind that this is 
not an adequate assumption today since ARVs have become available for free in most of the 
countries included in the table; (b) Estimates obtained from various web sites and news agen-
cies; (c) Estimate by Haacker (2004a) based on the assumption that ten per cent of HIV-positive 
individuals seek the services of a trained physician (assuming that ARV would be available 
would greatly increase the figures in this column), (d) Clinical Officers are not included. Source: 
Haacker (2004a).

Furthermore the epidemic puts pressure on the infrastructure in health 
sector. Over a seven-day period in 2003, the average bed occupancy rate 
among hospitals in six districts was ��9 per cent. Lilongwe Central 
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Hospital had the highest rate, �62 per cent.��� Hence, patients are sharing 
beds or even sleeping on the floor. As a result, there is increased infection 
dissemination and a decreased quality of care (Makuti et al., 2004). 

As far as we know, there are no studies regarding the extent to which 
sero-positive patients have crowded out sero-negative patients in Malawi. 
However, in Kenya, one study revealed that admissions from sero-negative 
patients decreased by �8 per cent when the number of HIV-positive 
patients more than doubled. In addition, the overall mortality rate among 
patients increased. Hence, sero-negative patients were either crowded out 
or admitted at a later stage of infection (Floyd and Gilks, �996). 

Adding to these direct effects of HIV/AIDS, the increase in oppor-
tunistic diseases among sero-positive people increases the risk of infection 
with opportunistic diseases for sero-negative people. Hence, this implies 
a higher prevalence of opportunistic diseases among the whole popula-
tion. Despite Malawi having a very successful Tuberculosis (TB) pro-
gramme, TB case notifications have increased by a factor of 500 per cent 
between �985 and 200� (Conticini, 2004). In 2000, a nationwide survey 
concluded that HIV sero-prevalence in TB patients was 77 per cent 
(MoH, 2005). Thus, the HIV epidemic has fuelled a TB epidemic, which 
implies an increased demand for health care among the sero-negative 
population as well.

Both the direct and indirect effects of HIV/AIDS on the health sector 
imply a greater number of patients who require health care. Added to 
this, the health staff is dealing with more complicated conditions. For 
instance, evidence shows that HIV-positive medical patients in Blantyre 
stayed on average 0.5 days longer in admission than HIV-negative 
patients. Of those patients who were never discharged, HIV-positive 
people on average died two days later compared to HIV-negative pa-
tients (Lewis et al., 2003). The fact that HIV/AIDS patients on average 
stay longer implies that they are more costly. A study from a hospital in 
Zimbabwe showed that the cost per in-patient stay was twice as high for 
HIV/AIDS patients compared with other patients, mainly due to their 
longer stay in hospitals (Hansen et al., 2000). 

However, it is feasible that the scale up on ARV provision will reduce 
the increased burden of HIV/AIDS on the health sector in the short/
medium term. The number of patients seeking care for opportunistic 
infections is likely to decrease when sero-positive people become healthi-
er. In the long term, though, the provision of ARV means that more and 
more Malawians will become eligible and in need of health care as ARV 
is a life-time commitment. 

To what extent the number of patients will increase depends primarily 
on two variables, assuming that widespread viral resistance to ARVs is not 
generated: the mortality rate of ARV patients and the number of new cases 
of HIV infections. In order to determine the future burden of the ARV 
programme on the health sector, one can think of different scenarios. In 
the first scenario, the death rate of people on ARV continues to be low and 
the incidence of HIV infection will remain at its current level. This implies 
that there will be an explosion of ARV patients and, consequently, the 
burden on the health sector will increase every year. In the second scenar-
io, the mortality rate is still low but the number of new infections decreas-
es. In this case, the health sector will only temporarily be burdened by the 
ARV programme, which in time will be reduced in scale. Lastly, one can 

���	 This	survey	was	conducted	in	eight	MoH	and	CHAM	hospitals	located	in	six	different	districts:	Salima,	Machinga,	Nsanje,	

Mulanje,	Lilongwe	and	Rumphi.	
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think of a situation in which the death rate is low but the successful treat-
ment of infected people encourages high-risk behaviour. That behaviour 
will lead to an increase in infection rates. The outcome of such a scenario 
will be an ever-increasing number of ARV patients, which will consume a 
large share of the GDP (Over, 2004). 

In the case of Malawi, it is difficult to know which scenario is most 
probable. In order to expand treatment efforts, there are two issues that 
most likely will be in focus. The first one is human capacity. Today, every 
health centre commits one clinical officer, a nurse, and a clerk for ARV 
provision. However, the vacancy rates amongst nurses and clinical 
officers are very high, and evidence shows that already the lack of 
human resources capacity has created long waiting lists in high burden 
centres (Makwiza et al., 2005). The second outstanding issue is sustain-
able funding. Although the government of Malawi contributes indirectly 
to the scale-up of ARV by providing infrastructure and health personnel, 
the programme relies mainly on funding from the GFTAM. The current 
commitment of funding lasts until 2008 and, as pointed out by NAC, one 
of the key challenges for the country will be to secure longer-term finan-
cial commitments (NAC, 2005). 

4.3.3	 Implications	for	the	Supply	of	Health	Care
In Malawi, steadily increasing attrition rates among health workers have 
been observed over the last �5 years (GoM/UNDP, 2002, and Makuti et 
al., 2004). Figure �� shows the causes of attrition identified within the 
MoH during the years �990–2000.

Figure	11:	General	Attrition	by	Cause	and	Year	for	MoH

Source: GoM/UNDP (2002)

As indicated in Section 4.�.�, death is the main cause of attrition. It 
makes up 58 per cent of all cases. The number of deaths in the organisa-
tion increased particularly after �996. Apart from mortality, attrition 
was mainly due to retirement and resignation.��2 

As previously mentioned, GoM/UNDP (2000) estimates that only ten 
per cent of deaths are likely to be attributable to AIDS. However, data 
collected during the period �996–2002 shows that 80 per cent of the 
deaths among health workers were caused by HIV/AIDS-related condi-
tions (Makuti et al., 2004).

Most occupational categories among health workers have a higher 
mortality rate than the average population (GoM/UNDP, 2002). How-

���	 Resignation	increased	from	�996	when	the	health	service	was	liberalised	and	many	health	workers	moved	from	the	

public	to	the	NGO/private	sector	(GoM/UNDP,	�00�).
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ever, research is inconclusive regarding which occupational category that 
has been most affected by deaths. It seems as if different occupations 
have been hit at different points in time (Makuti et al., 2004).��3 

Health care workers report that they resigned due to: poor remunera-
tion (79 per cent), poor working conditions (�6 per cent), and poor future 
outlook (5 per cent) (Makuti et al. 2004). Although HIV/AIDS is not 
mentioned as a direct cause of resignation, it is likely that in many cases 
the disease is a contributing factor. For instance, 90 per cent of Ma-
lawian health workers perceive that they are exposed to a high or very 
high risk of HIV/AIDS infection (Makuti et al., 2004). One study of 
midwives in Malawi found that the epidemic was one of the factors 
which pushed midwives out of the public health sector as the exposure to 
AIDS was perceived as greater there than in the private health sector. 
This was because the public sector, in contrast to the private sector, did 
not provide employees with risk allowance, health insurance, or post 
exposure prophylaxis (Skov Ostergaard, 2003).

It is difficult to specify how many new recruits are needed in the 
future to replace the loss of personnel attributed to HIV/AIDS. Esti-
mates of the total projected loss of health personnel have taken into 
account attrition related to death, emigration, resignation and retire-
ment.��4 According to these calculations, the loss of health personnel 
amounts to 5 52� staff between the years 2003–20�3. Combined with 
additional staff requirements due to the increased demand, etc. the 
number of new recruits needed amounts to �4 923 staff. This in turn 
implies that the intake of medical school students needs to increase by 
�88 per cent during the ten-year period (Hornby and Ozcan, 2003).��5 
Several measures have been taken to increase the availability of health 
staff. For instance, the intake of trainee Medical Doctors, Clinical 
Officers and Medical Assistants to training schools has been tripled since 
200�. Nonetheless, that is far from sufficient (DFID-Malawi, 2005). 

4.3.4	 Impact	on	Service	Delivery
HIV/AIDS strains both human and financial resources in the health 
sector. This, in combination with the increasing number of patients, 
creates an increased workload for the remaining workers. Hence, as 
many as 90 per cent of health care workers said that their workload was 
increasing, primarily due to HIV/AIDS but also due to high vacancy 
rates among health staff (Makuti et al., 2004).

One of the reasons why the workload is increasing is due to an ob-
served increase in absenteeism during recent years. Although absentee-
ism is poorly recorded, health care workers report that it has increased 
because of HIV/AIDS. One study showed that on average, 25 per cent of 
health care workers had been absent for various durations during the 
seven-day period before the survey was conducted. Furthermore, female 
health care workers, nurses, and staff in the 25–39 year age bracket were 
particularly inclined to be absent (Makuti et al., 2004). Another study 

��3	 The	highest	death	rates	within	the	MoH	during	the	period	�99�	to	�000	were	found	among	Laboratory	Technicians,	

Clinical	Officers,	and	Environmental	Health	Workers.	However,	data	from	CHAM	and	MoH	facilities	from	�996	revealed	

that	the	highest	death	rates	were	among	clinicians	and	nurses.	This	shifted	in	�998	when	senior	administrators	were	

most	affected,	while	recent	data	from	�00�	revealed	that	the	highest	mortality	rate	was	among	patient	assistants	

(Makuti	et	al.,	�004).	

��4	 The	projections	are	based	on	the	following	assumptions	regarding	attrition;	Public	sector:	average	death	rate	per	year	

of	�.�5	per	cent,	loss	rate	through	resignation,	emigration	and	retirement	of	3.5	per	cent	for	higher	level	staff	and	�.5	

per	cent	for	lower	level	staff.	Private	sector:	Overall	attrition	rate	(for	all	causes)	�.5	per	cent.	

��5	 The	authors	did	these	calculations,	using	the	number	of	students	already	in	training	in	�003	as	the	base	year.	
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found that technicians at laboratory services only worked 44 per cent of 
the 42 hours they were expected to work per week (Mundy et al., 2003). 
This might indicate that the extent of absenteeism varies with occupa-
tional category and confirm that females carry a heavier care burden 
than men. 

The earlier discussion of HIV/AIDS-related reasons for absenteeism 
applies to the health sector as well. One of the main reasons for being 
absent (reported in 65 per cent of the cases) is the illness of oneself and of 
relatives (Makuti et al., 2004). However, there are other reported reasons 
for showing up late at work or for early departure. They include funeral 
attendance, time spent in banks, declining real incomes, and the poor 
conditions of employment (GoM/UNDP, 2002).

In response to the increased workload, coping mechanisms have been 
developed. The staff members who are not absent have to take on a 
heavier workload and work longer hours, part-time workers are brought 
in, and retired health personnel are reemployed. This is likely to have an 
adverse impact on the quality of health care.

Although the introduction of ARVs has been a success story, other 
reports show that the high workload may impede the introduction of new 
treatment methods related to HIV/AIDS. For instance, one study found 
that personnel who have been trained in VCT did not provide the 
service because of their excessive workload (Makuti et al., 2004). 

Since health care workers are not compensated for working overtime, 
the extra burden on them causes not only stress but also demoralization. 
According to one report, for example, this has resulted in cleaners and 
health surveillance assistants delivering health services (Conticini, 2004). 

To sum up this section, we have shown how the epidemic increases 
the burden on an already strained health sector, especially in terms of 
human capacity. A high proportion of all admissions are related to HIV/
AIDS, and these patients typically stay longer and are more costly than 
HIV-negative patients. In addition, the HIV epidemic has fuelled a 
brutal TB epidemic. 

At the same time, data revealed how HIV/AIDS-related mortality 
and absenteeism undermine the capacity to deliver health care. An 
enhanced response to the epidemic is particularly constrained by the lack 
of human capacity. For this reasons, the current initiatives including 
SWAp and the Emergency Human Resource Programme are very 
timely in order to keep up with the increasing demand for health care 
and the high attrition rates among health care workers. 

4.4	 Impact	of	HIV/AIDS	on	the	Education	Sector	
In general, the education sector constitutes the engine of economic and 
social development in the country. Furthermore, evidence from Malawi 
shows that a higher level of education is associated with a higher level of 
AIDS prevention knowledge and risk avoidance behaviour (NSO, 2000). 
Hence, the education system is not only one of the primary agents in 
creating sustainable economic development in the country, but also in 
combating the epidemic. In this section, we will summarise the impact of 
HIV/AIDS in the education sector.��6

��6	 Malawi’s	education	system	follows	an	8–4–4	structure:	8	years	of	primary	school,	4	years	of	secondary	school	and	4	

years	of	university.	Because	tertiary	education	is	extremely	small	in	Malawi	(only	��	500	students	are	enrolled)	and	

since	data	on	the	impact	of	HIV/AIDS	on	tertiary	education	in	Malawi	is,	as	far	as	we	know,	nonexistent,	the	following	

section	will	mainly	focus	on	primary	and	secondary	education.	For	information	on	the	impact	of	the	epidemic	on	tertiary	

education,	see	e.g.	Kelly	�00�.
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4.4.1	 Implications	for	the	Demand	for	Education
It is generally believed that HIV/AIDS causes an overall decrease in 
the demand for education. Three major mechanisms behind the reduc-
tion in demand are usually mentioned: the demographic effect, the 
decreasing rate of return for education effect, and the income effect 
(Kelly, 2000). 

