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EXECUTIVE SUMMARY 

1. After experiencing stable economic growth averaging 7.1% from 2006 to 2010; real 

GDP growth slowed to 4.3% in 2011. The high growth levels between 2006 and 2010 

emanated from pro-growth policy reforms and programs implemented by the Government, as 

well as the Heavily Indebted Poor Countries (HIPC) debt relief, which resulted in a slight decline 

in poverty from 52.4% in 2005 to 50.7% in 2012. This fall in poverty levels, albeit marginal, 

underscores the need to consolidate the reforms for sustained and inclusive growth. Much of the 

economic slowdown after 2010 arose from the then Governments’ inconsistency in 

implementing macroeconomic and structural reforms.  In addition, the country’s economy 

continues to narrow based; with agriculture as the main source of growth and exports.   This 

underlines the need for more diversified and inclusive growth. 

 

2. The new Government, which came to power in April 2012, has already undertaken 

a number of critical economic reforms to address Malawi’s macroeconomic and structural 

imbalances. The broad aim of the reforms is to address imbalances, remove market distortions, 

create a conducive environment for private investment inflows, encourage diversification, 

provide a robust base for government tax revenues, limit monetization of budget shortfalls and 

promote inclusive growth.  Despite continuing challenges, availability of foreign currency, fuel 

and inputs for manufacturing and agriculture have eased considerably following the recent 

reforms.  

 

3. The proposed Bank Country Strategy Paper (CSP, 2013-2017) for Malawi coincides 

with the implementation of the second Malawi Growth and Development Strategy (MGDS) 

covering the period 2011 to 2016.  It is also prepared at a time when Malawi is at a key stage in 

determining its development trajectory and ability to meet the MDGs and its Vision 2020. It is 

informed by (i) the GoM’s priority focus areas and the Economic Recovery Plan (ERP); (ii) the 

interventions of other development partners; (iii) the Bank’s comparative advantage; (iv) the 

Bank’s strategic priorities  (LTS, RISP, PSD Policy); (v) lessons from the previous strategy; (vi)  

Economic and Sector work (ESW) and (vii) a highly consultative process. The new CSP will 

therefore focus on two pillars: (i) Addressing infrastructure bottlenecks to competitiveness and 

growth; and (ii) Supporting actions to expand private sector investment and trade. Addressing 

these areas will support the country attain the much needed higher levels of economic and 

inclusive growth. 

 

4. Given that Malawi is landlocked, interventions in the new CSP will emphasize a 

regional focus to strengthen linkages with the country’s neighbors.  Thus in line with the 

Southern Africa RISP, the Bank will enhance support to regional operations to assist Malawi to 

reduce transit costs by providing adequate hard and soft infrastructure, strengthen capacity for 

trade facilitation, and enhance connectivity to regional and international markets including 

energy pools. The strategy will address issues of inclusive and green growth   and youth 

unemployment through skills development and entrepreneurship training. The CSP will further 

support reforms that enhance the business climate to foster private sector investment and trade.  

Knowledge activities will include studies (i) to assess Malawi’s options for further integration; 

(ii) on alternative clean energy sources; and (iii) on domestic resource mobilization. The 

proposed CSP focus areas provide a solid complementary program to the Government’s own 

medium term plan, the MGDS II.  
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I. INTRODUCTION  

 1. The proposed new Country 

Strategy Paper (CSP) for Malawi covers the 

period 2013 to 2017. Its preparation follows 

approval, in April 2012, of the second 

Malawi Growth and Development Strategy 

(MGDS II) covering the period 2011-2016 

and its accompanying short term Economic 

Recovery Plan (ERP)
1
.  

2. In May 2011, the Board of Directors 

approved an Interim Country Strategy Paper 

(ICSP), to be implemented from 2011 to 

2012. The ICSP was designed to support the 

Government’s development agenda as set 

out in the Malawi Growth and Development 

Strategy (MGDS I, 2006-2011) and to 

provide transitional support as the country 

prepared its new development plan, MGDS 

II. The ICSP identified two pillars of 

intervention: (i) improving infrastructure; 

and (ii) accelerating private sector 

development. Following extensive 

consultations led by the Malawi Field Office 

(MWFO), a combined ICSP Completion 

Report (CR) and Country Portfolio 

Performance Review (CPPR), as well as 

looking at the main thrust of the new 

MGDSII, the Bank and the Government of 

Malawi (GoM) agree that the ICSP pillars 

remain relevant to the current country 

context and should be maintained for the 

new strategy.  

3. The new CSP seeks to guide the Bank 

Group’s interventions in Malawi over the 

next five years to support the GoM 

effectively implement its development 

agenda as outlined in the MGDS II.  In 

addition, the CSP fully aligns with the 

Bank’s corporate priorities in the new Long 

Term Strategy (LTS, 2013-2022) and the 

Regional Integration Strategy Paper for 

Southern Africa (Southern African RISP, 

                                                           
1 The ERP prioritizes a set of immediate, short term and medium 

term policy reforms aimed at restoring external internal economic 
stability and accelerating the economic recovery process. 

2011-2015).  To ease challenges posed by 

Malawi’s landlocked position, the Bank will 

scale-up support to regional infrastructure to 

deepen the country’s integration with its 

neighbors. Accordingly, more than 50% of 

the indicative lending operations are 

regional.  

II. COUNTRY CONTEXT AND 

PROSPECTS 

2.1 POLITICAL, ECONOMIC AND 

SOCIAL CONTEXT 

2.1.1. Political Context 

4. Malawi has been a relatively stable 

country compared to many African countries 

(Graph1). However, the political landscape 

changed considerably between 2010 and 

2012. In 2011, the country faced political 

instability and experienced civil unrest in 

several key cities. As a result, the country’s 

ranking in 2011 declined from 2
nd

 to 13
th

 on 

the Global Peace Index for Africa, its ratings 

on political and civil rights also diminished, 

as noted by the Freedom House Index 

(2012).   

Source: AfDB Statistics Department using data from the WEF, 

2011. 

5. In April 2012, the country experienced a 

smooth constitutional change of leadership, 

following the death of President Bingu wa 

Mutharika of the Democratic Progressive 

Party (DPP). The new Government led by 

President Mrs. Joyce Banda of the Peoples 

Party (PP) immediately started 

implementing positive political governance 

reforms, such as amending and  repealing 
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laws that had been previously passed and 

seen to be restrictive of civic and political 

freedoms, as well as rebuilding  bilateral and 

diplomatic relations that were strained. 

6. Going forward, the impending 2014 

tripartite elections pose a challenge to the 

ruling PP that is a minority government and 

may weaken its resolve to continue with the 

new economic reform agenda.  In addition, 

as political parties prepare for 

electioneering, tensions may increase. 

Malawi, has however, shown political 

maturity over the past four successive 

elections, building confidence that the 

tripartite elections would be peaceful.  

Regionally, the emerging border dispute 

between Malawi and Tanzania over 

ownership of Lake Malawi may threaten 

peace and affect regional integration and 

trade.  However, the two countries are 

currently seeking amicable means of 

resolving the matter. 

2.1.2   Economic Context 

7. During the period 2006-10, Malawi 

experienced strong economic growth 

averaging 7.1%. Growth over this period, 

which partly was facilitated by the Heavily 

Indebted Poor Countries (HIPC) debt relief, 

provided the government fiscal space to 

redirect spending to growth enhancing 

programs such as the Farm Input Subsidy 

Program (FISP), which raised agricultural 

growth. Manufacturing, construction and 

mining also grew strongly during this period 

of macroeconomic stability.  

8. During the last two years, however, the 

economy slowed down with real GDP 

growth declining from 6.5% in 2010 on the 

back of a poor agricultural season to 4.3% in 

2011. A further decline in GDP is projected 

in 2012 to 1.9%, (See Graph 2). 

 
Source: AfDB Statistics Department, African Economic Outlook-
November 2012. 

9. The economic situation worsened due to 

inappropriate macroeconomic policies, such 

as rising budget deficits in a regime of an 

overvalued exchange rate. The policy 

distortions led to a severe shortage of 

foreign exchange, which affected the 

availability of basic goods and production 

inputs. Government responded to reduced 

supply of foreign exchange with a 10 % 

devaluation of the Malawi Kwacha in 

August 2011 and tightened restrictions on 

foreign exchange transactions. However, the 

restrictions created a parallel market in 

foreign exchange and boosted activity in the 

informal sector. The Extended Credit 

Facility (ECF) program that had been agreed 

with the International Monetary Fund (IMF) 

and approved in 2009 was also declared off 

track and led to decline in donor support for 

the country 

10. Since April 2012, the new Government 

has undertaken economic and governance 

reforms to address Malawi’s macroeconomic 

imbalances and resumption of donor 

support. These measures are expected to 

restore macroeconomic stability and help 

create an enabling environment for private 

sector development. See Box 1. 
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Box 1: GoM Reforms since April 2012 

(1) Foreign Exchange reforms: In May 2012, the Kwacha was 

devalued by 49% (from MK 167 to MK 250 to the US 
Dollar) and subsequently floated2. Other reform measures 

included freeing up of the exchange rates determined by 

foreign exchange bureaus; cancellation of requirements for 
prior approval and pre-vetting of all imports in excess of 

$50,000; and the reversal of surrender requirements on 

tobacco dollars 

(2) Monetary policy: To curb potential inflation, the Reserve 
Bank of Malawi (RBM) raised the policy rate from 13% to 

16% and has been given increased independence in 
implementation of monetary policy. 

(3) Removal of price controls: Key reform measures include 
revision of the policy on pricing and taxation of petroleum 

products and adoption of an automatic adjustment 

mechanism. In addition electricity tariffs were allowed to 

migrate towards cost efficiency  

(4) Taxation: Removal of various taxes constraining private 
sector operations including the minimum tax based on turn 

over, taxes on gains from sale of shares and the removal of 

VAT on a number of services. To encourage exports 
allowances have been increased from 15% to 25%. 

(5) Trade promotion: The Industrial Rebate Scheme has been 
revived in order to encourage local production through the 

removal of import duty, import excise and import VAT on 
raw materials. 

(6) Re-engagement with the IMF: The IMF approved a new 
USD 157 million Extended Credit Facility (ECF) programme 

for Malawi on 23rd July 2012. This has resulted in the 
resumption of direct budget support by donors. 

Source: Ministry of Finance, International Monetary Fund 

Country Report 

 

2.1.3 Growth drivers and sectorial 

contribution to GDP 

11. Malawi’s economy is narrowly based.  

Agriculture is the main source of growth and 

exports and represents approximately 37% 

of GDP (see graph 3), employing about 80% 

of the labor force and accounting for 82.5% 

of foreign exchange earnings
3
.  Wholesale 

and retail trade, including hotel industry and 

restaurants (incorporating tourist providers), 

is the second largest contributor to GDP at 

24%, reflecting the significant contribution 

of tourism to Malawi’s growth.  

                                                           
2
 As part of its dialogue with the GoM, the Bank had prepared and 

shared with the government, a Policy Brief on Economic 

Management and Devaluation in 2011.  
3
 The sector is characterized by a dual structure consisting of 

commercial estates plus a large number of smallholder subsistence 

farmers. The main export crop is tobacco followed by sugar, tea 
and coffee, which largely are exported in their primary form. 

 
Source: AfDB Statistics Department. 

12. Aside from agricultural exports, the 

other key driver of Malawi’s growth is 

donor aid. Malawi’s aid per capita at US$ 

68.6 is much higher than other countries in 

Africa (US$42.1) or Southern Africa 

(US$44.5), (Graph 4). This makes the 

country vulnerable to fluctuations in donor 

inflows. 

Source: AfDB Statistics Department. 

  

2.1.4 Macroeconomic Management  

13. Prior to the recent reforms, the budget 

policy implemented in 2010 and 2011 was 

expansionary, with larger deficits.  In Fiscal 

Year (FY) 2011/12, the GoM instituted fiscal 

discipline measures aimed at financial all 

recurrent expenditures through domestic 

review. This increased the tax burden and 

domestic borrowing, crowding out the private 

sector. The overall fiscal deficit widened from 

nearly 3% of GDP in FY2010/11 to an 
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estimated 7% of GDP in FY2011/12, with 

domestic financing rising from 1.7% of GDP 

to 5.6% in the respective years.  

 

14. In FY2012/13, the national budget is 

anchored by a zero net domestic borrowing 

target from about 5.6% of GDP domestic 

borrowing in FY2011/12. The fiscal deficit is 

projected to fall from 7% of GDP in 2011/12 

to 1.1% in 2012/13, aided by increased donor 

support (grants)—from 5.5% to 10.4% of 

GDP. Consequently, total revenues and grants 

are projected to increase by 6.2 percentage 

points to 33.2% of GDP in 2012/13. Total 

expenditure and net lending is projected to 

increase only marginally from 34% to 34.3% 

of GDP reflecting the new fiscal stance on 

expenditure control and prioritization.   
 

15. Debt Sustainability: Based on the 

Joint Fund-Bank Debt Sustainability 

Framework for Low Income Countries (LIC 

DSA) undertaken in June 2012, Malawi’s 

risk of external debt distress remains 

moderate with potential vulnerabilities in 

Malawi’s public debt situation. The stress 

test results show that Malawi’s external 

sector debt burden indicator breaches its 

respective threshold after corresponding 

export shock, reflecting the country’s 

vulnerability to tobacco price volatility. 

Malawi’s debt sustainability situation is 

expected to improve over the longer run 

(within debt sustainability levels) as the 

economy is expected to rebound under a 

floating exchange rate regime and a 

liberalized current account. Net domestic 

debt is projected to decline to 14% of GDP 

by FY2013/14 from a projected 20% in 

FY2011/12.  The increase in domestic debt 

indicators was attributed to fiscal 

dominance. Stress tests to the public sector 

debt dynamics suggested a need for fiscal 

consolidation and expenditure control.  

16. Inflation has been on an upswing since 

early 2011, with the annual average reaching 

7.6% in December 2011.Looking ahead, the 

year-on year inflation is likely to accelerate 

further. The annual average inflation rate for 

2012 is expected to rise to about 18.4%, the 

first incidence of double digit inflation since 

2006, (see Graph 5). The rise in inflation is 

expected to be reversed with the 

implementation of restrained fiscal and 

monetary policies to counteract the second 

round effects of petroleum price 

adjustments.  

