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modern, ideally renewable, energy services to aid development and catalyse the 
transition to a modern, low carbon economy. There is an acknowledged need for 
reforms in Malawi’s energy sector that will create an enabling environment for 
additional private sector and community/household participation in the wider 
energy supply industry. Reforms will ideally involve the establishment of a 
legislative, institutional and regulatory landscape which provides stability, clarity 
and direction, while also ensuring longer- term environmental, social and economic 
sustainability. There is also a strong need to consider investments that go beyond 
the immediate ‘capital costs’ of installing renewable energy systems. These 
include, but are not limited to; developing enforceable standards for equipment, 
and mainstreaming energy efficiency requirements into public and social 
infrastructure planning, training the skilled workforce that will be required to 
manage and maintain complex renewable energy systems, developing a wider 
understanding of the limitations of systems installed and managed at the 
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Executive Summary  

Access to modern energy and economic development are inextricably linked. While debates 
concerning the ‘direction’ of the relationship between the two variables are likely to persist, for a 
country like Malawi they are mutually reinforcing; access to modern energy is vital to unlocking the 
latent potential of the economy’s productive sectors, while the availability of modern energy will be 
influenced by the extent to which prevailing economic and political conditions are favourable to both 
public and private investment in energy generation, transmission and distribution.    

Although Malawi is technically a ‘low-carbon society’, this status is attributable mainly to the 
widespread lack of access to modern energy sources. For the vast majority of Malawians, the principle 
source of primary energy is biomass. Data gathered during the most recent national census indicates 
that the overwhelming majority of both rural and urban Malawians are dependent on firewood and 
charcoal for cooking, and paraffin lamps or candles for lighting. This overwhelming dependence on 
biomass is indicative of a ‘traditional’ low carbon society. For Malawi to transition to a ‘modern’ low 
carbon society will necessitate a considerably increased share of renewable, ‘modern’ energy sources 
in the energy mix. The reality is however that biomass is likely to remain the dominant component of 
Malawi’s energy mix in the near-to-medium term future, and that without sustained attention to 
biomass management, Malawi will not achieve energy security. To realise a sustainable transition to a 
modern low carbon society will require the deployment of technologies that can make biomass 
consumption more efficient, such as improved cook stoves, and others that can increase access to low-
carbon alternatives to biomass energy, such as community managed energy ecosystems.  

Currently, there are several barriers to private and community participation in the energy supply 
industry (ESI).  The Energy Supply Company of Malawi (ESCOM), which enjoys a government-
backed monopoly on electricity generation, transmission and distribution, has an installed capacity of 
only 302Mw, 94% of which is generated from hydro installations with the remainder derived from 
diesel generators. The current national grid loses around 18 – 22 percent of generated electricity 
during transmission, with the result that demand for electricity has consistently outstripped supply by 
a significant margin since the 1980s. Many industries and service sector businesses have been 
compelled to make up for this shortfall by procuring private generation systems, the financial burden 
of which is often passed onto consumers.  

Over the last three years there has been increased attention on the provision of modern, ideally 
renewable, energy services to aid development and catalyse the transition to a modern, low carbon 
economy. This has assumed diverse forms, including the UN’s Sustainable Energy for All initiative 
and the Malawi Renewable Acceleration Programme (MREAP).  To enhance opportunities for further 
access to investment finance there is an acknowledged need for reforms in Malawi’s energy sector that 
will create an enabling environment for additional private sector and community/household 
participation in the wider energy supply industry (ESI). Reforms will ideally involve the establishment 
of a legislative, institutional and regulatory landscape which provides stability, clarity and direction, 
while also ensuring longer- term environmental, social and economic sustainability. The fundamental 
components of such a framework are already in place, with several existing legislative instruments 
outlining and enabling reform of the ESI, and a number of institutions with the mandate to oversee 
and facilitate investment. Thus far, however, proposed reforms have not been taken forward into the 
implementation phase.  The task ahead therefore, is to translate proposed reforms into decisive 
action, and to build the capacity of existing institutions (at all levels in Malawi) in order that they may 
effectively fulfil their designated functions.    

There is also a strong need to consider investments that go beyond the immediate ‘capital costs’ of 
installing renewable energy systems. These include, but are not limited to;  
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 Developing enforceable standards for equipment, and mainstreaming energy efficiency 
requirements into public and social infrastructure planning   

 Training the skilled workforce that will be required to manage and maintain complex 
renewable energy systems  

 Developing a wider understanding of the limitations of systems installed and managed at 
the community level.  

 

Effective reform of the energy sector will be a costly, complicated and time consuming process. 
Resource constraints are likely to induce the Government of Malawi to look to international sources of 
finance, including climate finance, in order to advance these aims. Currently however, only $35 
million of climate finance has been earmarked for disbursement in Malawi. Nevertheless, as a Least 
Developed Country, Malawi is eligible to access funding from a diverse array of sources, including the 
Least Developed Country Fund and the recently established Green Climate Fund.  

Development partners, including the Scottish Government, are well placed to provide technical 
assistance (and finance) to Malawi in its transition to a modern low carbon society. Whilst large, 
multi-lateral bodies and international financial institutions are perhaps best placed to support large 
scale, infrastructural investments, the Scottish Government can take advantage of its expertise in the 
field of renewable energy to consolidate its position as a social/community energy development 
partner. Going forward, specific areas around which the Scottish Government may provide 
constructive assistance include:  

 Fostering the development and implementation of district-level plans for the development 
of energy ecosystems  

 Conducting policy analysis for financial access to enable Malawi to take advantage of the 
diversity of opportunities around financing different elements of an effective renewable 
energy strategy.  
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1. Introduction 

Under the auspices of the Malawi Renewable Energy Acceleration Programme an evaluation was 
undertaken in 20121  which assessed the status of ‘off-grid’ community and household energy systems 
in Malawi.   As part of this work a paper entitled ‘Energy Enables’2 was produced which laid out the 
process ‘required to enable Malawi to provide access to modern energy services for citizens in line 
with the aims of the UN Secretary General’s ambition of achieving full access (globally) by 2030’.  The 
paper presented a policy process for MREAP with the Scottish Government and the Government of 
Malawi to take forward issues related to the development of an effective ‘Energy Policy’ that would 
focus on renewable energy and financing.  Unfortunately, due to financial constraints and changes in 
Malawi, this process was not possible to implement during this period.  However the final stages of 
the MREAP programme provide an opportunity to revisit a 
number of issues that were raised in that paper, examine 
the important contextual changes that have occurred, and  

indicate how the ongoing learning from MREAP could help 
inform future work on energy and climate policy in  
Malawi.   

Critical changes that have taken place since the original 
paper include: 

 Growing attention on Sustainable Energy for All and 
the target of access to Modern Energy Services (see 
Box 13).  This is reflected in the current draft 
Sustainable Development Goal 7: ‘Ensure access to 
affordable, reliable, sustainable and modern energy 
for all’4;  

 Increased understanding of the way that access to 
reliable energy contributes to the resilience of 
households and communities to climate change 
threats5;  

 New, novel technical solutions to challenges 
surrounding costs, reliability and maintenance that 
are designed towards effective use of systems and 
appliances at the individual, household and 
community level;  

 The emergence of new models of community ‘off-grid’ renewable energy systems such as 
those developed and implemented through MREAP itself and other approaches such as 
rechargeable battery kiosks funded in part by the Scottish Government.   

 An emerging understanding of the nature of investment decision making for both public 
and private investment in energy generation and distribution that does not ‘lock on’ to high 
carbon inputs in a country with an abundance of renewable energy resources;  

 

1 See:  http://www.strath.ac.uk/eee/energymalawi/ 
2 Attached in Annex 4 
3 IEA (2014) World Energy Outlook – Methodology for Energy Access analysis OECD/IEA www.worldenergyoutlook.org  
4 Open Working Group proposal for Sustainable Development Goals.  Full report of the Open Working Group of the General Assembly on 
Sustainable Development Goals.  Document A/68/970 Available at http://undocs.org/a/68/970  
5 See for example Practical Action (2013).  Energy and Adaptation.  Exploring how energy access can enable climate change adaptation.   

 Household access to a minimum 
level of electricity (not defined) 

 Household access to safer and 
more sustainable (i.e. minimum 
harmful effects on health and the 
environment) cooking and 
heating fuels and stoves;  

 Access to modern energy that 
enables productive economic 
activity e.g. mechanical power for 
agriculture, textile and other 
industries;  

 Access to modern energy for 
public services e.g. electricity for 
health facilities, schools and 
street lighting.   

Box 1: Characteristics of Modern 
Energy Access 

http://www.worldenergyoutlook.org/
http://undocs.org/a/68/970
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 Changing characteristics of development and private finance for long term infrastructure 
investment in the energy sector (including large scale ‘on grid’; off-grid and mini-grids; 
stand-alone systems (especially solar) and use of biomass);  

The aim of this paper is to broaden the discussion of the issue of access to modern energy services 
within a modern low carbon economy as well as consider further some of the issues raised in 2012 
(see Annex 3-4). 

 

 

This paper is not intended to be comprehensive but instead aims to provide a ‘snap-shot’ of issues and 
approaches.  The first section will provide an overview of Energy and Development in Malawi 
including issues of energy security. This will be followed by a section on climate change (mitigation 
and adaptation) within the overall transformation to a modern Low Carbon Economy and a section 
examining the challenge of reliance on biomass for cooking and whether a ‘Malawi-wide’ approach is 
required to address supply and demand issues for rural and urban populations as well as the 
livelihoods supported along the biomass value chain.   