The demographic impact of HIV/AIDS is expected to cause an 
overall reduction in the growth rate of the school age population. As 
we described in Chapter �, this is due to the epidemic increasing the 
number of deaths among adults of childbearing age. As a result, 
there is a slower increase in the demand for education than what 
would have been the case without AIDS. Kadzamira et al. (200�) 
predicted that the school age population, aged six-24 years, in Ma-
lawi will be ten per cent lower by 20�4 than in the no-AIDS scenar-
io. The impact on the primary school-age population (six-�3 years) 
would be slightly larger, �2 per cent lower, compared to the impact 
on the secondary school age population (�4–�7 years), which would 
be ten per cent lower.��7 

The decrease in the private return to education is due to the reduc-
tion in life expectancy caused by HIV/AIDS. Cross-country studies 
and data from Uganda, Zambia and Zimbabwe indicate a positive 
relationship between life expectancy and the demand for education 
(Hamoudi and Birdsall, 2004). Nonetheless, this mechanism does not 
seem to be important in Malawi since, as reported below, supply is the 
major constraint at the secondary and tertiary levels and enrolment is 
very high at the primary level. In 2004, �32 000 primary school pupils 
took the compulsory exam to qualify for secondary school, but only 
98 000 past the test. In the end, 45 000 were accepted (information 
provided by MoE). In addition, the pool of skilled labour in Malawi is 
extremely small so when skilled people die there might be an offsetting 
effect as real wages, and subsequently, the marginal rate of return to 
education rises, which in turn could lead to an increase in the demand 
for education. However, it is noteworthy that some scholars predict a 
decline in the marginal productivity of skilled workers. The idea is 
that the death of a skilled worker reduces the average level of produc-
tivity of all the others due to network effects (see Hamoudi and Bird-
sall, 2004).

The third mechanism is the epidemic’s adverse impact on household 
income, which results in a decline in the amount of money allocated to 
children’s schooling.��8 Moreover, as described in Chapter 2, the epidem-
ic implies that the demand for child labour increases. Hence, these 
factors are likely to decrease enrolment rates and school attendance and 
increase dropout rates.

Nonetheless, data do not reveal a decline in enrolment, as Figure �2 
shows. The rapid increase in the number of enrolled pupils in primary 
school is due to the introduction of Free Primary Education in �994. 
There was a steep drop in the number of enrolled children in secondary 
education in 2002 according to Figure �2, which is based on school 
census data. However, this is probably due to data problems; it is unlikely 

���	 Kadzamira	et	al.	(�00�)	used	data	from	the	�998	Census	in	the	Spectrum	model.

��8	 In	Malawi,	primary	education	is	free.	However,	as	many	as	83	per	cent	of	parents	of	children	in	public	primary	schools	

paid	for	school	supplies	during	the	year	�00�	(World	Bank,	�004).	Hence,	despite	free	primary	education,	children	are	

to	some	extent	dependent	on	their	caregivers	for	the	financing	of	education.



96

that more than half the pupils left school between 200� and 2002.��9 The 
2005 census is probably reliable, and it indicates that there were �80 000 
pupils in secondary school, about the same level as in �997.�20

Figure	12:	Number	of	Enrolled	Children	by	Educational	Level,	1992–2004

Source: Statistical Yearbook, NSO (2004) 

One of the fears expressed in the general literature is that orphans face 
higher schooling constraints than non-orphans, due to lack of financial 
means and/or foster parents who tend to give priority to their biological 
children when having to decide who they should enrol. Doctor (2004) 
used the Malawi Census data from �998 and found that even if orphans 
on average live in poorer households than non-orphans, it appears as if 
primary school level enrolment rates for these two groups of children are 
similar. More recent and smaller school surveys (e.g. Kadzamira et al., 
200�; Shah, 2003) have confirmed this result. They point to the critical 
role of extended families and communities when children experience the 
death of their parents. However, there are indications within the orphan 
group that double orphans have a lower probability of being enrolled in 
school compared to maternal and paternal orphans (Doctor, 2004). At 
secondary school level, school fees as well as the entering exams consti-
tute a major obstacle for orphans as well as other children (Kadzamira et 
al., 200�). 

The high overall enrolment rates in primary school in Malawi show 
that the education system reaches a substantial number of the poor. In 
this setting, the financial situation might be of less importance for enrol-
ment. This result is supported by cross-country studies which concluded 
that the greatest differences between orphan and non-orphan enrolments 
are generally found in countries with low overall enrolment rates (Ains-
worth and Filmer, 2002; Haacker, 2004a).

Although there might be changes in enrolment rates due to HIV/
AIDS, the impact will probably be stronger on dropout and repetition 
rates; enrolling is not very costly. This is because households living with 
AIDS often are financially constrained and need child labour to earn 
additional incomes and/or to take care of sick family members. 

There is some concern that HIV/AIDS related morbidity and mortal-
ity among school children might cause dropout, but it is probably a 

��9	 According	to	a	MoE	official,	there	are	great	concerns	regarding	the	data	on	enrolment	for	secondary	school	during	the	

period	�00�–03.

��0	 Unfortunately,	we	do	not	have	data	on	net	enrolment,	so	the	observed	changes	can	be	caused	by	pent-up	demand	

(World	Bank,	�004).
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minor problem (Kadzamira et al., 200�). This is because the epidemic 
does not have its primary effect on school-age children but rather on 
working age population and children under five. There is no data on 
mortality rates for those at primary school, i.e. six-�4 years, but mortality 
rates for the age group �5–�9 declined from 5.3 to 4.� between �992 and 
2000 according to Demographic and Health Survey 2000. However, 
there has been a large impact in mortality rates among those in tertiary 
education, from 3.6 to 8.6 for the 20–24 year age group, and this must 
have led to a number of dropouts. 

As regards dropout rates and repetition rates, the overall internal 
inefficiency in the education system in Malawi as well as the continuing 
effects of the introduction of FPE, make it difficult to disentangle the 
effect of the epidemic.�2� The general trend in the data is that primary 
completion rates have increased by approximately �5 per cent in the last 
decade. Still, 25 per cent of the pupils repeat each grade in primary 
school and after eight years at school about 60 per cent of the pupils have 
dropped out.�22 Repetition and dropout rates are lower in secondary 
school. Poor girls from rural areas represent the group most at risk of 
dropping out before achieving primary completion (World Bank, 2004). 
Another vulnerable group is orphans. A longitudinal study found that 
double orphans were nearly twice as likely to drop out of school (�7.� per 
cent dropout rate) during the following year, compared to children with 
one parent dead (9.� per cent) or both parents living (9.5 per cent) (Har-
ries and Schubert, 200�).

There is no data that directly link dropping-out to HIV/AIDS, but 30 
per cent of the primary school dropouts indicated that they left because 
of work. Other important reasons for dropping out of school are high 
monetary costs, health, and unwillingness to proceed on behalf of the 
child (NSO and ORC Macro, 2003). Hence, it is reasonable to suspect 
that HIV/AIDS indirectly increases dropout rates by impoverishing 
families, especially when one considers the link between HIV/AIDS and 
poverty (see Chapter 2). 

In addition to the effects on enrolment and dropout rates, HIV/AIDS 
is likely to cause a higher level of student absenteeism, which disrupts 
schoolwork. Absenteeism from primary school is in general very high in 
Malawi due to the high level of poverty.�23 However, teachers stress that 
the situation has been aggravated over the past five years because pupils 
lack support from home. Moreover, orphans, particularly, female pater-
nal orphans and female double orphans, are absent to a higher extent 
than non-orphans (Kadzamira et al., 200�). 

Both non-orphans and orphans report similar reasons for being 
absent from school. Common reasons for absenteeism are illness of 
oneself, funerals, dirty school clothes, hunger and unwillingness to attend 
school (World Bank, 2004). Finally, student absenteeism due to funerals 
and looking after sick family members could be directly related to HIV/
AIDS. According to Kadzamira et al. (200�), double orphans frequently 
mentioned these reasons. 

���	 With	the	current	level	of	repetition	rate	in	Malawi,	the	government	pays	the	equivalent	of	�0	school	years	to	get	one	

student	to	complete	his/her	eight	years	of	primary	education	(World	Bank,	�004).

���	 The	high	repetition	rates	imply	that	the	age	span	between	pupils	in	the	same	class	is	large.	This	in	turn	may	increase	the	

dissemination	of	the	epidemic	because	young	learners	feel	the	pressure	from	over-age	learners	to	become	involved	in	

sexual	relationships	at	a	premature	age.	

��3	 During	the	year	�00�,	9�	per	cent	of	primary	pupils	were	absent	one	or	more	days.	On	average,	absent	pupils	missed	a	

total	of	��	days	during	the	year	(NSO	and	ORC	Macro,	�003;	World	Bank,	�004).
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4.4.2	 Implications	for	the	Supply	of	Education
It is widely asserted that teachers are particularly vulnerable to HIV/
AIDS infection.�24 However, primary and secondary teachers in Malawi 
have lower standardised mortality rates than the average population 
(GoM/UNDP 2002).

As in the public sector in general, there has been a significant in-
crease in teacher mortality during recent years. Figure �3 shows that the 
number of deaths rose from only 47 in �990 to nearly 700 in 2000. 
There was a noticeable increase in the number of deaths after �996, 
which is likely to be due to the impact of AIDS. Retirements also 
increased during the period, although AIDS is not the primary explana-
tion for retirement since most of the employees who retired had reached 
the age of 55. Nonetheless, there are indications of premature retire-
ments among primary school teachers on medical grounds that partly 
reflect the second peak in retirement between �997 and 2000 (GoM/
UNDP, 2002).�25

Figure	13:		Attrition	by	Cause	and	Year	in	MoE	

Source: GoM/UNDP (2002)

Overall, death made up 45 per cent of the total attrition rate between the 
period �990 and 2000.�26 For temporary teachers, which comprise staff 
under the age of 50, death accounted for as much as 85–98 per cent of 
total attrition between �995 and 2000 (GoM/UNDP, 2002). 

According to the GoM/UNDP’s calculations at least ten per cent 
(22�) of the total number of deaths (2 985) were likely to be HIV/AIDS-
related. However, as previously mentioned, this number is likely to be an 
underestimate. 

More recent data from the period �999–2005 regarding the number 
of deceased workers and support staff shows that mortality continued to 
increase between 2000 and 2002. After that, it dropped remarkably, but 
still over 400 teachers died 2004 and 787 teachers suffered prolonged 
illness. In total, 2.2 percent of the total number of teachers were unable 
to teach due to HIV/AIDS in 2004 (MoE, 2005). 

��4	 The	rationale	for	this	argument	is	that	teachers	often	belong	to	the	age	group	hardest	hit	by	HIV/AIDS	and	that	they	are	

prone	to	engage	in	high-risk	sexual	behaviour	because	of	their	relatively	high	mobility,	status	and	wealth.

��5	 The	first	retirement	peak	in	�993	was	caused	by	the	enforcement	of	the	government’s	retirement	policy.	

��6	 This	number	is	based	on	records	of	qualified	teachers	and	support	staff	only.
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Figure	14:	Number	of	Deceased	Teachers	and	Support	Staff	by	Year

Source: Data supplied by MoE

Most impact studies on the educational sector focus on teachers and fail 
to recognise the potential impact of the disease on managers, inspectors, 
administrators, and planning officials (Badcock-Walters and Whiteside, 
2000). However, there is one study from Malawi (Chawani and Kad-
zamira, 2004) that focuses on the effect of the epidemic on the MoE’s 
headquarters, division offices, and district education offices. They find 
the same trend of increasing levels of attrition in these institutions as 
among teachers; death accounted for 40 per cent of attrition during 
�999–2004. Apart from death, retirements and resignation (to seek 
higher remuneration in the private sector) were the main reasons for 
attrition. Lower level managers and support staff were hardest hit by 
death and accounted for 94.4 per cent of premature deaths (under the 
age of 40). The negative impact of the HIV/AIDS epidemic on educa-
tional governance in Malawi is equally severe as the loss of teachers, 
since this endangers the structures and system in which education is 
provided.

HIV/AIDS-related morbidity and absenteeism among teachers has 
been put forward as one of the major burdens on the educational systems 
in highly infected countries.�27 In general, public sector data on absentee-
ism is non-existent. Nonetheless, the view within the MoE is that absen-
teeism caused by HIV/AIDS-related morbidity has increased in the 
organisation (Chawani and Kadzamira, 2004, GoM/UNDP, 2002). 

