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* The fisheries sector is very important to Malawi’s economy,
livelihoods, food security and biodiversity. One estimate puts the
total contribution of the sector at 7.2% of GDP while employing
700,000 people either directly or indirectly. Unfortunately,
there is evidence of extreme overfishing, with 50% more craft
than should be the case for maximum sustainable yield. Almost
90% of all nets used are illegal, with mesh sizes that are too
small, capturing juvenile and spawning fish which curtail the
reproductive capacity of fish species. This paper estimates that
in 2018, profit from the fisheries sector was more than 5 times
larger than the expected profit at maximum sustainable yield.
These unsustainable profits cannot last forever, and will likely
come at the expense of an imminent collapse in the fisheries
stock if unaddressed, as evidenced by the reduction and
possible extinction of the once prolific chambo species in Lake
Malawi.

The recommended intervention is to initiate a fishing by rotation
policy. The upfront costs involve painting the boats to designate
which days they are allowed to fish (MWK 0.3 billion), plus
foregone revenue in the first year (MWK 164.3 billion).
However, this would reduce effective fishing effort down to
2,475 ‘tull time' craft (from 18,000 currently) and avoid a
drastic reduction in the fisheries stock. In the long run this would
lead to an extra MWK 53.7 billion in sustainable revenue and
ongoing fishing costs of MWK 4.4 billion per year. For every
kwacha invested the return is 2.8.

In contrast, replacing the illegal nets does not pass a cost-benefit
test. This is because the upfront costs of the intervention are very
large — more than MWK 91.1 billion to replace the nets, plus
foregone (unsustainable) revenues of MWK 180.1 billion for
one year. Importantly, the intervention still leaves 18,000 vessels
in the waters of Lake Malawi and surrounding water bodies,
striving for the same limited pool of fish. While revenues are
MWK 55.4 billion, large operational costs of MWK 32.5 billion

are also incurred annually.

The fisheries sector in Malawi comprises two
subsectors; (i) capture fisheries, which is the
dominant sector and (i) the aquaculture sector.
For capture fisheries, Lake Malawi is the foremost
fishing area, responsible for most of the fish in
the region along with Lake Chilwa. The capture
fishery in Lake Malawi is highly diverse. It
consists of large-scale commercial, small-scale
commercial, and subsistence fisheries. Fishing
methods include trawling, hook and line, and
several others.

There is evidence of extreme overfishing in
Malawi. In many fisheries, overfishing manifests
as declining catch per vessel over time - o
pattern noficeable in Malawian data from 1993
to around 2005. However, the data in Malawi
show a potentially precarious frend where catch
per vessel actually started to increase substantially
from 2006 to 2018. Reports note that this is
likely due to a change towards greater use of
more efficient, but illegal unmeshed nets in the
country, which capture juveniles and spawning
fish, reducing the reproduction potential of fish
species. This has led a noficeable change in the
composition of species being caught in Lake
Malawi, with large pelagic fish being replaced
by smaller pelagic fish such as usipa. This paper
estimates that in 2018, the problem had become
so severe that Q0% of nets used were illegal

and profits in the secfor were more than 5x the
levels that support maximum sustainable yield. A
collapse in the fish stock may be imminent without



a drastic reduction in fishing effort.

Making crafts fish in turns is a feasible policy to halt
the depletion of fish stocks. Practically, this would be

accomplished by painting boats a different color,
designating the day(s) of the week they are allowed

to fish. Given the current use of illegal nets, only 2,475
vessels should be allowed in the fishery each day, down
from 18,000 vessels currently.

Figure 1: Cost and Benefits of Fishing by Rotation

The cost of fishing by rotation includes the cost of

painting all fishing craft (MWK 271 million) and the

cost of sensitizing the fishing community (MWK 485
million). There is also the loss of revenue associated with
dramatically reducing the number of boats in the first year

(MWK 164,346 million).

However, from the second year onwards, revenues
would be higher than they otherwise would be because
the fisheries avoid collopse. The additional revenue is
MWK 53,687 million per year. Since there are fewer
effective craft, the ongoing costs of the entire fisheries
sector is relatively small at MWK 4,445 million. The
benefit for every kwacha spent is 2.8 kwacha.
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SUMMARY TABLE

Intervention ‘ BCR Rating ‘ Costs MWK, millions Benefits MWK, millions
MWK 164,346 million in lost revenue for
one year
2.8 Fair - _
- . (100% MWK 756 million for boat painting and MWK 53,687 m|.|||.on peryearin.
Fishing by rotation ; , o revenue due to avoiding a collapse in
economic community sensitization
fish stock
benefits)
MWK 4,445 million per year in fishing
costs
MWK 180,163 million in lost revenue for
one year
0‘7 P°°/°r MWK 91,111 million to replace all nets MWK 55.428 mill '
Replace 60,000 (100 g WK 55,428 million per year in
ilegal nefs economic M _ . revenue due to avoiding a collapse in
benefits) WK 367 million for community fish stock
sensitization
MWK 29,250 million per year in fishing
costs

Note: BCRs are based on costs and benefits discounted at 8% (see accompanying technical report). BCR ratings are determined on the following

scale N EEIERIEERENE] Good, BCR5:15; Fair, BCR 1-5; ENIEEEE s troffic light scale was developed by an Eminent Panel including several

Nobel Laureate economists for a previous Copenhagen Consensus project that assessed the Sustainable Development Goals.

o Eoiaimn policy will
avoid a collapse of
the fisheries stock
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Malawi Priorities: Background

Malawi Priorities is a research-based collaborative project implemented by the National Planning Commission (NPC) with
technical assistance from the African Institute for Development Policy (AFIDEP), and the Copenhagen Consensus Center (CCC) to
identify and promote the most effective interventions that address Malawi’s development challenges and support the attainment
of its development aspirations. The project seeks to provide the government with a systematic process to help prioritize the most
effective policy solutions so as to maximize social, environmental and economic benefits on every kwacha invested. Cost-benefit
analysis is the primary analytical tool adopted by the project. Cost-benefit analysis will be applied to 20-30 research questions of
national importance. Research will take place over the course of 2020 and 2021.

Research questions were drawn from the NPC's existing research agenda, developed in September 2019 after extensive
consultation with academics, think tanks, the private sector and government. This sub-set was then augmented, based on input
from NPC, an Academic Advisory Group (AAG) of leading scholars within Malawi, and existing literature, particularly previous
cost-benefit analyses conducted by the Copenhagen Consensus Center. The research agenda was validated and prioritized by
a Reference Group of 25 prominent, senior stakeholders. The selection of interventions was informed by numerous consultations
across the Malawian policy space, and one academic and two sector experts provide peer review on all analyses.

Cost-benefit analyses in Malawi Priorities consider the social, economic and environmental impacts that accrue to all of
Malawian society. This represents a wider scope than financial cost-benefit analysis, which considers only the flow of money, or
private cost-benefit analysis, which considers the perspective of only one party. All benefit-cost ratios (BCRs) reported within the
Malawi Priorities project are comparable.

The cost-benefit analysis considered in the project is premised on an injection of new money available to decision makers, that can
be spent on expanding existing programs (e.g. new beneficiaries, additional program features) or implementing new programs.
Results should not be interpreted as reflections on past efforts or the benefits of reallocating existing funds.

Inquiries about the research should be directed to Salim Mapila at
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