Source: AfDB Statistics Department, African Economic Outlook, 
November 2012.  

17. With regard to the external sector, the 

current account balance (excluding official 

transfers) has continued to worsen since 

2009, projected to be at -19.2% of GDP in 

2012 compared to -12.1% of GDP in 2009. 

Whilst foreign exchange reserves stood at 

1.0 months of import cover in 2011  

compared to the 3.0 months import 

requirement, (Graph 6).  

 
Source: AfDB Statistics Department. African Economic Outlook, 

November 2012.  
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18. Medium-term outlook: The new 

economic policy programme provides a 

strong macroeconomic framework for 

recovery. Going forward, a projected 

rebound in real GDP growth to 5.5% is 

expected in 2013 to about 6.5 % per year in 

the medium term. However, the attainment 

of these targets hinges on achieving and 

maintaining a stable macroeconomic 

environment with low inflation and stable 

exchange rate, founded on sustainable fiscal 

and external balances; increasing foreign 

reserves coverage to three months of 

imports, to provide a buffer against 

exogenous shocks (e.g., weather, terms of 

trade, and aid flows); enhancing the 

operational independence of the Reserve 

Bank of Malawi (RBM) and undertaking 

structural reforms to improve the 

investment climate and promote sustained 

and inclusive growth. 

 

2.1.5 Governance 

19. Malawi’s performance across various 

governance indicators has been mixed since 

2009. Ranked 17 out of 53 countries in 

Africa with a rating of 57 out of 100 on the 

2011 Ibrahim Governance Index, Malawi’s 

score has been above 50 the average for 

Africa and almost at par with   Southern 

Africa’s average rating of 58. On the 

Corruption Perception Index (CPI), 

Malawi’s score went down from 3.4 (out of 

10) in 2010 to 3.0 in 2011. With the current 

on-going governance reforms, including the 

implementation of National Anti-corruption 

Strategy (NACS), some positive 

improvements are expected to be realized. 

20. GoM has been reforming Public Finance 

Management (PFM) systems over the past 

few years. This has yielded significant 

improvements in the legal framework and 

implementation of systems as evidenced by 

the Public Expenditure and Financial 

Accountability (PEFA) and other fiduciary 

assessments. The 2011 PEFA assessment 

found that Malawi’s PFM systems have 

improved, but important challenges remain 

in areas such as external scrutiny, audit, 

accounting and budget credibility.  

21.   The Bank’s 2011 assessment of the 

PFM systems also shows a positive 

trajectory of change. The assessment found 

that national procurement policies and 

procedures for national competitive bidding 

are generally consistent with the Bank’s 

Rules and procedures. Malawi enacted its 

Public Procurement Act and Procurement 

Regulations in 2003, which is applicable to 

procurement of goods, works and consulting 

or other services by procuring entities using 

public funds. The main deviations found in 

the procurement procedures are with respect 

to compliance with the Bank’s fiduciary 

obligations and internationally accepted best 

practice. These  deviations are being 

resolved in an  agreed action plan. However, 

the review justifies the use of national 

systems in any future Budget Support 

operations as well as public investment 

programs. (See Annex V).   

22. In order to address some of the 

existing challenges, GoM has begun 

implementing a Public Finance and 

Economic Management Reform Programme 

(PFEM-RP, 2011-17). The PFEM-RP, 

financed by both GoM and Development 

Partners, has an objective to build capacity 

of PFM implementing institutions. A Multi 

Donor Trust Fund, managed by the World 

Bank, has been created to finance its 

implementation. 

2.1.6 Business Environment 

23. The business environment in Malawi is 

challenging. The 2013 Doing Business 

ranking for Malawi dropped by 6 places 

from 151 in 2012 to 157 in 2013 out of 185 

countries. Few of the doing business 

indicators have improved in the last review, 

(Table 1). This is reflective of the 
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insufficient private sector reforms 

undertaken in the last five years, worsened 

by the poor macroeconomic management. 

This has had an adverse impact on private 

sector growth particularly as the sector is 

characterized by a few big companies and 

many small and micro businesses. Despite 

the poor ranking, the 2013 Report indicates 

that Malawi has continued to improve in the 

areas of enforcing contracts and resolving 

insolvency.  

Table 1: Doing business in 2012 and 2013 

 

 

 

 

 

 

 

 

 

 

Source: AfDB Statistics using data from 2013 Doing Business, 

WB.   

Financial Sector  

24. The financial sector in Malawi is 

underdeveloped.  The financial system is 

small in comparison to other African 

countries, consisting mainly of ten deposit 

banks, with two banks accounting for a 

nearly third of the banking industry’s assets, 

32% in 2011. The stock market established 

in 1996, is small and is hampered by an out-

dated operational framework. The bourse 

features 14 companies and equity 

transactions account for 45% of transaction 

activity. The stock exchange market is 

currently dominated by public sector 

issuances, accounting for 55% of 

transactions. 

25. In view of this, access to finance 

remains a challenge, especially long term 

finance. Banks are unwilling to lend to 

SMEs (that make up the largest number of 

private sector actors) due to the increased 

risk associated with that market segment, 

lack of conventional forms of collateral and 

lack of credit history information to monitor 

borrowers. However, non-banking financial 

institutions are also emerging. Their 

importance in the financial system is likely 

to be consolidated by a series of important 

banking reforms and developments such as 

the recent passing of the Microfinance Act 

(2010) and the passing of the Retirement 

Funds Bill (2011) which seeks to regulate 

the various informal pension funds in 

operation
4
.  

2.1.7 Competitiveness 

26. Malawi’s competiveness is 

negatively affected by poor infrastructure, 

weak private sector support institutions, and 

in-adequate access to finance, limited skilled 

workforce, corruption, onerous bureaucracy 

and legislation. While Malawi is ranked 117 

out of 142 countries on the Global 

Competitiveness Index (GCI)
5
 for 2011-

2012 which is a gain of eight positions 

compared to 2010-2011 ranking, the factors 

mentioned above will need to be addressed 

if the country is to achieve its development 

agenda. The Government aims to promote 

competitiveness through the National Export 

Strategy (NES, adopted in July 2012)
6
 and 

through ongoing efforts to address key 

supply-side constraints. These actions to 

tackle these bottlenecks should be at the 

                                                           
4 Malawi also intends to establish a Development Bank, a credit 

bureau has been licensed and a draft bill to address the creation of 
a commodities exchange is being considered. 
5
 The Growth Competitiveness Index provides a holistic overview 

of factors that are critical to driving productivity and 

competitiveness and group them into nine pillars.    
6
 The National Export Strategy (NES) covering 2013-18 is a 

prioritized roadmap for developing Malawi’s productive base to 

allow for both export competitiveness and economic 
empowerment. 

2012 Rank 2013 Rank

Status - 

Improvement 

(▼)

Ease of Doing Business 151 157 ▲

Starting a business 139 141 ▲

Dealing with licenses 174 175 ▲

Registering property 94 97 ▲

Getting credit 127 129 ▲

Protecting investors 79 82 ▲

Paying taxes 30 58 ▲

Trading across borders 165 168 ▲

Enforcing contracts 145 144 ▼

Closing a business 135 134 ▼

Item
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centre of any strategy for private sector 

development in the country.  

Table 2: Ranking in Global Competitiveness Index  

Global Competitiveness Index 2011-

2012 

Ranking (out of 

142 Countries) 

Basic Requirements  120 

  1st Pillar:  Institutions 56 

  2nd Pillar: Infrastructure 131 

  3rd Pillar:  Macro economy 108 

  4th Pillar:  Health and Primary 

Education 

128 

Efficiency Enhancers 116 

  5th Pillar:  Higher Education and 

Training 

123 

  6th Pillar:  Market Efficiency  73 

  7th Pillar:  Technological Readiness 124 

Innovation Enhancers 85 

  8th Pillar:  Business Sophistication 97 

  9th Pillar:  Innovation 65 

Source: World Economic Forum 2012 

2.1.8 Trade and Regional Integration 

27. Being a landlocked country, 

regional integration is key to Malawi’s 

development. The country benefits from a 

number of bilateral, regional and 

multilateral agreements. It is a member of 

the African Caribbean and Pacific (ACP) 

group, the Common Market for Eastern and 

Southern Africa (COMESA), the Southern 

African Development Community (SADC) 

and party to the EAC- COMESA- SADC 

Tripartite Free Trade Area negotiations. 

The country is also a member of the World 

Trade Organization (WTO) and eligible to 

trade under the US- African Growth and 

Opportunity Act (AGOA). Malawi’s 

membership of SADC and COMESA play 

a key role in its trade, with three of its five 

key trade partners being South Africa, 

Egypt and Zambia. Internationally, the 

main trade partners are the European Union 

(EU), Canada, United States and China.  

28. Malawi’s trade performance has 

worsened over the last decade, with a 

growing trade deficit with the rest of the 

world, an average of -14% of GDP from 

2003-2011. This points to the imperative to 

expand the export base as articulated in 

Malawi’s National Export Strategy 

document. Indeed, the country’s limited 

diversification is evident as agricultural 

products constitute 80% of goods exports, 

followed by fuels and mining products at 

11%
7
 and manufactured goods at 9%.  The 

reverse is seen for the import structure with 

manufactured goods constituting 71%, 

agricultural products 17% and fuels and 

mining products 12%. (WTO, Malawi 

Trade Profile, April 2012). Moreover, 

despite the availability of concessional 

market access opportunities under the 

various trade agreements, Malawi has 

registered limited success in expanding 

exports. The Bank’s Regional Integration 

Strategy Paper (RISP) for Southern Africa 

notes that in particular, the SADC and 

COMESA regions’ provide a large market 

for Malawi’s exports 

29. The MGDS II identifies a number of 

strategies to address the existing challenges, 

including: simplifying and streamlining 

customs procedures; promoting efficient 

and modernized boarder infrastructure for 

Trade Facilitation; and promoting 

adherence to standards. In addition, the 

RISP for Southern Africa identifies regional 

infrastructure, especially transport links as 

an area that Malawi could benefit from.  . 

The weak trade supporting infrastructure is 

demonstrated by a Logistics Performance 

Index of 2.81 (out of 5) and a ranking of 73 

out of 155 countries in 2012.  The country’s 

development prospects could be improved 

by strengthening its hard and soft 

infrastructure in order to better exploit trade 

opportunities. 

2.1.9 Social Context 

30. Poverty Profile: Poverty in Malawi 

remains high, widespread and concentrated 

in rural areas with a Human Development 

Index of 0.400 (in 2011), placing it below 

                                                           
7
 The rise in mining exports is largely attributable to the 

commissioning of Kayerekera Uranium mine in 2009  
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the Sub-Saharan African average of 0.463. 

According to the 2012 Integrated Household 

Survey (IHS) report, Malawi’s poverty level 

is estimated at 50.7% a marginal reduction 

from an estimated 52.4% in 2005
8
. Incomes 

remain very low with GNI per capita of 

USD$ 348 and a Gini Coefficient of 41.5 in 

2010 reflecting acute income inequalities 

with large sections of society marginalized. 

The country also ranks as one of the most 

densely populated countries in Africa with a 

population density estimated at 139 persons 

per km
2. 

The 2008 Population and Housing 

Census (PHC)   estimated the population at 

13.1 million, with a growth rate of 2.8% 

giving the country one of the fastest growing 

populations in the Sub-Saharan Africa 

region. Whilst Malawi is the least urbanized 

country in Africa (20% of the population), it 

has one of the highest urbanization rates in 

the World at 6% per year. This poses a 

challenge for urban development, green and 

inclusive growth. 

31. Progress on MDGs: The Millennium 

Development Goals (MDGs) Report (2011) 

stated that the country is likely to meet 5 of 

the 8 MDGs by 2015. The country is 

unlikely to meet Goal 2- achieving universal 

primary education, Goal 3- promoting 

gender equality and empowering women 

and Goal 5- improving maternal health. The 

report shows that Malawi has not fared well 

with regard to the female related targets of 

the MDGs.  

32. Gender Equity: Despite equality in rights 

being guaranteed by the Constitution and 

legislation, women are still marginalized in 

                                                           
8
 The report also indicates that 25 percent of the population is 

ultra-poor in 2011 an increase from 15 percent in 2005.  The 

Southern region of Malawi has the highest poverty rate at 63 

percent, followed by the Northern region with 60 percent and then 
the Central region with 49 percent of the population being poor. 

 About 17 percent of the population in urban areas is living in 

poverty compared to 57 percent of the rural poor population this is 
largely due to food availability at a lower price in rural areas than 

in urban areas.  About 49 percent of the people in male-headed 

households are poor and 57 percent of people in female-headed 
households are poor. 

Malawi. Malawi has a gender inequality 

indicator of 0.594 and an HDI rank of 120 

out of 187.
9
 While gender issues have 

become more mainstreamed in policies, 

challenges persist with regard to 

enforcement, monitoring, cultural bias, 

political will and inadequate budgetary 

allocations to gender actions. To enhance 

participation for all, the National Gender 

Policy and Programme are under review and 

a gender sector wide approach (SWAp) is 

being developed.  

2.1.9 Environment and Climate Change 

33.  Malawi is endowed with a 

diversified natural resource base that can 

provide the basis for sustainable socio-

economic development of the country. 

However, because about 85% of Malawians 

depend on these resources for their 

livelihood, the natural resource base of the 

country is subject to increasing pressure.  

34. The main environmental issue is land 

degradation, resulting from significant loss 

of soil fertility, soil erosion (high erosion 

rate of 10 – 43t/ha/yr.), serious deforestation 

(forest cover has declined from ~ 47% in 

1975, to ~26% in 2006), water depletion, 

pollution and loss of biodiversity (EAD, 

2004; Halle and Burges, 2006)
10

.   

According to the 2012 Climate Change 

Vulnerability Index (CCVI) published by 

the UK-based risk company, Maple croft, 

Malawi was one of the first 10 countries at 

‘extreme risk’ with very low capacity to 

adapt to predicted changes in the climate.  