In the international literature, various estimates of the amount of time 
likely to be lost due to the morbidity of infected teachers have been put 
forward. These estimates vary substantially and can, therefore, not be 
seen as more than informed guesses. However, it is worth mentioning 
that they are in most cases substantially higher than what has been 
revealed by school surveys in Malawi. Kadzamira et al. (200�), for 
instance, concluded that teachers on average were absent no more than 
three days per term. Female teachers were more absent than male 
teachers, due to the heavier burden of care that lies on women. Further-
more, they found that the vast majority of both students and teachers 
disagreed with the statement ‘our teachers are often absent from school’. 

There are recent data from Zambia that seem more reliable. Head-
teachers reported that absenteeism is indeed a serious problem. A study 

���	 In	the	Zambian	context,	it	has	been	estimated	that	�0	per	cent	of	the	total	cost	of	HIV/AIDS	on	the	education	sector	

could	be	attributed	to	teacher	absenteeism	(Grassly	et	al.	�003).
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showed that 42 per cent of 725 teachers had been absent during the 
past month. Absenteeism was in 47 per cent of the cases due to illness 
of oneself or of family members. The median length of absence for 
illness was two days and the equivalent for funerals was three days (Das 
et al., 2005).

In Malawi, absenteeism is also primarily caused by illness of oneself 
or funeral attendance, and there are indications that particularly the 
increasing number of funerals has decreased the contact hours between 
teachers and pupils in recent years (Kadzamira et al, 200�). Given the 
commonly reported reasons for being absent, one may suspect that 
absenteeism is in many cases HIV/AIDS-related. 

4.4.3	 Impact	on	Service	Delivery	in	the	Education	Sector
The increasing attrition rate, absenteeism, and morbidity observed in the 
MoE causes both disruption and deterioration of service delivery. Teach-
ers try to make up for time absent by providing supplementary classes in 
the evening and/or by putting two classes together into one class, etc 
(Kadzamira et al., 200�). It is also common that teachers teach subjects 
in which they do not have formal qualification or that primary school 
teachers replace secondary school teachers (GoM/UNDP, 2002).

Although these coping mechanisms are in place, absenteeism inevita-
bly leads to disruption in the education, which is likely to affect students’ 
performance. Evidence from Zambia revealed that an increase in teacher 
absence by five per cent resulted in a loss of learning achievements by 
four to eight per cent of average gains during the academic year (Das et 
al, 2005). 

A similar reduction in production due to absenteeism has been 
observed at the MoE governance level. This has resulted in delays of 
some important tasks such as the production of the monthly payroll, vari-
ous educational statistics, etc. In addition, there are indications of in-
creased workload for the remaining employees (Chawani and Kadzami-
ra 2004).

To sum up the impact of HIV/AIDS on the education sector, we have 
seen that according to the demographic impact of the disease, the 
growth rate of the school age population is expected to decrease. How-
ever, the Free Primary Education reform and lack of adequate data on 
net enrolment make it difficult to identify the impact of HIV/AIDS on 
enrolment. An anticipated decrease in the enrolment of orphans could 
not be traced in Malawi, which highlights the critical role of extended 
family and the fact that the school system reaches even the poorest 
households. This finding further indicates that other children might be 
equally vulnerable as orphans. Nonetheless, HIV/AIDS probably has its 
strongest impact on dropout rates and absence from school. It is difficult 
to disentangle the effect of HIV/AIDS on dropout rates, which are very 
high in Malawi, and little is known about absence. However, it seems as 
if double orphans have a higher risk than non-orphans of dropping out of 
school and that absenteeism is particularly high among female orphans. 

As regards the supply side, we have shown that death-related attrition 
is very high and has increased substantially. However, we found no 
support for the general belief that teachers would be more vulnerable to 
HIV-infection than the average population. 

To give an idea of what these findings imply in quantitative terms, 
Table �8 presents projections of the impact of HIV/AIDS on the future 
demand and supply of education in Malawi. By 20�4, fewer teachers will 
be required in the AIDS scenario because of the disease’s adverse impact 
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on the demand for education. However, because of mortality rates 
among teachers, the number of teachers who need to be trained will be 
twice as high (6 500) than under normal conditions (3 000). More recent 
data based on the estimated need for teachers show that there was a 
shortfall of 8 828 teachers in 2004 (MoE, 2005).

Table	18	Changes	in	Demand	and	Supply	of	Education	for	Two	Different	Scenarios	

from	2000	to	2014	Assuming	no	Change	in	Pupil	Teacher	Ratio

Without	AIDS With	AIDS

School	population �	500	000 �	400	000

Total	Teachers	�000 50	000 50	000

Total	Teachers	�0�4 �5	600 �3	600

Total	increase	in	teachers �5	600 �3	600

Teachers	required	per	year 3	000 6	500

Source: World Bank (2004) based on Kadzamira et al. 2001

4.5	 Impact	of	HIV/AIDS	on	Social	Security
There is a two-way link between economic growth and a country’s 
ability to manage social and economic uncertainty. By giving chronically 
poor and marginalised individuals basic protection in the advent of a 
shock, such as HIV/AIDS, they can better manage risk, have a quicker 
return to productive activity, and avoid further impoverishment once the 
crisis is over. 

4.5.1	 Social	Security	in	Malawi	
The few formal social security programmes that exist in Malawi, such as 
pension schemes, cover exclusively employees in the formal sector. As the 
greater part of the Malawian population (about 90 per cent) works in the 
informal sector (including smallholder farming), very few people are 
protected by social security. In the absence of public safety nets, most 
people draw on their extended family as a mean of protection. 

The current pension scheme in the public sector (which is likely to be 
reformed in 2005–06) is non-contributory, i.e. civil servants do not 
contribute to its cost (Martin-Staple, 2004). The pension costs are instead 
paid from recurrent expenditure by government revenue. Expenditure 
on pensions and gratuities amounted to MK 2.� billion during the fiscal 
year 2004/05, i.e. 2.3 per cent of total government expenditure. A civil 
servant in Malawi qualifies for retirement under the following conditions: 
ten years in service and 55 years of age; ten years in service and 45 years 
of age with Minister’s consent; pensionable officer and 20 years in 
service; medical grounds; public interest; redundancy; or abolition of 
post in office (GoM/UNDP, 2002). Public employees are also entitled to 
sick leave with pay for six months, as well as death gratuities and cover-
age for funeral expenditure for the remaining family members (GoM/
UNDP, 2002). In addition to the pension scheme, the government 
introduced a legal ruling on severance pay in November 2004 that covers 
both private and public sector, but there have been some complications 
with regard to the implementation of this policy.

For individuals outside the formal sector, social security barely exists, 
although several temporary aid programmes have been implemented in 
response to extraordinary situations such as droughts (Haddad and Zeller, 
�996). However, the Poverty Reduction Strategy Paper (GoM, 2002) 
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contained the implementation of social safety nets as its third pillar, and 
today the government of Malawi provides two types of means tested safety 
net interventions for the poorest. These are productivity enhancing inter-
ventions for the transient poor (the 30 per cent of the population who could 
move out of poverty) and welfare transfers to the chronically poor (the 
poorest five to ten per cent of the population) (GoM, 2002). The productiv-
ity enhancing interventions consist of the Targeted Input Programme 
(TIP) for capital-constrained poor and Public Work Programme (PWP) for 
land-constrained poor. The welfare transfers include targeted nutrition 
interventions for malnourished children and mothers as well as direct 
transfers to vulnerable groups, such as orphans, the elderly, and chroni-
cally ill, who are not covered by any of the other programmes. During 
2003/04, �.7 million farm families received inputs under TIP and 92 000 
benefited from public work programmes (GoM, 2005). 

4.5.2	 Impact	of	HIV/AIDS	on	Social	Security
HIV/AIDS influences the formal social security programmes in the 
private and public sector. On the revenue side, the pension scheme in 
Malawi’s public sector is expected to be affected in the same way as 
government expenditures in general, since expenditure on pensions is 
financed by government revenue. On the expenditure side, the number 
of pensioners is likely to be unchanged initially as the disease mostly 
affects people younger than the retirement age. But, in the long run, a 
decrease in pension expenditure is expected as fewer people reach the 
age of retirement. Although increased mortality results in a decline in the 
number of recipients of old-age pensions, outlays on medical grounds, 
death gratuities for surviving dependents, recompense for sick leave, and 
other mortality and morbidity-related lump-sum benefits have already 
started to rise (as we gave example of in Section 4.2). They are expected 
to increase proportionally with HIV prevalence or mortality in the near 
future. According to Martin-Staple (2004), 50 percent of outlays on 
Pensions and Gratuities are channelled to relatives of deceased after 
public servants die largely due to the epidemic.�28 

HIV/AIDS increases poverty, and this puts a tremendous stress on 
the informal social security systems that most Malawians rely on. A likely 
result of this is increased citizens’ dependence on the state as a growing 
number of people qualify for safety net interventions for the poor, direct 
transfers, and nutrition interventions. Consequently, the need for social 
expenditure targeted at the poor is likely to rise. 

It has been suggested that in the advent of a generalized HIV/AIDS 
epidemic, the way the government should deal with the social challenges 
is by introducing universal income replacement programmes (Plamon-
don et al, 2004). An example of such an intervention is a universal flat-
rate pension for the elderly. The advocates of such an intervention claim 
that it would mitigate poverty, strengthen intergenerational support, and 
reduce the administrative burden of identifying a target group in a 
situation where many people are in need of support. However, others 
claim that in consideration of fiscal affordability, the case for universal 
social pensions is weak. Even in a highly infected country such as Ma-
lawi, where elderly households are at a greater risk of poverty than the 
average population, the opponents of a universal flat-rate pension claim 

��8	 There	is	some	concern	that	the	government	fails	to	keep	track	of	when	employees	die	and	that	relatives	can	continue	

receiving	the	pension.	However,	since	relatives	are	entitled	to	a	death	gratuity	worth	60	months	pension	payments,	there	is	

an	incentive	for	some	to	report	the	death	of	the	pensioner.	Nonetheless,	there	exists	a	possibility	of	exploiting	the	system.
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that there is indeed a case for non-contributory pensions for the elderly 
but that these should target the poor elderly in order to be effective 
(Kakwani and Subbarao, 2005).�29 

4.6	 Impact	of	HIV/AIDS	on	the	Safety,	Security	and	Access	
to	Justice	Sector

In the previous sections, we have illustrated the impact of HIV/AIDS on 
the public sector’s service provision in different areas. In many instances, 
these implications are tangible. For example, we can to some extent 
appreciate how the quality of health care decreases when staff is dying. 
However, HIV/AIDS also has an impact on less tangible social and 
economic institutions of society (e.g. the acceptance of government by the 
public, the security situation, etc.). 

One study analysed how AIDS affects �4 Safety, Security and Access 
to Justice (SSAJ) Institutions in Malawi, covering the Judiciary, the Anti-
Corruption Bureau, the Prison Service, etc. (ISS/MIM, 2003).�30 The 
authors concluded that the staffs of these institutions were particularly 
vulnerable to AIDS, due to a number of factors such as age, urban 
residence, postings away from home, wealth status, etc. In addition, there 
was a high degree of denial of AIDS among the employees that poten-
tially increases their vulnerability to infection since they may not take the 
necessary precautions. 

The mortality rates within all institutions except for two were higher 
than the average death rates of the population. It was not possible to 
establish the number of AIDS-related deaths, but 82 per cent of the total 
number of deaths occurred in the age group 30–49 years.�3� Furthermore, 
it seems as if support staff and technical staff were the hardest hit by death. 

The study also found that overall the productivity of all institutions 
had slowed down due to funeral attendance, morbidity, and so on. 
Moreover, there was anecdotal evidence that border posts and magis-
trates courts had to close owing to the lack of key staff, that the majority 
of the police and prison officers trained in child justice procedures had 
died or were sick, and that the warden/prisoner ratios had increased 
substantially during the past few years. 

These examples illustrate how the HIV/AIDS epidemic poses a 
significant threat to many core institutions of the country. If the funda-
mental institutions, such as the police force, do not have the capacity to 
act when they are needed or the security of prisoners is threatened, there 
is a risk that the overall domestic security situation of the country will 
deteriorate. The Malawi National Crime Victimisation Survey showed 
that the dissatisfaction with the police is in general high when crimes are 
reported (Pelser et al., 2003). However, despite this finding, the study 
concluded that overall Malawians still have a positive perception of both 
the police and the courts. Seventy per cent of the people interviewed 
stated that they believed the police were doing a good job and 88 per 
cent said the same with regards to the courts. Concerning changes in the 
security situation of the country, 49 per cent of the respondent indicated 

��9	 For	a	more	in-depth	discussion	on	flat-rate	pensions,	see	Kakwani	and	Subbarao	(�005).

�30	 The	following	institutions	within	the	Ministry	of	Home	Affairs	and	Internal	Security	were	included	in	the	study:	The	Police	

Service,	The	Prison	Service,	The	Immigration	Department,	Ministry	of	Justice,	The	Judiciary,	The	Ministry	of	Gender	and	

Community	Services,	The	Department	of	District	Administration	and	Local	Government,	The	Office	of	the	Ombudsman,	

The	Law	Commission,	The	National	Juvenile	Justice	Forum,	The	Anti-Corruption	Bureau,	The	Malawi	Human	Rights	

Commission,	and	The	Malawi	National	Committee	on	Community	Services.