All the matters drawn out in these sections have one thing in common -   the need for a suitable policy 
framework to support public and private (domestic and international) investment in the energy 
sector.  The development of a suitable policy framework is discussed in section 5.  The paper 
concludes with some ideas for a ‘way forward’ that focus on the development of household, 
community and social infrastructure6 . 

 

6 See for instance the Malawi Compacts Power Sector Reform Project which is part of the wider Millennium Challenge Corporation input 
into the energy sector in Malawi of around US$350,000,000 https://www.mcc.gov/pages/countries/program/malawi-compact   

The Challenge for Malawi 

To develop a policy framework that supports the use of a mosaic of funding options for investment 
in the infrastructure to support the diverse energy requirements of Malawi  that can enable the 
acceleration of social and economic development within a modern energy secure low carbon 
economy. 

A Global Challenge 

Comparisons of carbon emissions across countries and continents indicate huge disparities in 
access to electricity. While New Yorkers, for example, consume an annual average of 2050 khW per 
capita, the corresponding figure for the whole of sub-Saharan Africa (minus South Africa) stands at 
just 52 kWh. Given this inequality, are those consuming the most willing to create the space for 
those consuming the least to meet their basic needs?  

 

https://www.mcc.gov/pages/countries/program/malawi-compact
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2. Energy and Development - Malawi 

Recent analyses of Malawi’s energy situation indicate a number of challenges including increasing 
energy demand, financing, human resource and training shortcomings as well as regulation and 
governance deficits. 7 However, they also acknowledge the  potential breadth of renewable energy 
resources in Malawi including solar, wind, biomass (including industrial wastes), hydropower and 
geothermal.  It is clear that ‘holistic’ approaches are crucial for strengthening Malawi’s energy sector, 
which will require radical political and governance decisions.’8  

Social value and energy system sustainability 

Although numerous studies have established a strong causal relationship between the consumption of 
modern energy and macro-economic development, disagreements persist regarding the ‘direction’ of 
the relationship.9 That is to say, it remains unclear whether energy consumption precedes macro-
economic development, or vice versa. In reality, for a country like Malawi the two are complementary. 
Access to modern energy inevitably enhances productive sectors of any economy, and a successful 
energy supply industry capable of satisfying latent demand is predicated upon enabling levels of 
institutional, legal, fiscal and political development. In other words, the relationship between access 
to energy and development is mutual, and complementary.10 

The MREAP programme has been involved in detailed work around community engagement in the 
selection of key areas for investment as well as the design 
of an approach to longer term management.  This 
approach led to the installation of a range of systems 
which are now being run ‘for real’ by communities.  This 
approach would appear to chime well with work on ‘mid-
scale’ systems i.e. beyond individual devices or 
individual households.  There is a need, as MREAP has 
demonstrated, to move beyond the technology itself so 
that the communities can identify what creates positive 
value for them.  If the MREAP model is viable it will be 
this element that could emerge as a ‘critical’ condition 
for scale-up of community level modern energy services.  
This is the element that will either have enabled ‘positive 
feedbacks that enable them [community energy systems] 
to grow over time, delivering even greater value, or 
ultimately fall into disrepair and disuse, as the 
community remains in poverty.’ 11   

 The Energy Supply Industry in Malawi 

Malawi’s energy sector remains underdeveloped, and this complicates efforts to unlock the country’s 
potential and improve the prospects of its population.  A recent review of the sector observed that 
although it had received some official attention, largely through “feasibility studies of alternative 
supply sources… …no course of action has been undertaken to implement long-term plans for the 

 

7 Collen Zalengera et al (2014).  Overview of the Malawi energy situation and A PESTLE analysis for sustainable development of renewable 
energy. Renewable and Sustainable Energy Reviews 38: 335-347 
8 Ibid p 346 
9 ECA (2014) Correlation and Causation Between Energy Development and Economic Growth, pg. 18, available at 
http://dx.doi.org/10.12774/eod_hd.january2014.eca, accessed 25/02/2015 
10 Ibid 
11 Miller et al  

There is an understandable tendency to 
equate energy with electricity. While 
electricity arguably represents the ‘ideal’ 
energy source for commercial, industrial 
and domestic consumption, it is important 
to point out that only 7.2 percent of 
Malawians use electricity for lighting, and 
only 2 percent use electricity for cooking. 
The rest are dependent upon firewood and 
charcoal as their main source of energy. In 
total, only 10 percent of Malawians have 
access to electricity at all.  

 

Box 2: Energy in Malawi 

http://dx.doi.org/10.12774/eod_hd.january2014.eca
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sector. National budget allocation to the energy and mining sector has remained well below 1 percent 
of the total national budget for the past 15 years [the highest ever allocation to the sector was 0.53 
percent of the national budget in 2010]” 12.  

The short term effects of the underdeveloped energy sector are pronounced: the national electrical 
grid, which is accessible to only one percent of the rural population, has degraded to the point that 
between 18 and 22 percent of generated electricity is lost in transmission’.13 In consequence, 
electricity supply is extremely unreliable, and Malawi loses up to $16 million annually as a result of 
power cuts. Most commercial and industrial establishments are thus often compelled to procure 
private electricity generation systems (usually diesel generators, though there are indications that PV 
panel use is proliferating), the burden of which is passed on to consumers in the form of higher costs 
for goods and services.14  

Electricity generation in Malawi is 99 percent dependent on hydropower, with the majority generated 
from one river. There is, however significant scope for the development of alternative renewable 
sources of energy.15   

At the household level, the energy sources for the key activities of cooking and lighting are displayed 
in the table below: 

Table 1: Energy sources for household activities of cooking and lighting 

Energy Source Cooking Lighting 

Rural  Urban Urban Rural 

Firewood 95.7% 41.8% 2.9% 0.4% 

Charcoal 1.7% 43.4% N/A N/A 

Paraffin 1.2% 0.7% 92.5% 46.5% 

Gas 0% 0.1% 0% 0% 

Electricity 0.4% 13.6% 7.2% 1.9% 

Candles N/A N/A 1.1% 15.3% 

Other 1% 0.5% 1.6% 0.3% 

(Source: Malawi census, main report, 2009) 

The potential to reform and diversify Malawi’s energy sector is clear. Numerous sources of renewable 
energy remain undeveloped, and the demand for energy has consistently outstripped supply by a wide 
margin since the 1980s16. Despite its status as one of the poorest countries on Earth, Malawi’s 
economy has witnessed steady growth over the past decade, and in all likelihood this trend will 
continue. Future growth must be predicated on enhanced access to modern energy sources. In the 
interest of inclusive, low-carbon development, reform of the energy sector must also entail the 
extensive deployment of renewable technologies.  

 

 

 

12 Gamula E., Hui & Peng (2013) An Overview of the Energy Sector in Malawi , Energy and Power Engineering, 2013, Vol.5, pp. 8-17 
13 Ibid 
14 Ibid 
15 Government of Malawi, National Energy Policy (2003) – note that whilst these statistics are drawn from a somewhat dated source, there 
is no indication that the situation has changed noticeably since 2003.  
16 Gamula E., Hui & Peng (2013) An Overview of the Energy Sector in Malawi , Energy and Power Engineering, 2013, Vol.5, pp. 8-17 
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Summary 

1. There is a mutual and complementary link between energy access and wider socioeconomic 
development  

2. Interventions geared towards increasing access to energy trifurcated: community level, 
middle-level and national level.  

3. Malawi’s urban and rural population relies almost exclusively on biomass (wood / charcoal) 
for cooking;  

4. There is a clear shortage of energy for industrial and economic development nor for social 
infrastructure including government offices.     
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3. From a traditional to a modern low 
carbon society?  

What do we mean by a policy to support renewable energy development? 

Given the 24 years since the publication of Intergovernmental Panel on Climate Change’s (IPCC) first 
report,17 how can domestic climate policy making be taken forward effectively?18  A policy may be 
defined as a ‘broad statement of purpose and process for addressing a particular social, economic or 
environmental issue. The intent of a policy is implemented via policy instruments such as regulatory 
(for example, laws and regulations); economic (for example, taxes, subsidies); expenditure (for 
example, research and development, education and awareness, targeted projects and 
programmes); and institutional instruments (for example, sector strategies).’19 

The transition to a modern low carbon society in Malawi (and in other countries) will need to 
consider the use of all levers for change; ‘ top down targets linked to command and control processes 
as well as incentives and market mechanisms (including investment planning20) to support 
behavioural change and innovation’.21 However these mechanisms will need to be supported by 
procedural measures that will support transparency, accountability and inclusion.  Procedural 
measures can help to build support from a range of non-state actors for domestic measures.  Effective 
ex-ante and ‘real-time’ monitoring can ensure that the measures do not place unfair burdens on poor 
and marginalised communities. 22  

Energy security and energy access 

With limited natural resources, high levels of poverty and low access to modern energy services, 
Malawi faces several ‘capacity’ issues in relation to the development of a coherent policy framework. 23 
Malawi is already a ‘low carbon society’ in that biomass is the primary energy source for Malawian 
citizens and even what electricity is available on the grid (which is accessible to 10% of citizens 
intermittently) is from hydro-power. Malawi has a low use of non-renewable energy (mainly for 
transport, paraffin lighting and diesel generators) and yet it is currently very energy insecure.  In the 
recent past it has been subjected to import restrictions (due to foreign currency shortages) on fuel for 
transport.  The country continues to struggle to develop an appropriate response to the short and 
longer term issues of energy security including access to biomass for heating and lighting that doesn’t 
contribute to wider environmental insecurity; energy for industrial and economic development as well 
as for social infrastructure essential to meet current MDGs and the future Sustainable Development 