35. The Government recognizes that the 

country’s vulnerability to climate change 

would limit its potential to achieve 

sustainable development and has put in 

place some initiatives to address the 

                                                           
9
 UN Human Development Report 2011 and Malawi Demographic 

and Health Survey (2010). 
10

 Environmental Affairs Department (AED) 2004: National 

Environmental Policy; Halle, B. and Burgess, J. 2006: Country 
Environmental Profile for Malawi. EC Commissioned Report 



 

9 

 

challenge. The country’s National 

Adaptation Program of Action (NAPA) was 

officially launched in 2006.  Climate change 

is also one of the nine key priority areas of 

the MGDS II. Additionally, the Government 

has established a new Ministry of 

Environment and Climate Change (MECC) 

in 2012, to promote and develop policy and 

legal framework for the management of the 

environment and climate change. 

36. Given the Bank’s increasing focus on 

inclusive and green growth, potential areas 

of support could include: improving the 

institutional and regulatory framework, 

development of climate change investment 

plans;  development and implementation of 

National Climate Change Policy and 

Response Strategy, Nationally Appropriate 

Mitigation Actions (NAMAs), National 

Adaptation Program of Actions (NAPAs) 

and Clean Development Mechanism 

(CDM);  as well as supporting the country to 

have enhanced access to climate finance and 

investment in climate proof development, 

particularly for the  agriculture and energy 

sectors. 

2.2 STRATEGIC OPTIONS 

2.2.1 Country Strategic Framework 

37.  Vision 2020 articulates the country’s 

long term goal to be “secure, democratically 

mature, environmentally sustainable, self-

reliant with equal opportunities for and 

active participation by all, having social 

services, vibrant cultural and religious 

values and being a technologically driven 

middle-income country”. The Vision 

recognizes that to achieve this there is need 

for good governance, sustainable economic 

growth, infrastructure development, food 

security, science and technology, and 

sustainable environmental management. 

 

38.  The MGDS II is government’s 

medium term plan for 2011-2016. The 

objective of MGDS II is “to create wealth 

through sustainable economic growth and 

infrastructure development as a means of 

achieving poverty reduction”. To achieve 

this objective, the MGDS II has identified 

six broad thematic areas
11

 namely: (a) 

Sustainable Economic Growth; (b) Social 

Development; (c) Social Support and 

Disaster Risk Management; (d) 

Infrastructure Development; (e) Improved 

Governance; and (f) Gender and Capacity 

Development
12

.  

 

39. The Malawi Joint Staff Advisory 

Note (JSAN, 2012) by the IMF and 

International Development Association 

(IDA) on the MGDS II, notes that the 

MGDS II is inclusive and pays particular 

attention to the need to diversify the 

economy, improve governance and promote 

the development of human capital. 

 

2.2.2 Challenges and Weaknesses  

 

40. Inadequate infrastructure: The country’s 

limited infrastructure is one of the binding 

constraints to growth and private sector 

development.   

 Transportation: Unit costs inside 

Malawi are at least twice as high as in 

South Africa, e.g.6 cents per ton-km vs.3 

cents per ton-km largely as a result of 

long distances to ports and the low 

backloads. (Millennium Challenge 

Corporation, 2011).  

                                                           
11 Within these six thematic areas, the MGDS II has isolated nine 

key priority areas (KPAs), namely: Agriculture and Food Security; 
Transport Infrastructure and Nsanje World Inland Port; Energy, 

Industrial Development, Mining and Tourism; Education, Science 

and Technology; Public Health, Sanitation, Malaria and HIV and 
AIDS Management; Integrated Rural Development; Green Belt 

Irrigation and Water Development; Child Development, Youth 

Development and Empowerment; and Climate Change, Natural 
Resources and Environmental Management.  
12

 Subsequent to the approval of the MGDSII in April 2012, the 

new government undertook a re-prioritization of key areas of 
intervention and identified Infrastructure (Energy and Transport), 

Export Diversification (Agriculture, Mining), Private Sector 

Development and Tourism as short term key drivers of growth.    
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 Energy: The country has deficiencies 

in the sector, with a peak demand of 

350MW compared to an installed 

capacity of only 287MW, of which 

277MW is available. A large segment of 

the population is not connected and 

electrification rates stand at just 8% in 

2012 with a target of 30% by 2030. 

 Agriculture: More than 99% of 

agricultural land remains under rain-fed 

cultivation. This affects agricultural 

productivity owing to weather shocks 

and natural disasters e.g. droughts and 

floods. 

 Water: Supply of water is 

intermittent and unreliable as a result of 

dilapidated infrastructure, high non-

revenue water, and low efficiencies, 

among others. 

 ICT: The sector is characterized by 

very low penetration rates, relatively 

high costs and general inefficiencies
13

.    

   

41.  Given these infrastructure 

challenges, Malawi compares poorly with 

other countries with a rank of 106 out of 140 

(See Graph 7).  
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Graph 7:  Infrastructure Index, 2008  

Best Rank in Africa Malawi Worst Rank in Africa

  Source: AfDB statistics department using data from WEF 

42. Social Inclusion (Young unskilled 

population): The youths, aged 10 to 29 

                                                           
13 In 2010, telephone lines per 100,000 were 1.07, below Africa’s 

average of 3.04, mobile lines were 20.38  below Africa’s average 

of 53.03 and  internet usage was 2.26  below Africa’s average of 
15.66 (Africa Economic Outlook: 2012). 

years, constitute a significant and growing 

share of the population in Malawi.  The 

2008 PHC estimated that 52% of the 

population is below the age of 18 years with 

only 9% having Secondary/Tertiary 

education. The youth’s lack of relevant 

qualifications has been noted by the private 

sector to be a hindrance to increasing 

productivity (percentage of youth in white 

collar jobs is 14%). The GoM has since 

made youth development a priority in the 

MGDS II. The National Youth Policy is 

under review while the National 

Empowerment and Labour Policy has been 

finalized and is expected to be adopted in 

2012. In 2010, the Youth Enterprise 

Development Fund (YEDEF) was set up in 

order to ease access to finance and provide 

enterprise development skills. However, its 

performance suggests that, youth access to 

finance should be complemented with 

relevant and adequate technical skills, 

especially as the Technical and Vocational 

Training institute (TEVET) is only able to 

absorb 1% of all applicants per year. It is 

also noted that the number of females 

accessing Technical Training is low; this 

also needs to be addressed through 

interventions targeted at reducing gender 

parity in skills development in the country. 

43. Growing population: The growing 

population poses a challenge to the 

country’s ability to provide sufficient basic 

services and economic opportunities. 

Malawi’s performance to improve maternal 

health under the MDGs has been poor and 

the country is unlikely to meet the targets by 

2015. Contraceptive prevalence rate has 

only increased slightly since the 1990’s from 

13.4% to 14.6% in 2010.  This calls for a 

more concerted effort at providing women 

and girls with more economic opportunities. 

44. Limited diversification- Heavy 

dependence on Tobacco: The African 

Economic Outlook (AEO) 2012, shows that 

compared to the African average of 34 
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products, Malawi has a limited number of 

products, 5 (tobacco, tea, sugar, cotton and 

uranium) which account for approximately 

75% of the export basket.  Tobacco exports 

dominate at (53%), followed by tea (6.9%) 

and uranium (6.8%); resulting in the 

country’s vulnerability to tobacco export 

revenues. 

45. The agricultural sector remains 

uncompetitive with very little agro-

processing; constituting only 1.7% of 

manufactured exports in 2010 according to 

the NES. Thus efforts to diversify into other 

non-traditional crops and other industries 

will need to be targeted and sustained in 

order to reduce the country’s balance of 

trade vulnerability.    

46. Weak business environment: The 

country’s business environment is weak and 

constrains investment opportunities. While 

public private dialogue to improve the 

environment has been structured since 2006, 

the weak rankings noted in the DB 2012
14

 

are reflective of the limited reform actions 

undertaken in the past five years. This weak 

environment has limited investments. For 

the period 2005-2011, Malawi’s average 

foreign direct investment flows at USD 67.3 

million were much less than the Southern 

African country average of USD 4.3 billion 

over the same period. (UNCTAD, World 

Investment Report, 2012). With most of the 

investment targeted towards the upcoming 

mining sector.  

47. Underdeveloped financial sector: 

Several constraints continue to afflict the 

Malawian financial sector among them the 

scope, depth and cost of services. Private 

sector borrowers face high interest rates and 

lack of affordability, limited coverage of 

banking services (55% of the population is 

financially excluded according to a Fin 

scope Survey in 2008), low access to credit 

particularly for start-ups and the inability to 
                                                           
 

post required collateral. Financial literacy 

among borrowers also features as a 

constraint to increased lending activity. On 

the regulatory side, legislation governing the 

financial sector although relatively 

comprehensive is outdated and reveals 

inconsistencies which impede long-term 

planning by private sector agents.  

2.2.2.1 Statistics  

48. Malawi has in place an institutional 

framework for the production of 

macroeconomic statistics. However, there 

are significant challenges in the reliability, 

scope, source and accuracy of the economic 

and trade data according to the Report on the 

Observance of Standards and Codes (2005). 

In addition, data sources and collaboration 

between institutions generating data remains 

a problem. GoM is making efforts to 

improve on the quality and timeliness of its 

macroeconomic data through implementing 

and adopting various IMF monetary and 

financial statistics modules and projects. 

Under Phase III of the Multinational 

Statistical Capacity Building Program
15

, the 

Bank is continuing to provide support to 

strengthen statistical systems in Malawi.  

 

2.2.2.2 CPIA Performance  

49. Malawi’s Country Policy and 

Institutional Assessment (CPIA) 

performance over the last four years has 

been declining, reflective of weaknesses in 

economic management and implementation 

of structural policies see Table 3. 

Opportunities to improve these areas have 

been created by the recent reforms and will 

need to be applied consistently over a 

sustained period of time to lead to 

significant improvements.    

 

 

                                                           
15 The Program will span a period of 4 years—2011 to 2013. 
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Table 3: CPIA 2009-2011 

 

2.2.5 Strengths and Opportunities 

50. Abundant Water: Lake Malawi, the 

third largest in Africa and major rivers such 

as the Shire River provide an opportunity for 

development of irrigation and water 

transport facilities. Government considers 

the Green Belt Irrigation initiative and water 

development as key priority areas. Improved 

irrigation and water transportation system 

would lead to improved access to irrigated 

land, water and sanitation, electricity and 

energy as well as providing positive spill-

over effects in the social sectors. 

51. Regional Integration and 

Geographical location:  In spite of the 

challenges of being land-locked between 

three countries, (Mozambique, Tanzania and 

Zambia), Malawi is well placed to benefit 

from the development of regional 

infrastructure and corridors.  The Africa 

Infrastructure Country Diagnostic (AICD) 

country report 2010, states that by 

integrating its infrastructure with the rest of 

the region, Malawi would be able to reduce 

its infrastructure funding gap by almost 

USD$ 200 million a year.   

52. Agricultural productivity and 

diversification: The strong agricultural base 

provides an opportunity to exploit the 

growth potential of this sector for food 

security and poverty reduction, see Box 2 

below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

In line with diversification effects there has 

been increased production in other crops for 

export including groundnuts, sugarcane, 

cotton and coffee; which from 2006 to 2010 

have grown on average by 69.8%, 24.6%, 

285% and 15% respectively. In line with the 

NES, the country aims to exploit the 

opportunities in three prioritized export-

clusters to promote agro-processing of oil 

seed products, sugarcane products and agro - 

based manufactures such as dairy and maize 

products.    

53. Mining Potential: With the onset of 

uranium mining in 2009, the mining and 

quarrying sector is likely to play a big role 

in Malawi’s economic growth; the sector has 

grown by an average of 30% over the last 

five years. The Kayelekera mine contains 

about 3.943t uranium oxide and it is 

expected to raise the country’s GDP by 10% 

and increase exports by 25% over its 10 year 

life span. Further investments are expected 

in the mining of rare minerals and limestone 

as well as coal production in the near future. 

Going forward, mining will be an important 

source of revenue, growth and employment 

for the country. Therefore, the country will 

need to have in place a conducive policy 

framework for the sector that supports 

environmental management and social 

Category 2009 2010 2011 

Economic Management  3.5 3.7 3.3 

Structural Policy 3.3 3.2 2.8 

Social Inclusion 3.8 3.8 3.4 

Governance  3.6 3.6 3.6 

Average  3.5 3.5 3.2 

Box 2: FISP programme boosts agricultural productivity:  

In 2011, the Bank undertook a comparative analysis of 

the Farm Inputs Subsidy program (FISP) in the 

Southern Africa Region with Malawi as a key 

reference point following its successful implementation 

over the last five years.  The findings showed that the 

Malawi FISP has contributed significantly to increase 

in maize productivity, doubling yields from 1.3 MT/ha 

prior to 2005/6 to about 2.6 MT/ha in 2011 and 

increased the share of smallholder agriculture in GDP 

from 1.5% in 2004 to 14% in 2009. As a result, the 

country achieved food self- sufficiency both at 

household and national level. However, the lesson for 

Malawi is that while targeted input subsidies generate 

positive outcomes targeting and management of the 

programme to ensure rationalization with attention to 

fiscal sustainability is required. 
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responsibility as well as supporting 

transparency such as the Extractive 

Industries Transparency Initiative (EITI). 

2.3 AID COORDINATION AND 

POSITIONING OF THE BANK IN THE 

COUNTRY  

2.3.1 Donor harmonization  

54. In Malawi, the Development 

Assistance Strategy (DAS), a donor 

coordination platform, ensures the 

advancement of the principles of the Paris 

Declaration (2005) and the Accra Agenda 

for Action (2008), for the coherence of 

development partners’ engagement with the 

GoM.  Various groups provide the Bank 

with a platform to engage in dialogue with 

development partners and government on 

economic, financial and sectorial issues
16

.  

 

55. Malawi participated in the 2011 

Survey on Monitoring the Paris Declaration 

(PD) principles and targets on aid 

effectiveness. Out of the five PD principles 

with applicable targets in 2010, the country 

has registered progress in ownership, 

alignment and mutual accountability, while 

challenges were observed in the areas of 

harmonization and managing for results
17

.  

