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Client’s information 
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Completion December 2016 

Last Disbursement June 2017 
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Project Summary 

Project Overview 

Project Name   : Public Finance Management Institutional Support Project (PFM-ISP) 

Geographic Scope  : Entire country 

Implementation Timeframe : 2013-2016  

Project Cost   : UA 3.30 million 

 

Expected Outcomes/Outputs: The expected project outcomes are: (i) strengthened capacity in revenue 

administration and customs service delivery to be achieved through development of a tax compliance 

strategy and implementation of an Automated System for Customs Data (ASYCUDA World) system; 

and (ii) Strengthened capacity in public procurement whose  outputs include: a records management 

system; strengthened capacity of national training institutions to meet the needs of the public service; 

and increased capacity of the Malawi Institute of Procurement and Supply (MIPS) to promote 

professionalism in the procurement profession. 

Project Direct Beneficiaries: The project direct beneficiaries include the Malawi Revenue Authority 

(MRA), the business community, the Office of the Director of Public Procurement (ODPP), the Public 

Finance and Economic Management (PFEM) Unit, Procurement Entities, MIPS and training service 

providers. 

Needs Assessment: the Government of Malawi (GoM) has been reforming its PFM systems over the 

past decade. The reforms included: enacting new laws (on procurement, audit and PFM), reviewing 

policies and procedures (e.g. budget procedures) and designing new systems such Integrated 

Financial Management Information System and Valued Added Tax, and establishing new 

institutions like the MRA and ODPP.  The full benefits of the reforms are yet to be felt in terms of 

aggregate fiscal discipline, strategic allocation of resources and effective service delivery. The GoM 

hence designed the PFEMRP to address the challenges. The ADF has committed to support the resource 

mobilization and procurement components of the PFEMRP. Investment in the MRA is vital to increase 

taxpayer compliance and domestic revenue. Currently, 15 border posts (out of 27) are un-automated. In 

addition, trader compliance is suboptimal, with about 80% of importers submitting falsified customs 

declarations. Use of manual systems for filing the declarations is time consuming, and provides 

opportunities for corruption. The project will reduce customs processes, clearance times and costs; 

enable more accurate verification of customs declarations; reduce opportunities for corruption; and 

improve service delivery. In Malawi, it is estimated that 70% of the budget is spent through 

procurement related services. However, the 2011 Procurement Audit Report identified a number of 

challenges which prevent public resources being efficiently used. Capacity (limited skills, a 44% 

vacancy rate and weak coordination) also affect the sector. The operation will hence strengthen capacity 

in the public sector with a view to enhance competition, efficiency and controls in public procurement.  

 

Bank’s Added Value: The project builds upon previous Bank supported PFM reforms in Malawi and 

complements other Development Partners’ interventions. The Bank’s previous experience in the 

country, e.g. through the range of previous interventions (including the crisis budget support) has 

generated lessons learned which have been incorporated into the project design. Also, the presence of 

the country office has enabled a strong understanding of the political context and technical issues and 

enriched the operational design. The Bank enjoys support from authorities as an African institution that 

understands continental issues. The Bank will use experience gained elsewhere to manage and monitor 

the project. 

Knowledge Management: The operation will contribute to knowledge building through skills and 

knowledge transfer from consultants and training providers to local counterparts, supplemented by study 

visits. The Bank will capture and disseminate knowledge and experience through sharing the findings of 

supervision missions, progress reports, and the Project Completion Report. Lessons learned and 

experience gained will be available to inform future operations. 
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Results-Based Logical Framework 
Country and Project Name: Malawi: Public Finance Management Institutional Support Project (PFM-ISP). 

Purpose of the project: Promote inclusive and sustainable economic growth through improved tax administration and procurement systems 

RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 

RISKS/MITIGATION 

MEASURES Indicator 

 (including CSI) 
Baseline Target 

IM
P

A
C

T
 

Impact: Improved 

mobilization and use of 
public resources, 

contributing to better 

service delivery 

Domestic revenue/GDP 

ratio 
 

WB Logistics Performance 

Index 
 

Corruption Perception 

Index Score  

22.1% (2012) 

 
 

2.51 

 
 

37 (2012) 

 

25.2% (2017) 

 
 

3 (2017) 

 
 

40  (2017) 

 

GoM Annual 

Economic  Report IMF 
Reports 

 

WB reports 
 

 

TI CPI 

Macroeconomic Risk #1: 

Malawi’s vulnerability to 
external shocks. Mitigation: 

Continued implementation of 

fiscal and monetary policy 
supported budget support 

operation and domestic 

revenue reform.  

 

Election risk #2. As the 2014 

elections approaches, there is 
the risk that project progress 

will divert attention from the 

PFM reform program 

Mitigation: On-going 

dialogue with GoM and DPs 

to mitigate risks and potential 
of slippage. In addition 

specific support has been 

targeted to the MoF under this 
project to oversee 

management of the reform 

process which will assist in 
keeping the project on track. 

 

Risk # 3: Implementation 

capacity: Despite recent 

improvements in PFM 

management, there are 
capacity constraints which 

could hamper or delay the 

implementation of the PFM.  
 

Mitigation: The on-going 

PFM reforms and the enabling 
environment provide a strong 

platform to encourage and 

monitor change. The on-going 
multi-donor supported 

integrated PFEM reform 

program, and the proposed 
capacity building project 

would strengthen capacity of 

the GoM. In addition, the 
project has made significant 

efforts to ensure that capacity 

development is targeted, 
responds to need and is 

sustainable.   