 

17 J.T. Houghton, G. J. Jenkins and J.J. Ephraums (eds.) Climate Change.  The IPCC Scientific Assessment (Cambridge, 1990).  Available at 
https://www.ipcc.ch/publications_and_data/publications_ipcc_first_assessment_1990_wg1.shtml  
18 Marvin Waterstone.  Adrift on a Seal of Platitudes: Why We Will Not Resolve the Greenhouse Issue. (1993) Environmental Management  
17(2) 141 
19 Darren Swanson & Suruchi Bhadwal (eds.) Creating Adaptive Policies.  A Guide for Policy-Making in an Uncertain World.  International 
Institute for Sustainable Development, The Energy and Resources Institute and International Development Research Centre.  (Sage 2009). 
Available at http://www.idrc.ca/EN/Resources/Publications/Pages/IDRCBookDetails.aspx?PublicationID=51 (26/10/14) 13 
20 UNEP.  Towards a Green Economy: Pathways to Sustainable Development and Poverty Eradication – A synthesis for Policy Makers.  
www.unep.org/greeneconomy Karen Morrow Rio+20, the green economy and re-orienting sustainable development.  (2012) 
Environmental Law Review 14(4) 279   
21 Swanson & Bhadwal supra n 13  
22 See for instance The Independent Commission on Good Governance in Public Services.   The Good Governance Standard for Public 
Services  
OPM and CIPFA 2004 available at http://www.jrf.org.uk/system/files/1898531862.pdf (27/10/14) 
23 Kambewa and Chiwaula supra n7; see also Gregory E. T. Gamula et al (2013).  An Overview of the Energy Sector in Malawi.  Energy and 
Power Engineering 5: 8 - 17 

https://www.ipcc.ch/publications_and_data/publications_ipcc_first_assessment_1990_wg1.shtml
http://www.idrc.ca/EN/Resources/Publications/Pages/IDRCBookDetails.aspx?PublicationID=51
http://www.unep.org/greeneconomy
http://www.jrf.org.uk/system/files/1898531862.pdf
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Goals.  This includes the important and ambitious target (linked to the UN SE4ALL) of ensuring 
universal access to affordable, reliable and modern energy services by 2030.24  

Whilst it is possible to focus on the ‘four As of energy 
security’: availability, accessibility, affordability and 
acceptability - it can be argued that this provides a limited 
concept of energy security.25  Box 3 indicates some additional 
issues that need to be considered when considering the 
policy framework to support effective investment in modern 
energy services.  For example if consideration is given only to 
the availability of biomass for cooking then there would be 
concerns in Malawi that, even with improved cook stoves, 
the long term consumption of wood fuel and charcoal would 
create vulnerabilities in the supply chain, impacting on  the 
ability of forest/tree resources to supply the demand across 
the country.26 This could potentially result in a downward 
spiral in both the availability of biomass and the related 
damage to important ecosystem services including regulation 
of watershed / water recharge to aquifers.  Some of the issues 
relating to cook stoves /biomass are addressed in Section 4 
below. 

Energy affordability 

Affordability of energy is clearly one element of access.  The provision of modern energy services (at 
the household and community levels as well as for social service provision) will need to take into 
account issues of affordability.  However the way that affordability may be interpreted will vary 
depending on who is being asked. Table 2 indicates some of the answers that might need to be 
considered when considering affordability for different stakeholders.   

Table 2: Different interpretations of affordability - the importance of asking 'Security 
for Whom?'27 

Affordability for whom? Energy prices should be….. 

Households and private consumers Low compared to household income 

Industry and Businesses Low compared to competitors prices 

Nations Low enough to ensure the energy import bill is small 
compared to export earnings (especially if fossil fuel 
imports) 

Energy companies and investors High enough to ensure sufficient profitability for 
energy companies and investors 

 

Addressing the issue of energy security in Malawi necessitates going beyond the four As, to arrive at a 
definition of access which considers the following:  

 Availability: A technical possibility to use it and this may include connection charges 

 

24 See Open Working Group proposal for Sustainable development Goals  
25 Aleh Cherp & Jessica Jewell (2014).  The concept of energy security:  Beyond the four As.  Energy Policy  75: 415-421   
26 See for instance Patrick Kambewa and Levison Chiwaula (2010).  Biomass Energy use in Malawi.  IIED; Patrick Kambewa et al (2007).  
Charcoal:  the reality.  A study of charcoal consumption, trade and production in Malawi.  IIED.  
27 See page 418 Cherp & Jewell note 17 and references contained therein.   

Need to consider ‘low 
vulnerability of vital energy 
systems’ i.e. those that support 
critical social function.   

Need clarity on risks to energy 
supply i.e. is the system ‘robust’ – 
what alternatives are there?   

Security of supply for whom?   

 Households? 

 Industry / business 

 Social services / 
government 

Box 3: Energy Security 
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 Affordability: A price that is not prohibitive for use to meet minimum standards and 
where ‘spare parts’ and ‘repair’ services are possible  

 Adequacy: Sufficient supply for the proposed requirements e.g. maize mill which has a 
high load;  

 Acceptability: Delivery in an appropriate format – especially important around cook 
stoves  

 Convenience:  A supply that is easy to use (and pay for – especially in rural areas with 
limited banking services) including being located nearby, available at desired hours of the 
day and safe to use  

 Reliability: The supply must be of the right quality e.g. voltage level and be usable for 
most of the time 

  

Climate Change Policy in Malawi 

Energy policy in Malawi will need to consider the Government of Malawi’s response to Climate 
Change mitigation and adaptation, the potential funding sources for government action and increased 
pressure from civil society for addressing the issue of access to modern energy services.  This will help 
to ensure that when long-term investment decisions are made in countries with limited access to 
modern energy services, the focus remains on ‘low carbon’ investment and development. A focus on 
‘low carbon’ investment may incur short term higher investment costs that conventional power 
stations using fossil fuels (oil / gas) but could, over the life time of the investment (30 – 50 years) 
increase energy security where import of fossil fuels is a necessity e.g. in Malawi. 

In 2012 the Government of Malawi (GoM) published a National Climate Change Policy28 that was 
based on a review of the environment in Malawi supported by UNEP and UNDP in 2010.29 It is 
aligned to the Malawi Growth and Development Strategy 2 and the Vision 202030 for the country i.e. 
located within a development paradigm rather than specifically a climate change paradigm.  The GoM 
has prepared a National Climate Change Investment Plan (NCCIP) which focuses on increasing 
climate change investment in Malawi.  Within this plan the GoM recognises that ‘a key function of 
this NCCIP is to facilitate the mobilisation of funds from DPs.’31  To support the wider work of the 
GoM ,a Climate Action Intelligence Database has been established  to track who is doing what around 
climate change in Malawi.32  The actual mechanisms that will be used in Malawi are likely to depend 
on the financing agency that will fund individual projects.   

 

28 Government of Malawi, Environmental Affairs Department, Ministry of Environment and Climate Change Management.  National 
Climate Change Policy 2012 available at: 
http://www.cepa.org.mw/documents/legislation/policies/Malawi%20National%20Climate%20Change%20Policy%2014%20Dec.pdf  
29 Government of Malawi Ministry of Natural Resources, Energy and Environment. Malawi State of Environment and Outlook Report.  
Environment for Sustainable Economic Growth.  2010 available at:  
http://www.unpei.org/sites/default/files/e_library_documents/Malawi%20State%20of%20the%20Environemnt%20and%20Outlook%20
Report_2010.pdf (27/10/14) 
30 Malawi Vision 2020 available through http://www.sdnp.org.mw/malawi/vision-2020/ (27/10/14) 
31 Government of Malawi Ministry of Environment and Climate Change Management Environmental Affairs Department.  National Climate 
Change Investment Plan 2013 – 2018 Available at:  http://www.nccpmw.org/ Note that Malawi has a high level of decentralisation to 
District and Traditional Authority level of policy implementation which poses a challenge for qualified staff retention in remoter areas with 
limited existing facilities e.g. electricity and water.   
32 Supported by UNDP and the Japanese Government and available through: http://www.nccpmw.org/ (27/10/14) 

http://www.cepa.org.mw/documents/legislation/policies/Malawi%20National%20Climate%20Change%20Policy%2014%20Dec.pdf
http://www.unpei.org/sites/default/files/e_library_documents/Malawi%20State%20of%20the%20Environemnt%20and%20Outlook%20Report_2010.pdf
http://www.unpei.org/sites/default/files/e_library_documents/Malawi%20State%20of%20the%20Environemnt%20and%20Outlook%20Report_2010.pdf
http://www.sdnp.org.mw/malawi/vision-2020/
http://www.nccpmw.org/
http://www.nccpmw.org/
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However Malawi will need to use a mixture of private and public sector investment for energy 
production.  This requires a clear enabling investment environment but without an updated energy 
policy33 this is unlikely to happen in the short term. 

Summary 

As yet there is no clear vision of the transition to a modern low carbon society in Malawi. 
Development partners (bilateral, multilateral and NGOs) currently provide relatively small scale 
investments into adaptation e.g. agriculture and development of modern energy services. However, 
unless Malawi is able to develop a degree of ‘certainty’ in relation to the energy sector (e.g. agree the 
Feed in Tariff rates that would support private sector investment) then modernisation of the energy 
sector will remain extremely slow.  Without this investment Malawi seems destined not to make the 
transition to a modern low carbon society. 