 

56.  The total volume of aid disbursement 

from 2008/09 to 2010/11FY amounted to 

US$ 2.78 billion. In FY2009/10- 2010/2011, 

of the thirty DPs, the top five donors
18

 

contributed 70% of Malawi’s ODA. Aid 

continues to be concentrated in a small 

number of sectors.  The 4 largest recipient 

sectors (Health; Education; Governance; and 

Agriculture) received approximately 80% of 

                                                           
16 Namely; Heads of Cooperation (HoC), Heads of Mission (HoM), 
Common Approach to Budget Support (CABS), Technical 

Working Groups (TWGs) and Sector Working Groups (SWGs).  
17

 Progress in harmonization lagged due to limited participation of 

major DPs in programme-based approaches, while the lag in 
managing for results was due to lack of skills and funding for 

M&E. 
18

 USAID, World Bank, Department for International 

Development (DfID), Global Fund and EU. 

total annual disbursements. In contrast, the 5 

smallest recipient sectors (Information 

Technology, Public Administration; Energy 

and Mining; and Private Sector 

Development) received about 5.0% of total 

annual disbursements. (For areas of donor 

intervention see Annex X).  

2.3.2  Bank Group Positioning in the 

Country 

57. Bank Group Portfolio:  At the end 

of October 2012, the Bank’s portfolio in 

Malawi consisted of 11 operations valued at 

UA 207.4 million. One of the operations is a 

regional operation (Nacala Road Corridor) 

in support of the RISP for Southern African.   

In terms of sectorial distribution of the 

portfolio, social sector accounts for 40%, 

followed by the transport sector with 19%, 

agriculture and water and sanitation sectors 

each accounting 14%, and multi sector 

(budget support operation) at 13%.  

 

58. Portfolio Performance Review: The 

overall performance of the portfolio is rated 

as satisfactory at 2.2 on a scale of 0 to 3, 

with no project rated below 2.0. However, 

this rating has slightly decreased from the 

2010 overall performance rating of 2.3. The 

lower rating is mainly attributed to limited 

oversight by executing agencies, weak 

capacity of Project Implementation Units 

(PIUs), and poor performance of contractors 

and consultants. These are areas where the 

Bank and the Government are working 

together, as part of the country portfolio 

improvement plan (See Annex IV). Box 3 

provides an insight into the role the Field 

office plays.  



 

14 

 

 

2.4 Lessons Learned  

59. The design of the new CSP is guided 

by lessons drawn from the implementation 

of the ICSP and the review of portfolio 

performance
19

. The findings are outlined in 

the combined 2011-2012 ICSP – 

Completion Report and the 2012 Country 

Portfolio Performance Review (See Annexes 

III and IV and Box 4 below).  

Box 4. Lessons Learned from Implementation of the 

2011-2012 ICSP and  2012 Portfolio Review 

(i) Complementarily between pillars is needed to ensure 

coherent and timely delivery of development 

programs/strategies. Thus, in the new CSP Pillar I will 

focus on “hard” deliverables, whereas Pillar II will support 

“soft” actions and reforms to assist these sectors;  

 (ii)  Areas of intervention identified by the ICSP are still 

relevant. Hence, Infrastructure and private sector 

development are the key areas of GoM request for the 

Bank’s support during the new CSP period;    

(iii) Results based logical framework for shorter duration 

CSP’s need to be more realistic in design. Going forward, 

the new CSP will need to focus only on key and attainable 

outcomes and outputs per sector. In the new CSP the Bank 

will focus on  16  outcomes over 5 years compared to 17 

outcomes during the 2 year ICSP ; 

(iv) A strong level of project ownership and commitment is 

needed at high-level to ensure that critical portfolio issues 

                                                           
19

 In addition to desk analysis, meetings were held with PIU’s, 

government departments, development partners, private sector and 

other stakeholders. Two workshops were subsequently conducted 

to discuss the findings:  a CPPR workshop on 31 July, 2012 and a 
CSP workshop on 8 August 2012. 

are resolved in a timely manner. The monitoring 

mechanism established at the level of the Ministry of 

Finance, is expected to ensure ownership at all levels 

particularly the line ministries;  

(v) Government should utilize the Bank’s Project 

Preparation Facility (PPF) to improve quality at entry by 

undertaking project preparatory activities prior to project 

implementation period. Preparatory works for some of the 

main interventions proposed by the CSP, such as Irrigation 

Development Project and Hydropower Feasibility Studies 

are already being undertaken. GoM intends to use the PPF 

to support the implementation of the Nacala III project; and 

(vi) Portfolio performance would benefit from more 

flexibility in Bank’s internal processes if greater authority 

based on a threshold for no-objection issuance in line with 

the Bank’s Delegation of Authority Matrix is given to Field 

Offices/MWFO. The recently approved DAM will address 

this issue.   

 

60. Client Feedback: In addition to the 

above lessons, the feedback received from 

the government was that since opening the 

MWFO, the performance of the Bank had 

improved. However, key efforts needed to 

be undertaken to improve procedures for 

procurement and disbursement and project 

designs. In addition, improvements in donor 

coordination and knowledge dissemination 

could be made. Going forward the GoM 

would like to see the Bank increase its focus 

on support to infrastructure (roads, energy, 

water and sanitation) and regional 

infrastructure.   

III. BANK GROUP STRATEGY  

3.1 Rationale for Bank Group’s 

Intervention 

61. Malawi is at a key stage in its 

development trajectory, ability to meet the 

MDGs and the Vision 2020. The MGDS II 

provides the necessary foundation on which 

to achieve these objectives. Hence, the 

Bank’s strategy seeks to support the GoM 

by addressing impediments to growth and 

tackling the challenges and weaknesses 

facing the country.  

 

62. The choice of the Strategy‘s two 

pillars; addressing infrastructure bottlenecks 

Box 3: Role of the AfDB Office in Malawi 

 

The opening of the Malawi Field Office (MWFO) in 

2007, has allowed improved portfolio management, 

country dialogue and aid coordination. The field office 

has facilitated close follow-up actions by the GoM with 

the following results: the period between loan approval 

and signature has been significantly reduced to within 2 

months from as much as 6 or more previously. Loan 

effectiveness after signature and first disbursement has 

also improved from more than 12 to less than 6 months.  

In terms of enhancing policy with GoM and coordination 

with partners, the Bank was the chair of the CABS group 

during the crucial transition period from January to June 

2012 which was for the third time since 2007. The Bank 

has also been the lead DP in the water and agriculture 

donor groups in 2011, chair of the Heads of Cooperation 

Group, and actively participates in Heads of Missions 

meetings and activities.   
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to competitiveness and growth and 

supporting  actions to expand private sector 

investment and trade, take into account (i) 

the GoM’s priority focus areas identified in 

the  MGDS II pillars and the Economic 

Recovery Plan (ERP)
20

; (ii) the interventions 

of other development partners; (iii) the 

Bank’s comparative advantage
21

; (iv) the 

Bank’s strategic priorities  (LTS, RISP, PSD 

Policy);  (v) lessons learned from the Bank‘s 

previous engagement; and (vi) various 

Economic and Sector work (ESW)
22

, see 

Box 5.   

 

Thus, the CSP will support interventions 

that promote economic growth with a focus 

on the thematic areas of sustainable 

economic growth, infrastructure development 

and improved governance, as articulated in 

MGDS II
23

. While remaining selective, 

Bank assistance in Malawi will aim to 

leverage regional operations and co-

financing from partners and consolidation of 

                                                           
20

 The ERP launched in September 2012 jointly with the MGDSII, 

sets out priorities within priorities. Out of the 9 KPAs under 

MGDS II, the ERP has chosen 5 areas of focus; energy, tourism, 

mining, agriculture, and transport, infrastructure and ICT. 
21

 For example, the Bank is the only donor in higher education and 

the Bank was chosen as the implementing partner of the AusAid 

funding to water sector. 
22 These include the Country Economic Memorandum (CEM, 
2009),  Skills for Private Sector Development (2009),  Policy brief 

on Economic Management  and Devaluation (2011), the Public 

Expenditure and Financial Accountability Assessment (PEFA) 
2011 , the  African Economic Outlook (2012), the Evaluation of 

Public Financial Management Reform (2012),  Private Sector 

Profile (2012) and the on-going Joint Country Analysis (2012). 
23

 Refer to Country Strategic Framework.  

on-going support. In addition, the design and 

implementation of focus areas will 

mainstream crosscutting issues in particular 

gender and will take give importance to 

aspects of green and inclusive growth.  

 

3.2 Strategic Pillars, Deliverables and 

Targets  
63. The Bank’s CSP (2013-2017), will 

support interventions under two pillars, see 

Annex I. 

64. Pillar I: Address Infrastructure 

bottlenecks to competitiveness and growth: 

Under this pillar, the new strategy seeks to 

address weak infrastructure, a constraint to 

service delivery, private sector growth and 

competitiveness. Specifically, interventions 

in this pillar will support transport, energy, 

water supply and irrigation. Related to this 

will be interventions to address regulatory 

and market challenges in the infrastructure 

services which also contribute to Malawi’s 

poor competitiveness. In addition, more than 

half of the intended interventions will be 

regional, thus supporting Malawi’s regional 

integration agenda. 

65. Pillar II: Support actions to expand 

private sector investment and trade:  This 

pillar will support policy reform and actions 

to improve the economic and business 

environment.  Interventions aimed at 

expanding private sector investment will 

seek to support the macroeconomic 

environment and improve public finance 

management, trade and regional integration, 

and increase financial services for small and 

medium enterprises. The pillar will also 

focus on capacity building, skills 

development and entrepreneurship training 

to address the challenges of youth 

unemployment and job creation to reduce 

poverty and harness the demographic 

dividend of Malawi’s young population 

66.  Under these proposed two pillars, 

emphasis will be placed on  green and 

Box 5:  Guiding Principles for Preparing the CSP 

 Alignment with MGDS II; 

 Alignment with Bank Group’s  Long Term 

Strategy (LTS, 2013-2022), Southern African 

Regional Integration Strategy Paper (RISP, 2011-

2015) and the proposed Private Sector 

Development Strategy (2012-2017 ); 

 Economic and Sector Work;   

 Bank’s comparative advantage; 

 Division of Labor among DP’s; 

 Client Feedback and consultative meetings; and  

 Lessons from Bank’s past strategies and portfolio 

performance. 
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inclusive growth-through supporting access 

to finance, youth empowerment through 

skills development, promoting resilience to 

climate change, particularly in infrastructure 

and rural development.  

3.2.1  Deliverables and targets  

67. The interventions and results 

expected under the Pillars of support are as 

follows:  

Pillar I: Address infrastructure bottlenecks 

to competitiveness and growth 

68. To take advantage of opportunities 

offered by regional integration, the Bank 

will, in line with its Southern African (RISP) 

and PIDA, increase support to regional 

operations for Malawi to reduce transit 

costs, strengthen capacity for trade 

facilitation, and enhance connectivity to the 

regional and international markets including 

energy sources.  

69. Pillar I (Result 1) Transport:  

Transportation costs in Malawi remain a 

challenge and an impeding factor to 

economic growth and poverty reduction. 

Some of the factors that drive high 

transportation costs are lengthy routes to the 

sea ports- the main international corridors 

that lead to the ports are Nacala (800km); 

Beira (825km); Dar‐es‐Salaam (1667km); 

and Durban (2,340km) and shorter distances 

internally resulting in underutilization of the 

transporting fleet.  

70. Based on the above, the Bank’s 

transport sector interventions will focus on 

the following: (i) rehabilitation of the Nacala 

Road Development Corridor including 

construction of One-stop-Border-Posts at 

Chiponde and Chipata
24

; (ii) development of 

the Mtwara Corridor linking Malawi with 

Tanzania, Zambia, and Mozambique; and 

(iii) the Sena Corridor with Mozambique.   

                                                           
24

 The borders between Malawi and Mozambique and Malawi and 

Zambia, respectively.  

71.  The interventions should lead to: (i) 

improved trade facilitation, through reduced 

time to cross borders and travel time; (ii) 

reduced costs of transport; and (iii) 

increased private sector participation in the 

major sectors. The interventions will seek to 

promote green growth and social 

inclusiveness by ensuring minimal 

degradation of the environment and ensuring 

affected communities participate and benefit 

from transport interventions, and stimulating 

private sector activities along regional 

transit corridors. 

72. Pillar I (Result 2) Energy: The power 

sector is challenged by a capacity deficit.  

The country has a peak demand of 350MW 

compared to an installed capacity of only 

287MW, of which 277MW is available. The 

system is 80% hydro based, of which 60% is 

about 30 years old and is characterized by 

poor quality and lack of reliability (losses 

beyond 20%) with resultant load shedding of 

about 50MW.  It is projected that in 10 

years, maximum demand will double to 

almost 600MW, while domestic customers 

are forecast to rise from 187,000 (2010) to 

932,000 (2030). However, improvement in 

the sector requires planning, substantial 

investments in rehabilitation of existing 

generation, transmission and distribution 

systems as well as new builds.   

73. Malawi’s economic development 

agenda and goals for poverty reduction and 

private sector development are hindered by 

the above prevailing situation. Thus, 

proposed Bank interventions during the new 

CSP period  include: (i) conducting 

feasibility studies for power generation,  (ii) 

assisting  in structuring Public Private 

Partnerships (PPPs),  and (iii) adding of 290-

380MW to the system. The interventions 

will be targeted at; (i) increasing supply 

capacity through supporting increased 

generation and transmission; (ii) increasing 

access to electricity; and (iii) promoting 

regional energy trade through supporting 
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interconnectivity projects. The Bank will 

also finance studies to explore alternative 

energy sources including clean energy. 

74. Pillar I (Result 3) Water and 

Sanitation: In the MGDS II, water is 

considered a fundamental catalyst for 

energy, transport, agriculture, health, social 

development and biodiversity. While access 

to water supply increased to 83% in 2010 

(Joint Monitoring Program (JMP), 2012) 

from about 40% in 1990s, evidence suggests 

that access to improved sanitation has not 

increased at the same rate  and remains low 

at 51% in 2010.  Furthermore, supply in 

cities is intermittent and unreliable, affecting 

the productivity of private sector operations. 