�3�	 Unfortunately,	the	age	structure	of	the	employees	was	not	specified	in	the	study.	For	this	reason,	it	is	not	possible	to	

say	if	the	age	group	(30–49	years)	was	proportionally	harder	hit	by	the	epidemic	than	other	age	groups.
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they believed crime in their areas of residence had increased in the past 
three years, whereas 38 per cent believed crime had decreased. 

Hence, the overall picture is mixed, and since there are many factors 
apart from HIV/AIDS that affect the security situation in Malawi, it is 
difficult to disentangle the impact of the epidemic. Nevertheless, Pelser et 
al. (2003) found a direct correlation between the times in which crop and 
livestock theft are most prevalent and the times of food shortages. Hence, 
even if the deteriorating capacity of the SSAJ institutions due to the 
epidemic may not have a great impact on the perception of the general 
security situation of the country, HIV/AIDS may have an indirect 
impact through its adverse impact on food security. 

4.7	 Conclusion	and	Discussion	
This chapter has illustrated the impact of the HIV/AIDS epidemic on 
the public sector in Malawi. What emerges from this review is that the 
epidemic hits the public sector both on the supply side (internally) and 
the demand side (externally).�32

On the supply side, the epidemic attacks the public sector in the same 
way it attacks an individual, by making the whole system ill. In the case 
of Malawi, the public sector was malfunctioning even before AIDS, with 
high vacancy levels, high attrition rates, inflexible recruitment proce-
dures, financial constraints, poor incentive structure, and a shortage of 
skilled staff. This implies that the Malawi public sector had an institu-
tional vulnerability to the impact of the epidemic that has made the 
impact even worse. 

We have also shown that the epidemic primarily exacerbates already 
existing problems. However, since data are lacking, it is sometimes 
difficult to disentangle where the routine problems of a malfunctioning 
public sector end and where the impact of AIDS starts (Badcock-Walters, 
2005). However, there is no doubt that the capacity to deliver what the 
government has promised is undermined by HIV/AIDS. In order to 
mitigate the impact on the supply side, the disease needs to be addressed 
internally with a systematic response throughout all organisations in the 
public sector. The HIV/AIDS programs that each ministry is obliged to 
develop and implement are examples of such a response. Another key 
challenge in addressing AIDS in the public sector is to make the disease 
visible. In this context, systematic collection of updated data is crucial.

The impact of HIV/AIDS on the demand for public service is diverse 
and to a great extent sector specific. What is seen in all ministries, 
though, is that the lack of human and financial capacity has a negative 
effect on already existing public services. At the same time, there is an 
increasing need for new and innovative solutions to emerging issues such 
as orphans and ARV and these are specific for each sector. 

In sum, the public sector needs to adapt its plans to the reality of 
HIV/AIDS at all levels of the organisation, both internally and exter-
nally. As such, the epidemic triggers change. Although the picture looks 
dark, one should remember that HIV/AIDS also creates an opportunity 
to do things differently and to change procedures already malfunction-
ing before the advent of HIV/AIDS. 

�3�	 To	illustrate	both	the	internal	and	external	impact	of	HIV/AIDS	on	an	organisation,	we	provide	an	example	in	Appendix	A,	

Table	�	of	the	various	challenges	that	the	MoAI	faces	due	to	HIV/AIDS	at	different	levels	of	the	organisation	and	in	

different	stages	of	the	disease.	We	use	Barnett	and	Whiteside’s	framework	(�00�:�98).
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4.8	 Appendix	A

Table	1:	The	Implications	and	Responses	to	HIV/AIDS	Within	the	MoAI	

HIV AIDS

INTERNAL		

CHALLENGES	TO	

THE	ORGANISATION

Prevention	of	infection	among	MoAI	employees

Examples from MoAI: Employees	in	the	field	(who	

are	away	from	their	spouses)	engage	in	high-risk	

sexual	behaviour.

Responses: 

•	 Identify	susceptible	occupational	groups

•	 Implement	policies	to	avoid	transmission	of	

HIV	e.g.	construct	houses	for	the	spouses	in	

the	field

High	morbidity	and	premature	deaths	and	

retirements	in	the	MoAI

Examples from MoAI: High	HIV/AIDS-related	

attrition	rates	and	high	vacancy	levels	among	all	

occupational	categories	causes	loss	of	institu-

tional	memory	

Responses: 

•	 Put	in	place	information	management	systems

•	 Conduct	institutional	human	resource	audit,	

identify	key	workers	with	special	skills

•	 Target	capacity	building	where	mortality	is	high

EXTERNAL		

CHALLENGES	TO	

THE	ORGANISATION

Prevention	of	infection	in	the	community

Examples from the MoAI: Male	farmers	waiting	

outside	tobacco	markets	in	busy	urban	areas	

engage	in	risky	sexual	behaviour	

Responses: 

•	 Expand	HIV/AIDS	communication	to	rural	

communities

HIV/AIDS	affect	core	activities

Examples	from	MoAI:	Changes	the	demography	

in	farming	population,	implies	that	grandparents,	

women	and	children	take	productive	roles	without	

adequate	knowledge	of	farming

Responses: 

•	 Target	training	on	children,	women	and	eld-

erly	who	take	productive	roles

•	 Develop	resource	support	systems	and	labour	

exchange	systems	at	the	community	level	

Sources: Adapted model from Barnett and Whiteside (2002), GoM/UNDP (2002), Malindi 
(2005) and Rau (2004).
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We have in previous chapters presented a tentative analysis of the short 
and medium-term consequences of the HIV/AIDS epidemic. The 
uncertainty surrounding many of our conclusions is obvious. This is even 
truer when it comes to the long-term effects (in this report defined as 
effects occurring after 20�5). For this reason, we have chosen to focus our 
longer-term discussion on an attempt to highlight a number of key 
“mitigating” and “aggravating” factors which may indicate whether the 
situation is likely to become better or worse after 20�5. The analysis ends 
with a presentation of various scenarios, ranging from a “disaster sce-
nario”, in which vital political, social and economic institutions suffer 
from a virtual collapse, to a more optimistic scenario, in which a number 
of coping strategies and behavioural changes lead to a pronounced 
decline in new infections as well as to a strengthening of public and 
community-based institutions which have been mobilised to meet the 
challenge. 

5.1	 What	Determines	the	Long	Term	Macroeconomic	Impact?
For many years, the heading of a section in the widely spread World 
Bank study “Confronting AIDS” from �997 could represent the conven-
tional wisdom among economists analysing the long-term macroeco-
nomic impact of HIV/AIDS: “AIDS Has Little Net Macroeconomic 
Impact”. While acknowledging the dramatic impact on life expectancy 
and human welfare in the worst affected countries, the World Bank 
summarised a number of reports that downplayed the macroeconomic 
effects on indicators such as economic growth and per capita income. 
The World Bank study observed that while “...the death of people with higher 
incomes will reduce average income.......the death of those with lower incomes raises 
average income, without necessarily improving the lot of any surviving individuals and 
despite the suffering and economic losses of the families of those who died. Further, 
increased spending of health care and funerals is included in GDP calculations. As a 
result, per capita GDP may increase.” (�997, p. 33).

One argument often put forward to sustain this rather surprising 
conclusion, supported by a number of studies reaching similar conclu-
sions, was that the countries with high HIV prevalence tended to be 
characterised by high unemployment. In labour surplus economies, the 
argument went, even a dramatic increase in AIDS deaths may not have 
a marked effect on the growth of production and income. To quote the 
World Bank study again: “Other things being equal, the impact of the AIDS 

5.	Long-term	
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epidemic will be small until the economy begins to grow and is constrained by labour 
supply rather than by insufficient demand” (ibid., p. 34). 

It has also been pointed out in many studies of long-term impacts of 
HIV/AIDS that real wages for the surviving population might increase 
as shortages of labour could develop.

A parallel has sometimes been drawn with the “Black Death” epi-
demic in Europe in the mid �4–th century, which drastically reduced the 
man/land ratio and was followed by a prolonged period of rising rural 
wages. There are, however, more differences than similarities between 
the Black Death and HIV/AIDS. The former was a one-off event: in just 
a few years, between one-third and one-half of many countries´ entire 
populations were wiped out. The demographic impact was much greater 
than that of HIV/AIDS – in the short term.�33 

The suddenness of the Black Death disaster made it impossible for 
people to develop coping strategies. The creeping, long-term nature of 
HIV/AIDS, on the other hand, makes the analysis of how people and 
institutions adjust to the epidemic the crucial issue. 

As yet, we know far too little about socio-economic and cultural 
coping mechanisms to draw any firm conclusions. But as stressed earlier, 
scattered evidence indicates that many adjustment mechanisms are 
already at work in Malawi.

While the positive impact of many adjustment mechanisms must be 
acknowledged, the macroeconomic impact is likely to be far more serious 
than indicated in the first wave of macroeconomic studies, some of which 
were summarised in the �997 World Bank study. This more pessimistic 
assessment is also shared by many of the more recent studies (for refer-
ences, see Chapter 3), including studies made by the World Bank (Bell et. 
al. 2003) that indicate that the negative impact on economic growth and 
per capita income is likely to be highly significant for countries with an 
HIV prevalence of ten-fifteen per cent and above.

It must, to begin with, be stressed that the development of per capita 
income is a highly misleading indicator of long-term effects on welfare; 
if the poor are over-represented among the victims of a deadly disease, 
average income goes up! The links between the impact of HIV/AIDS 
and income are also extremely difficult to isolate and measure. Con-
ventional long-term projections of population, employment, investment, 
and productivity that do not take adjustment mechanisms and social 
and political factors into account are likely to miss the most decisive 
factors determining the long-term consequences. In countries with an 
HIV prevalence of only one or two per cent, it may be legitimate to 
disregard, in a macroeconomic model, the effects of HIV/AIDS on 
factors such as social cohesion, the quality of public institutions, chang-
ing social and family norms, etc. However, in countries as severely 
affected as Malawi, it is these social, cultural, political and institutional 
factors that are likely to have the major long-term effect on future 
macroeconomic developments.

The way we interpret the links between HIV/AIDS and the long-
term effects of the disease could be illustrated in the following way:

�33	 A	more	relevant	comparison	as	to	the	demographic	impact	could	perhaps	be	made	between	HIV/AIDS	and	the	slave	

trade	(see,	for	example,	Egerö,	�00�).	Just	like	AIDS,	but	contrary	to	the	Black	Death,	the	slave	trade	took	place	over	a	

long	period	of	time,	and	it	was	–	just	like	HIV/AIDS	–	selective	in	the	sense	that	it	deprived	the	worst	affected	countries	

of	a	large	part	of	their	most	productive	age	groups	of	the	population.
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In the following section, we will make an attempt to discuss, based on 
the analysis in preceding chapters, a number of factors which we think 
will determine the outcome in the right-hand box, i.e. long-term macr-
oeconomic and socio-economic consequences without, however, mak-
ing any attempt to quantify the effects. Given the large number of 
unknowns we are, indeed, highly critical of all economic forecasting 
which gives a false sense of precision to guesses about the long-term 
effects of HIV/AIDS. 

5.2	 Mitigating	Factors

5.2.1	 Knowledge	Is	Widespread
As emphasised earlier, a number of field studies and surveys have docu-
mented the fact that public knowledge of HIV/AIDS, and of how the 
epidemic is transmitted, is very high in Malawi. For most people, AIDS 
is so present in everyday life that its existence cannot be denied, and 
although the disease remains subject to many myths and prejudices – 
and false rumours continue to be spread, for example saying that the use 
of condoms causes AIDS or impotence – most people have the basic 
knowledge required to protect themselves. Even in remote rural areas, 
the overwhelming majority of the population knows that HIV/AIDS is a 
deadly disease and that it is sexually transmitted. According to one 
survey (Tawfik 2000, quoted in Kaler 2004(b), p. 289), over 90 per cent 
of Malawian respondents, male and female, said that they “worried a 
lot” about contracting the disease. 

Various surveys show that respondents vastly overestimate the trans-
mission probabilities of HIV. For example, when asked to estimate the 
chances of becoming infected from one single act of sexual intercourse 
with an infected person, over 90 per cent of the respondents in a survey 
from 200� answered that infection was certain or highly likely (see 
Bignami-Van Assche et. al. 2005). The same survey also showed that 
people in Malawi who have asked to be tested tend to overestimate the 
risk that they themselves are infected. While this may, according to some 
observers, increase the likelihood of high-risk behaviour – “So what, I 
will die soon anyhow!” – the rising willingness to undergo VCT is highly 
encouraging. 

The implication of these observations is that the first, important stage 
– a high level of public awareness of the existence of HIV/AIDS, includ-
ing widespread knowledge about the dangers associated with high-risk 
sex – has been reached in Malawi. The key issue in the future will be to 
translate knowledge into behavioural change, which is the weak link in 
the struggle against the epidemic.

