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The Poverty and Environment Initiative (with support from UNEP) commissioned a study to evaluate the economic importance of natural resources. The study focused on the contribution of forests, soils, fish, wildlife to the economy. It has been established that forests contributes about 6.1 % to the GDP, fisheries contributes about 4% and wildlife contributes about 2.7% to the GDP. These results will be used by policy makers to make sound decisions on resource allocation to conserve Malawi’s natural resources.
1.5 Implication of biodiversity loss

Malawi’s economy and human society is entirely dependent and based on the biological diversity and services provided by the ecosystems. Extrapolated from the contribution of biodiversity components to the national economy (the Gross Domestic Product) it can be stated that the biodiversity of Malawi is instrumental in providing sources of livelihood needs in form of food and fibre, fuel wood, medicine and shelter. The economy also depends on the use of biodiversity as sources of raw materials for agro-industrial development and exports.

The impact of biodiversity loss is here assessed based on the importance and contribution of biodiversity to major economic sectors of Malawi e.g. ecosystems, fisheries, forestry, agriculture, tourism and health. This section is based on the 2009 economic report and the 2010 Malawi Poverty and Environment Initiative economic report.

The economic value of ecosystems services (for nutrient recycling, provision of clean water and air, control micro environment and erosion) to the economy is difficult to estimate. These functions are important such that the value of ecosystem services to the Malawi may be more than the National Gross Domestic Product (GDP). For example, forests as sinks of carbon, a major green house gas, help Malawi mitigate the effects of climate change. Forests therefore help Malawi save millions of dollars that Malawi would spend to manage the effects of climate change.

The contribution of agrobiodiversity to the national economy may be more than the contribution of agricultural sector to the GDP since the Malawi economy is predominantly dependent on agriculture, which contributes about 40% of the Gross Domestic Product (GDP) and accounts for more than 90% of employment and 90% of merchandise export earnings.

The agricultural sector benefits greatly from certain groups of biodiversity such as nitrogen fixing organisms, soil micro-organisms and pollinators. The use of nitrogen fixing plants is a direct response to the requirements for a lot of nitrogen by plants, given the low soil fertility levels in most parts of Malawi. This reduces the need for chemical fertilizers. Agriculture also benefits greatly from insects such as bees, flies, and butterflies, as well as bats and birds as pollinators. Wild relatives of crops and animals, when maintained, are sources of genetic material for breeding programmes for disease and pest resistance and yield improvement. It is therefore evident that the loss of agrobiodiversity has a detrimental effect on Malawi’s economy.

The contribution of biodiversity to the health sector is two fold: as source of medicine or raw material for medicine; and as a source of food and nutritional security. As source of medicine, more than half of the world’s modern drugs are derived from biological resources. In Malawi it is estimated that about 80% of the rural population rely on traditional medicines for the treatment of diseases. In addition to supplementing the National Health Services, traditional medicine is a source of income to the Traditional Healers. It is estimated that more than 3,000 people earn their income through working as Traditional Healers with some practising and supplying herbal medicines to South Africa, Zambia and Zimbabwe markets. Biodiversity is also important as source of food (such as tubers, vegetables, wild fruit, mushrooms) and contribute to the nutritional security. Loss of biodiversity therefore means that demand on the national health care service will be high, and this may cost Malawi millions of dollars.

The fisheries sector contributes almost 2.8% towards the GDP. Additionally, the fisheries sector provides 50% of total animal protein in Malawi. It is also estimated that over 350,000 people along the major fishing areas are engaged in fisheries related economic activities. The fisheries sector provides employment opportunities to people in fishing, processing and marketing. Despite these values, the intensification of fishing has resulted in near disappearance of some species and the gradual dwindling of fish production. Thus loss of fish biodiversity will have a negative impact on the economy of Malawi and livelihoods of people that depend on fish for a living.

Majority of Malawians depend on natural resource endowment for a living as sources of fuelwood, poles and timber, bamboo, crafts, thatching grass, medicines, spices, flowers, cosmetics, edible fruits, tubers, vegetables, mushrooms, fodder, and extractives (dyes, oils, gums, latex, resins). Grass is used extensively for thatching, especially in rural areas, while in the lakeshore region there is a flourishing handicraft industry based on the indigenous species.

Wood fuel (firewood and charcoal) remains the dominant source of energy accounting for approximately 90% of the household and industrial energy requirement. At the household level wood is also used for construction, fence posts, sawn logs, furniture and joinery, sawn timber, boats and canoes, carvings, mortars and pestles, axe and hoe handles. This means that loss of biodiversity will have serious implications for the people who depend on them and any value cannot adequately convey the level of dependence on natural resources for the survival of the people.