This has resulted in long down time for 

production in industries and contributed to 

slow growth of the economy.  

75. In view of the above, the Bank will 

supplement its on-going intervention in this 

area, the National Water Development 

Program (NWDP) - which is being co-

financed by AusAid, through supplemental 

finance. In addition, the Bank will facilitate 

the integrated use of water to promote 

regional energy and water resources 

development. The results of the 

interventions will be (i) increased access to 

water; (ii) increased access to sanitation; (iii) 

improved institutional capacity for water 

resources management; and (iv) optimal use 

of regional shared water resources such as 

Lake Malawi, the Shire and the Songwe 

River Basins.  

76. Pillar I (Result 4) Irrigation 

Development:  

The country depends largely on agriculture 

to achieve food security and socio-economic 

growth. However, the sector is heavily 

dependent on rain-fed cultivation, more than 

99 per cent of agricultural land remains 

under rain-fed cultivation.   In line with the 

Bank’s Agriculture Sector Strategy, support 

to agricultural infrastructure development 

under Pillar I will contribute to agricultural 

productivity, leading to inclusive growth and 

a reduction of rural poverty. To promote 

climate resilience and green growth, 

interventions in irrigation will also ensure 

that activities promote natural resources 

management agro forestry, watershed 

management and conservation.  

77. The results of the intervention in this 

area will be : (i) enhanced food security; (ii) 

enhanced incomes, through increased 

agricultural productivity and profitability by 

establishing market-linked smallholder 

farming ventures (linked to sugar estates); 

and (iii) increased irrigated land 

professionally operated.  

Pillar II: Support actions to expand private 

sector investment and trade  

78. Pillar II (Result 1) Economic 

Governance: To address some of the 

challenges in economic governance, the 

authorities have embarked on a series of 

PFM reforms; among them the GoM is 

implementing a Public Finance and 

Economic Management Reform Programme 

(PFEM-RP, 2011-17). The PFEM-RP 

covers a wide range of areas with a view to 

build capacity of PFM implementing 

institutions.  

79. In order to deepen economic 

governance,   promote transparency and 

accountability, and create conducive 

environment for private sector   

development, the Bank plans to support 

implementation of PFEM-RP through a 

PFM Institutional Support Project (ISP). The 

proposed project will aim at; (i) 

strengthening tax administration, (ii) 

improving domestic resource mobilization, 

and (ii) promoting transparency in public 

procurement.  These objectives are in line 

with the improved governance and cross-

cutting (i.e. capacity development) themes 

of the MGDS II.   
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80. Through proposed budget support 

programs, the Bank will work with GoM 

and other partners in ensuring that PFM, 

private sector and pro-poor reforms that 

support inclusive growth and private sector 

development are undertaken. The 

interventions will lead to: (i) improved 

credibility of the budget; (ii) improved 

efficiency of public service delivery; and 

(iii) improved business environment.  The 

budget support programs will be designed 

and implemented within the context of the 

CABS framework. 

81. Pillar II (Result 2) Addressing 

Impediments to Trade Expansion and 

Business:    

In an attempt to expand production and 

export capacity, in the past five years the 

country has undertaken a number of reforms 

including the simplification of the trade 

regime
25

. Despite these developments, 

exports remain precariously concentrated on 

narrow range of primary products and trade 

deficits persist. To reverse this dismal trade 

performance and underutilization of market 

access opportunities the Bank will support 

Malawi in implementing measures aimed at 

expanding and diversifying exports, 

including: enhancing the ability to meet 

standards and addressing non-tariff 

measures through trade facilitation and 

customs modernization; and simplifying and 

streamlining trade and customs procedures.   

82. In this regard, Malawi could benefit 

from the customs reform and modernization 

programme to be implemented jointly by the 

Bank and World Customs Organization 

(WCO).  Malawi is also eligible to benefit 

under the recently established Africa Trade 

Fund (AfTra) which has been set up to 

facilitate the integration of African countries 

in regional and global trading systems.   

                                                           
25

 MGDS II 

83. With DPs support, GoM has been 

implementing reforms to improve the 

business environment
26

. However, a lot 

remains to be done to review and amend 

legislation that negatively affects the 

business environment.  The Bank will 

promote continued business reforms, 

through the provision of budget support 

aimed at supporting reviews and enactment 

of the pending pieces of legislation.  

84. To address the challenge of access to 

finance, the Bank will also seek provide 

medium to long term maturity lines of 

credits (LOCs) to established local 

commercial banks and microfinance 

institutions. In addition, the Bank will seek 

to directly finance non-sovereign investment 

projects in some of the GoM priority sectors 

of energy, mining, agribusiness, tourism, 

transport and ICT.  

85. Through its sector interventions 

(under Pillar I), the Bank will promote the 

increased participation of private sector in 

service delivery and infrastructure, through 

PPPs, following the enactment of the PPP 

Act in 2011.
27

  

86. The results of these interventions will 

be: (i) improvement in the doing business 

environment; (ii) increased financial 

services;  (iii) increased SME access to long 

term finance, (iv)  enhanced efficiency in 

trading across borders (v) improved ability 

to meet standards ; and (vi) increased 

exports to both traditional and emerging 

markets. 

87. Pillar II (Result 3) Skills development 

for entrepreneurship:   In order to provide 

the critical mass of human capital 

development required to support the 

functioning and service of the huge 

                                                           
26

 Effectively since 2006 through the World Bank funded Business 

Enabling Support Technical Assistance Program (BESTAP).  
27

 Malawi is a recent beneficiary of Indian TF resources which 

will support capacity building in the Privatization Commission 
(PC) and relevant line ministries.  
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investments in infrastructure that will be 

made during the short to medium term (by 

GoM and other partners including the Bank 

in Pillar I), more resources are required to 

build skills at the level of artisans, master-

craftsmen and technicians, with a particular 

focus on women. This is an area not 

currently being addressed by the on-going 

Bank Higher Education Science and 

Technology (HEST) project, nor adequately 

undertaken by other partners.    

88.  Through a proposed skills 

development for entrepreneurship program 

the Bank will be filling the huge gap in 

tertiary education and creating a synergy 

with youth’s access to finance for 

entrepreneurship.
28

 The expected results of 

the intervention will be; (i) increased 

number of youth with relevant industry 

specific skills; (ii) increased number of 

skilled youth accessing credit facilities, and 

(iii) the medium and long term maintenance 

and sustainability of the facilities supported 

under Pillar I of the CSP. 

3.2.2 Non-lending interventions  

89.  The non-lending activities will 

support country dialogue and the design of 

future Bank interventions and programs. The 

proposed studies will: (i) assess Malawi’s 

options for regional corridor development; 

(ii) identify alternative clean energy 

prospects; (iii) improve natural resource 

management; (iv) identify mechanisms for 

agricultural financing beyond the FISP; and 

(v) improve statistical capacity; (vi) support 

measures to boost export performance. The 

Bank will also participate in a Public 

Expenditure Review (PER) jointly with the 

World Bank and a Joint Country Analysis 

with other development partners. In 

addition, the Bank intends to undertake a 

Domestic Resource Mobilization study
29

 to 

                                                           
28

 Records show that among   TEVET graduates, about 50% are 

willing to open their own business (source: ILO 2010). 
29

 In select countries in Southern Africa, including Malawi.  

inform GoM on better revenue mobilization. 

Through the Africa Legal Support Facility 

(ALSF) the Bank will provide support 

towards PPP transactions and potential legal 

assistance for the mining sector. Findings of 

most of this analytical work will inform the 

Mid Term Review (MTR) of the CSP 

expected in 2015.  

3.2.3 Financing instruments  

90.  The new CSP will span three ADF 

cycles, ADF 12 (2013), ADF 13(2014-16) 

and ADF 14(2017). The Performance Based 

Allocation (PBA) to Malawi under the ADF 

12 was UA 102 million
30

 of which UA 

25million is available for the CSP 

interventions in 2013. During the new CSP 

period, the Bank will employ a broad range 

of financing instruments, such as the ADF 

loans and grants, Nigeria Trust Fund (NTF), 

the private sector window (lines of credit, 

equity, and trust funds), bilateral trust funds 

including Africa Trade Fund (AfTra) and 

co-financing to leverage the country’s PBA 

allocation. In addition the Bank will explore 

the possibility of raising finance on the local 

market through a bond issuance.  

3.2.4 Monitoring and Evaluation 

91.  Monitoring and evaluation of the 

CSP results framework (See Annex II) will 

be conducted in conjunction with GoM as 

part of the MGDSII process. The Bank will 

participate in relevant sector and thematic 

working groups and partner monitoring 

groups as part of this process. Additionally, 

in line with the Bank’s internal processes 

annual CPPR’s will be conducted. A Mid 

Term Review of the CSP, which is expected 

to be conducted in 2015 and will provide the 

basis to evaluate outcomes attained and 

make necessary adjustments to the CSP 

objectives and interventions.  

                                                           
30 A similar estimation has been made for ADF 13 and ADF 

14resources, which are reflected in the indicative lending 
operations in Annex I. 
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3.3 Country Dialogue Issues 

92. The main issues for dialogue 

include: 

(i) Portfolio Management: The Bank will continue to 

dialogue with GoM to address the portfolio management 

and performance constraints. To this effect, quarterly 

portfolio meetings, fiduciary training and CPPRs will be 

undertaken. 

(ii)Economic Governance and Business Climate: The 

Bank will intensify policy dialogue to improve the business 

environment. The main issues include improving the 

regulatory and institutional environment for key services; 

deepening financial services; improving institutional 

capacity for trade promotion and export diversification; and 

maintaining a good macroeconomic environment. 

(iii) Urban Development and Population growth: In view 

of the high population growth and fast urbanization rates, 

the Bank will engage with other partners, particularly the 

USAID which focuses on reproductive health, to articulate 

measures to be designed to meet these challenges.  

(iv) Joint Assistance Strategies: The on-going Joint 

Country Analysis being undertaken by DPs in Malawi 

provides an opportune platform to move beyond discussing 

co-financing arrangements and joint implementation units 

towards developing joint assistance strategies31. The Bank 

will explore this during the CSP period. 

 

3.4 Risks and Mitigation Measures 

93.  The main risks and mitigation measures 

identified during the CSP period are:  

Risk 1: Weak public and private implementation capacity. 

Capacity constraints in public as well as private sector 

(procurement, oversight, contractors, consultants, auditors, 

etc.) may hamper ability to effectively implement and monitor 

Bank operations and delivery of results within agreed 

timeframe.   

Mitigative measure: The Bank will continue undertaking 

capacity building initiatives (fiduciary and M&E training). It 

will also continue to sensitize Government to utilize the Project 

Preparation Facility (loan/grant) and trust funds to conduct the 

required preliminary studies ahead of project implementation 

phase.    

Risk 2: Slippages in policy implementation of governance 
and economic reforms. GoM slippages in the implementation 

of a sound macroeconomic program would affect credibility of 

reforms and result in lower aid flows. In 2011/12, donor 

financing accounted for 21% of the national budget. 

                                                           
31 During the CSP preparation, the World Bank was also preparing 
its next Country Assistance Strategy (CAS, 2013-16) for Malawi, 

having extended its previous CAS for two years prior to the 

MGDSII approval.  MWFO and WB office held consultations on 
the respective strategies to discuss synergies and co-financing. 

Mitigative measure: Quarterly reviews of the country’s 

macroeconomic program implementation will be conducted 

in the first year of the new IMF ECF program and semi-

annual reviews thereafter. In addition, the bi-annual CABs 

reviews will also monitor economic and governance 

reforms. The Bank will also provide Budget support and 

undertake an Institutional Support Project which will 

strengthen public finance management and domestic 

resource mobilization.   

 Risk 3: In-adequate resources to fund the MGDS II and 

CSP. MGDS II was largely developed under different 

economic conditions than prevailed at its approval in April 

2012. This poses the risk to its full implementation and in 

meeting sets targets given the limited resource envelope.  

Additionally, the small country PBA allocation, poses a 

risk to the implementation of the programs proposed under 

the CSP.  

 

Mitigative measures:  

 Government has embarked on an exercise to re-prioritize 

the MGDS II and develop a new financing plan.  

 A number of donors continue to support the country’s 

program and have committed to provide resources to 

address some of the initial funding gaps in government 

resources.   

  Through the proposed CSP the Bank will support the  

MGDS II implementation. 

To leverage the country allocations, the Bank intends to 

pursue multiple sources of resources, including the ADB 

windows, trust funds, co-financing and domestic private 

sector resources to finance the CSP interventions.  

 

IV. CONCLUSION AND 

RECOMMENDATIONS  

4.1 Conclusion 

 

94. The new CSP for Malawi comes at a 

time of change for the country. The 

proposed CSP focus areas provide a solid 

complementary program to support the 

Government’s medium term plan, the 

MGDS II, and its ambitious reform agenda. 

The interventions proposed will support the 

country regain its past performance and the 

way to a much needed higher and more 

inclusive growth path. 