O
U

T
C

O
M

E
 

Outcome 1 

Improved capacity in 
revenue administration and 

customs service delivery, 

leading to increased 

revenues 

PEFA score (PI-14 : tax 

collection) 
 

Taxes on international trade 

as % of GDP  

 

Time taken for customs 

clearance and technical 
control  

D+ (2011) 

 
 

1.8% (2012) 

 

 

Imports (3 days), 

Exports (2 days) 
(2013) 

C+ (2016) 

 
 

2.6% (2016) 

 

 

Imports (1 day), exports 

(a day) (2016) 

PEFA 

 
 

GoM Annual 

Economic  Report IMF 

Reports 

 

Doing Business 
Reports 

Outcome 2: Enhanced 

competition, efficiency and 

controls in public 
procurement 

 

Improved overall PI-19  

PEFA score  

 
# of contracts awarded on 

basis of open competition as 

% of all contracts awarded 
in a given year 

D+ in 2011  

 

 
No data 

 

 
 

 

C  in 2016 

 

 
90% (2016) 

 

 
 

 

PEFA 

 

 
ODPP 

 

 
 

 

O
U

T
P

U
T

S
 

Output 1: Strengthened capacity in revenue administration and customs service delivery 

Output 1.1: Customs 

management system 

upgrade to ASYCUDA 
World 

 

Automated customs system 

implemented 

 
Training provided to 

Customs Officers, Clearing 

Agents & private sector 
 

Price Reference Database 

(PRD) 

12 border posts  

automated (2013) 

 
392 COs (160 

women)  & # CAs 

not using ASCUDA 
World 

 

No database (2013) 

27 border posts  automated 

(2016) 

 
6 workshops/seminars 

covering 70% of COs and 72 

CAs & 3 sensitisation 
workshops for the PS 

representative. At least 30% of 

participants to be women. 
 

PRD in place (2016) 

ASYCUDA 

World reports 

 
Project 

monitoring 

reports 
 

Customs Annual 

Clearance 
Reports 

 

PRD Report 

Output 1.2: Development of 
a compliance strategy  

Compliance strategy 
development 

No compliance 
strategy in place 

Compliance strategy in place  
by  Dec 2014 

Compliance 
Strategy 

Output 2: Enhanced competition and controls in public procurement 

Outputs 2.1/2.2: 
Strengthening legislation & 

building procurement 

capacity across Government 

Training organized on new 
legislation. 

 

 
The PPA amended,  new 

Act regulations &  desk 

instructions approved 
 

MDA record keeping 

system in place 
 

 

Training for ODPP staff to 
undertake regulatory 

function 

N/A 
 

 

 
2003 PPA, 

regulations & 

instructions 
 

 

Record keeping 
system does not exist 

in MDAs 

 
Limited training 

provided.  

 

Training provided to  500 officers  
(30% women) 

60 senior managers  trained (30% 

women) 
 

1000 copies of the 

Act/regulations/desk instructions 
 

Record keeping system installed 

in 250 MDAs and staff trained 
(30% women) 

 

20 staff trained (30% women) on 
record keeping 

Project 
monitoring 

reports/supervi

sion missions 

Output 2.3: Strengthening 
IT infrastructure to support 

the reforms 

IT equipment provided to 
build ODPP institutional 

capacity to support reforms 

N/A 5 laptops; 25 desktops; 1024 Kb 
bandwidth; 2007 windows OS; 2 

scanners; 15 UPSs; 8 external 

hard drivers; 3 cameras; 2 
projectors. 

Fixed 
Assets/IT 

Inventory 

Report 
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Output 2.4: Supporting 

MIPS to develop the 

procurement profession 

Strategic plan developed; 

website developed; IT 

equipment procured; 

procurement standards; 

accreditation standards and 

code of ethics developed. 
 

Training provided for 

procurement professionals 
on the MIPS bill/standards  

Plan/standards/code 

of ethics not in place 

Strategic plan developed; website 

developed; IT equipment 

procured (2 servers, 2 routers, 1 

inverter, 8 desktops, 2 laptops, 8 

UPSs, & 1 projectors); 

procurement accreditation 
standards and code of ethics 

developed. 

 
100 procurement professionals 

trained (30% are women). 

Project 

monitoring 

reports/supervi

sion missions 

K
E

Y
 A

C
T

IV
IT

IE
S

 

ACTIVITIES INPUTS 

ACTIVITIES 

1. Implementation of automated customs management system and provision of training in its use to the public and 
private sectors 

2. Development of a tax compliance strategy 

3. Amendment/dissemination of procurement regulations/desk instructions 
4. Procurement capacity for ODPP, MDAs and training providers (systems development and training) 

5. Support to professional procurement association to develop: website; procurement standards, accreditation 

standards; and code of ethics 
6. Purchase of equipment for ODPP and MIPS 

7. Targeted capacity building for the PFEM unit in the MoF to manage the reform process. 

INPUTS 

 

Financial ressources 

 ADF: UA 2.98  million 

 GOM: UA 0.32 million 

 Total: UA 3.30 million 
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Table 1: Project Implementation Schedule 

Malawi: Public Finance Management Institutional Support Project 

Activities/Years 

2013 2014 2015 2016 Action by 

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4   

Project Processing and Management                             

Grant approval                          AfDB 

Signing Protocol of Grant Agreement                           AfDB & GoM 

Project Effectiveness and Launching                            AfDB & GoM 

Supervision and  Monitoring                           AfDB 

Mid-term Review                            AfDB 

Project Completion Report                            AfDB & GoM 

Component 1: Strengthening Customs Administration                              

A. Procurement of Good                           GoM 

B. Training              GoM 

C. Technical Assistance              GoM 

Component 2: Enhancing competition, efficiency and 

control in public procurement Environment 
             GoM 

A. Procurement of Goods              GoM 

B. Training               GoM 

C. Technical Assistance              GoM 

Component 3: Project Management              GoM 
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REPORT AND RECOMMENDATION OF THE MANAGEMENT 

ON A PROPOSED GRANT TO THE REPUBLIC OF MALAWI TO FINANCE 

THE PUBLIC FINANCE MANAGEMENT INSTITUTIONAL SUPPORT 

PROJECT 
 

Management submits the following Report and Recommendation on a proposed ADF Grant 

for UA 2.98 million to the Republic of Malawi to finance the PFM-ISP. 