Changes	in	attitudes	and	behaviour,	

fiscal	effects,	government	policy	

response,	medical	progress,	

demographic	effects,	effects	on	

human	capital	formation,	impact	on	

social	norms	and	community	

organisations,	effects	on	crime	and	

violence,	effects	on	quality	of	public	

insti-tutions	and	services,	etc.

Illness,	deaths	because	of	HIV/AIDS

Long-term	macro-	economic	effects	

on	aggregate	demand,	savings	and	

investment,	income	distribution,	

employ-	ment,	economic	growth	

and	per	capita	income,	and	poverty
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5.2.2	 Attitudes	Are	Changing
If knowledge is the first step in the fight against HIV/AIDS, changes in 
attitudes represent the second and changes in behaviour the third. 

To judge from the information received from key informants inter-
viewed during our visits to Malawi and from a number of recent field 
studies, the fact that basic knowledge about HIV/AIDS has become as 
widespread as it is today is due to a number of different factors, such as 
public campaigns and information through public health centres (see also 
Chapter �). But a large and growing number of local authorities, or chiefs, 
community-based organisations, faith-based organisations, and traditional 
healers have also been active in spreading the message, as have a number 
of priests who are more open today than just a few years ago about the 
cause of death in connection with funerals. Life skills education, including 
AIDS information, is included in the curriculum of the regular education 
system. Peer information, not least among the youth, has also played an 
important role (see, for example, Kaler, 2004a) and adolescents in Malawi 
are today getting their information about sex from many different sources 
(although some of these sources may spread highly inaccurate information). 

What Malawi appears to be undergoing is a quite remarkable in-
crease in openness about what has traditionally been taboo: sexual 
behaviour. This openness – between wife and husband, parents and 
children, teachers and pupils, colleagues at the workplace, and among 
young people themselves – has its obvious limits, of course, as sexual 
behaviour is a sensitive issue in Malawi as well as in the rest of the world. 
In addition, the influence of high-risk initiation ceremonies and tradi-
tions remains strong. Nonetheless, the changes that are taking place are 
a symptom of a possibly substantial shift in attitudes that underpins long-
term changes in actual behaviour.

While still a serious problem, stigma and discrimination are likely to 
be gradually reduced as a consequence of increased knowledge and 
openness. The increasing number of deaths also serves to reduce stigma; 
today virtually every adult in the country has a friend or relative who has 
died from AIDS. According to organisations working with people living 
with HIV/AIDS, stigmatisation remains a serious problem, however. A 
positive step towards an improvement could be if more high-level politi-
cians and celebrities “came out” and revealed in public that they are 
HIV-positive.

Key to reducing the spread of HIV/AIDS is openness, non-stigmati-
sation, and voluntary counselling and testing (VCT). HIV tests are free 
of charge in Malawi, but accessibility and transport costs act as obstacles, 
especially in remote rural areas. Much remains to be done to expand 
VCT facilities. A highly promising sign is that a large majority of people 
questioned have expressed that they want to be tested, and that they 
want to know the results. Also encouraging is the fact that, according to 
one survey (deGraft Johnson et al., no date), two thirds of men and three 
quarters of women stated that they preferred to learn of their test results 
with their partners present.

5.2.3	 Sexual	Behaviour	is	Changing	–	Slowly
As emphasised several times in previous chapters, there are also signs of 
behavioural changes already taking place in Malawi. Condom use is 
increasing, albeit slowly, but condoms are still both insufficiently avail-
able and surrounded by hostile propaganda and negative rumours.�34 

�34	 See,	for	example,	Kaler	(�004	a).
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Scattered and sometimes anecdotal evidence indicates that commer-
cial sex workers have found it more difficult to get customers in recent 
years. The desperate economic situation of many girls and women may 
have increased the number of females involved in commercial or transac-
tional sex, but men are said to be getting more cautious, especially when 
engaging in unprotected sex with “bar girls”. 

According to several of our interviewees, both men and women are 
believed to reduce the number of sexual partners, but reliable data is not 
available. Qualitative interviews (see Smith & Watkins, 2004) indicate 
that women worry more than men about contracting the disease from 
their husbands/partners, and married women who suspect that their 
partner is being unfaithful are reported to use divorce to reduce their 
risk to an increasing extent. According to the same source, men resort to 
slightly different preventive strategies, such as fewer partners and more 
careful partner selection – including, unfortunately, a search for young-
er and younger girls. However, some men also proclaim that they have 
become completely faithful because of their concern about AIDS, often 
specifically attributed to seeing someone die of AIDS. There is, how-
ever, also some evidence that the median age at which women have sex 
for the first time has been declining for a number of years (see Munthali 
et. al. 2004). 

According to survey data and well-informed observers (personal 
communication with specialists in Malawi), certain traditions which 
accelerate the spread of the disease – such as widow inheritance, female 
circumcision, and other initiation ceremonies which have been described 
in previous chapters – are becoming questioned by many community-
based organisations and traditional authorities. The generalised knowl-
edge about how HIV is transmitted has also led to an increased aware-
ness of the need to use sterile blades when, for example, male 
circumcision is carried out. 

While it is still too early to draw robust conclusions, it does appear as 
if HIV prevalence, or at least the number of new infections, has peaked 
in Malawi. In Lilongwe, HIV prevalence has been going down for the 
last seven years, as it has in Blantyre, although somewhat less (personal 
communication NAC). Given the high level of knowledge and the chang-
es in attitudes that are clearly visible in Malawi, there is every reason to 
believe that behavioural changes will follow, albeit possibly with a rather 
long time lag.

5.2.4	 Improved	Cooperation	between	Government	and	Civil	Society	to	
Confront	the	Epidemic

The HIV/AIDS disaster may have the positive side effect of bringing 
people together to confront the disease. While there are also, as will be 
discussed later on, many symptoms of an erosion of social cohesion and 
trust in AIDS-stricken communities, many community-based organisa-
tions (CBOs) have become strengthened as a direct consequence of local 
campaigns and voluntary work related to HIV/AIDS. Cooperation has 
also, by and large, been improved between government institutions and 
CBOs, NGOs, and traditional authorities. 

In this context, it may also be mentioned that the Malawian society in 
many respects appears to be better equipped to cope with HIV/AIDS 
than some of the neighbouring countries. Urbanisation, although accel-
erating rapidly, is still in its infancy in Malawi, and problems with 
numerous street children, drugs, and violent youth gangs are largely 
absent. Traditional safety nets, based on the extended family, are under 
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severe strain as a consequence of years of economic hardship aggravated 
by HIV/AIDS, but community-based organisations based on solidarity 
and mutual help have not collapsed; rather, they are being strengthened 
in at least parts of the country, although the picture is mixed. In addi-
tion, Malawi has, in comparison with many other AIDS-stricken coun-
tries in Sub-Saharan Africa, a traditional lack of civil strife and of ethnic 
or religious conflicts, and a strong sense of national identity. 

There are, however, also worrying tendencies related to crime and 
conflict which will be discussed in Section 5.3.

5.2.5	 Government	Policies	Are	Basically	Sound
As will be further discussed in Chapter 6, present government policies in 
Malawi are, in our view, basically sound. Human and financial resources 
are, however, exceedingly scarce.

5.2.6	 Prospects	for	International	Support	Are	Relatively	Good
The issue of international support to confront HIV/AIDS will also be 
discussed in Chapter 6. Suffice it here to stress that prospects for a continu-
ation of a high level of international support appear relatively good.

5.2.7	 ARV	and	Future	Medical	Progress
The Malawian government has, as discussed earlier, presented highly 
ambitious plans to scale up its ARV programme. The Ministry of Health 
has done admirable efforts in this area. Provided that international 
financing is made available and that Malawi’s already strained health 
system can cope with the additional burden, the number of patients 
receiving appropriate treatment is expected to increase dramatically over 
the coming few years. There are also ambitious plans to scale up preven-
tion efforts related to mother-to-child transmission.

The positive effects of this development are obvious, not only in 
humanitarian terms. If properly handled, ARV treatment will prolong 
the lives of HIV-positive patients, avoid losses of prime-aged adults, and, 
in addition, greatly reduce the risk of transmission if people living with 
HIV practice unsafe sex. There is, however, also a danger that HIV-posi-
tive patients taking ARV drugs engage in more high-risk behaviour, 
knowing that they are already infected. 

It is possible that successful ARV therapy, while a heavy burden on the 
health system in the short term, may prove to release resources in a me-
dium to long-term perspective. Patients with HIV-related diseases pres-
ently occupy around 70 per cent of Malawi’s hospital beds, and a very high 
share of all visits to clinics is connected with HIV/AIDS. If ARV therapy 
facilities are expanded, and medicines keep getting better, the number of 
patients with AIDS or opportunistic infections such as TB may go down 
drastically, thereby eventually releasing health care resources. As will be 
further discussed in Chapter 6, the future financing of the scaling-up of the 
ARV programme is subject to high uncertainty, however.

While optimism as regards the introduction of an effective AIDS 
vaccine in the foreseeable future is limited, the price of ARV drugs is 
likely to continue to go down as their quality continuously improves. For 
example, a new pill that only needs to be taken once a day will soon be 
introduced (personal communication from HIV researchers at Karolin-
ska Institutet, Stockholm, Sweden). The danger of resistance should also 
be kept in mind, however. 

One long-term implication of the scaling-up of the ARV treatment is 
that the number of HIV-patients living relatively normal lives is likely to 
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increase substantially by the year 20�5. To assess the dynamics of the 
epidemic, HIV incidence – i.e. new infections as a share of total popula-
tion – may be a better indicator than HIV prevalence, as the latter figure 
includes HIV-positive patients on ARV therapy. Another implication is 
that long-term demographic developments will differ considerably from 
all projections that were made before treatment was available. 

5.2.8	 Dependency	Ratios	May	Improve	by	the	Year	2015
If we assume an average time lag of 7–�0 years between HIV infection 
and death from AIDS, the impact of AIDS on Malawi’s population and 
workforce by the year 20�5 could be assessed with some certainty, as the 
people who will die before 20�5 are already infected. In absolute num-
bers, this would imply the premature death of almost one million people, 
or close to ten per cent of the present population. The vast majority of 
these deaths would affect adults in their most productive years.

There are, however, many unknowns. To begin with, the envisaged 
scaling-up of the ARV therapy may lead to a considerable decline in the 
number of HIV-positive people who die before 20�5. In an optimistic 
scenario, perhaps over one third of the population presently infected by 
HIV will be alive ten years from now. With improved and cheaper 
drugs, this figure could become even higher.

Another key factor affecting the labour force ten years from now is 
fertility, which in Malawi has been going down for a number of years. 
This tendency is likely to accelerate further, not least because of the 
impact of HIV/AIDS. Women are highly over-represented among HIV-
positive young adults (�5–24); the female/male ratio in this age group is 
estimated to four or five to one. The implication of this grim picture is 
that large numbers of women are infected very early, and are projected 
to develop AIDS before the end of their normal childbearing years, 
leading to a substantial decline in birth rates.�35 

Fertility is, however, also dependent on a number of unknowns. Experi-
ence from other countries indicates, for example, that high rates of adult 
mortality are strongly associated with high fertility (see, for example, 
Kalemli-Ozcan, 2005). It is also well known that the situation of women in 
general, and of women’s education in particular, has a very strong effect on 
fertility. If large numbers of girls are dropping out of school because of 
HIV/AIDS in the family, fertility may actually increase.

Despite these caveats and partly contradictory factors determining 
fertility, it is, in our opinion, highly likely that the dependency ratio (the 
non-working age population divided by the working age population) will 
have begun to improve by the year 20�5. The effects on economic 
growth and per capita income of the changed age structure of the popu-
lation are also likely to vary depending on the time perspective we use. 
Thus, while the demographic structure deteriorates drastically in a short-
term perspective, as a result of many deaths in the most productive ages, 
the demographic pyramid may, in a medium-term perspective, become 
less unfavourable. The share of old people is going down – from an 
already low number – and the combination of large groups of young 
people moving into adulthood and a declining birth rate will drive down 
the dependency ratio. When the incidence of HIV/AIDS begins to 
decline markedly, as it will sooner or later, the proportion of prime-age 
adults in the total population will rise further.

�35	 This	section	owes	some	ideas	about	effects	of	AIDS	on	fertility	and	dependency	ratios	to	Arndt	(�00�),	whose	

discussion	about	these	issues	in	the	context	of	Mozambique	is	partly	applicable	to	Malawi.
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The long-term demographic scenario is, in other words, far more 
encouraging than the short-term outlook, although every demographic 
forecast is highly dependent upon a number of unknowns. The burden 
on extended families may ease considerably and a higher proportion of 
the population are likely to be in their most productive age. Despite the 
existence of many children infected through mother-to-child transmis-
sion, the HIV prevalence among children is very low, and most of the 
children who are infected will probably die before the age of five. If the 
group currently under �5 can learn to avoid becoming infected to the 
same extent as their parents, the dependency ratio may be drastically 
improved by the year 20�5 and for several decades afterwards. 