 

4.2 Recommendation 

 

95. The Boards are hereby invited to 

consider and approve this 2013-2017 

Country Strategy Paper for Malawi.  
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I 

 

INDICATIVE INTERVENTIONS DURING CSP 2013-2017 
I. INDICATIVE LENDING OPERATIONS 

Year: Operation Amount (UA m) Source Sector Window AfDB Potential Collaborating Partners 

PILLAR I: ADDRESS INFRASTRUCTURE BOTTLENECKS TO COMPETITIVENESS AND GROWTH 

2013: Smallholder Irrigation and Value Addition Project 26 ADF XII: Malawi ( 0.25 grant) Agriculture & Rural 

Development 

Public Sector Norway, European Union (EU) & World Bank 

GAFSP Co-financing (26) 

2013: Multinational Nacala Road Corridor Development 

Phase III 

59 ADF XII: Malawi (18 Loan) Transport Regional & Public Sector DfID & JICA 

Multinational(27 Loan) 

Co-financing (14) 

2014: National Water Development Program II 50 ADF XIII: Malawi (Loan 10) Co-

financing (35) , Trust fund (5) 

Water supply and Sanitation Public Sector AusAid, World Bank & UNICEF 

2015:Malawi-Mozambique Interconnector Project 75 ADF XIII: Malawi (15 Loan) Energy Regional & Public Sector Norway & World Bank 

Mozambique ADF (15 Loan)  

Multinational (45 Loan)   

2015: Irrigation Development Project 20 ADF XIII: Malawi (Loan 10) Co-

financing (5), Trust fund (5) 

Agriculture & Rural 

Development 

Public Sector  World Bank & EU 

2015: Hydropower Project Kholombidzo/Lower Fufu 

Hydroelectric Power Project 

63 ADF XIII: Malawi (10 Loan) Integrated (Water &  Energy)  Regional & Public Sector World Bank 

Tanzania ADF (15 Loan) 

Multinational(38 Loan) 

2016: Songwe River Basin Development Program 30 ADF XIII (Loan 15) Energy  Public & Private Sector Norway 

NTF (8), PPP (5),TF (2) 

2017: Mtwara Corridor 100 ADF XIV: Malawi (20 Loan ) Tanzania 

(20 Loan), Multinational (60 Loan) 

Transport Regional & Public Sector   

TBD: Sena Corridor Development TBD ADF XIV: Malawi (TBD), Mozambique 

(TBD), Multinational  

Transport Regional/Public Sector & PPP DfID & EU 

PILLAR II: SUPPORT ACTIONS TO EXPAND PRIVATE SECTOR INVESTMENT AND TRADE 

Year: Operation Amount (UA m) Source Sector Window AfDB Potential Collaborating  Partners 

2013: Restoration of Fiscal Stability Social Protection 

Program (RFSSP) Budget Support (Supplementary to 

2012 Approval) 

4.0 ADF XII (Grant) Multi-Sector Public Sector DfID, EU, Germany, IMF, Ireland, Norway & World 

Bank  

2013: PFM Institutional Support  3.6 ADF XII (Grant) Multi-Sector Public Sector DfID, EU, Germany, Ireland,  Norway & World 

Bank 

2014: Competitiveness and Export Diversification 

program (Budget support) 

20 ADF XIII (Grant) Multi-Sector   Public & Private Sector  DfID, EU, Germany, IMF , Ireland, Norway & 

World Bank 

2015: Skills Development for Entrepreneurship 10 ADF XIII (Grant) Multi-Sector Public Sector World Bank 

2017: Competitiveness & Export Diversification 

program II (Budget support) 

30 ADF XIII (15 Grant) 

ADF XIV (15 Grant) 

Multi-Sector Public & Private Sector  DfID, EU, Germany, IMF , Ireland, Norway & 

World Bank 

II. INDICATIVE NON-LENDING  OPERATIONS 

Year: Operation Amount (UA m) Source Sector Operational Linkage AfDB Potential Collaborating  Partners 

2013: Joint Public Expenditure Review 0.26 Korean Trust Fund (UA 0.1) and (UA 

0.16) financing from other development 

partners 

Cross-cutting (Agriculture, 

Transport, Education, Health 

and Social Protection) 

Budget Support and PFM Institutional 

Support 

DfID, Germany, Norway& World Bank 

2013: Nacala Corridor-design of Mangochi-Chiponde 

Road  

0.5 NEPAD-IPPF/PPF Regional Integration  Multinational Nacala Road Corridor 

Development Phase III  

  

2013:  Domestic Resource Mobilization   TBD  Trust Fund   Economic Management  Budget Support and PFM Institutional 

Support 

IMF & Norway 

2014: Alternative Sources of Energy Studies and  Lower 

Fufu Phase III Feasibility Study 

TBD Clean Energy Fund/ Trust Funds Energy  Kholombizo/Lower Fufu Hydroelectric 

Power Project 

Norway & World Bank 

2015: Stock Market Framework Review TBD Trust Funds Financial Sector/Private 

Sector 

 Competitiveness and Export 

Diversification program (Budget support) 

  

2015: Statistical Capacity Building Support  TBD Trust Fund Multi-Sector Cross-cutting  Norway & World Bank 

2016: Priority Railway Links Studies 1 NEPAD-IPPF Regional Integration  Sena Corridor Development World Bank & Norway 
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2013-2017 CSP RESULTS FRAMEWORK   

Malawi Growth and 

Development 

Strategy  (Goals)    

 Issues hindering 

achievement of 

Country 

Development 

Goals/Sector Issues  

Final Outcomes 

(expected by end of 

CSP, 2017)  

Final Outputs 

(expected by end of 

CSP, 2017) 

Mid-Term  

Outcomes 

(expected by 2015) 

 

Mid Term 

Outputs 

(expected by 

2015) 

ADB interventions Expected to be on-

going during the CSP period 

(new and on-going) 

Pillar I : Address Infrastructure Bottlenecks to Competitiveness and Growth 

Transport Sector 

Goal  

Contribute to 

economic growth and 

poverty reduction. 

-Weak M&E at the 

Ministry of Transport 

and Public Works to 

effectively supervise, 

monitor and evaluate 

interventions in the 

sector; and  

-Insufficient 

operations budget for 

the Roads Authority to 

effectively supervise 

consultants and 

contractors. 

Travel-time on target 

roads to reduce by 

30%  

(on 263km of 

rehabilitated roads) 

 

260km of target roads 

rehabilitated 
Travel-time on 

target roads to 

reduce by 30%  

(on 93km of 

rehabilitated roads) 

93km of target 

roads 

rehabilitated 

 

Lending Activities 

(On-going ) 

(i) Malawi Trunk Roads Rehabilitation 

Project: Blantyre-Zomba Road 

(60km);  

(ii) Multinational Nacala Road 

Rehabilitation Project: Lilongwe 

West Bypass Road Construction 

Project (13km)  

(Pipeline) 

(i) Mzuzu-Nkhata Bay Road 

Rehabilitation Project (46km);  

(ii)  Multinational Nacala Road 

Rehabilitation Project (174km)   

 One-Stop-Boarder-Post 

at Chiponde (Malawi/ 

Mozambique border) 

 

 One-Stop-

Boarder-Post at 

Chiponde 

(Malawi/ 

Mozambique 

border) 

Energy Sector Goal 

Contribute to the 

electricity generation 

infrastructure in 

Malawi in order to 

enhance economic 

development 

-Unreliable, poor 

quality and 

insufficient 

generation, 

transmission and 

distribution capacity;  

-Obsolete and 

unmaintained 

infrastructure; and 

-Very low access rates 

 

Increased power 

generation capacity 

from 277MW to 320 

MW 

 

System expansion of up 

to 300MW through 

i. 50MW from 

interconnector with 

Mozambique  

ii. 142MW from Songwe 

River basin Development 

Program and  

iii. 100-200MW from 

Lower Fufu or 

Kholombidzo project 

Informed  

investment plans  

through 2 feasibility 

studies  

 

Two feasibility 

studies 

conducted  

 

Lending Activities 

(Pipeline)  

(i) Lower Fufu or Kholombidzo Hydro 

Power Development Project;  

(ii) Malawi Mozambique Interconnector 

project;  

(iii) Songwe River basin development 

project  

 

Improvement in 

electricity access 

rates from 8% (2010) 

to 15% 

 

 Construction of a  

transmission line 

providing 50MW 

Agriculture sector 

goal 

Contribute to 

sustainable economic 

growth and 

development by 

enhancing irrigated 

agricultural 

production for food 

security 

-Recurrent drought; 

-Over reliance of poor 

farmers in rain fed 

agriculture; and  

-Limited access to 

agricultural finance 

Resilient maize yield 

from 2.6 to 3.5t/ha in 

2017 

8, 000 ha of irrigated 

land 
Resilient maize 

yield from 2.6 to 

3t/ha in 2015 per 

unit area  

 

2500 ha of 

irrigated lands 
Lending activities 

(On-going)  

(i) Agriculture Infrastructure Project 

(ii) GAFSP 

(Pipeline) 

(i) Shire Valley Irrigation Project   

 
Resilient sugar cane 

yield from 90 to 110 

t/ha in 2017 

   



 

III 

 

Water Goal: To improve 

access to water through an 

integrated water 

management system.  

 

 

Sanitation Goal: To 

ensure use of 

improved sanitation 

facilities and 

adoption of safe 

hygiene practices. 

 

-Undeveloped water 

resource; 

-Limited access to 

potable water; 

-Low access to 

improved sanitation; 

-Inadequate sewer 

facilities; 

-Slow decentralisation 

of the sector. 

Increased water 

supply coverage to 

90% of population. 

 

 

Water Supply Regulator 

established 5,000 water 

points developed 

 

Increased water 

supply coverage to 

87% of population. 

 

 

2,500 water 

points developed 

 

 

Lending Activities 

(On-going)  

(i) National Water Development 

Programme  (NWDP)  

(Pipeline)  

(i) NWDP II; (ii) Songwe River Basin 

 
Improved sanitation 

access 65% of 

population from 51% 

in 2012 

 Improved sanitation 

access 58% 
 

 250 sanitation centres 

constructed 

 

 125 sanitation 

centres 

constructed 

 
Pillar II:  Support Actions to Expand Private Sector Investment and Trade 

Economic  

Governance Goal 

Ensure well 

regulated, 

transparent, 

accountable and 

efficient business 

systems. 

 

Deliver services to 

the public in an 

efficient, demand 

driven and effective 

manner 

 

Economic Governance  

-Narrow tax base; 

- Limited tax 

compliance;  and  

-Weak PFM 

( procurement, audit 

and reporting) systems 

at all levels 

 

Total revenue (excl 

grants)  as % of  

GDP at #  from 23.4 

(2011)  

Integrated Tax 

Administration System  

(ITAS) designed 

 

Total revenue (excl 

grants)  as % of  

GDP at #  from 23.4 

(2011) 

Electronic Tax 

Registers for 

Value Added Tax 

in place   

Lending Activities 

(Pipeline)  

(i)PFM Institutional Support Project 

(ISP);   

(ii) Budget support (Competitiveness 

and Export Diversification) 

(On-going) 

Restoration of Fiscal Stability and 

Social Protection 

 

Auditor General’s 

annual reports 
submitted to 

parliament within 6 

months after end of 
fiscal year  

IFMIS rolled-out 

to 29 Local Authorities 
(LAs). 

 

Auditor General’s 

annual reports 
submitted to 

parliament within 8  

months after end of 
fiscal year 

IFMIS rolled-out 

to 22 Local 
Authorities (LAs) 

 

PEFA score on public 

access to complete, 

reliable and timely 
procurement 

information improved 

to C  from D in 2011 

 

Procurement Information 

management System in 

place 

 

PEFA score on 

public access to 

complete, reliable 
and timely 

procurement 

information 
improved to D+   

from D in 2011 

The PPA amended 

and  the PPA 

regulations and 
desk instructions 

approved 

PSD Goal 

 

Develop and promote 

a conducive 

environment that will 

enhance inclusive 

private sector growth 

and competitiveness 

 

Business enabling 

environment 

-Weak  regulatory  and 

policy framework for  

private sector 

development; 

-Weak Trade 

environment;  and  

 

 Documents to export 

goods reduced from 

10 (2012) to 5 

and to import from 9 

(2012) to 5 

 

Creation of a single 

window for trade 

transactions 

 

 

 

Time it takes to 

trade across borders 

reduced to 

27 days/yr. from 34 

(2012) for exports 

and to 37 days/yr. 

from 43 in 

2012 (imports) 

 

One-stop border 

post procedures 

agreed at 

Mwanza, 

Muloza, 

Chiponde and 

Dedza borders 

 

Lending Activities 

(Pipeline)  

(i) Budget support (Competitiveness 

and Export Diversification) 

 (ii) AfTra  and WCO grants (TBD) 

 

 



 

IV 

 

 

 

-An antiquated 

operational and 

regulatory framework 

for the Malawi Stock 

Exchange 

Procedures to register 

a business reduced to 

5 from 10  in 2012 

 

Government approvals 

and payment of fees 

consolidated 

at a one stop shop. 

Time it takes to 

start a business 

reduced to 29 

days/yr. from 39 

(2012) 

 

Develop Investor 

Facilitation 

Programmes for 
Malawi’s priority 

sector defining 

parameters and 
enabling MITC to 

effectively engage 

with relevant 
Ministries and 

agencies. 

 

 

Increase in 

companies raising 

funds on the Stock 

Exchange per year 

from 14 in 2011  

 

Increase in number of 

pipeline of transactions 

on the Stock Exchange 

   

Private Sector 

Development  

-Lack of long term 

finance; and  

-Limited availability 

of   trade finance 

 

Increased access to 

trade and project 

finance Decrease in 

financially excluded 

population from 55% 

to 50%. 

2-3  lines of credit 

projects implemented  

 

 

Availability of long 

term finance and 

trade finance 

 

Lines of credit 

approved for 2-3 

local commercial 

banks 

Lending Activities 

 (Pipeline) 

(i)Financial intermediation (lines of 

credit and/or trade finance) subject to 

risk rating and SLL 

 
30  companies to access 

trade finance 
 15 companies to 

access trade 

finance 

12 companies to access 

long term project finance 
 6 companies to 

access long term 

project finance 

Social development: 

Sector goal 

 

Enhance effective 

youth participation in 

economic activities.  

 

-Limited access to 

institutions of higher 

learning for skills 

development;  

-Inadequate technical, 

vocational and 

entrepreneurial skills; 

and  

-Limited access to 

credit facilities for 

business and 

entrepreneurial 

development.   

Enrollment rate for 

TEVET increases 

from 34.5/100,000 in 

2012 to 40/100,000 

in 2017, of which 

30% will be female. 