 

I. STRATEGIC THRUST AND RATIONALE 

1.1 Project Linkages with Country Strategy and Objectives 

1.1.1 The proposed operation is strongly linked with the second Malawi Growth and 

Development Strategy (MGDS II, 2011-2016) covering the period. The overarching 

objective of the strategy is to create wealth through sustainable economic growth and 

infrastructure development. To achieve this objective, the MGDS II has identified six broad 

thematic areas
1
. The operation is designed specifically to address the fifth priority area 

(improved governance) which is critical for the successful implementation of the country’s 

medium term development strategy (Technical Annex A). 

 

1.1.2 To implement the MGDS II, GoM has developed an Economic Recovery Plan 

(ERP, 2012))
2
, and the PFEM Reform Program (2011-2016). The proposed operation aims 

to support the implementation of the ERP and PFEMRP priorities, provide support to public 

procurement, and customs administration reforms with the aim to improve transparency and 

efficiency in the use of public resources, and increase domestic revenue.  The rationale for 

the proposed operation is also aligned to the GoM led PFEM Reform Program. The program 

provides a comprehensive framework on which to base further development assistance to 

ensure that the interventions are coordinated, and aligned with GoM’s priorities. 

 

1.1.3 The proposed operation is aligned with the Bank’s Country Strategy Paper 

(CSP, 2013 – 2017). It is consistent with the CSP Pillar II Result: Economic Governance 

which aims to support reform and capacity development in PFM to improve the 

macroeconomic and business environment. Through improved customs and procurement 

systems, corruption will be reduced and competition will be enhanced, hence improving the 

business environment. The CSP has singled out Bank support to PFEMRP with emphasis on 

strengthening revenue administration, and promoting transparency in public procurement. 

The operation is consistent with the Bank Group Ten Year Strategy (2013-22), and ADF-

operational priorities – Governance and Accountability, all of which emphasize promoting 

governance and strengthening PFM systems for inclusive growth.  

  

                                                 
1
 The thematic areas include  Sustainable Economic Growth; Social Development;  Social Support and Disaster 

Risk Management; Infrastructure Development; Improved Governance; and Gender and Capacity Development 
2
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.   
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1.2 Rationale for Bank’s involvement 

1.2.1 Malawi is a landlocked, low income country with an estimated Gross National 

Income per capita of US$340 (2011). It was ranked 170 out of 186 countries surveyed in the 

UN  Human Development Index of 2012. The estimated real GDP growth rate of 1.9 %  in 

2012, due to a volatile domestic and international economic environment, is in stark contrast 

to an impressive average real GDP growth rate of about 7% per annum during 2006-10. A 

significant percentage (50.7%) of its population currently lives under the US$ 1.25 a day 

income poverty line. The low income is attributed largely to structural challenges in the 

economy, which need to be tackled through sustained political commitment. However, the 

risks associated with the upcoming elections, potential policy reversals and the weakening 

global economic environment could result in a slowed aid inflows and growth as well as 

increased fiscal imbalance. These challenges required inter alia consistent progress on public 

finance and economic management reforms in order to strengthen fiscal discipline and 

improve efficiency in resource allocation. 

 

1.2.2 The proposed project will build capacity of key institutions to deepen reforms in 

PFM, in particular procurement and domestic revenue administration. The GoM has put 

in place the necessary policy and institutional framework to improve PFM; however, 

developing and sustaining human capital remains a great challenge. The PFM situation 

analysis report highlights the need for capacity development both in terms of human and 

organisational development. The GoM recognizes that weak capacity is hampering the pace 

of reforms, and hence designed a PFEM Reform Program with a view to address the 

challenges. The PFEMRP covers a wide range of areas including: accounting and reporting; 

internal and external auditing; planning and policy; resource mobilization; budgeting; 

procurement; parastatal financing; cash management; monitoring and reporting; and program 

management. In this regard, the proposed operation will continue supporting reform priorities 

that are critical for effective implementation of the MGDS and the ERP. 

 

1.2.3 Achieving the strategic objective of the MGDS II requires building institutions 

and government systems. This will require: (i) continued and deeper reforms to strengthen 

PFM to enhance transparency; reduced corruption and greater accountability for the use of 

public funds; (ii) strengthened capacity across Ministries, Departments and Agencies 

(MDAs) to increase competition, efficiency and control in public procurement; and (iii) 

strengthened domestic resource mobilisation capacity.   

 

1.2.4 The project complements and adds value to Government and other development 

partners’ efforts to meet the challenges faced by the country. The rationale for the project 

is three-fold: first, weak organizational weaknesses in the PFM institutions constitute one of 

the most critical constraints to development, and poverty reduction in Malawi. Hence tackling 

these weaknesses is a priority for the GoM and its development partners. Second, by 

strengthening the fiduciary systems in government institutions, the proposed project will also 

help to promote transparency and tackle corruption and leakage in public funds. Third, the 

project will help consolidate and sustain the gains realised through the Bank’s previous and 

the on-going crisis response budget support operations, and interventions by other 

development partners (Appendix III). 
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1.2.5 The operation will intensify and sustain reform efforts in Malawi. The GoM has 

been reforming its PFM systems over the last ten years. While significant improvements have 

been recorded in areas such as the legal environment and budget procedures, the full benefits 

of the reforms are yet to lead to improved aggregate fiscal discipline and service delivery. 

Several reforms and improvements have been introduced but implementation lags behind. 

Recent PFM performance assessments and analytical reports identified a range of weaknesses 

in Malawi’s PFM systems, which are the basis to design and prioritise interventions under 

this project. The key challenges are summarized in Box 1. The PFEMRP has been designed 

to ensure that all of the key challenges are addressed through the various project components. 