5.3	 Aggravating	Factors

5.3.1	 Long	Term	Implications	of	Increased	Poverty	and	Vulnerability	at	
the	Household	Level

As repeatedly emphasised in this report, poverty and vulnerability are 
likely to increase as a direct consequence of HIV/AIDS. Margins are 
small or non-existent. For the majority of Malawians living in poverty, 
the short and medium-term effects on families suffering the loss of an 
adult breadwinner dying (from AIDS or from any other disease) are 
devastating. Malnutrition, already widespread, is likely to increase in a 
medium-term perspective, making people more vulnerable to all kinds of 
diseases, including HIV/AIDS. 

Traditional safety nets, largely based on the extended family, will 
come under increasing strain in the coming decade. In our view, the 
period up to 20�5 is in many respects crucial: if a collapse of family and 
community-based systems for care and upbringing of the growing 
number of AIDS orphans in coming years can be avoided, the demo-
graphic scenario presented earlier brings hope for an easing of the 
burden on grandparents and other kin in a longer-term perspective. If, 
on the other hand, a large number of extended families and other safety 
nets break down under the pressure of poverty aggravated by HIV/
AIDS, Malawi will witness a number of worrying social problems – 
accelerated urbanisation spearheaded by children and adolescents, child 
prostitution, increased crime and violence, and so on – which will have a 
pronounced effect on macro developments after 20�5.

In a more narrow economic sense, the long-term macroeconomic 
consequences of a large number of households and individuals falling 
deeper and deeper into poverty are likely to be that aggregate demand 
and employment outside the subsistence sector remains stagnant. House-
hold savings are also likely to remain appallingly low. 

As a result of the forced sale of assets that HIV/AIDS-stricken house-
holds have to resort to in order to cope with the additional burdens, a 
deterioration of the distribution of income and assets is likely to accom-
pany the epidemic. Households with financial resources will purchase the 
assets – consumer durables, cattle and, sometimes, even land – that the 
impoverished households are forced to sell. As a result, the composition 
of aggregate consumption will undergo certain modifications, possibly in 
the direction of increased demand for imported “luxury” goods, with a 
concomitant reduction in demand for labour in Malawi. The “globalisa-
tion” of life styles and consumption patterns, not least among the youth, 
may work in the same direction (see further Section 5.3.4).

The coping strategies that affected families will adopt are, as de-
scribed in previous chapters, of very different kinds. Thus, while adjust-
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ment mechanisms related to norms of sexual behaviour can be expected 
to mitigate the spread of the disease, others may have the opposite effect. 
For example, the alarming tendency for women and young girls to 
engage in transactional sex as a survival strategy, and the increase in 
child labour and trafficking that is already being observed, are aggravat-
ing factors that reduce the chances of halting the spread of the epidemic. 

5.3.2	 Impact	on	the	Public	Sector
One direct macroeconomic effect of HIV/AIDS is to lower economic 
activity, thereby lowering tax revenue compared with a non-AIDS 
scenario. A second direct effect is the loss of experienced personnel in the 
public sector, leading to a lowering of the quality of public services in 
areas such as health, education and in the public administration in 
general. Another effect is to increase the need for public spending on 
health and social programmes, including support to orphans.

Fiscal margins are small or non-existent, and the combined effect of 
lower tax revenue and increased spending needs may be large fiscal 
deficits and inflation. The implications on the real economy of large 
financial disequilibria are difficult to measure, but they are certainly not 
positive, and Malawi’s recent history shows that it is very difficult to 
come to grips with budgetary deficits.

The erosion of human resources in key public institutions due to 
HIV/AIDS is a severe problem in all sectors, but health and education 
are, because of their importance for the formation of human capital, 
absolutely strategic. Malawi’s health system has also suffered from 
increased pressure because of HIV/AIDS and a massive exodus of 
especially nurses to other countries (mainly the UK). In a short-term 
perspective, the large number of HIV-patients, together with the envis-
aged scaling-up of ARV therapy, will crowd out the treatment of other, 
non-HIV-related diseases. Of direct relevance for the spread of HIV is 
the fact that resources are very scarce for the treatment of other sexually 
transmitted infections (STIs) (when patients seek such treatment, which 
is often not the case); it is a well-established fact that untreated STIs 
such as herpes or syphilis increase the risk of transmission per sexual 
exposure manifold.

In the education system, the combined effect of attrition and deaths 
among teachers and education managers and increased drop-out rates 
among children and adolescents is to slow down human capital forma-
tion in the coming generation of adults. In addition, the loss of many 
experienced workers and professionals will reduce the transfer of knowl-
edge and skills from one generation of farmers, workers, and profession-
als to the next. 

All these negative implications for the accumulation of human capital 
will have a long-lasting impact, and primarily affect economic growth in 
a long-term perspective. 

The weakening of key public institutions such as the ministries, the 
judiciary, etc., is, from a long-term development perspective, also alarm-
ing. In modern theories of economic growth, the quality of a country’s 
institutions, in a broad sense, has gained paramount importance. Even 
areas that are often neglected by economists interested in economic 
growth, such as the police and the judiciary, have a key role to play in 
this context, especially in periods of crises. We could also mention that 
two high-ranking police officers in Lilongwe we interviewed expressed 
serious concerns about the impact of HIV/AIDS. According to our 
interviewees, the rising trend of criminal offences due to poverty and 
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AIDS they described in today’s Malawi could be regarded as a serious 
threat to security, and the large losses of experienced police officers due 
to AIDS have aggravated the situation further.

5.3.3	 Long	Term	Effects	on	Productivity	
As discussed earlier, one immediate effect of HIV/AIDS is to reduce 
productivity at the workplace, i.e. to increase costs of production and/or 
lower the quality of the services provided. The mechanisms are manifold: 
increased absenteeism and attrition, a generalised decline in the health 
status of the population, disruption of production, the loss of experienced 
workers and professionals, reduced incentives for investment in training of 
employees, and loss of transfer of knowledge, to name a few.

Some of these effects may be transitory in the sense that they are 
directly related to the incidence of illness and death. Others, however, 
will have a longer-term impact. The lowering of investment in human 
and physical capital as compared to a non-AIDS scenario will, in par-
ticular, affect productivity long after 20�5. 

The fact that malnutrition affects a large number of children in 
AIDS-stricken families also impairs learning and working capacity, in 
severe cases for the entire lifetime, with long-lasting effects on the stock 
of human capital.

5.3.4	 Globalisation	and	International	Competitiveness.	Is	Malawi	Caught	
in	a	Poverty	Trap?

Malawi cannot, so far, be regarded as a winner from globalisation. A 
small, landlocked country with a poor physical infrastructure surround-
ed by poor neighbours does not attract much international attention. 
Foreign investment remains virtually nil, and the place of Malawi in the 
international division of labour that is being consolidated does not 
appear very promising. While consumption patterns in the wake of 
import liberalisation and structural adjustment have become modernised 
for a few, the large majority of the population have not experienced 
many positive effects. 

Malawi’s export trade is poorly diversified and developed and is – 
apart from exports of skilled manpower – dominated by tobacco and a 
handful of other commodities with rather sombre world market pros-
pects. On the import side, Malawi’s small industrial base has, as a result 
of economic stagnation, trade liberalisation, and low productivity, been 
drastically reduced during the past decade. Part of this loss in interna-
tional competitiveness, which is also affecting agricultural production for 
exports and for the domestic market, can be attributed to the effects of 
HIV/AIDS, but the sustained economic crisis is also due to a long 
history of economic mismanagement.

One indirect effect that may develop into a serious long-term problem 
is the fact that the high and possibly rising aid dependency may create 
problems related to an overvalued exchange rate. This would further 
undermine Malawi’s international competitiveness. With the present 
market-based exchange rate regime, the inflow of foreign exchange in 
the form of foreign aid and loans pushes the kwacha upwards, in a way 
similar to the effects of what has been called the “Dutch disease”.�36

�36	 The	expression	was	originally	used	to	describe	the	impact	on	the	Dutch	economy	of	the	drastic	increase	in	export	

earnings	that	followed	upon	the	discovery	of	natural	gas	in	the	North	Sea	in	the	�960s.	With	strong	export	revenues	

from	gas,	the	Dutch	guilden appreciated	against	other	currencies,	exposing	Dutch	industries	and	agriculture	to	more	

intense	competition	from	abroad. A	large	inflow	of	foreign	aid	can	have	a	similar	effect.
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This remark is not intended to question the need for international 
assistance, which we believe is essential under present circumstances as a 
complement to domestic resources. However, in the absence of a coher-
ent strategy to manage the inflow of foreign exchange and to tackle long-
term development problems related to physical infrastructure, access to 
credit, technological progress, and high costs of production, among 
others, there is a danger that Malawi becomes further marginalised in 
the increasingly globalised economy that is emerging. The struggle 
against HIV/AIDS is also a struggle against poverty; improved living 
conditions and employment opportunities must go hand in hand with 
concerted efforts to confront the epidemic. If one of these struggles is lost, 
the other will probably be lost as well.

5.3.5	 Deep-rooted	Gender	Inequalities	and	Norms	of	Male	Dominance	
As emphasised earlier, the still high incidence of HIV/AIDS in Malawi 
can to a considerable extent be attributed to strong traditions of male 
dominance in the Malawian society. And while certain behavioural 
changes related to sexual behaviour and the threat of HIV/AIDS may be 
seen already, the subordination of women in sexual relations appears 
extremely resilient to change.

The fight against HIV/AIDS must, in our opinion, be accompanied 
by an empowerment of women in all spheres of economic and social life, 
including sexual relations. But we do not expect dramatic changes to 
occur in a short or medium-term perspective.

5.3.6	 Crime	and	Violence
The close connection between crime and poverty is well described in 
Malawi’s Poverty Reduction Strategy Paper (PRSP), which notes:
 “...insecurity makes it too risky for the poor to accumulate assets or wealth, 

particularly in a rural setting, as any assets or wealth are likely to be stolen. This 
undermines the ability of the poor to generate their own incomes and reduce their 
own poverty...

  Poverty and crime can also be part of a vicious circle – crime reinforces and 
increases poverty and poverty causes crime. For the ultra-poor, the only means of 
survival may be stealing food or assets from other poor people. It is therefore 
important that this cycle is broken.” (quoted by Pelser et. al, 2004, p. 2).

The above quotation is highlighted in a book with the telling title “Crimes 
of Need. Results of the Malawi National Crime Victimisation Survey”. While this 
study – being the first of its kind in Malawi – cannot answer the question 
of whether the crime rate has been increasing, it is clear that, while 
violent crime is very rare, property crime is exceedingly common (and, 
according to police officers interviewed in Lilongwe, on the rise). Thus, 
over 40 per cent of the almost 3 000 respondents of the survey sample 
experienced one or more crimes over a �2–month period in 2002–2003. 
The most prevalent crime was that of crop theft, experienced by �7.2 per 
cent of the respondents. A further 8.5 per cent of the sample had live-
stock, mainly poultry, stolen from them. �37

As indicated in the PRSP, crime, and the perceived threat of crime, is a 
severe constraint to poverty reduction and capital accumulation. Many 
people are already caught in the poverty/crime trap. If poverty and vulner-
ability continue to increase, the situation can easily become much worse.

�3�	 See	also,	for	example,	CARE	(May	�004),	where	the	increase	in	theft	and	conflicts	over	assets	in	local	communities	is	discussed.
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Overall poverty reduction is, as always, important. Particular atten-
tion must be paid to the situation of AIDS orphans and the danger of 
rapid urbanisation without a concomitant increase in urban job opportu-
nities for the youth entering the labour market. If the battle to provide 
gainful employment – in agriculture and elsewhere – for the youth is lost, 
there is serious danger that crop and livestock theft will plague the 
countryside even more in 20�5 than today and that urban areas will 
witness a huge increase in problems related to juvenile crime, begging, 
child prostitution, and perhaps drug trafficking. 

The human costs of a general rise in crime and violence would be 
enormous, and so would the macroeconomic costs.

It may also be observed that one particular type of crime and conflict 
bears a direct relationship to HIV/AIDS, namely the increase in what 
amounts to open or covert theft of assets from relatives of the deceased. 
The conflicts also reflect tensions between traditional law and modern 
legislation represented by the “Wills and Inheritance Act”. As regards 
conflicts over farmland, which are sometimes mentioned as a problem in 
some areas, the new “Land Act” will hopefully make it more difficult to 
violate the rights of surviving relatives.

While asset grabbing can affect everybody, the most common situa-
tion is when a woman who has lost her husband is stripped of all the 
household’s assets by the deceased husband’s relatives. Many orphans 
also stand to lose. These incidents, which are said to have increased 
drastically in recent years, may appear as a mere transfer of assets – 
tragic for the victims, but of limited economic significance – but they 
may be of lasting significance. The increase in the number and gravity of 
such conflicts over the assets of AIDS victims erodes valuable social 
capital, with potentially long-lasting effects on trust and cooperation in 
local communities. 

5.4	 Two	Scenarios
We find it impossible to present even a tentative estimate of the develop-
ment of production and income after 20�5 on the basis of the many 
different, and often conflicting, factors and tendencies that have been 
discussed in this report. In a medium-term scenario, we are convinced 
that economic growth, investment, employment, productivity, and 
government revenue will suffer substantially because of HIV/AIDS. The 
further we look ahead on the time horizon, the more speculative any 
figures become. Instead of quantitative guesses, we will present two 
possible scenarios with very different outcomes. What the two scenarios 
have in common are, however, certain basic assumptions, largely taken 
from the previous analysis of short and medium-term effects. 