It will be vital for the Government of Malawi with support from donor partners (of all types) to design 
a facilitative energy investment framework that takes into account the need for modern energy 
services in a secure, equitable and accessible manner whilst maintaining a low carbon focus.   

 

 

 

 

  

 

33 Current Malawi Energy Policy dates from 2003.  Available from: 
http://www.cepa.org.mw/documents/legislation/policies/malawi_energy_policy_22_feb_07.pdf (27/10/14)  

http://www.cepa.org.mw/documents/legislation/policies/malawi_energy_policy_22_feb_07.pdf
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4. Biomass: a ‘Malawi wide’ approach?  

The availability of biomass fuels will remain the primary energy concern for the majority of 
Malawians, even if there is a medium/term increase in the availability of renewable sources for 
electricity production. Despite the increase use of fuel-efficient stoves and propane stoves by the 
middle class, in the context of an increasing population, heightened pressure is likely to be exerted on 
biomass resources from farmlands, plantations and natural forests.  

In order to address at least some of  these issues programmes, such as  MREAP, have been involved 
with NGOs who are working on the development and distribution of improved cook stoves to rural 
communities in Malawi with a focus on local manufacture as a possible ‘business development model’. 
Developing improved cook stoves and seeing their wide spread adoption faces many challenges 
including:  

 Acceptability of stoves for cooking:  Recent evidence examining the use of cook-
stoves in West Africa shows that where households own more than one stove (traditional 
and improved) they will use stoves at various times to cook specific dishes. Acceptability is 
more than a simple notion of use for some elements of a household cooking operations but 
whether or not the new improved cook stoves totally replace inefficient traditional stoves 34  

 Rebound Effect: In addition there is a the risk that even if an improved stove uses less 
wood / charcoal for cooking a particular dish e.g. rice, the ability to cook efficiently may 
mean that stoves are used more frequently thus not saving wood /charcoal.35  

 Managing and investing in forest land resources?  In Malawi wood and charcoal 
could be seen as ‘potentially a renewable forest product.  But current production methods 
and distribution modalities in Malawi prevent reinvestment in the next cycle of harvest’36 
Malawi needs to be able to manage its forest land resources fully so that they contribute 
effectively to ‘national prosperity’ now and for the foreseeable future.   

 Biomass as central to Malawi energy strategy?  Unless there are major innovations, 
wood fuel and charcoal are likely to remain the primary sources of energy for cooking for 
rural and urban populations.   

 Building biomass energy security through sustainable forest land 
management.  Energy security should focus clearly on the longer term management of 
these resources to ensure availability at affordable prices but with a clear understanding of 
the sustainable management of the biomass resources.  The latter could be trees on farm 
land (agroforestry); wood lots on community / private land; sustainable use of natural 
forest resources as well as material grown in conjunction with large scale cultivation of 
agricultural crops such as sugar and tobacco.   

These issues create some tension regarding one of the newer sources of funding for cook stove work 
i.e. climate finance.  Work on cook-stove improvement has been taking place for more than 30 years 
but there is yet to be widespread uptake in many countries (other than moves in urban settings to 

 

34 Clark A Miller et al (2015).  The social value of mid-scale energy in Africa: Redefining value and redesigning energy to reduce poverty.  
Energy Research & Social Science 5: 67-69 
35 Known as the rebound effect in relation to energy efficiency.  Basically ‘using more is cheaper’ but this is a complex topic explored in 
Michael Grubb (2014).  Planetary Economics. Energy, Climate Change and the Three Domains of Sustainable Development.  Routledge 
pages 186 - 188 
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LNG or).  Lessons from India are shown in Box 4 below as an indication of the range of factors that 
may need to be considered around household cooking – a key energy security issue in Malawi.37 

Box 3: Clean, affordable and sustainable energy for cooking: lessons from India 

 

 

Using Climate Finance to support cook stove development?   

Funding work on cook stove improvement and management of resources for biomass has recently 
turned towards carbon finance.  If the challenges of implementing cook stove projects are high then 

 

37 Recent discussions regarding fuel wood use for cooking from community forests in Nepal (another Least Developed Country) is seeing that in some 
areas the penetration of LPG for cooking is significantly displacing woodfuel and charcoal for middle and poor households in urban areas (almost 
complete) as well as rural areas.  Whilst this would increase carbon emissions the level of emissions in a country like Nepal, as with Malawi, are so 
low that this change could produce wider co-benefits in relation to health effects as well as time saving for the women and girls who are usually 
involved in fuel wood production.   

http://ceew.in/pdf/ceew-clean-affordable-and-sustainable-cooking.pdf (February 2015) 

 On the economic front, biogas emerged as the most attractive option, along with PNG, 
while LPG and pellet based cook stoves were among the costliest. One major finding on 
economic front was regarding improved cook stoves which were largely perceived to be 
the most economical solution due to ‘free-of-cost’ biomass. However, NSS data over the 
years suggests that more than 70% of biomass consumed in rural households is 
commercially procured and thus carries a real cost, apart from the notional cost 
associated even with the free-of-cost biomass. 

 In terms of health improvements due to indoor air pollution, all technologies fared well, 
except improved cook stoves, which still need substantial technological improvements to 
reduce emissions to safe levels. However, a major finding on the health benefits front is 
that unless there is a complete transition to a cleaner cooking option both at the 
household level as well as at the community level, the entire health benefits of clean 
cooking would not be realised. 

 On the assurance of fuel supply front, which also pertains to energy security at the 
national level, traditional biomass was marked with the highest fuel supply assurance, 
followed by PNG, biogas, LPG and lastly the electricity based solutions. 

 For convenience of cooking, which incorporated multiple sub-attributes influencing the 
overall cooking experience, the balance was tilted in the favour of gaseous fuel based 
options due to their improved heat control, higher heat intensities, accommodation to a 
variety of cooking needs and so on. Thus, LPG and PNG were rated highly, along with 
biogas, followed by electricity based solutions. Improved cook stoves were deemed as 
least convenient among the considered options. 

 In terms of technology resilience, biogas and improved cook stoves both fared low, 
whereas the LPG and PNG solutions were rated as highly resilient. Electricity based 
cooking solutions were rated as mediocre. 

 Next, considering the global environmental impacts, , all the clean cooking energy 
technologies were evaluated as better than the traditional chulha. This is mainly due to 
avoidance of high emissions of black carbon resulting from incomplete combustion in 
traditional stoves. Improved cook stoves were the best, as only non-CO2 emissions were 
considered, assuming sustainable harvesting. Next was biogas, followed by PNG and 
LPG. Electricity based solutions had the highest impact due to predominantly thermal 
generation mix of India. 

http://ceew.in/pdf/ceew-clean-affordable-and-sustainable-cooking.pdf
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the demands that may be placed on projects can be high and may introduce additional risks.  The 
risks can be summarised in 5 areas:38 

 Risk 1: what works best for cook stove projects may not be best for generating offsets 

 Risk 2: uncertainty around stove uptake and usage rates 

 Risk 3: project developers may underestimate the time and effort required to generate 
carbon credits 

 Risk 4: uncertainty about future demand for carbon offsets 

 Risk 5:  projects not actually delivering high-quality carbon offsets   

Whilst acknowledging the risks associated with carbon finance in business models for improved cook 
stove development and distribution some benefits were identified:  

 Firstly:  extra money from carbon revenues can strengthen the business by leveraging 
external funds and providing finance options for end users’ e.g. through capital for micro-
finance;  

 Secondly:  monitoring and reporting requirements encourage greater follow up over the 
long term and this may be linked to actually demonstrating stoves are being used and 
users’ needs are being met;  

 Thirdly:  may open up the market to larger international players (this may be mixed if the 
production of stoves is seen as a livelihood option for local women) who may bring in 
higher quality stoves;  

 

Potential for a ‘Malawi wide’ approach?   

Access to energy for cooking is one of the most pressing elements of daily life in both rural and urban 
Malawi and it will require extensive work not only on the cook stove value chain, but also on the 
sustainable management of forests for the production of timber / charcoal.  Whilst there is extensive 
expertise in Scotland around forest land management, developing systems for the sustainable 
production of biomass in Malawi would involve addressing complex issues such as land tenure 
(forests, forest land, agricultural land, agro-forestry and  common-property resources); the private 
sector value chains for wood and charcoal which have livelihood implications as well as issues of 
ecosystem / climate resilience; cook-stove design which brings in real issues of acceptability and 
actual use of new stoves.  The development of a coherent framework for bio-energy would require 
substantive work across Ministries and with District level and Traditional Authorities.  It would 
require a ‘Malawi wide’ approach to avoid the illegal or improper use of resources shifting from one 
area to another as management is brought in over one area at a time.  Improving the governance of 
forest resources would play a significant role in this work – again requiring a ‘Malawi wide’ approach 
linked to wider work on eradicating corruption and rent-seeking behaviour based on permits to 
harvest.   