The proposed operation will be focussing on resource mobilisation and procurement while 

other reform interventions will address the other challenges (par. 2.3.1 and Appendix III)
3
.  

 

1.2.6 The design of this operation is guided by various analytical and diagnostic 

reports as well as consultations during the project preparation and appraisal missions 

(Appendix V). The main analytical underpinning is provided by the 2011 Public Expenditure 

and Financial Accountability (PEFA) assessment, the PFEMRP document, the 2011 IMF 

PFM Reforms technical assessment report, the 2010 PFEM situation analysis report, the 2012 

OPEV Joint PFM Evaluation Report, and the Common Approach to Budgetary Support 

(CABS) review aide memoires. Lessons have been drawn from the previous operations and 

other donor’s interventions. The lessons include the need to: (a) strengthen implementation 

capacity in PFM institutions; (b) limit the number of activities and conditions which tend to 

put excessive burden on GoM leading to the risk of slippages in project execution; (c) 

strengthen Information Management and filing systems; and (d) support and work within the 

existing GoM and donor coordination structures (Technical Annex B1). 

 

Box 1: Major Findings of the Public Financial Management Assessment (extract from 2011PEFA report) 

Comprehensiveness and transparency: Though Malawi scores well in a number of areas associated with 

comprehensiveness and transparency, various issues remain - Treasury Funds are not reported in the estimates 

and only appear in the Annual Appropriation Accounts as net figures. There is significant room for 

improvement in terms of public access to key fiscal information 

Predictability and control in budget execution: Reforms are on-going in the Malawi Revenue Authority, but the 

systems needs to be upgraded. The Ministry of Finance has improved the cash management process. Debt 

management and payroll system are being operated efficiently. The procurement system continues to be unable 

to provide statistics with regard to the implementation and comprehensiveness of competitiveness in public 

procurement. The IFMIS rollout process has been concluded to the central government and 22 Local 

Authorities. Although awareness seems to be rising with regards to internal control, the evidence does not yet 

support the finding of improved control and internal audit being implementing and taking effect. 

Accounting, recording and reporting: Progress in the period under review has featured the improved timeliness 

of the closure of the accounts and the production of the financial statement for audit. However, management 

information at service delivery units stills needs to improve. A serious control concern identified is the backlog 

in bank reconciliations since July 2010.  Timely bank reconciliation is an essential discipline in the on-going 

checking and verification of accounting practices across Government and it also provides assurance as to the 

integrity of data used for reporting.   

External scrutiny and audit: The period covered by this assessment has seen a backlog of external audits and 

Public Accounts Committee (PAC) scrutiny cleared. However, there are still weaknesses in the actions and 

follow up based on the recommendations of the National Audit Office (NAO) and PAC. In summary, NAO and 

PAC scrutiny has been characterized by periods when there has been no public scrutiny followed by intense 

activity to clear backlogs. In respect the Parliamentary Finance Committee, there is more opportunity for 

scrutiny of the draft budget than for budget execution.  

                                                 
3
 The Financing Reporting and Oversight Improvement Project (FROIP) is covering the following components: 

accounting and reporting, internal audit, and external audit while the pipeline Project to Improve Public Finance 

and Economic Management (PIPFEM) will be covering the remaining components. 
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1.3 Donor coordination 

1.3.1 Donor support to Malawi is coordinated by the Debt and Aid Division (DAD) of 

the Ministry of Finance. The DAD is responsible for aid mobilisation, coordination and 

reporting. Currently, aid is provided to Malawi through budget support, Sector Wide 

Approach (SWAp) or Pooled Funding, Trust Fund, and Project Support with budget support 

being the most preferred aid instrument. The GoM is committed to improving the 

effectiveness of aid, by moving from project financing to coordinated donor financing 

through a much clearer institutional arrangement for aid coordination and integration of 

donor funds into the national budget. In this regard, the GoM is developing a Development 

Cooperation Strategy with the aim to improving aid effectiveness in Malawi, and the 

coherence of donors’ engagement with the Government.  

 

1.3.2 The level of donor coordination in Malawi is strong. There are mechanisms for 

donor coordination including the CABS Group, Sector Working Groups (Education, Health, 

Agriculture etc.), and the Group on Financial and Economic Management (GFEM). PFM 

reform dialogue is conducted through the GFEM which is now co-chaired by the Secretary to 

the Treasury and the African Development Bank. Since the opening of the Field Office in 

Malawi (MWFO), the Bank has been active in PFM policy dialogue with the GoM through 

the CABS Group, GFEM and bilateral discussions. It has been leading CABS Group 

discussions on procurement and resource mobilisation and will continue to play a leading 

role. The joint evaluation of PFM reform in Africa (OPEV 2011) recommended the need to 

move to coordinated donor support to PFM reform. The Ministry of Finance developed a 

coordination framework by setting up a PFEM Unit in 2008. The establishment of the Unit 

has markedly improved the framework for donor coordination in Malawi, and the Unit acts as 

a secretariat to the GFEM and technical working groups.  

 

1.3.3 The Ministry of Finance requested donors to align and coordinate their support 

to PFM reform. With technical assistance from development partners, the Ministry has 

developed a PFEM Reform Program. The program provides a framework for a coordinated 

donor support. In this regard, two donors (DFID and the EU) have entered into a Multi-Donor 

Trust Fund (MTDF) administered by the World Bank to support the PFEMRP.  The proposed 

Bank’s project is expected to complement the MDTF through targeted support to 

procurement and revenue components. Due to the financial constraints, the MDTF is 

currently financing four out of the ten components of the PFEMRP. The contributions of the 

various partners are presented in Appendix III. 
 