5.4.1	 Disaster	Scenario	after	2015:	Economic	and	Social	Collapse	
In this scenario, behavioural changes have been insignificant, or even 
negative, as poverty and inequality have become exacerbated while 
commercial and transactional sex has increased. In addition, a general-
ised fatalistic attitude, with a short-term life perspective among youth 
and a declining interest in long-term investments in human capital, has 
gained ground. HIV prevalence has reached over 20 per cent of the 
adult population by 20�5, and the health system has become totally 
unable to cope with the rising number of patients. VCT services as well 
as ARV therapy are available to only a small minority of those in need.

The overall quality of public institutions has eroded further as declin-
ing fiscal revenue and large fiscal deficits have made it impossible to 
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finance key services while maintaining a minimum of macroeconomic 
stability. Real wages in both the private and the public sector have gone 
down, and corruption has been increasing rapidly among government 
officials at all levels. The population’s mood is characterised by dissatis-
faction and despair, and an authoritarian regime has been installed to 
suppress the political opposition and occasional outbreaks of violence 
that take place. 

Traditional safety nets have suffered from a virtual collapse in some 
of the worst affected regions, and a growing lawlessness in rural areas 
has drastically reduced farmers’ incentives to keep livestock and invest in 
better seeds and fertilisers in order to grow higher-yielding crops. The 
number of AIDS orphans reached one million in 20�3, and large num-
bers of orphans and impoverished children and adolescents, growing up 
in anxiety and lacking adult role models, are abandoning the education 
system. Many migrate to urban areas where some of them form criminal 
youth gangs involved in drugs, theft, and robbery. The brain drain 
among professionals continues. Foreign investors avoid Malawi, and even 
domestic entrepreneurs prefer to keep their money abroad and, if possi-
ble, to invest in businesses outside the country.

As a consequence of accelerated deforestation, largely driven by 
desperate people cutting down trees in order to sell high-priced firewood, 
land erosion has destroyed parts of the cultivable land. In addition, over-
fishing and water contamination are spoiling what was once Malawi’s 
flourishing fishing industry. The concept of eco-refugees has gained 
ground as tens of thousands of impoverished farmers and fishermen are 
trying to leave the country every year. Relations with neighbouring 
countries, in particular Mozambique and Zambia, have become strained 
as a consequence of the uncontrolled flow of migrants from Malawi (and 
from Zimbabwe), and armed incidents along the borders have triggered a 
minor arms race in the entire region. 

The potential benefits from globalisation, such as foreign direct 
investment and good access to foreign markets for agricultural exports, 
have bypassed Malawi, while a certain donor fatigue with the entire 
Southern African region has made the international community reduce 
its aid disbursements to a bare minimum of food relief to the worst 
affected countries. International mass media also neglect Malawi’s plight, 
especially as a far more important country, South Africa, has begun to 
suffer from an economic and political crisis partly related to the disas-
trous development of the HIV/AIDS pandemic in that country. Malawi 
is, indeed, caught in a poverty trap.

5.4.2	 Optimistic	Scenario	after	2015:	HIV	Prevalence	Is	Falling	and	
Economic	Recovery	Is	Under	Way

If the mitigating factors are realised discussed earlier, the picture be-
comes entirely different. 

While AIDS continues to take a heavy toll in human suffering even 
after 20�5, the behavioural changes that could be observed already in 
2005 have become firmly consolidated ten years later. 

Extra-marital sex, including commercial sex, has become increasingly 
stigmatised, and after a series of well-published trials in 2009, in which 
the offenders were sentenced to many years in prison, the old practice of 
male teachers asking their female students for sexual favours in exchange 
for better grades has virtually disappeared. 

The increased openness about sexual behaviour that could also be 
observed in 2005 has become further accentuated. Parents can no longer 
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avoid answering their children’s questions about sex and HIV/AIDS, 
and sexual education and information about HIV/AIDS has been 
established as compulsory in all primary schools as well in all teacher 
training. The Catholic Church has, in view of the crisis, abandoned its 
previous negative attitude towards the use of condoms, as have the 
overwhelming majority of the country’s traditional authorities.

Conventional gender norms have been challenged, and partly trans-
formed. Men with multiple sex partners are no longer admired by their 
peers, let alone by their female partners. The universal awareness of 
HIV/AIDS has also led to a slow and gradual erosion of the traditional 
subordination of women in sexual relations. Women have been empow-
ered to gain more control over their own bodies and sexual lives, and the 
threat of HIV/AIDS has also made men much more cautious. Sexual 
abuse is legally defined, widely acknowledged, and severely punished, 
and many men have also realised the danger; after all, rape and sexual 
abuse of women can be deadly for the male perpetrator, too. 

The economic situation of women has also improved. A plethora of 
cooperatives among predominantly female smallholders has developed, 
and micro-credit schemes supported by a number of public and private 
organisations and foreign NGOs are mushrooming in rural areas.

Malawi’s politicians are playing a leading role in the struggle against 
the disease. The President mentions HIV/AIDS in virtually every public 
statement, emphasising that the danger is far from over, and all major 
workplaces have coherent HIV/AIDS programmes in place. Coopera-
tion between government institutions and civil society has improved 
further, and community-based organisations, often dominated by wom-
en, have taken the initiative in launching preventive campaigns and in 
organising low-cost VCT programmes. Social cohesion has been 
strengthened, as groups of parents, teachers, adolescents, community 
volunteers, traditional leaders, healers and government health workers 
have joined forces against the deadly threat.

By the year 20�5, HIV prevalence still remains rather high, around 
ten per cent, but the rate of new infections is continuously declining, 
while a high and rising share of people living with HIV receives ARV 
therapy. While no AIDS vaccine has been developed, ARV drugs as well 
as drugs to treat TB and other opportunistic infections have become 
cheaper and more effective. In addition, thanks to a major medical 
breakthrough, a malaria vaccine has been developed that the UN family 
distributes free of charge to all low-income countries.

Malawi’s demographic pyramid has become highly favourable in the 
sense that the decline in HIV incidence and fewer AIDS deaths among 
adults, in combination with a continued decline in fertility, has made the 
working population as a share of the total population higher than ever 
before. The improvement in the dependency ratio is, according to 
demographic experts, expected to continue for several decades.

Most countries in Sub-Saharan Africa have also, with a few exceptions, 
managed to cope with HIV/AIDS without major economic or political 
crises. A strong regional economic recovery, which gained momentum 
after 20�0, makes regional trade flourish. Even business magazines have 
begun to show a certain interest in the Southern African region. While 
most direct investment still accrues to South Africa and, perhaps surpris-
ingly, to Mozambique, Malawi’s comparative advantages – its beautiful 
landscape and pleasant climate, the friendly people, the absence of violent 
crime and others – are often highlighted, giving Malawi a rather profitable 
niche in eco-tourism and related services. The agro processing industry is 
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also growing rapidly. The high demand for commodities from China and 
other Asian countries, which began to have a large impact on world 
market prices already in the beginning of the 2�st century, has continued 
and made Malawi enjoy what experts judge to be a lasting improvement in 
the country’s terms of trade. The foreign debt, which had increased to 
dangerously high levels between 2005 and 2009, had been written off in its 
entirety in 20�0. Thanks to good governance and continuous progress in 
economic growth and tax collection, Malawi’s aid dependency has become 
drastically reduced by 2020.

According to UNDP’s Human Development Report 2020, Malawi 
remained one of the poorest countries in the world. It also failed to meet 
the Millennium Development Goal of reducing extreme poverty with 
fifty per cent by 20�5. Just the same, economic growth remained respect-
able, and prospects for the period 2020–2030 appeared good.



���

It should be stressed that it falls beyond the scope of the present study to 
make an evaluation of the HIV/AIDS policies implemented by the 
Malawian Government in collaboration with foreign donors and NGOs. 
We have, however, many times had occasion to refer to what is being 
done by various actors to confront the HIV/AIDS epidemic. In this 
concluding chapter, we will present a brief overview of today’s policies 
related to HIV/AIDS. Finally, we will also make a few policy recommen-
dations based on our findings. 

6.1	 Present	HIV/AIDS	Policies
The first case of AIDS in Malawi was diagnosed in �985, and the first 
government response came in �986. The initial efforts concentrated on 
preventing the further transmission of the virus, but lacked both funding 
and a coherent strategy. In retrospect, it may be said that several years 
were lost that could have been used to take more concerted action long 
before the HIV prevalence had reached the high level it had reached by 
the mid �990s.

The first comprehensive HIV/AIDS policy was formulated in �999, the 
so-called National HIV/AIDS Strategic Framework (NSF). Developed 
through a highly participatory process involving representatives from all 
sectors and civil society, including faith organisations and people living 
with HIV/AIDS, the NSF defined priorities for the national response. 

In recent years, more comprehensive HIV/AIDS policies based on the 
NSF have been formulated. The National AIDS Commission (NAC) was 
established in July 200� to coordinate the multi-sectoral implementation 
and mainstreaming of national HIV/AIDS policies. The most recent 
HIV/AIDS strategy was launched in 2003.�38 The policy provides guide-
lines to all HIV/AIDS programmes in Malawi and has two main goals: (a) 
“to prevent the further spread of HIV infection” and (b) “to mitigate the 
impact of HIV/AIDS on the socio-economic status of individuals, families, 
communities and the nation”. These goals will, according to the policy 
document, be achieved by pursuing the following specific objectives:
– to improve the provision and delivery of prevention, treatment, care 

and support services for people living with HIV/AIDS;

�38	 Government	of	Malawi,	Office	of	the	President	and	Cabinet/National	AIDS	Commission,	“National	HIV/AIDS	Policy.	A	Call	

for	Renewed	Action”,	October	�003

6.	Policy	Implications
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– to reduce individual and societal vulnerability to HIV/AIDS by 
creating an enabling environment;

– to strengthen the multi-sectoral and multi-disciplinary institutional 
framework for coordination and implementation of HIV/AIDS 
programmes in the country.

The overall philosophy underlying the national HIV/AIDS programme 
is based on 
– the basic principles of human rights and non-discrimination, which 

“should guide all HIV/AIDS-related interventions”; and
– the recognition of HIV/AIDS not only as a public health concern but 

as a social, economic and development issue, and the need to main-
stream HIV/AIDS into “all relevant policies, plans and pro-
grammes”. 

It would lead us too far astray from our specific study to describe in 
detail the various components of the programme. But in order to indicate 
the overall approach and government intentions, we may highlight a few 
key areas.

As regards prevention, the programme emphasises the need for 
information about HIV/AIDS and the need to work in close cooperation 
with civil society, including community-based organisations and tradi-
tional and religious leaders, as well as traditional healers, whose impor-
tant role in HIV/AIDS education is stressed. The programme is explicit 
in its concerns about dangerous customary practices and in the need to 
“sensitise and discourage traditional healers from making false claims 
about HIV/AIDS cures and prescribing practices that increase the risk 
of HIV infection”. The programme strongly endorses the use of condoms 
by ensuring that the government, through the NAC, undertakes to 
“ensure that affordable male and female condoms......of good quality are 
made available to all those who need them”. Among other preventive 
measures can be mentioned the heavy emphasis that the HIV/AIDS 
programme puts on the prevention of mother-to-child transmission 
(PMTCT) as well as on the necessity of reducing the prevalence of 
sexually transmitted infections (STIs) which, it is acknowledged, signifi-
cantly increases the risk of HIV infection.

A key role in prevention as well as for the treatment, care, and sup-
port of those living with HIV/AIDS. As is accorded voluntary HIV 
counselling and testing (VCT), and the government declares its commit-
ment to “promote and provide high-quality, cost-effective, totally confi-
dential, and accessible VCT services country-wide”. HIV testing should 
also be “routinely offered to all pregnant women attending antenatal 
clinics unless they specifically choose to decline”.

As regards the provision of drugs, the ARV therapy, provided free of 
charge�39 and expected to be expanded considerably in the coming few 
years, has been described earlier. If carried out according to plan, 
Malawi’s programme must be characterised as exceedingly ambitious in 
comparison with what is being implemented in virtually all other coun-
tries on a similar income level.

A programme of this kind must be regarded as virtually irreversible 
both from a humanitarian and political perspective in the sense that it 
would be very difficult to withdraw ARV drugs from the increasing stock 

�39	 Except	in	a	few,	private	clinics	where	a	rather	low	price	is	charged.
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of patients who have already begun the therapy. The long-term commit-
ment in terms of future demand for institutional, human and financial 
resources is therefore considerable.

The national HIV/AIDS policy document also contains a large 
number of concrete proposals directed to specific issues and target 
groups such as the national security forces, youth and adolescents, 
widows and widowers, homosexuals, people with disabilities, orphans, 
people engaged in transactional sex, and others. There is also a special 
national HIV/AIDS workplace policy.