 

 
 

38 Taken from Fiona Lambe et al  (2015) Can carbon finance transform household energy markets?  A review of cook stove projects and 
programs in Kenya.  Energy Research & Social Science 5: 55-66 
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Summary  

1. Biomass is a critical element of any energy policy framework in Malawi and 
without attention to biomass Malawi will not be energy secure in the medium to long term 
future;  

2. This issue is complex and will require sustained effort on both supply and 
demand areas which cut across national and local development agencies and donor 
partner interests;  

3. There is need for a strong multi-stakeholder approach which recognises that the 
biomass value chain is economically important to Malawi at national and individual level;   

4. Climate finance may provide some options for financing but care will be 
required to ensure that the monitoring, reporting and verification requirements for this 
source of finance can be met.  Risks are high, both to business models and to 
organisations’ reputations and the country if standards are not met.   
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5. Electricity Sector Reform and Investment 
Financing  

The Government of Malawi (GoM) faces the significant challenge of reforming the energy sector, to 
encourage the participation of a wide range of public, private sector and community/household 
investment in the energy supply industry. To support this level of investment, the GoM will need to 
create an effective enabling environment for investment to take place.   

This section will examine some of the conditions that are necessary for the GoM to have in place (or 
have a good plan to put in place) to foster public and private investment in electricity generation from 
both international and national resources. Investment in the energy sector is often long-term in 
nature, and thus require a legislative and regulatory environment which can enable predictability, 
stability, appropriate financial incentives (e.g. tax breaks) while remaining administratively simple.  
For Malawi, as an LDC, the legislative framework would also need to be one that fosters an approach 
to economic development that is pro-poor, enables a long term perspective and is environmentally 
sustainable (or in emerging language would enable modern Low Carbon Development).   Figure 1 
below represents a skeleton outline of an ‘ideal-type’ regulatory and institutional landscape. This is 
followed by two tables which present a brief comparison of the key features of an ‘ideal-type’ 
legislative/institutional landscape with prevalent reality in Malawi. 

 

 

 
A National Energy Policy and Strategy which: 

• Establishes clearly-defined short, medium and long term targets for consumption and production 
• Stipulates separate regulations governing production, transmission and distribution  
• Outlines a ‘technology road map’ which identifies gaps in existing infrastructure  
• Provides a plan  detailing how the national grid can be adapted to facilitate the effective integration of 

renewables 
Substantive Primary Legislation and Statutory Instruments which: 

• Establish the relevant administrative, regulatory and oversight bodies (the  institutional landscape)  
• Provide for a level, competitive playing field, through reducing barriers to market entry  
• Prescribe  supplementary rules and regulations 

 

Independent Regulator Offtake ‘Body’ Utility Company Investment Authority or 
‘Development Board’  

Monitoring Compliance: 
• Setting and enforcing 

environmental, quality 
and safety standards 

• Setting tariffs 

Fiscal Incentives 
• Negotiating feed-in-tariffs 
• Negotiating offtake 

agreements 

‘Facilitating’ Private 
Investment: 

• Reducing bureaucratic 
obstacles to investment 

• Guiding investment 
• Raising the country/sector 

profile 

Institutional Landscape   

Legislative/Regulatory Framework  

   

Figure 1: Ideal type legislative and institutional framework 
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Table 3: Comparison between the ideal and reality for the Legislative / Regulatory 
Framework (further information can be found in Annex 1) 

Ideal Characteristics ‘The Reality’ in Malawi 

National Energy Policy 

 Establishes clearly-defined short, 
medium and long term targets for 
consumption and production  

 Stipulates separate regulations 
governing production, 
transmission and distribution 

 Outlines a technology road map 
which identifies gaps in existing 
infrastructure  

 Details how the national grid can 
be adapted to facilitate the effective 
integration of renewables 

The 2003 National Energy Policy: 

The policy is framed by sound strategic objectives, but 
generally falls short of meeting the ‘ideal characteristics’ 
of a national energy policy.  

It does not provide clear production and consumption 
targets, but does outline ambitious ‘energy mix 
projections’ for the future, which ‘project’ that electricity 
will account for 30% of the ‘energy mix’ by 2020. The 
foundations for these projections are unclear.  

The policy does outline a broad plan for restructuring 
the energy supply industry (ESI) from a vertically 
integrate model to a more liberalised model which 
provides scope for private sector participation in 
generation, transmission and distribution. These 
provisions have not yet been implemented, however.  

The policy does include a very general technology road 
map, which specifies opportunities and challenges in the 
ESI. It highlights the potential resource base, lists 
economic opportunities and identifies infrastructural 
and capacity gaps. 

Substantive Primary Legislation and Statutory Instruments  

 Establish the relevant 
administrative, regulatory and 
oversight bodies  

 Provide a level and competitive 
playing field by reducing barriers 
to market entry  

 Prescribe supplementary rules and 
regulations governing, for example, 
environmental requirements, 
individual and business property 
rights, tariffs etc.  

Several relevant acts including: 

 The Energy Regulation Act (2004): establishes 
the Malawi Energy Regulatory Authority  

 The Rural Electrification Act (2004): establishes 
the Rural Electrification Management 
Committee and the Rural Electrification Fund 

 The Electricity Act (2004): establishes 
regulations governing licencing, tariffs, 
generation, transmission and distribution. 
Permits the private sector to invest in generation, 
transmission and distribution. 

 The Liquid Fuels and Gas Act (2004): establishes 
regulations governing the production and supply 
of liquid fuels and gas 

 Other acts which establish the essential 
preconditions for private investment (i.e. 
protection of property rights, competition law 
etc.) include: Fair Trading and Competitions Act 
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Ideal Characteristics ‘The Reality’ in Malawi 

(2000), Investment Promotion Act (1991) and 
the Private Enterprise Act (1996) 

 

Table 4: Comparison between the ideal and reality for the Institutional Landscape 
(further information can be found in Annex 1) 

Ideal Characteristics ‘The Reality’ in Malawi 

Independent Regulator 

 Ensures environmental, fiscal and 
legal compliance, including 
adherence to safety/quality 
standards 

 Sets and revises energy tariffs, in 
accordance with prescribed 
legislation  

 Providing a channel through which 
complaints can be addressed  

The Malawi Energy Regulation Authority was 
established by 2004 Energy Regulation Act. Its mandate 
is very broad, and includes granting/revoking licences 
for energy projects, developing and enforcing standards, 
approving tariffs and prices, consumer protection and 
promoting the use of renewables.  

Offtake Body / Utility company 

 Negotiates offtake agreements with 
potential developers in order to 
provide guarantees that their 
products will be sold 

 Negotiates feed-in-tariffs (FITs) to 
secure investor interest, which 
guarantee grid access, include 
long-term contracts for energy 
products and specify prices based 
on the cost of production 

The Energy Supply Company of Malawi (ESCOM) is a 
publically owned corporation established by a 1957 (pre-
independence) act of Parliament. It currently exercises a 
government-backed monopoly over all aspects of 
generation, transmission and distribution, and its 
installed capacity stands at 302mw, 94% of which is 
derived from hydro and 6% from diesel generators.  

ESCOM’s monopoly in the ESI currently constitutes a 
disincentive for private investment in the sector. Plans 
to reform and diversify the energy supply industry, 
outlined in the 2003 National Energy Policy, have yet to 
be implemented.  

Investment Authority or Development Board 

 Reduces bureaucratic obstacles to 
investment by streamlining 
procedures for registration, 
licencing etc.  

 Guides investment in the right 
direction, by providing quality 
information to prospective 
investors 

 Raises the profile of the country 
and sector among investors both 
internationally and domestically 
through targeted public diplomacy  

 Facilitates access to land 

 Solicits support from international 

The Malawi Investment and Trade Centre (MITC) is 
charged with counselling investors and exporters, 
facilitating product and market development  and 
providing information to potential investors.  It is, 
essentially, the ‘front face’ of Malawi, responsible for 
raising the profile of the country among various 
investors. Its website provides a limited overview of 
potential investment opportunities in the energy sector..   
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Ideal Characteristics ‘The Reality’ in Malawi 

financial institutions and 
commercial banks   

 

What are the possible roles of public and private finance?   

If a precondition for attracting foreign private investment in the energy sector is the existence of a 
conducive regulatory and institutional landscape, which provides stability, predictability and 
transparency to prospective investors, then the GoM needs to understand the investment 
requirements of all types of private sector actors. As noted by the Climate Policy initiative (2014), 
“investment environments that are more familiar and perceived to be less risky are key to investment 
decisions, highlighting the importance of domestic policy frameworks in unlocking scaled-up climate 
finance flows.”39  So when Malawi is considering investment in all areas of its energy sector the 
Government will need to consider what needs to be in place to support this type of investment 
whether at the household/community level; SMEs working in installation and maintenance along the 
value chain as well as larger Malawian investors e.g. sugar factors using waste products, through to 
possible international finance for wind energy, industrial energy services etc.   

Many countries focus on centralised electricity production (especially in developed countries).  
However the role of decentralised or distributed electricity production is increasingly gaining 
attention – especially in countries with large remote rural populations who are unlikely to be 
connected to any form of national or regional grid in the short-medium term (if ever).  Box 3 provides 
a definition of these two approaches and highlights the issue of coordinating the   two approaches 
when designing national electricity / energy policy frameworks.40  However centralised or 
decentralised can still require significant government management from legal frameworks through to 
operations and maintenance liabilities even though the tendency is as described below.  For longer 
term management of decentralised operations NGOs and other entities are likely to need extensive 
cooperation and coordination with local government agencies.   

Box 4: Centralised and Decentralised Electricity Production 

 

 

39 Ibid 
40 Tenenbaum, Bernard; Greacen, Chris; Siyambalapitiya, Tilak & Knuckles, James (2014)  From the Bottom Up : How Small Power 
Producers and Mini-Grids Can Deliver Electrification and Renewable Energy in Africa.  World Bank 
https://openknowledge.worldbank.org/handle/10986/16571  

On the centralized track, electrification is undertaken by national governmental entities such 
as the state-owned national utility, a rural electrification agency (REA), or the ministry of energy, 
acting alone or together.  Electrification occurs primarily through extension of the national grid.  
 