II. PROJECT DESCRIPTION 

 

2.1 Project Components 

 

2.1.1 Project Objectives: The project’s broad development objective is to support the GoM 

to promote inclusive and sustainable economic growth through improved tax administration 

and procurement systems. The specific objectives are to: (i) strengthen capacity in revenue 

administration with a focus on increasing revenue collection and improving customs service 

delivery; and (ii) enhance value for money, transparency and accountability in the use of 

public resources through public procurement reform. 
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2.1.2 Project Components: The project has three components: (i) strengthening capacity in 

revenue administration and customs service delivery, (ii) enhancing competition, efficiency 

and controls in public procurement; and (iii) project management. The major activities under 

each component are summarized in Table 2.1 while the detailed description of project 

components and costs is presented in Technical Annex B2. 

 
Table 2.1: Project components 

Components Estimated 

Cost  

Component description  

Component 1: 

Strengthening 

capacity in 

revenue 

administration 

and customs 

service 

delivery 

 

UA 1.54 

million 

Subcomponent 1.1: Customs management systems upgrade to ASYCUDA 

World: The project will support the installation and implementation of an 

automated customs administration system. Key activities under this component 

will include: (i) ASYCUDA prototype building which will include the 

automation and integration of customs business processes and interconnections 

with other trade systems; (ii) Installation of ASYCUDA into a pilot site. This 

will involve: training of trainers, customs administration staff and the business 

community; installing servers; business unit configuration; and piloting the 

new system; (iii) Rolling out the new system on a national basis. This will 

involve training of trainers, customs staff and representatives from the business 

community across the country; installing servers and ensuring the new system 

is fully operational; (iv) Improving the system, which includes: connecting 

with other government agencies and to customs automated systems in 

neighbouring countries; and (v) Interfacing ASYCUDA with e-TAX which 

allows for electronic payment of taxes. Through the project a price reference 

database would be developed which would enable more accurate verification of 

the value of customs declarations which would help to increase the revenues on 

imported goods. 

Subcomponent 1.2: Development of a compliance strategy: The project will 

provide technical assistance to support the MRA to develop a tax compliance 

strategy to enhance taxpayer compliance outcomes. Activities under this 

component will include: (i) consultations with MRA and external stakeholders 

to develop the strategy; and (ii) a workshop to validate the strategy. 

 

Component 2: 

Enhancing 

competition, 

efficiency and 

controls in 

public 

procurement 

UA 1.52 

million 

Subcomponent 2.1: Strengthening existing procurement legislation: Key 

activities under this component will include: (i) amendment of the procurement 

regulations and guidelines to align with the new Public Procurement and Asset 

Disposal Bill (PPADB); (ii) organization of consultations and validation 

workshops on the revised provisions; publication and dissemination of the new 

regulations/guidelines; and (iii) organization of a stakeholder workshop on the 

principles of the PPADB. 

Subcomponent 2.2: Building procurement capacity across government 

institutions: Key activities under this component will include: (i) Provision of 

specialized training for ODPP staff to enable the organization to fulfill its 

regulatory and oversight function. This will include: a study tour; formal 

training; implementation of procurement audits in 30 MDAs; and the 

establishment of an ODPP technical library. (ii) Provision of training for 

MDAs in a number of key areas including: record keeping (including the 

development and rollout of a user friendly record keeping system across 250 

procuring entities), the promotion of ethics in the procurement process; basic 

procurement training for non-procurement professionals; and the related 

legislative/regulatory requirements. iii) Support will also be provided to 

develop and implement priority training modules for building the capacity of 

local training institutions to ensure sustainability of training provision. 

Subcomponent 2.3: Strengthening IT infrastructure to support the 

procurement reforms. Key activities under this component include: (i) The 

purchase of additional laptops (5) and desktops (25); (ii) upgrading the 

bandwidth of the internet from 256kb to 1024kb; (iii) upgrading the windows 

operating system from version 2003 to version 2007; (iv) the procurement of 

some scanning, photographic and back up equipment. 
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Components Estimated 

Cost  

Component description  

Subcomponent 2.4: Support to the Malawi Institute of Procurement and 

Supply (MIPS): Key activities under this component include: (i) Provision of 

technical assistance to MIPS to develop a strategic plan which will guide the 

direction of the organization; (ii) development of ICT capacity, through the 

purchase of a server, computers, printers etc. and the establishment of an 

interactive website; (iii) awareness raising among the procurement community 

on the provisions of the new MIPS bill; (iv) provision of technical assistance to 

develop procurement standards; a code of ethics for procurement practitioners; 

and the development of accreditation standards. This will also include 

consultation and dissemination of the standards and codes of ethics through 

workshops which will involve the public sector, the business community and 

civil society organizations. 

Component 3: 

Management 

of the project 

UA 0.24 

million 

Subcomponent 3.1: Project management: This will finance monitoring and 

evaluation activities, staff training, audit, and operating costs. 

2.2   Technical solution retained and other alternatives explored 

2.2.1 During project preparation and appraisal, several options were explored regarding the: 

areas of intervention; the number of institutions to support; the scale of investments in each 

area; and the modality of the capacity building to be provided. Based on these issues and the 

recommendations from various analytical works as well as the other PFM capacity building 

donor planned interventions, it was agreed that in order to grasp the gains that have occurred, 

the ADF intervention would need to continue along similar lines, through the provision of 

specialist technical assistance and other capacity building activities, however, with a greater 

focus on ensuring sustainability and coordination with other partners. 

 

2.2.2 In terms of the funding modality, the appraisal mission engaged in technical 

discussions with the World Bank and the Ministry of Finance to assess options for 

undertaking a joint implementation arrangement to support better donor coordination and 

reduce transaction costs. Consideration was given to disbursing ADF funds through the 

MDTF (Table 2.2). In view of resource gaps in the MDTF, the three parties agreed that the 

proposed operation should provide a targeted funding to two components of the PFEMRP i.e. 

procurement and domestic resource mobilization which are critical to improved service 

delivery. The parties agreed to work together to harmonize aspects of procurement, financial 

management, monitoring and evaluation, audit and reporting where possible to reduce the 

transaction costs on the GoM.  