 

Increased number of 

youth trained, tested and 

certified through the 

TEVET system from 

5,000 in 2012 to 10,000  

in 2017  

 Skills 

development for 

entrepreneurship 

programme 

approved 

Lending activities  

 (On-going)  

(i) Support to Higher Education Science 

and Technology (HEST) 

(Pipeline) 

(i)Skills development for 

entrepreneurship program   

 Proportion of literate 

out of school youth 

increased from 35% 

in 2011 to 80% in 

2017, of which 30% 

will be female 

 

Increased portion of 

females enrolled in the 

TEVET system from 

30% in 2012 to 40% in 

2017 

 

  

 Proportion of certified 

trainees with access to 

credit facilities increased 

from below 12% in 2012 

to 15% in 2017, of which 

30% will be female 
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SUMMARY OF THE 2011-2012 INTERIM COUNTRY STRATEGY PAPER COMPLETION REPORT  

Introduction: The 2011-2012 Interim Country Strategy Paper (ICSP) for Malawi was approved by the 

Board of Directors on 11 May, 2011. The ICSP was designed to support the Governments’ 

development agenda as set out in the Malawi Growth and Development Strategy (MGDS I) covering 

the period 2006-2011 and provide transitional support as the country prepared its new development 

plan, MGDS II, expected in 2012.  The ICSP focused on two key pillars, namely: (i) improving 

infrastructure; and (ii) accelerating private sector development.  

Status of Country Strategy Paper Implementation: Twelve lending interventions were planned to 

be implemented during the CSP period (seven on-going and five new projects). The new lending 

interventions during the ICSP period focused essentially on Pillar II, “Accelerating Private sector 

development”, which accounted for 33% of pipeline projects, compared to 8.3% in Pillar I, “Improving 

Infrastructure”. This distribution showed the change towards alignment to the new areas of focus 

identified, infrastructure and private sector development.   The non-lending activities proposed under 

the ICSP consisted of four ESWs aimed at ensuring that new operations under the next CSP were 

informed by recent feasibility studies, in order to improve the quality and readiness of potential future 

interventions.  

Results attained (Outcomes and Output): The objectives of the two pillars of the strategy were 

marginally met; implementation showed that only 27% of outcomes were met. With regard to outputs, 

23.5% of outputs were met, 29.4% were partially met and 47% were not met. This  marginal 

performance was largely due to a number of factors; the inability to secure funding for the regional 

operation, poor macroeconomic environment that affected the planned implementation of projects to 

support private sector development, and the weak implementation of on-going projects. Nevertheless, 

the ICSP provided a platform to move away from focussed support to social sectors and agriculture 

(while remaining relevant) and into new areas where Bank’s interventions have been limited. Hence, 

the lessons learnt from implementation of this ICSP will provide some guidance to the Bank as it 

designs the new CSP. 

Lessons Learnt: While attainment of favorable outcomes during the ICSP was challenged by its short 

implementation period, a number of lessons may be identified, some of which could be drawn upon for 

the development of the new strategy.   

Lesson Recommended Actions  

Relevance of pillars to country’s (changing) development 

prospects:  The ICSP selection of new pillars (infrastructure 

and private sector development) made it relevant to the 

needs of the country beyond a short term. 

The two ICSP pillars (infrastructure and private sector 

development) continue to be relevant to the MGDSII priorities, as 

approved in April 2012. The design of the new CSP should be 

informed by this.  

Need for strengthened emphasis (government commitment) 

on regulatory and private sector development reforms: The 

economic performance of Malawi over the ICSP period has 

been hindered by some of the binding constraints to the 

regulatory environment and doing business reforms.   

For the country to attain its medium to long term goals (MGDSII 

and Vision 2020), focus on improving the regulatory and private 

sector environment will be critical. Bank interventions should 

therefore include measures to support these areas going forward, 

while dialogue is also increased  

Realism of logical framework:  In view of the short time 

expected in its implementation, the ICSP logical framework 

could have been more realistic in its design.  

The new CSP should design a more realistic logical framework and 

focus only on key attainable and monitor able outcomes and 

outputs per sector.   

Importance of Donor Coordination: The ability to attain 

some of the outcomes of the ICSP was largely as a result of 

donor coordination in the sector which also enabled the 

leveraging of extra resources for the water sector and the 

establishment of a Joint Infrastructure Unit (JIU) composed 

of AfDB, DFID and World Bank.  

Establishment of donor coordination mechanisms are particularly 

useful in sectors that have a slower start up and have more capacity 

constraints. Thus while important  to consider moving into  sectors 

that are traditionally underfunded, it is important that there is a 

critical number of other partners in selected sectors to ensure that 

key sector goals are achieved even when Bank projects delay and 

dialogue with government is continued.  
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2012 COUNTRY PORTFOLIO IMPROVEMENT PLAN (CPIP) 

Main Issues Actions Required Responsible Timeframe 

QUALITY AT ENTRY 

Inadequate 

stakeholders’ 

participation in the 
preparation stage 

Ensure Government team is given sufficient time to review draft project appraisal reports before negotiation (2 weeks). Bank Ongoing  

Ensure adequate stakeholder (including beneficiary communities) consultation is conducted during project design to ensure ownership and 

compliance at project implementation stage. Project preparation to feature stakeholders’ workshops. 

Bank  & GoM  Ongoing 

 

Delayed effectiveness 

and start up 

Prior actions must be taken to meet most of the CPs and thus projects’ effectiveness at appraisal stage.  GoM  Ongoing 

Project designs are preceded by detailed feasibility studies. Only projects with detailed designs should be included in the IOP. Bank  & GoM  Ongoing 

Government should convene an awareness seminar on Bank’s rules of procedures to help improve readiness during preparation and  appraisal 

stages. 

GoM  & Bank  Ongoing 

FIDUCIARY MANAGEMENT 

Procurement 

Poor procurement 

management 
 

Office of the Directorate of Public Procurement (ODPP) to disclose the list of non-performers contractors/consultants to Project Implement 

Units/line Ministries. 
GoM  Ongoing 

ODPP to set up quality control system to ensure improvement of procurement processes, quality of Bid Evaluation Report and overall contract 

management (recording, etc.). 

GoM  March 2013 

Conduct training on the Bank’s rules and procedures for consultants and contractors engaged in Bank’s funded projects. Bank & GoM  Annually 

Delays in issuance of 

no-objections 

MWFO to be given more authority for no objection issuance based on threshold to be reflected in the Revised/New Delegation of Authority 

Matrix (DAM). 

Bank  Ongoing 

More use of national procedures and systems to be considered in at least 50% of the investment operations. Bank From 2013 

More use of post evaluation method of procurements. Bank  Ongoing 

Financial  Mngt 

FM capacity constraints 

Government to work out some incentive mechanism to recruit and retain qualified financial management specialists.  GoM Ongoing 

Continue to conduct disbursement training on the Bank’s disbursement rules and procedures. Bank Ongoing 

Audits 

Delays of audit reports 

All audit contracts to include penalty clauses on late delivery of audit reports by private auditors. GoM  Ongoing 

Submit all outstanding audit reports for closed operations GoM  December’ 12 

MONITORING, EVALUATION AND REPORTING  

Weak M&E framework 

and  reporting 

Ensure baseline and annual targets data are established within the first year of a project where this is not available. Bank & GoM  Ongoing 

Improve the formulation of projects’ results framework to better the quality of indicators, baseline and targets. Bank &  GoM  Ongoing 

Reporting should be based on results framework including gender disaggregated data. GoM  Quarterly 

Supervision missions’ checklist to include environmental and social management activities & projects’ quarterly reports. Bank &  GoM  Ongoing 

IMPLEMENTATION CAPACITY 

Weak oversight at 

decision making level 

Ensure functionality of the newly established Monitoring Mechanism at the MoF GoM September ‘ 12 

Ensure Project Steering Committees are functional for all projects. GoM  Ongoing 

Weak Implementation 

Capacity 

Undertake performance evaluation of PMUs/PIUs and Government staff responsible for project implementation and disclose results to the 

interested parties. 

GoM  Annually 

Introduce new rule on contract renewal of PMUs/PIUs to be conditional upon results of annual performance evaluation. GoM  Annually 

Undertake orientation session on the Bank’s financing instruments targeting senior officers in GoM. Bank  March 2013 
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BANK’S RISKS AND FIDUCIARY STRATEGY - PUBLIC FINANCIAL MANAGEMENT  

 
In preparation for the Malawi Country Strategy Paper, an evaluation of the fiduciary framework and risks 

was carried out in line with the Bank’s Fiduciary Risk Management Framework for Policy Based 

Operations (May 2011). This assessment was based on the latest diagnoses such as the 2011 and 2008 

PEFA assessments, the March 2011 and May 2012 CABS Reviews and additional interviews with key 

public finance management institutions (Ministry of Finance and National Planning, the Accountant 

General and the Office of the Auditor General) as well as implementation of the previous programmes, 

formed the basis for analyzing the national public financial management system and provisions for its use.  

 

Overview of fiduciary risks and mitigation  
Public Finance Management and Public Procurement: The ongoing Public Procurement and Public 

Finance Management (PFM) reforms in Malawi have resulted in some tangible and significant 

improvements particularly with respect to the Legal framework (in particular, the passing of the three laws 

namely Public Procurement Act, Public Finance Management and Public Audit Acts in 2003) establishment 

of the Office of Director of Public Procurement (ODPP) and the roll out of the government’s IFMIS, which 

is still continuing into at district levels. These have resulted in improved procurement planning, reliability 

and timely information on the elements of the budget execution in the government including the 

procurement audit of Procuring Entities (PE) and financial audits of the annual appropriation accounts.  

However, challenges still remain especially in the areas of capacity of not only the ODPP but the PEs as 

well, the Internal Audit function within the public sector, IFMIS which is yet to be rolled out to all districts 

and the strengthening of medium term planning. Consequently, the full benefits of these reforms have not 

yet been felt in terms of aggregate fiscal discipline and efficient service delivery. A  Public Financial and 

Economic Management Reform Program (PFEMRP) has been put in place to bring together a number of 

related reform initiatives under a unified program covering the complete public financial management cycle 

from planning and budgeting to resource mobilization. The Government is leading the implementation of 

this broad-based reform programme, with financial support from Development Partners (DPs) including the 

Bank. Malawi presents scope for continued support for further public procurement and public finance 

management reforms by the Bank. However, some of the factors that should continue to pave the way for 

successful reforms include: (i) continued government ownership of the reform process; (ii) proper co-

ordination and appropriate sequencing of reforms; and (iii) adequate capacities to continue to implement the 

reforms (iv) undue influence by politicians in public procurement.
32

  

Overall, the fiduciary risk is deemed substantial, based on the latest public procurement and public financial 

management assessment but with a positive trajectory towards improvement through the development of 

the PFERMP. In this regard, the use of national systems is justified and any subsequent Budget support 

programs will be channeled through the use of the public procurement and spending systems, while keeping 

track of the implementation of key recommended medium-term mitigation measures, namely: i) 

Ratification of the more objective and transparent rules based resource allocation systems ii) Completion of 

the development of a multi-year planning and budgeting process iii) Developing medium term framework 

for timely output based budgeting based on MGDS II and well developed forecasting and iv) linking of 

procurement planning to the budgeting process. This will include adhering to a budget calendar to give 

adequate time for preparation and dialogue. Utilization of the Budget support resources will be monitored 

through the review of Annual Procurement Reports and Audited Annual Accounts as published within the 

statutory time frame by the ODPP and NAO. Public investment projects/programmes will also use existing 

public system implementation procedures and control systems to the maximum extent possible subject to 

existence of sound Procurement and Financial Management systems and procedures within the 

implementing PEs/Units/Agencies. Where there are limitations in the existing national systems, appropriate 

procurement and financial management arrangements will be developed during appraisal to mitigate 

specific fiduciary risks identified with justification, as required and with the inclusion of appropriate 

capacity building measures for the use of national systems.   

                                                           
32

 Additional details can be found in the full Fiduciary Risk Assessment report (2011).  
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BANK GROUP PORTFOLIO IN MALAWI, AS AT 31
st
 OCTOBER , 2012 

Sectors/Operations
Approval 

Date

Closing 

Date

Funding 

Type

Approved 

Amount 

(UA m)

Disbursement 

(UA m)

Disbursement 

Rate
Age

Implementation 

Progress (IP)

Development 

Objectives (DO)

AGRICULTURE SECTOR  

1 Smallholder Crop Production & Marketing     

   ADF 26/07/06 30/06/14 Grant 15.0 13.03 86.9% 6.3

2 Agriculture Infrastructure Support

   ADF 09/09/09 30/06/15 Loan 15.0 1.89 12.6% 3.2

SOCIAL SECTOR       

3 Support to the Health Sector Programme

   ADF 24/11/05 31/12/12 Grant 15.0 12.77 85.1% 7.0

4 Support to Secondary Education V

   ADF 07/06/06 31/12/12 Grant 15.0 13.64 91.0% 6.4

5 Support to Higher Education Science & Technology  (HEST) *  **

   ADF 08/02/12 31/12/17 Loan 9.05 1.84 20.3% 0.7

   ADF Grant 10.95 0.00 0.0%  

   NTF Loan 6.50 0.00 0.0%  

6 Support to Local Economic Development

   ADF 24/09/08 31/12/14 Loan 14.0 1.81 13.0% 4.1

    Supplementary Loan Local Economic Development

   ADF 09/12/10 31/12/14 Loan 3.2 0.51 16.3% 1.9

7 Competitiveness and Job Creation Project in Private Sector

   ADF 16/12/11 31/12/17 Loan 10 0.50 5.0% 0.9

WATER & SANITATION SECTOR     

8 National Water Development Program     

   ADF 02/07/08 31/12/13 Loan 15.2 6.06 39.9% 4.3

   ADF Grant 10.7 6.58 61.3%

   RWSS Trust Fund Grant 3.4 1.76 52.0%

TRANSPORT SECTOR     

9 Trunk Road Rehabilitation Blantyre-Zomba (Loan) 22/05/09 31/12/14 Loan 23.0 4.95 21.5% 3.5

Ntcheu-Tsangano-Mwanza Feasibility Study 31/12/13 Grant 1.1 0.04 3.3%

10 Multinational: Nacala Road Corridor

   ADF 24/06/09 31/12/13 Loan 14.3 0.11 0.8% 3.4

MULTI SECTOR     

11 Restoration of Fiscal Stability and Social Protection **      

   ADF 11/07/12 31/10/13 Grant 26.0 26.00 100.0% 0.3

TOTAL 207.4 91.5 44.1% 3.6

  Total Loan 110.2 17.7 16.0%

  Total Grant 97.2 73.8 76.0%

Projects under Bank Group Initiatives***

1 Climate Adaptation for Rural Livelihoods and Agr Project ** 

  Global Environment Facility 10/11/11 30/06/15 Grant 1.89 0.39 20.6% 1.0

2 Access to Water & Sanitation for Urban Poor 28/12/09 30/09/14 AWF 0.6 0.40 70.0% 2.9

3 Strengthening Water Sector M&E in Malawi 28/01/10 31/12/13 AWF 1.7 1.26 72.4% 2.8

4 Songwe River Basin Development Study 25/05/10 31/05/14 AWF 3.12 0.16 5.2% 2.4

5 Shire Zambezi Water Development Feasibility Study 31/05/11 30/09/14 AWF 1.53 0.00 0.0% 1.4

NEPAD-IPPF 0.987 0.00 0.0%

6

Enhancing Good Governance in District Public Service 

Delivery (Governance Trust Fund) 17/04/11 15/12/12 Grant 0.1 0.13 100.0% 1.5

TOTAL 10.0 2.3 23.5%

* The disbursement for HEST Project took place on 2nd November 2012.** 1st Supervision mission planned in the 4th Quarter of 2012.   