By contrast, on the decentralized track electrification is generally carried out through 
nongovernmental entities such as cooperatives, community user groups, or private 
entrepreneurs. These entities will usually construct and operate isolated mini-grids—small-scale 
distribution networks typically operating below 11 kilovolts (kV) that provide power to one or 
more local communities and produce electricity from small generators using fossil fuels, 
renewable fuels, or a combination of the two. 
 
Although there is widespread agreement on the need for a two-track approach, most national 
electrification  strategies contain few, if any, details on how the two tracks should be 
implemented. 

https://openknowledge.worldbank.org/handle/10986/16571
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Whilst the focus of many countries, including the Least Development Countries such as Malawi is on 
international public financing of energy development there is significant evidence that for many 
countries private finance  and investment remains the most substantial source of climate finance, 
accounting for over 58% of total flows in 2013. In 2013, the private sector invested a total of $193 
billion in renewable energy, which accounted for 58 percent of total climate finance flows. However, a 
full 90 percent of private investments were confined to their country of origin. The majority of this 
investment has come from project developers, corporate actors and manufacturers, households and 
commercial financial institutions. 41   

Analysis for the SE4ALL Committee on Scaling up Finance for Sustainable Energy Investments has 
assessed the challenges to investment and these are summarised below in Box 6.42 

Box 5: SE4ALL: The overriding challenges to delivering investment in energy 

 
 

 

 
 

41 Climate Policy Initiative (2014) The Global Landscape of Climate Finance 2013, available at http://climatepolicyinitiative.org/wp-
content/uploads/2014/11/The-Global-Landscape-of-Climate-Finance-2014.pdf - accessed 25/02 /2015/ 
42 Bank of America Merrill Lunch, BNDES & World Bank (2014).  SE4ALL Advisory Board, Finance Committee Report, 22 September 2014.  
www.se4all.org/wp-content/uploads/2014/12/Finance-Committee-Report.pdf  

 
•Developing the ideal flow, the pipelines for projects, particularly in developing 
countries –including: ( 
 

–Regulatory framework, capacity to prepare and implement, transparent long-term pricing 
structures, clear Power Purchase Agreements, support of local financial market  

 
•Deploying financing models and structures that will attract private finance to 
form a larger share of the capital mix  
 

–de-risking tools exist but need further development and expansion. Long-term hedging of 
foreign-exchange risk  

 
–In developing markets greater need for patient capital, blended capital structures and 
collaboration to accelerate de-risking opportunities.  

 
•In most developing countries, the governments and power utilities need to 
improve governance and management of their energy sector to enhance its 
creditworthiness  
 

–Governments need to improve regulation, strengthen public governance to help power 
utilities reduce losses and increase bill collection, make subsidies better targeted and 
transparent, and enhance capacity of government agencies as well as increase the 
operational and financial efficiency of power utilities  
 
–Power utilities need to play an important role in scaling up and accelerating access and 
facilitating financing of small-scale projects  

 

http://climatepolicyinitiative.org/wp-content/uploads/2014/11/The-Global-Landscape-of-Climate-Finance-2014.pdf
http://climatepolicyinitiative.org/wp-content/uploads/2014/11/The-Global-Landscape-of-Climate-Finance-2014.pdf
http://www.se4all.org/wp-content/uploads/2014/12/Finance-Committee-Report.pdf
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Investment beyond 'Capital’ Costs 

For a country like Malawi the focus is often on the initial capital investment and yet, as has been 
shown by the MREAP Sustainability Study and related work,  it will be important to focus on 
investment in a wider range of matters.  These include:  

 Standards for equipment, installations, servicing and spare parts:  in the 
absence of rigorous standards,  low quality equipment will be sold and lifetimes for bulbs, 
inverters, solar panels and other key parts will be limited.  Investments by households and 
communities will be wasted without attention to this issue;  

 Investment in capacity from technical design and management through to 
innovation.  Building a skilled workforce that can manage renewable energy systems / 
appliances that are installed and used by households and communities will be important.  
Effective management of standardised  designs that could be applied across a range of 
public social infrastructure at District level e.g. schools / clinics could strengthen focused 
supply chains for spare parts as well as the capacity development for maintenance.  This is 
not to limit new and improved systems, but to ensure that similar installations and 
equipment are used to build confidence and minimise risks of having no spare parts or 
limited technical capacity in country;  

 Building understanding of the limitations of 

systems at the community level.  Experience 
from the MREAP programme reveals issues around 
‘over-use’ of systems against design.  This could be a 
short term problem or, as happens with many 
common-property resources, insufficient attention to 
the detailed management of the resource may have 
fostered ‘free-riding’ possibly, but not exclusively, by 
elite members of the community.  Without clear 
statements (with appropriate compliance 
mechanisms) of the roles and responsibilities 
around the management of new infrastructure such as 
solar bore-holes; phone charging systems there is 
always a risk that the system / appliance will be used 
inappropriately.   

 Investment in an ‘energy ecosystem’ at the 
District level as a ‘planning principle’.  An 
‘energy ecosystem’ would be a coherent planned 
approach to the development of the different types of 
energy that are required within a District.  Giving 
consideration to the building of synergies rather than 
‘one-off’ piecemeal approaches could provide greater 
long term value for money.  By using this as a 
planning principle it could be possible to enable the building of synergies between systems 
(including technical expertise), foster greater understanding of the benefits and limitations 
of systems and enable effective planning and budgeting for social infrastructure operations 
and maintenance.  Malawi District Development Committees vary in capacity and access to 
resources, but this could be a way of creating a coherent planning approach to foster 
private sector as well as public investment.   

 The ‘energy ecosystem’ approach would link to the development of investment 
plans for the short/medium and long term that balance energy access, security 
and the development of a modern low carbon economy.  This could include the 
development of an ‘energy access’ ladder for households  which brings out the step by step 

Energy Ecosystem 

This builds on the idea of 
connectedness between 
households, communities and 
basic infrastructure to support 
social/economic development.  In 
this case through effective 
planning and management there is 
a clear and systematic process to 
develop a modern energy system 
within a locality e.g. a District.  The 
synergies would include building 
capacity, using mutually 
supporting and phased 
development of energy 
infrastructure and enabling 
technical skills to be fostered for 
longer term operations and 
maintenance.   

Box 6: Energy Ecosystem 
explanation 
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nature of gaining access to modern energy services over the next 15 years in Malawi.  An 
example of this is shown in Figure 3 below. In addition there is a need for districts to 
develop ‘energy ecosystems’ which support social and economic development. An ideal type 
energy ecosystem is represented in figure 4 below.  This does not, however, address the 
need for the large investment for national level business development e.g. mining and 
urban energy supplies. 

 Investment in monitoring of the development benefits.  Whilst it is not necessary 
to ‘prove’ the benefits of modern energy services, having clarity on village /traditional 
authority requirements and the business opportunities that could be progressed with 
access to modern energy services could enable attention to wider ‘social value’.  This would 
explicitly include the issue of co-benefits for women and other socially 
excluded groups.  Investigations could be undertaken to determine what access 
to electricity would enable women to do more easily e.g. access water; maize grinding, 
development of businesses, facilitating children (boys and girls) to attend school…….  

 

 

Figure 2: Ideal-type minimum access 'energy ladder' for a poor rural household over a 
15 year period  
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Figure 3: Ideal type ‘community/social infrastructure’ focal areas that can be developed 
in tandem over a 15 year period as part of a broader socioeconomic development 
strategy 
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6 How to increase household, community and 
social renewable energy access?   

For Malawi to meet the seventh SDG of universal energy access by 2030, a concerted effort on behalf 
of the GoM and its citizens, with support from development partners and investors, should 
concentrate on the following four investment areas:  

 Investment area 1: Large scale investment for power generation to support 
mining and agri-business development as well as supply for urban populations.  This 
would, ideally, be based on renewable energy to support a modern ‘low carbon economy’;  

 Investment area 2: Sustainable biomass production and utilisation for cooking 
within Malawi;  

 Investment area 3: Facilitating the development of value chains in solar 
energy lighting and energy systems that are usable by households from small scale 
lamps, through solar lanterns with phone charging and up to complex systems that can run 
communication (TV/radio/computer) equipment and other appliances for home or 
business use;  

 Investment area 4: Investment in off-grid and mini-grid community and local 
managed systems to support community and social infrastructure, including for 
productive and business purposes.   

Critical areas for Government of Malawi action 

Whilst investment finance will be vital for Malawi it is important to note that not all elements of the 
investment landscape (as discussed in section 5 above) for the development of a viable renewable 
energy ecosystem in Malawi requires high levels of financial investment in the short term.  As 
indicated in the previous section there is a need to rapidly integrate an effective energy investment 
policy into wider development strategies to meet both national and international commitments.  To 
do this the GoM needs to create appropriate enabling conditions for investment from public and 
private investors.   

Key elements include:   

 Energy Policy development, that link explicitly to development and climate policy 
frameworks, to help create appropriate markets based on sound public policy and 
investment. 