 
Table 2.2: Project Alternatives Considered and Reasons for Rejection 

Alternative Brief Description Reason for Rejection 

Channel 

resources 

through the GoM 

consolidated 

account 

Instead of having  a specific 

ISP intervention, use of 

General Budget Support aid 

modality  to be used to support 

PFM capacity building 

initiatives 

 Fungibility of resources and huge resource constraints 

in the national budget make it difficult for GoM to 

provide sufficient resources to address specific PFM 

capacity needs (refer to (vi) in Table 2.6 on Lessons 

learned) 

Pooling of 

resources 

through the 

PFEMRP  

MDTF  

 

ADF resources to be 

channelled through an MDTF 

Pool Account to be managed 

by the MDTF Administrator, 

the International Development 

Fund (IDF) of the World 

Bank.  ADF resources to be 

co-mingled with MDTF funds. 

 The MDTF does have sufficient funding to finance the 

second project of the PFEMRP. The first project has 

also a funding gap of US$ 11 million. 

 The arrangement reduces the amount of resources to 

beneficiary institutions. The AA requires the ADF to 

provide 8.37% of its resources (i.e.UA 249,426) to the 

IDF for management of the project.  
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The ADF to sign an 

Administrative Agreement 

(AA) with IDF    

 Unlike fragile states, GoM has the capacity to 

implement the project and hence the approach 

compromises and undermines GoM’s capacity. Since it 

does not fully use country systems, it does not provide 

added value to the Bank.  

Co-Financing 

with   MDTF 

using a Special 

Account Method 

 

The ADF to co-finance the 

implementation of project with 

MDTF partners. ADF 

resources to be disbursed to an 

ADF Special Account to be 

managed by the IDF.  

Resources to be used for 

implementation of all 

PFEMRP components.   

 Besides issues raised above, the arrangement could not 

work since there are no committed funds from other 

Development Partners for implementation of the 

remaining components. Resources from ADF not 

enough to finance the components.  

2.3   Project type 

The proposed operation is an institutional support project designed to 

complement the budget support program and other donor’s intervention including the 

MDTF for PFM reform and capacity building. It aims at consolidating institutional 

reforms spearheaded and led by GoM through the PFEMRP. Through the PFEMRP, the GoM 

has clearly identified reform areas requiring redress. The Bank will thus play a major role in 

facilitating implementation of the program by focussing on improved efficiency in customs 

administration and increased transparency in procurement. Other partners will support 

IFMIS, external and internal audit components of the reform program through the MDTF 

administered by the World Bank, and parallel financing arrangements. Both the MDTF and 

the project activities will be coordinated by the PFEMU under the MoF with the PFEM 

Steering Committee playing an oversight role, and the GFEM co-chaired by the Bank.   

 

2.4 Project Cost and Financing Arrangements 

 The estimated total cost of the project, net of taxes and duties, is UA 3.30 million 

(including 10% GoM’s contribution). A price contingency of 5% and a physical contingency 

of 3% have been factored in the project cost. Tables (2.3) and (2.4) present the estimated 

project cost by component and sources of finance, whereas Tables (2.5) and (2.6) present the 

estimated project costs by Category of Expenditure. Details of the project cost by component 

and expenditure category are also presented in Technical Annex B2.  The Bank will finance 

UA 2.98 million while the GoM’s contribution is expected to be UA 0.30 million.   
 

Table 2.3: Project Cost Estimates by Component 

  (MWK Million) inc. 

Contingency 

(UAC Million) inc. 

Contingency 

 

 Local Foreign Total Local Foreign Total % 

Foreign 

% of 

Total 

Component 1: Strengthening capacity in revenue administration and customs service delivery 

1.1 Customs management 

upgrade to ASYCUDA 

World 

22.10 606.62 628.72 0.04 1.23 1.28 0.96 0.39 

1.2 Compliance Strategy - 68.22 68.22 - 0.14 0.14 1.00 0.04 

GoM Contribution - 

Salaries, Office Rental, 

Utilities 

62.24 - 62.24 0.13 - 0.13 - 0.04 

Component 1 Total 84.34 674.84 759.18 0.17 1.37 1.54 0.89 0.47 
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Component 2: Enhancing competition and controls in public procurement 

2.1 Strengthening existing 

procurement legislation 

218.56 - 218.56 0.44 - 0.44 - 0.13 

2.2 Building procurement 

capacity across government 

institutions 

204.34 149.98 354.33 0.41 0.30 0.72 0.42 0.22 

2.3 Strengthening IT 

infrastructure to support 

procurement reform 

- 37.92 37.92 - 0.08 0.08 1.00 0.02 

2.4 Supporting MIPS 45.34 30.21 75.55 0.09 0.06 0.15 0.40 0.05 

GoM Contribution - 

Salaries, Office Rental, 

Utilities 

62.24 - 62.24 0.13 - 0.13 - 0.04 

Component 2 Total 530.48 218.11 748.59 1.08 0.44 1.52 0.29 0.46 

Component 3: Project management  

3.1 Support to the MoF 36.21 22.07 58.28 0.07 0.04 0.12 0.38 0.04 

GoM Contribution - 

Salaries, Office Rental, 

Utilities 

62.24 - 62.24 0.13 - 0.13 - 0.04 

Component 3 Total 98.46 22.07 120.53 0.20 0.04 0.24 0.18 0.07 

         

Grand Total 713.28 915.02 1,628.31 1.45 1.86 3.30 0.56 1.00 

 