*** These initiatives include trust funds from African Water Facility, Governance, and NEPAD-IPPF.

Highly Satisfactory  

Satisfactory

Unsatisfactory

Not yet rated (1st Supervision Mission is planned in the 

4th Quarter of 2012)  
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MONITORING OF ONGOING PORTFOLIO AND KEY PERFORMANCE INDICATORS 

Sectors/Operations RATING Risk Assessment 

 

P
ro

je
c
t 

Im
p

le
m

en
ta

ti
o

n
 

P
ro

cu
re

m
en

t 

P
er

fo
rm

a
n

ce
 

F
in

a
n

ci
a

l 

P
er

fo
rm

a
n

ce
 

A
ct

iv
it

ie
s 

a
n

d
 

W
o

rk
s 

Im
p

a
ct

 o
n

 

D
ev

el
o

p
m

en
t 

O
v

er
a

ll
 

A
ss

es
sm

e
n

t 

P
ro

je
c
t-

A
t-

R
is

k
 

AGRICULTURE  

Smallholder Crop Production & Marketing       Non PP/ NonPPP 

Agriculture Infrastructure Support       PPP 

SOCIAL  

Support to the Health Sector Programme       Non PP/Non PPP 

Support to Secondary Education V       Non PP/Non PPP 

Support to Higher Education Science & Technology*        

Support to Local Economic Development        Non PP/Non PPP 

      Supplementary Loan Local Economic Development       Non PP/Non PPP 

Competitiveness and Job Creation Project in Private Sector       Non PP/Non PPP 

WATER & SANITATION  

National Water Development Program       PPP 

TRANSPORT 

Trunk Road Rehabilitation Blantyre-Zomba        Non PP/Non PPP 

Multinational: Nacala Road Corridor       Non PP/Non PPP 

MULTI SECTOR        

Restoration of Fiscal Stability and Social Protection        

Highly Satisfactory 

Satisfactory 

Unsatisfactory 

Not Rated 

Key Performance Indicators of Ongoing Portfolio 
Evolution 

CPPR 2010 CPPR 2012 

Implementation & 

Impact  

Average Project Age (in years) 3.2 3.6 

Cumulative Disbursement Rate of active portfolio (%) 43.5 44.1 

Disbursement Ratio of active portfolio (%) 18.6 26.6 

Overall Portfolio Rating (0-3) 2.3 2.2 

Average Project Size (UA million) 16 19 

Projects-At-Risk (%) 9 20 

Problematic Projects (% of ongoing projects) 10 0 

Potentially Problematic Projects (% of ongoing projects) 0 20 

Projects supervised at least twice per year (%) 81 88 

Supervisions done by MWFO in a year (1) (%) 55 65 

Ageing Projects more than 8 years (%) 9 0 

 Regional Operations (% of ongoing projects) 10 10 

Harmonization & 

Alignment 

Number of Co-financed Projects (#) 1 1 

Parallel PIUs (#) 3 2 

Use of Program Based Approaches (#) 5 6 

Coordinated Analytical Work (%) 0 33 

Chairing DPs Thematic Group 3 2 
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SELECTED MACROECONOMIC INDICATORS 

Indicators Unit 2000 2006 2007 2008 2009 2010 2011 (e)

INDNational Accounts

GNI at Current Prices Million US $ 1,797 3,035 3,397 3,921 4,477 4,917 ...

GNI per Capita US$ 160 230 250 280 310 330 ...

GDP at Current Prices Million US $ 1,744 3,117 3,648 4,088 4,728 5,132 5,890

GDP at 2000 Constant prices Million US $ 1,744 2,093 2,208 2,398 2,580 2,753 2,913

Real GDP Growth Rate % 0.8 7.7 5.5 8.6 7.6 6.7 5.8

Real per Capita GDP Growth Rate % -1.9 4.7 2.5 5.4 4.4 3.5 2.5

Gross Domestic Investment %  GDP 13.6 25.7 20.5 26.5 26.2 25.7 27.9

     Public Investment %  GDP 10.0 7.8 10.0 9.0 14.0 11.8 12.7

     Private Investment %  GDP 3.5 17.9 10.5 17.5 12.1 13.9 15.2

Gross National Savings %  GDP 8.3 13.2 27.4 16.0 20.1 24.8 13.2

Prices and Money

Inflation (CPI) % 29.6 13.9 8.0 8.7 8.4 7.4 7.6

Exchange Rate (Annual Average) local currency/US$ 59.5 136.0 140.0 140.5 141.2 150.5 155.8

Monetary Growth (M2) % 45.5 16.4 36.6 62.6 24.6 17.2 32.3

Money and Quasi Money as % of GDP % 17.8 14.8 16.8 24.3 26.1 26.4 29.4

Government Finance

Total Revenue and Grants %  GDP 24.1 31.2 31.7 30.1 32.7 34.1 33.5

Total Expenditure and Net Lending %  GDP 29.7 31.2 33.0 32.8 38.0 35.0 35.5

Overall Deficit (-) / Surplus (+) %  GDP -5.6 0.0 -1.3 -2.7 -5.3 -0.8 -2.0

External Sector

Exports Volume Growth (Goods) % -6.6 11.1 43.7 7.5 -29.1 39.5 0.2

Imports Volume Growth (Goods) % -21.3 6.7 -10.0 34.8 -18.5 42.3 -16.1

Terms of Trade Growth % -9.5 1.5 -2.8 -19.4 22.4 18.2 -17.4

Current Account Balance Million US $ -92 -471 -170 -745 -769 -898 -1,069

Current Account Balance %  GDP -5.3 -15.1 -4.7 -18.2 -16.3 -17.5 -18.1

External Reserves months of imports 3.3 0.7 1.1 0.9 0.6 0.8 ...

Debt and Financial Flows

Debt Service %  exports 19.9 334.0 46.3 1.3 1.3 1.4 1.6

External Debt %  GDP 153.4 16.9 15.8 17.3 16.9 16.9 15.4

Net Total Financial Flows Million US $ 431 706 724 933 799 ... ...

Net Official Development Assistance Million US $ 446 723 744 924 771 1,023 ...

Net Foreign Direct Investment  Million US $ 40 72 92 9 60 140 ...

Source :  AfDB Statistics Department;  IMF: World Economic Outlook, April 2012 and International Financial Statistics, April 2012;  

                AfDB Statistics Department: Development Data Portal Database, May 2012. United Nations: OECD, Reporting System Division.

Notes:            …      Data Not Available   ( e ) Estimations Last Update: May 2012
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SELECTED SOCIO ECONOMIC INDICATORS 

1990
1

2000
2

2011
3

1990
1

2000
2

2011
3

52.3 51.8 51.8 33.0 35.2 ...

35.1 27.2 26.7 13.4 12.6 14.6

49.2 64.4 ... 1100.0 980.0 840.0

... ... 43.7

16.0 9.0 6.0 139.0 180.0 133.0

... ... 2.3

62.5 60.5 65.3 ... ... 0.8

55.4 54.8 60.8 Prevalence of HIV, total (% of population ages 15-49)4.0 3.7 3.6

... 76.8 79.2

... 66.5 62.1 2.6 1.2 0.8

36.0 33.0 31.0

... 7.0 7.0 50.0 56.0 58.0

83.5 84.3 91.0

77.8 80.5 88.1 1.9 4.2 13.0

... 13.0 284.0

44.0 37.0 71.0 0.1 67.1 551.0

125.5 103.7 89.9 3.7 7.5 6.6

210.1 170.0 144.9

1 Latest year available in the period 1990-1995;  2 Latest year available in the period 2000-2004;  3 Latest year available in the period 2005-2011

Mobile cellular subscriptions 

(per 1000 people)

Goal 1: Eradicate extreme poverty and hunger

Employment to population ratio, 

15+, total (%)

CO2 emissions (kg per PPP $ of 

GDP)

Prevalence of HIV, female (% 

ages 15-24)

Goal 7: Ensure environmental sustainability

Goal 5: Improve maternal health

Births attended by skilled health 

staff (% of total)

Contraceptive prevalence (% of 

women ages 15-49)

Maternal mortality ratio 

(modeled estimate, per 100,000 

Literacy rate, adult total (% of 

people ages 15 and above)

Improved water source (% of 

population with access)

 (Cont'd) : Progress Towards achieving the 

MDGs

Goal 6: Combat HIV/AIDS, malaria, and other diseases

Prevalence of HIV, male (% ages 

15-24)

Net total ODA/OA per capita 

(current US$)

Sources  :  ADB Statistics Department Databases;  World Bank: World 

Development Indicators;UNAIDS; UNSD; WHO, UNICEF, WRI, 

UNDP; Country Reports,

Improved sanitation facilities (% 

of population with access)

Social Context

Sources  :  ADB Statistics Department Databases;  World Bank: World Development 

Indicators;UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports,

Immunization, measles (% of 

children ages 12-23 months)

Mortality rate, infant (per 1,000 live 

births)

Mortality rate, under-5 (per 1,000)

Incidence of tuberculosis (per 

100,000 people)

Gini Coefficient

Poverty headcount ratio at $1,25 a 

day (PPP) (% of population)

Prevalence of undernourishment 

(% of population)

Ratio of female to male primary 

enrollment

Ratio of female to male secondary 

enrollment

Goal 8: Develop a global partnership for development

Telephone lines (per 1000 

people)

Internet users (per 1000 people)

Malnutrition prevalence, weight 

for age (% of children under 5)

Literacy rate, youth female (% of 

females ages 15-24)

Proportion of seats held by women 

in national parliaments (%)

Malawi

Goal 2: Achieve universal primary education

Goal 4: Reduce child mortality

Total enrollment, primary (% net)

Progress Towards achieving the MDGs

Primary completion rate, total (% of 

relevant age group)

Goal 3: Promote gender equality and empower women
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DONOR INTERVENTIONS IN MALAWI 
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FY

Agriculture 2 2 8 15 1 10 7 7 3 23 2 2 82 67,446,443          115,853,927      79,729,345       263,029,715           

Democratic 

Governance 1 7 4 3 7 3 1 2 9 4 41 64,497,758          74,168,590        18,103,206       156,769,554           

Economic 

Governance 1 1 5 6 3 1 3 3 1 10 5 5 34 181,823,712       224,472,799      126,611,618     532,908,129           

Education 2 2 6 6 1 4 1 8 4 3 3 1 41 73,383,459          101,905,529      167,676,973     342,965,961           

Energy and 

Mining 1 1 1 3 6 1,744,255            3,624,115          4,819,394          10,187,764             

Environment, 

Lands and 

Natural 

Resources 3 1 2 5 1 1 13 17,842,528          19,577,513        26,121,112       63,541,153             

Gender, Youth 

and Sports 1 6 2 1 7 2 4 1 24 10,887,100          5,345,455          8,954,127          25,186,682             

Health 1 1 11 7 2 1 3 5 2 5 1 6 29 1 1 11 2 4 1 12 9 115 254,019,865       191,780,695      298,199,442     744,000,002           

ICT & RD 1 1 888,386                9,633,484          823,593             11,345,463             

Integrated Rural 

Development 1 2 2 2 1 1 1 1 2 13 21,131,276          16,914,477        11,785,985       49,831,738             

Public 

Administration 1 1 2 2,064,679            5,512,247          9,242,094          16,819,020             

Roads, Work and 

Transport 2 3 1 5 2 1 1 2 17 44,381,338          61,242,346        99,245,198       204,868,882           

Tourism, Wildlife 

and Culture 3 1 4 8 705,789                30,699,016        33,549,073       64,953,878             

Trade, Industry 

and Private 

Sector 

Development 1 1 1 3 2 2 1 11 7,635,528            5,872,146          28,111,982       41,619,656             

Vulnerability, 

Disaster and Risk 

Management 6 9 1 1 1 2 2 22 31,484,842          18,128,441        19,984,024       69,597,307             

Water, 

Sanitation and 

Irrigation 2 2 1 3 1 2 1 1 2 2 17 27,364,286          70,429,975        89,304,971       187,099,232           

Total Number of 

Projects per DP 11 5 1 5 11 39 32 16 17 5 4 3 35 16 34 3 3 53 19 25 23 12 35 7 3 5 13 3 9 447 807,301,244       955,160,755      1,022,262,137 2,784,724,136       

D
e

ve
lo

p
m

e
n

t
P

artn
e

r

 

Source: Malawi Government—Malawi Aid Atlas 2010/11FY 

1. Numbers represent number of active projects in each sector. Projects are deemed to be active if they made an 

actual disbursement during the fiscal year. 

2.   Indicates sectors with most DPs projects/interventions. 

  Indicates sectors with least DPs projects/interventions. 

  Indicates sectors receiving the highest volume of aid over 2008/09- 2010/11FY period. 

 Indicates sectors receiving the least volume of aid over 2008/09- 2010/11FY period. 
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MAP OF THE REPUBLIC OF MALAWI 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer This map was provided by the African Development Bank exclusively for the use of the readers of the report to which it is 

attached. The names used and the borders shown do not imply on the part of the Bank and its members any judgment concerning the legal 

status of a territory nor any approval or acceptance of these borders.  
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