- This must address the issues of diversity of energy sources to supply the short term 
short term (5 year), medium term (10-15 year) and future long term needs of the 
country. It must also avoid being locked in to any new high-carbon generation (i.e. 
through coal). A national energy policy/strategy should identify short, medium and long 
term targets for production, and should include a technology road map which identifies 
gaps in existing infrastructure 

-  

- It must also be focused on enabling long term investment across all areas of the 
energy sector in Malawi including provisions for industry (mining, large scale 
agriculture), social infrastructure (schools/clinics/local irrigation) as well as households 
and individuals.  
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- It should also incorporate a focus on the urban/rural energy needs for cooking 
and lighting that are currently wood-based and are likely to remain so for the 
foreseeable future. Options should be explored regarding how to increase the efficiency 
of production (supply-side) for both stoves and combustible material as well as the 
efficiency of demand in relation to efficient designs.  

- There needs to be the development of appropriate feed in tariffs that enable 
private investment in renewable energy-based electricity production to aid both private 
and public investments.  

 Standards setting in different domains including:  

- Design standards for the construction of public infrastructure that include 
electricity provision along with sanitation and other basic matters for all new buildings 
or when extensively regenerated;  

- Setting standards (based on existing national norms) for the import of 

material for renewable energy production to ensure high quality products 

are sold and that there is, where possible, a standardisation of design used within 

public infrastructure investment that could drive responsible associated technical 

industries and value chains. 

- Setting standards around ‘minimum modern energy access’ for Malawian 
citizens43 

- Standards for the aftercare for installations – who owns the assets, especially in 
relation to ‘community’ or other social infrastructure?  What stops elite capture or 
systems being ‘transferred’ to private sites?  Remote monitoring / District management?  
Have those linkages been built? 

 District wide planning priorities for donor partners (NGOs/ bi and multi-lateral) 
to work towards meeting around access to energy.  This could include basic mapping of key 
sites – especially those on social infrastructure ;  

 Developing watershed protection measures that could foster appropriate water 
management as well as hydropower and managed resources for biomass for cooking;  

 Developing an investment strategy for renewable energy.  It must entail an 
examination of the investment challenge in relation to public and private finances as well 
as the related operations and maintenance costs. Examples of relatively low cost 
approaches that the GoM could take for social infrastructure include: 

- Examining new models for the long term management of public/private investments in 
social infrastructure at the community level.  Any model here would need to be suitable 
for the local capacity and not place an unfair burden on poorer rural households when 
compared to energy investment funding for urban households, including those that are 
more wealthy.  Simple systems are the focus here not complex multi-system e.g. wind / 
solar / mini-grid systems which would need to be managed and supported by 
government or private sector teams.    

- Donor partners work with the GoM to establish an appropriate regulatory and 
institutional framework to ensure energy security for the country, businesses, 
communities and households. 

 

43 This could be, as the SDGs develop, in a similar model to the statement of the Government of Malawi to remove Open Defecation in rural 
communities by 2015.  This provides a clear focus for work of donor partners and others and can, through transparent monitoring and 
reporting, highlight the challenges as well as the gains that are made.   
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- Facilitating access to finance for small and medium enterprises including start up 
grants, equity, insurance, risk guarantees and tax breaks. Whilst this may be for 
renewables the carbon footprint of poor rural people is miniscule and, especially in the 
short term, if non-renewable resources are locally available this should be supported 
whilst key development indicators are very low with high levels of poverty and hence 
vulnerability.44   

- Fostering ongoing innovation and linkages to innovators. For instance a critical issue for 
long term solar and wind in the absence of national grids is storage of power for use at 
night.  Battery storage is one area where work will be required – including the recycling 
of old batteries to avoid pollution.   

 Increasing regional cooperation? There is growing attention in Africa on the 
development of regional approaches to the supply of energy, including renewable energy.  
ECOWAS (Economic community of West African 
States), for example, has recently created a Centre for 
Renewable Energy and Energy Efficiency.45 In East and 
Southern Africa IRENA (International Renewable 
Energy Agency) has put forward the Africa Clean 
Energy Corridor (ACED) initiative which has been 
endorsed by Ministers (in January 2014) from the 
countries of the Eastern Africa Power Pool (EAPP) and 
the Southern African Power Pool (SAPP).46  The latter 
includes Malawi.  IRENA believe that this approach 
could increase renewable energy supply in the region 
e.g. from hydropower and geothermal in particular, 
that could enable economic growth and hence broader 
social development.   

Role of Development Partners 

As a Least Developed Country, Malawi should work in 
collaboration with its donor partners to identify the most 
efficient means through which it can realise its development as a modern low carbon economy which 
delivers equitable access to renewable energy for both rural and urban citizens. (see Box7 for vision 
for DP support).  As indicated above, there are four key investment areas which different DPs could 
assist in taking forward.  The role of multilaterals, including the World Bank, the African 
Development Bank and the  US Millennium Challenge Account in providing  support for larger scale 
investments  leaves space for other donor partners, including Scotland, to engage with the 
development Malawi’s energy supply sector. The potential role that Scotland can play assisting in the 
development of Malawi’s energy sector is explored in further detail below.   

Scotland as a community / social renewable energy development partner 

In this final section we take the opportunity to make some suggestions regarding areas where  
Scotland’s private and public sector expertise could contribute to the development of renewable 

 

44 See arguments in IIED Briefing November 2013: Shaping a global goal on energy access that leaves no one behind.  
http://pubs.iied.org/17183IIED  
45 Kathleen J. Hancock (2015) Energy Regionalism and diffusion in Africa: How political actors created the ECOWAS Center for Renewable 
Energy and Energy Efficiency.  Energy Research and Social Science 5: 105-115 
46 Nawfal Saadi et al (2015).  African Clean Energy Corridor: Regional integration to promote renewable energy fuelled growth.  Energy 
Research & Social Science 5: 130-132 

To support the access to electricity 
(for households and economic 
development) and sustainable 
biomass (for cooking primarily) 
would help Malawi not only to 
meets its development objectives, 
increase climate adaptation and 
reduce vulnerability, and provided 
investment was focused on use of 
renewables also assist in moving 
the country to a modern long term 
low carbon economy.    

 

Box 7: Potential Donor Partner 
Inputs 

http://pubs.iied.org/17183IIED
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energy in Malawi.  Scotland has been clear that climate justice and sustainable energy for all are 
important elements of its global engagement.47   

The Scottish Government could support Malawi to provide a critical counterweight to approaches to 
energy production that are large scale, industry and urban population focused.  This is not to dismiss 
the value of these approaches, but to suggest that as argued above, Malawi needs an energy 
development policy that is diverse, meets the short/medium and longer term needs of all citizens, and 
is ideally carbon neutral through a focus on renewables at all production scales (including regional 
Clean Energy Corridors).48 

The suggestions below recognise Scotland’s expertise in community based renewable energy 
development, as well as limitations on the scope and scale of possible SG engagement in Malawi. 
These derive from limited financial resources and ambiguities concerning the modality of engagement 
through the current Malawi Cooperation Agreement, which was signed in 2005. The approach 
outlined below allows for ‘support’ to assume diverse forms, including direct and indirect investment, 
as well as technical assistance.  

Critical areas for SG investment focus (financial and technical advice support):  

 Fostering the development, financing and implementation of District - level 
plans for an energy ecosystem that includes community and social energy systems based on 
off / mini grid electricity systems designed and managed by communities themselves.  This 
would need to incorporate issues of capital and capacity investment as well as longer term 
monitoring of systems and social/economic benefits.   

 Policy analysis for financial access to enable Malawi to take advantage of the diversity 
of opportunities around financing different elements of an effective renewable energy 
strategy;  

 To provide support through targeted inputs for off-grid / household and 
community energy to support social and economic development;  

 To enable the development of the relevant elements of policy and regulatory 
frameworks that support local, national and international investment 
and long term management of systems and related appliances.  Examples of the 
type of work could include (if not covered by other donor partners): 

- Operationalise (i.e. implement) proposed reforms to the ESI outlined in the 2003 
National Energy Policy. This will entail a re-orientation of the role of ESCOM and a 
diversification of the actors involved in generation, transmission and distribution  

- Building the capacity of the MERA and the MITC to enable them to effectively fulfil their 
legal mandates 

 To enable Malawi to prepare for clear engagement around the linkages 
between water / food / energy at the most basic level e.g. use of solar pumps for 
irrigation using ground water may have consequences for drinking water supply if 
this takes place in an unplanned manner.   

 

47 For the latest on the funding for Malawi see:  http://www.gov.scot/Topics/International/int-dev and for details of the MREAP final 
reports see:  http://www.strath.ac.uk/eee/energymalawi/  
48 See for instance the work of IRENA around the East African and South Africa Clean Energy Corridor to try to develop a cross-border trade 
in renewable power in continuous network from Egypt to South Africa. (Saadi et al (2015) African Clean Energy Corridor: Regional 
integration to promote renewable energy fuelled growth.  Energy Research & Social Science 5 130-132.   IRENA documentation through: 
http://irena.org/menu/index.aspx?mnu=Subcat&PriMenuID=30&CatID=79&SubcatID=343  which would look to bring together work 
including that of the Southern African Power Pool (SAPP) of which Malawi is a member (http://www.sapp.co.zw/index.html ) 

http://www.gov.scot/Topics/International/int-dev
http://www.strath.ac.uk/eee/energymalawi/
http://irena.org/menu/index.aspx?mnu=Subcat&PriMenuID=30&CatID=79&SubcatID=343
http://www.sapp.co.zw/index.html
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 To support public / most disadvantaged access to modern energy 
services through processes e.g. MFI that enable payment as you go / use for capital 
and running costs (like mobile phones).   
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Annex 1: Brief Assessment of Current 
Legislative and Institutional Landscape 

Table 2: Legislative & Regulatory Framework for National Strategy / Policy for Energy 
Development 

Document Objectives Substantive Assessment  

2003 
National 
Energy Policy  

1. Make the energy 
sector sufficiently 
robust and efficient 
to support the 
GoM’s 
socioeconomic 
agenda of poverty 
reduction, 
sustainable 
economic 
development and 
enhanced labour 
productivity.  