Table 2.4: Sources of Financing 

   (MWK Million) inc. Contingency  (UAC Million) inc. Contingency 

Source of Finance Local Foreign Total Percent Local Foreign Total   

ADF Grant 826.55 915.02 1741.57 90% 1.12 1.86 2.98 90% 

Malawian Government 

Contribution 186.73 0.00 186.73 10% 0.32 0.00 0.32 10% 

Total 1013.28 915.02 1928.31 100% 1.44 1.86 3.30 100% 

 

 

Table 2.5: Project Cost by Category of Expenditure 

    
(MWK 

Million)     
(UAC 

Million)       

Category of Expenditure Local Foreign Total Local Foreign Total 

% 

Foreign 

% of 

Total 

A. Goods - 266.57 266.57 - 0.54 0.54 100% 16% 

B. Services 487.55 580.68 1,068.22 0.99 1.18 2.17 54% 66% 

C. Operating Cost 23.95 - 23.95 0.05 - 0.05 0% 1% 

Baseline Cost (excl. Contingency 

of 8%) 

511.50 847.24 1,358.74 1.04 1.72 2.76 62% 84% 

Physical & Price Contingencies 40.92 67.78 108.70 0.08 0.14 0.22 62% 7% 

Total (incl. Contingency of 8%) 552.41 915.02 1,467.44 1.12 1.86 2.98 62% 90% 

Malawian Government 

Contribution (Salaries, Office 

Rental, Utilities) 

157.17 - 157.17 0.32 - 0.32 0% 10% 

Grand Total 709.59 915.02 1,624.61 1.44 1.86 3.30 56% 100% 
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Table 2.6: Expenditure Schedule by major Component 

 (MWK Million) (UAC Million) 

 2014 2015 2016 Total 2014 2015 2016 Total 

Component 1: Strengthening capacity in revenue administration and customs service delivery 

1.1 Customs management upgrade 

to ASYCUDA World 

251.49 188.62 188.62 628.72 0.51 0.38 0.38 1.28 

1.2 Compliance Strategy 27.29 20.47 20.47 68.22 0.06 0.04 0.04 0.14 

GoM Contribution - Salaries, Office 

Rental, Utilities 

24.90 18.67 18.67 62.24 0.05 0.04 0.04 0.13 

Component Subtotal 303.67 227.76 227.76 759.18 0.62 0.46 0.46 1.54 

Component 2: Enhancing competition and controls in public procurement 

2.1 Strengthening existing 

procurement legislation 

87.42 65.57 65.57 218.56 0.18 0.13 0.13 0.44 

2.2 Building procurement capacity 

across government 

141.73 106.30 106.30 354.33 0.29 0.22 0.22 0.72 

2.3 Strengthening IT infrastructure 

to support procurement reform 

15.17 11.38 11.38 37.92 0.03 0.02 0.02 0.08 

2.4 Supporting MIPS 30.22 22.66 22.66 75.55 0.06 0.05 0.05 0.15 

GoM Contribution - Salaries, Office 

Rental, Utilities 

24.90 18.67 18.67 62.24 0.05 0.04 0.04 0.13 

Component Subtotal 299.44 224.58 224.58 748.59 0.61 0.46 0.46 1.52 

Component 3: Project management 

3.1 Support to the MoF 23.31 17.48 17.48 58.28 0.05 0.04 0.04 0.12 

GoM Contribution - Salaries, Office 

Rental, Utilities 

24.90 18.67 18.67 62.24 0.05 0.04 0.04 0.13 

Component Subtotal 48.21 36.16 36.16 120.53 0.10 0.07 0.07 0.24 

         
Grand Total 651.32 488.49 488.49 1,628.31 1.32 0.99 0.99 3.30 

2.5  Project’s target area and population  

 The direct project beneficiaries are: the Ministry of Finance, the Office of the Director 

of Public Procurement, the Malawi Institute for Procurement and Supply, Procurement 

Entities across MDAs, and the Malawi Revenue Authority. The indirect beneficiaries are the 

general population of Malawi. The private sector will also benefit from improved PFM (a 

competitive and transparent procurement system), and efficient customs administration.  

2.6   Participatory Process for Project Identification, Design and Implementation 

Wide stakeholder consultation was carried out with MDAs, Development Partners, 

the private sector and civil society during project identification, preparation, and appraisal 

stages. The appraisal mission was undertaken jointly with the World Bank to maximise 

synergies with the MDTF and promote donor harmonisation. This built upon the extensive 

consultation undertaken by the Partners (including the Bank through the Country Office) in 

the development of the wider PFEMRP. The bi-annual CABS reviews provided useful 

information for developing the project. The appraisal mission also participated in GFEM 

meeting co-chaired by the MoF and AfDB, and met key PFEM stakeholders to solicit their 

views on the scope and priorities of the proposed operation and ensure synergy and 

complementarity with other interventions. 
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2.7 Bank Group Experience, and Lessons Reflected in Project Design 

 

2.7.1  In designing the project, a review was undertaken of: previous Bank interventions in 

Malawi; the Bank’s Project Completion Reports (PCRs); the Country Strategy Paper; the 

Country Portfolio Performance Review Report; the 2010 PFM Situational Analysis Report, 

the 2011 PEFA assessment, and the 2011 Joint Evaluation of Public Finance Management 

Reform. The AfDB PCRs made a number of recommendations which have influenced the 

design of this operation. These are captured in the Table 2.6. 

 

2.7.2 In 2012, the overall performance of the portfolio was rated as satisfactory (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, 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.  