Loss of forestry resources has devastating effects on the country's social and economic life. Social issues related to loss of forestry resources include:

· reduced sources of income for people who depend on plants, e.g. craftspersons. When preferred plant species are depleted, users who depend on them are deprived of their means of livelihood.

· reduced supply of the basic needs (food, fuelwood, medicines, timber, etc). Women, traditional healers, craftsmen and others have to travel long distances to fetch fuelwood, timber, and medicinal plants.

· loss of sacred and secret society sites. Some forested patches play an important role in the cultural life of the people and are considered sacred.

· flooding and siltation, creating ecological refugees and causing low levels of water in rivers for irrigation and hydro-electric power generation.

Wood fuel (Firewood and charcoal) remains the dominant source of energy accounting for approximately 90% of the household and industrial energy requirement. In 1996 demand for fuelwood was estimated at 15.45 million cubic metres and growing at 8% per annum. About 90% of this total demand is consumed by households and the rest is consumed by Industry.

About 90% of urban energy consumption is from wood fuels. The Malawi BEST study estimates that woodfuel accounts for 4.3% on annual DGP. At the household level wood is also used for construction pole, fence posts, saw long, furniture and joinery, sawn timber, boats and canoes carvings, mortars and pestles, axe and hole handles. Harvesting of these products is selective with certain species preferred for certain products.

Tourism contributes approximately 4% to the GDP. Lake Malawi, with its wide range of endemic fish, is a major tourist attraction. This is followed by wildlife based tourism in national parks and Wildlife Reserves where large mammals such as elephant, buffalo, zebra are the major source of attraction. Through community participation, communities surrounding tourist areas earn income through IGAs and employment. Communities also benefit from sharing of benefits realised through CBNRM initiatives. Mechanisms of benefit sharing include retention of a proportion of the fees, licenses and concessions. The socio economic value of tourism cannot be estimated with certainty but it can be estimated based on its contribution to the economy is estimated to be not less than or equal the contribution of tourism to GDP.

1.6 Economic cost of unsustainable use of natural resources

Habitat loss and degradation, and loss of species have an impact on the economy of Malawi. For example eradication of invasive species which are wide spread in Malawi requires billion of dollars. Currently poor land use practices lead to siltation of water bodies and degradation of rivers. This leads to scarcity of water for irrigation and domestic use and as a result the government spends billion of dollars to provide water for irrigation and domestic use. 

Degradation of Shire River leads to clogging of electricity supply which leads to massive power cuts costing Malawi billion of dollars in maintenance and business failure. It is evident therefore that Malawi pays a high price for unsustainable use of natural resources. The Malawi Poverty and Environment Initiative economic study estimated the cost of unsustainable use to be equivalent to giving up 5.3% of GDP each year (Table 9). Taking into consideration the MGDS aims for total annual GDP growth of 6%, MPEI Economic study report hypothesized that Malawi would have been richer by MK 27.1 billion (US$195 million) each year in 2007 prices if soil, forest, fishery and wildlife resources were used sustainably. Over time the costs of unsustainable resource use would accumulate such that over a decade the value of unsustainable natural resource use would amount to more than MK86 billion (US$615 million) in 2007 prices.

Table 9. Economic costs of unsustainable natural resource use

Annual cost (2007 prices) Discounted cost of damage over 10 years

	NR sector & source of cost – base case
	MK Million
	US$ Million
	% of GDP
	MK Million
	% of GDP

	Soils:
	8,988
	65
	1.9%
	40,665
	8.2%

	On-site impact on agriculture
	7,540
	54
	1.6%
	30,915
	6.3%

	Off-site impact on hydropower
	1,433
	10
	0.3%
	9,688
	1.9%

	Off-site drinking water treatment
	15
	0
	0.0%
	62
	0.0%

	Forests:
	12,983
	93
	2.4%
	31,795
	11.0%

	Unsustainable roundwood (excl fuelwood)
	3,100
	22
	0.4%
	12,710
	2.4%

	Unsustainable fuelwood 
	6,089
	44
	1.2%
	2,495
	4.8%

	Flood prevention (indicative only)
	232
	2
	0.2%
	1,987
	0.8%

	Indoor air pollution
	3267
	23
	0.7% 
	13,394
	2.7%

	Outdoor air pollution – WB 2002
	327
	2
	0.2%
	2,417
	0.5%

	Fisheries:
	3,906
	28
	0.8%
	7,666
	1.5%

	Unsustainable use (lower bound)
	3,906
	28
	0.8%
	7,666
	1.5%

	Wildlife:
	665
	5
	0.1%
	2,730
	0.5%

	Poaching loss (indicative only)
	665
	5
	0.1%
	2,730
	0.5%

	Total
	26,573
	191
	5.3%
	84,064
	21.4%


Source: Malawi Poverty and Initiative economic Report (May 2010).
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