2. Catalyse the 
establishment of a 
more liberalised, 
private-sector 
driven energy 
supply industry in 
which pricing will 
reflect the 
competition and 
efficiency that will 
develop in the 
reform process. 

3. Transform the 
country’s energy 
economy from one 
that is overly-
dependent on 
biomass to one 
with a high 
modern-energy 
component in the 
energy mix.  

The 2003 National Energy Policy is framed by sound 
strategic objectives. However, it generally falls short of 
laying the groundwork for realising these objectives.  

 

Does it define clear production and consumption 
targets?  

Not really. The policy contains a somewhat cryptic table 
detailing energy mix ‘projections’ – not ‘targets’. 
Presumably (though this is not explicitly stated), the 
energy ‘mix’ pertains to current and future sources of 
energy for consumption. It is ‘projected’, for example, 
that electricity will account for 30% of the energy mix by 
2020 (in 2008 it accounted for only 2.8%) and 40% of 
the energy mix by 2050. By way of comparison, it is 
‘projected’ that renewables will account for 7% of the 
energy mix in 2020 and 10% of the energy mix in 2050. 49 
The treatment of electricity and renewables as entirely 
separate components of a prospective ‘energy mix’ is, in 
itself, somewhat ambiguous –‘renewables’ generate 
electricity (Malawi is 99% dependent on hydro-power for 
electricity generation – this is a ‘renewable’ source). In 
any case, the framing of these figures as ‘projections’ 
instead of targets or goals implies that there is already 
some process of reform or development underway, and 
there are no strong indications that this is the case The 
foundations for these projections remain, therefore, 
somewhat unfathomable.  

Does it separately address regulations and/or 
strategies governing generation, transmission 
and distribution?  

Only partially. The policy does establish a broadly 
defined plan for restructuring the energy supply industry 
(ESI) from a vertically integrated model in which the 
Energy Supply Corporation of Malawi (ESCOM) 
completely dominates generation, transmission and 

 

49 National Energy Policy, Government of Malawi, 2003 
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Document Objectives Substantive Assessment  

distribution, to a more liberalised model which provides 
scope for private sector participation across the board. 
The main ‘thrust’ of the anticipated restructuring 
involves the “division of the ESI into generators, 
transmitters and distributors.”  

Generation: The policy calls for the establishment of a 
National Generation Company to ‘hold and operate’ all 
existing generation assets. Private generators will be 
permitted to develop their own generation capacity.  

Transmission: The policy establishes transmission as a 
‘natural monopoly’ of government, and calls for the 
establishment of a National Transmission Company to 
manage this component of the ESI. It does, however, 
encourage ‘third party’ access to the grid, and proposes a 
non-discriminatory, cost reflecting tariff to encourage 
private generators (FIT).  

Distribution: The policy makes clear that the GoM has 
decided to retain distribution as a single entity, but will 
transfer management to a private operator under a 20 
year concession. The concessionaire will purchase power 
from the national transmission company.  

It is important to point out that none of these 
reforms have been implemented. The ESI in Malawi 
remains vertically integrated. ESCOM maintains a 
monopoly (re-enforced through subsidies) on generation, 
transmission and distribution.  

Does it provide a technology road map?  

Only partially. The policy contains a table detailing 
opportunities and challenges in the energy supply 
industry. This highlights the potential resource base, lists 
economic opportunities and infrastructure and capacity 
gaps.  
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Table 3: Substantive Primary Legislation and Statutory Instruments 

Document Function 

Act 20 – “Energy Regulation Act” 2004 Establishes the Malawi Energy Regulatory Authority 
(MERA) 

Act 21 – “Rural Electrification Act”  Establishes the Rural Electrification Management 
Committee and the Rural Electrification Fund 

Act 22 – “Electricity Act” - 2004 Establishes the regulations governing licencing, tariffs, 
generation, transmission and distribution. Permits the 
private sector to invest in generation, transmission and 
distribution.  

Act 23  - “Liquid Fuels and Gas 
(Production and Supply) Act” – 2004 

Establishes regulations governing the production and 
supply of liquid fuels and gas, as well as safety standards, 
taxation, pricing, licensing etc.  

Other Relevant Acts   Fair Trading and Competitions Act (2000)    

 Investment Promotion Act (1991) 

 Private Enterprise Act (1996) 
Establish essential preconditions for private investment, 
including the right of entry and exit, protection of individual 
and business property rights, competition law etc.  
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Table 4: Overview of Malawi's Institutional Landscape 

Institution Function and Assessment  

ESCOM A publically owned company, established by an act of 
parliament in 1957, which has a government-backed 
monopoly over all aspects of the ESI – generation, 
transmission and distribution. Installed capacity stands at 
302mw; 94% derived from hydro, 6% from thermal (diesel 
generators).  

ESCOM has been portrayed as constituting a formidable 
barrier to private investment in the ESI – “Investing by the 
private sector in electricity generation remains a challenge 
due to the government subsidy provided to ESCOM in 
electricity generation which gives unfair advantage to 
ESCOM over any would be investor.”50    

Malawi Energy Regulation Authority  Mandate Includes: :  

 Receiving and processing applications for energy 
undertakings 

 Granting and revoking licences  

 Approving tariffs and prices of energy sales and 
services 

 Developing and enforcing safety standards 

 Prescribing and collecting fees and charges 

 Arbitrating commercial disputes 

 Recommending reforms  

 Resolving and addressing consumer complaints 

 Promoting the interests of consumers 

 Monitoring levels of competition in the energy sector  

 Facilitating increased access to electricity 

 Promoting the exploitation of renewable resources 
 

On paper, a very important institution with an exceptionally 
broad mandate. 

Rural Electrification and Management 
Committee  

Responsible for ensuring that the majority of the Malawian 
population in peri-urban and rural communities have access 
to efficient, sustainable and affordable energy for their 
socioeconomic development through grid extension and off-
grid electricity supply, including solar home system 
technologies. 

 

 

 

50 Ibid 



 

34 

Annex 2:  Possible funding sources for 
Government investment 

As a Least Developed Country Malawi can potentially access funding from a diverse array of sources.  
Public institutions – such as national and international climate funds, international financial 
institutions and bilateral/multilateral donors – provide significant quantities of climate finance - $137 
billion in 2013. At the moment, however, very little private and public climate finance is channelled to 
Malawi. Approximately $35 million of climate finance has been ‘approved’ for disbursement in 
Malawi. The source of these approved funds and their distribution among projects and implementing 
agencies is presented in the table below51:  

Fund Project Implementer  Amount 
Approved 

Amount 
Disbursed 

Least 
Developed 
Country 
Fund  

Building climate change resilience in the 
fisheries sector in Malawi 

FAO $5.5 million 
 

0 
 

Climate adaptation for rural livelihoods and 
agriculture 

UNDP $3.0 million 0 

Climate proofing local development gains in 
rural and urban areas of Machinga and 
Mangochi districts  

UNDP $5.3 million 0 

Implementing urgent adaptation priorities 
through strengthened decentralised and 
national development plans 

UNDP $4.5 million 0 

Strengthening climate information and early 
warning systems in Malawi to support 
climate resistant development 

UNDP $4.0 million 0 

National adaptation programme of action AFDB $0.2 million 0 

Global 
Climate 
Change 
Alliance 

Global Climate Change Alliance – Malawi EC $10.8 
million 

0 

GEF Trust  Increasing access to clean and affordable 
decentralised energy services in selected 
vulnerable areas of Malawi 

UNDP $1.7 million 0 

Climate 
Investment 
Funds 

In April 2014 the Ministry of Energy 
Submitted an Expression of Interest to 
Participate in Scaling Up Renewable Energy 
Programme in Low Income Countries 
(SREP) 

   

UNDP Sustainable Energy management (2012 – 
2016) Project Support Document.  (Signed 
30 April 2013) 

   

 

As the Green Climate Fund52 becomes operational and work continues around REDD+, the 
Government of Malawi will be presented with further options linked to mitigation and adaptation – 
including renewable energy.  Furthermore the Clean Development Mechanism53, under the Kyoto 
Protocol of the UNFCCC is likely to continue operations for the foreseeable future – and investment 
in low carbon energy infrastructure is likely to be an option for Malawi.  However the appropriate 

 

51 Constructed from data available at  http://www.climatefundsupdate.org/data and more widely.   
52 http://news.gcfund.org/  
53 http://cdm.unfccc.int/index.html  

http://www.climatefundsupdate.org/data
http://news.gcfund.org/
http://cdm.unfccc.int/index.html


 

35 

enabling environment will need to be ‘in place’ to provide certainty for international and private 
investors  

In addition to climate finance there are strong moves to examine ways of ‘Scaling up Finance for 
Sustainable Energy Investments’ under the SE4ALL work.   
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Annex 3:  Possible funding sources for civil 
society investment 

This was prepared as part of a separate work stream within MREAP but is presented here for 
completeness.   

 

 

 

 

Annex4:  Energy Enables (2012) Paper 

Annex 6 - Policy 
Paper Energy Enables.pdf
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