Compared with the national HIV/AIDS policy document, though, 
Malawi’s Poverty Reduction Strategy Paper (PRSP) from 2002 is quite 
weak as regards HIV/AIDS. While the need to strengthen the health 
care system is repeatedly underscored, the stated objective of main-
streaming HIV/AIDS into all policy areas is not sufficiently well reflect-
ed in the PRSP, which may indicate a certain lack of coherence in overall 
government policies. The new PRSP, envisaged to be presented in 
December 2005, will, hopefully, contain a more comprehensive integra-
tion of HIV/AIDS policies in the overall poverty reduction strategy. 

The major problem related to the Malawi government’s present 
HIV/AIDS policies has to do with implementation rather than with 
policy formulation. Lack of material and, in particular, human and 
administrative resources, is a major constraint. The recently introduced 
Health SWAp initiative (see Chapter 4), whose primary objective is to 
recruit, train, and maintain health workers, is expected to alleviate the 
heavily strained situation in the health sector, but it is still too early to 
assess its impact.

Despite good intentions, the availability of VCT facilities is, as em-
phasised earlier, highly insufficient, not least in rural areas. The same is 
true for ARV therapy. The crowding-out, at least in a short-term per-
spective, of ordinary health care services by the envisaged scaling-up of 
ART also endangers health interventions against other killing diseases 
(such as malaria), as well as against diseases of direct relevance for the 
fight against HIV/AIDS (such as treatment of STIs and of HIV-related 
opportunistic infections). The ART programme is also surrounded by 
question marks in terms of the future availability of financial and other 
resources.

Less explicable, perhaps, than the insufficient availability of VCT and 
ART services is the shortage of distribution outlets for condoms in large 
parts of the country. Even in many places where occasional sexual 
relations are often established, such as urban hotels and bars and restau-
rants, condom supply is reported to be highly erratic. 

A further point of concern is the high dependency on foreign aid that 
characterises Malawi’s HIV/AIDS policies, and which may endanger the 
future sustainability even of present efforts. 

6.2	 Donor	Funding	and	HIV/AIDS	
While it has been difficult for Malawi to obtain food aid even in times of 
severe drought, as experienced during the difficult agricultural year 
2004–2005, foreign funding for HIV/AIDS programmes has been 
comparatively generous.

In previous chapters, we have presented some data on the extent of 
aid dependency of the Malawi state budget in general and of the HIV/
AIDS programme in particular. Suffice it here to highlight a few aspects 
of the important role played by the donor community.
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6.2.1	 General
Malawi’s aid dependency is high and increasing. The share of grants in 
government revenue is approaching 40 per cent (see Chapter 4). As a 
share of GDP, foreign grants are estimated to have reached �8.9 per cent 
in 2004/2005. With domestic savings low or negative (see Chapter 3.�.3), 
foreign aid in various forms can be said to finance all new investment in 
the country.

While we do believe that foreign aid will be important and play a 
largely positive role in Malawi in a short to medium-term perspective, we 
are deeply concerned about the long-term impact of a high and rising aid 
dependency. The need to manage a large number of foreign multilateral 
and bilateral donors, often with conflicting views and conditions as 
regards priorities, reporting procedures, and the like places a heavy 
burden on Malawi’s scarce administrative resources, and may serve to 
reduce the country’s ownership over its development policies. The 
financial sustainability of government HIV/AIDS policies can also be 
questioned if the share of funds raised from foreign donors rather than 
domestically becomes, or remains, very high. The danger of “Dutch 
disease” effects as a result of large inflows of foreign aid should also be 
taken into account (see Section 5.3.4).

6.2.2	 Financing	the	HIV/AIDS	Response
A large proportion of Malawi’s national HIV/AIDS policies has tradi-
tionally been financed externally through earmarked funds from both 
bilateral and multilateral donors. At present, less than one third of HIV/
AIDS-related expenditure is financed domestically and over two thirds 
from external sources. On the basis of committed – but not necessarily 
disbursed and spent – resources, the Global Fund (GF) to Fight AIDS, 
Tuberculosis and Malaria is by far the largest single contributor (39%). It 
is followed by the Malawi government (3�%), the UN family (�8%) and 
bilateral donors (�2%).�40

The agreement with the Global Fund, signed in 2003, envisages a 
total amount of USD �96 million to be spent on HIV/AIDS activities 
over a five-year period. The allocation has four main components: 
voluntary counselling and testing, prevention of mother-to-child trans-
mission, community-based home care and treatment and management of 
opportunistic infections and ARV drugs. In addition, there are two 
crosscutting components, namely health system strengthening and 
institutional support.

The most expensive part of the GF grant is envisaged to be the 
scaling-up of ARV therapy, estimated to reach 35 000 patients by De-
cember 2005�4� and to continue to be expanded with an additional 35–
45 000 new patients every year between 2006 and 20�0. By the year 
20�0, the number of patients who have ever started ARV therapy is, 
according to projections from the Ministry of Health, expected to reach 
245 000. The Global Fund is committed to financing the expansion up 
to 2008. After that, Malawi lacks a firm donor guarantee for the pro-
gramme.

Among other donor initiatives could be mentioned the agreement in 
2003 by four donors (Canadian CIDA, British DFID, Norwegian NO-
RAD, and the World Bank) to establish a common pooled account to 

�40	 Data	mainly	taken	from	UNAIDS,	“Financing	the	HIV/AIDS	Response	in	Malawi	�005–�009”,	June	�005,	and	various	

documents	from	the	Global	Fund,	Government	of	Malawi	and	UN	agencies.

�4�	 Approximately	�3	000	people	were	on	ART	in	June	�005.
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support the implementation of the national HIV/AIDS programme. In 
order to alleviate problems related to the need to handle different donors 
with different demands and requirements, these four agencies also 
agreed to define a common code of conduct and to harmonise proce-
dures for financial support.

Other global health initiatives relating to HIV/AIDS in Malawi 
include:
– The World Bank’s so-called multi-sector project, whose primary 

objective is to reduce HIV transmission and improve the quality of 
life of those infected and affected by AIDS;

– A large number of other programmes implemented by bilateral 
donors and UN agencies, such as UNICEF, UNDP and UNAIDS 
and international NGOs, including CARE and MSF (Médecins sans 
frontièrs).

6.3	 Policy	Proposals

6.3.1	 To	the	Malawi	Government
Malawi’s “National HIV/AIDS Policy” is in many respects similar to 
HIV/AIDS policies in other African countries. The various components 
of the programme – policy interventions related to prevention, care and 
treatment and mitigation – are addressed in a coherent way, and we 
strongly endorse the programme’s consistent emphasis on non-discrimi-
nation and human rights. A common observation among several of our 
interviewees is also that cooperation between government agencies and 
health workers and civil society organisations in the struggle against the 
HIV/AIDS epidemic has been continuously improved.

As indicated earlier, we are not in a position to assess the effectiveness 
in the implementation of the many different components of the HIV/
AIDS programme. Our observations will, for this reason, be limited to a 
few general remarks largely related to emphasis.

Our first observation is that prevention work has reached a difficult 
stage, as it must dare to address sensitive issues while avoiding antago-
nising traditional customs and authorities. General information cam-
paigns – posters, radio programmes, for example – still have a role to 
play, but since basic knowledge about the disease is as widespread as it 
is, education and information about sexual and reproductive rights 
must go beyond simple slogans about the existence of AIDS as a serious 
threat to deeper issues related to myths, prejudices, and norms of 
sexual behaviour. As stressed earlier, the weakest link in all HIV/AIDS 
prevention is not knowledge but the link between knowledge and 
behavioural change.

Issues that need to be tackled vigorously are, for example, dangers 
associated with initiation ceremonies, “dry sex”, and the importance of 
using condoms. Health workers and public sector employees alone 
cannot carry out this educational work; the outreach and credibility of 
the messages depend to a very large extent on the support that compre-
hensive and correct HIV/AIDS education is able to mobilise from 
community-based organisations, faith organisations, and traditional 
authorities and healers.

Deep-rooted male norms must be challenged. While abstention 
messages are likely to have limited effects, in Malawi as elsewhere in the 
world, extra-marital unprotected sex must be stigmatised. This is already 
happening to some extent, but the process can be accelerated through, 
for example, school education and authoritative campaigns by leading 
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politicians and by local or national celebrities, especially those with high 
credibility among the youth. 

Judging from experience from other countries that have been com-
paratively successful in the fight against HIV/AIDS, such as Thailand 
and, until recently, Uganda, it is imperative for all HIV/AIDS-related 
work to be able to count on the wholehearted support from the countries’ 
highest political leadership.

In several areas related to men’s sexual behaviour, education and 
information must be accompanied and backed up by legislation. Sexual 
abuse must be defined and declared illegal. Clear legal norms must be 
established – and enforced – as regards the age at which girls are permis-
sible, i.e. when men are allowed to enter into a sexual relation with 
adolescents. Sexual relations with young girls must be criminalised and 
socially stigmatised. Teachers having sex with their students must be 
severely punished.

The empowerment of women is by far the most important road to 
sustained progress in the fight against the spread of HIV/AIDS. Women 
must be made aware of their rights, including the right to their own 
bodies and the right to say no to sex. Legal and social norms protecting 
women’s rights must be enforced, and information about these norms 
should be included in the curriculum in the regular education system. 
The fact that traditional norms of male dominance in sexual relations 
are resilient to change makes it even more urgent to enforce changes in 
attitudes and legislation as soon as possible.

The high incidence of transactional sex, in which poor and vulner-
able women receive some material gain in exchange for sexual favours, 
highlights the fact that economic empowerment of women must go hand 
in hand with their empowerment in sexual relations. A coherent main-
streaming of HIV/AIDS into all sectors implies that women, whenever 
possible, should be given priority in public income-generating pro-
grammes – agricultural extension work, micro-credit schemes, employ-
ment-generating public works and food-for-work programmes, and so on.

Another key component of prevention is to expand existing VCT 
facilities. As discussed earlier, it is not only – or perhaps even primarily – 
people’s willingness to be tested that is the main problem; it is rather the 
lack of testing facilities in large parts of the country. 

From the point of view of cost-effectiveness, an improved distribution 
of condoms has often been found to be a low-cost option with potentially 
very high benefits in terms of reducing the number of new HIV infec-
tions. In Thailand, for example, the “�00 per cent condom campaign” 
launched in the early �990s and directed primarily to sex workers and 
their clients proved to be amazingly effective. While the situation is 
different in Malawi – not least because HIV has spread far beyond 
traditional “risk groups”, making the entire population a risk group – 
improved information and distribution of condoms is an essential com-
ponent of a successful prevention strategy. 

Another key issue is to improve the treatment of other sexually 
transmitted infections that, if untreated, greatly increase the risk of HIV 
transmission. To cure STIs is comparatively inexpensive and, of course, 
far less costly than to provide HIV patients with ARV. 

The mainstreaming of HIV/AIDS policies in Malawi includes 
ambitious programmes for prevention, treatment, and care in major 
public institutions and enterprises. Private sector companies have also, in 
many cases, started their own HIV/AIDS programmes. While these 
programmes often make sense from a strictly commercial point of view – 
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as discussed in Chapter 3, various studies from different countries have 
shown that HIV/AIDS programmes can be highly profitable for the 
individual company implementing them – the government could do 
more to encourage the replication of HIV/AIDS activities in the private 
sector. For example, all expenses related to HIV/AIDS prevention and 
treatment should, in our opinion, be made exempt from taxation and be 
treated as any other tax-deductible cost of production. 

6.3.2	 Recommendations	to	Foreign	Donors
To judge from interviews and written reports, the donor community has 
responded in a positive way in support of Malawi’s HIV/AIDS policies. 
Many multilateral and bilateral donors and financial institutions, NGOs 
and, last but not least, the Global Fund, are showing that they are willing 
to assist Malawi in the fight against HIV/AIDS. 

The number and diversity of foreign agencies and actors also create 
certain problems, however. For the Malawi government, with its severe 
human resource constraints, it is important to reduce the need to deal 
with a large number of donors with widely varying requirements as 
regards reporting, documentation, disbursement procedures, etc. The 
administrative burden is heavy. We therefore applaud recent initiatives 
from various bilateral donors to pool their resources in their support to 
HIV/AIDS programmes, as well as the so-called Common Approach to 
Budget Support in which four bilateral agencies (from the European 
Commission, United Kingdom, Norway, and Sweden) have agreed to 
coordinate their biannual reviews for united budget support. While these 
are positive steps, and with due respect for the need of the donors to 
monitor how their taxpayers’ contributions are being utilised, we are 
convinced that more could be done to harmonise and streamline donor 
procedures. 

Several components of Malawi’s HIV/AIDS programme are of a very 
long-term nature. Despite this, they lack long-term funding guarantees. 
It is, in our opinion, imperative for the sustainability of Malawi’s overall 
development policies, including the fight against HIV/AIDS, to mobilise 
an increasing share of domestic funds. We would nevertheless welcome 
explicit commitments from key donors, including the Global Fund, to 
continue to finance certain key activities, such as the scaling-up of the 
provision of ART and the sector support to the health sector (SWAp), for 
a period of at least ten years. 
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