 
Table 2.7: Lessons learned from the previous Bank interventions in Malawi 

Lessons learned Actions taken to integrate lessons into the PAR 

i. The need to strengthen 

implementation capacity in PFM 

institutions  (2011 PEFA  

Assessment2012 OPEV Assessment 

and  2011-12 CABS Reviews,) 

The project is focussed on capacity building and the development of 

systems and processes to strengthen implementation capacity in partner 

institutions. In the area of revenue management, targeted training will 

be provided and a ‘training of trainers’ component will be implemented 

to enable MRA and border officials to sustainably manage the 

implementation of customs reform. The procurement component has a 

specific focus on ensuring that the provisions of the Public Procurement 

Act are implemented. The project therefore focuses on building the 

implementation capacity of the ODPP, which oversees implementation 

of procurement legislation; and MDAs, which are responsible for 

implementation on the ground. In addition, the project will also support 

the development of systems within ODPP and MDAs to better manage 

information which will contribute to building sustainable institutional 

capacity. Support will also be provided to MIPS and training providers 

to ensure that local procurement training is developed. 

ii. Limiting the number of 

activities and conditions which tend to 

put excessive burden on Government 

leading to the risk of slippages in 

project execution (Support for Good 

Governance Loan) 

The project has been carefully designed by limiting the number of 

components and activities so that partner organizations are able to focus 

on specific, implementable activities within the project timeframe. By 

conducting a joint appraisal mission with the World Bank, which is 

responsible for administering the MTDF, AfDB has ensured that the 

project is closely aligned with the work of other donors, thereby 

avoiding duplication of effort and minimizing the burden on GoM, and  

where possible monitoring and audit arrangements will be shared. 

iii. Strengthening information 

management and filing system as it 

was found that the implementing 

Ministry (MoF) did not have enough 

information to assist the Bank in 

assessing the outcomes of the project 

(Support for Good Governance Loan).  

A specific project management component has been incorporated into 

the project to build the capacity of the MoF to manage the project 

effectively. All project components have an information management 

aspect as it is recognized that addressing this is critical to ensure that the 

reforms are sustainable. 

iv. The need to support existing 

strategic frameworks (Support for 

Good Governance Loan) 

The project is closely aligned with the Bank’s CSP and aligns closely 

with the GoM’s strategic direction.  

v. The importance of the Bank to 

become part of the donor 

harmonization group which would 

enhance donor co-ordination and 

allow future operations to use the 

Performance Assessment Framework  

AfDB is the co-chair for the Group on Financial and Economic 

Management, which includes Development Partners such as: the 

German Development Cooperation (GIZ), Japan International 

Cooperation Agency (JICA), Irish Aid; the European Commission (EC); 

the UK Department for International Development (DFID) and the 

United Nations Development Program (UNDP) and the World Bank. 
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as the principal mechanism of goal 

setting, performance monitoring and 

auditing (Structural Adjustment Loan) 

vi. The Bank’s general budget 

support PCRs found that general 

budget support is not sufficient in 

addressing capacity challenges. This is 

because the GBS resource funds are 

fungible. In some cases, the targeted 

reform institutions do not sufficiently 

benefit from the GBS resources due to 

conflicting government priority needs 

vis-à-vis the resource envelope 

(Poverty Reduction Support Loan) 

The proposed project will thus complement GBS with a view to directly 

intervene in areas of need. 

 

 

 

 

 

 

 

2.7.3 Lessons learned, from other sources, which have influenced the design of the project 

include: 
 

i. Considerable progress has been made in improving PFM systems and revenue 

administration. However, the country needs to strengthen compliance mechanisms. 

The project will therefore address weaknesses in compliance and strengthen 

transparency, accountability, and service delivery systems. 
 

ii. Capacity weaknesses are evident almost throughout the public service and must be 

tackled systematically. The 2011 PEFA assessment noted that a balance has to be 

struck between the various forms of academic and practical training including the 

professionalization of GoM financial management. Strong leadership and direction is 

required in undertaking PFM reforms so that reforms are properly coordinated and 

their impact monitored. Weak ownership of reforms or reforms which are externally 

driven leads to minimal impact. The design of PFEMRP, from which the project is 

derived, has been led by GoM and is fully aligned to MGDS II. In line with Paris 

Declaration Principles, implementation will use existing government systems which 

are led by top GoM leadership. The PFEM Unit will be focal point for coordinating 

all the identified project components. 
 

iii. For efficient use of available resources in a country, project design should take 

account of grant financing from donors, which however, requires more flexible design 

of capacity building activities. This will minimize duplication of efforts, and 

encourage cost effectiveness. The choice of the MDTF instrument by GoM and DPs, 

to which the project is aligned, will ensure a harmonized approach with minimal 

duplication or overlaps. 
 

2.8 Project’s performance indicators  

The key performance indicators identified and the expected outcomes on project 

completion are set out in the Logical Framework, and Results Monitoring Framework 

(Technical Annex B7). The expected outcomes under the first component: “Improved 

capacity in revenue administration” are: (i) % increase in tax revenue from customs 

administration;  (ii) Time taken to submit import/export documents and clear goods; and (iii) 

Improve PI-14 PEFA score from D+ in 2008 to C+ in 2016. The expected outcomes for the 

second component “Enhanced competition, efficiency and controls in public procurement” 

are: (i) Improved transparency and competition in public procurement (# of contracts 

awarded on basis of open competition as % of all contracts awarded in a given year); and 

Improve PEFA score relating to better competition, efficiency and controls in public 

procurement from D+ in 2008 to C+ in 2016. 
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3. PROJECT FEASIBILITY 

 

3.1 Economic and financial performance  

 

 The economic and financial benefits from the project will be much higher than 

UA 2.98 million. Identifying and quantifying the direct and indirect economic and financial 

benefits of capacity building interventions are not straightforward. It is difficult to carry out 

credible and rigorous cost-benefit and financial analyses. On the other hand, the benefits of 

such reforms are widely agreed to be large. While the costs are quantifiable (section 2.4), the 

benefits are indirect, ultimately seen in improved capacity in public procurement and customs 

administration, and better performance of the PFM institutions. The economic justification of 

the proposed project is its contribution to a better functioning government through improved 

capacity.  The benefits of the project will derived  from (a) improved predictability and 

control in budget execution; (b) enhanced competition, efficiency and controls in public 

procurement; (c) improved transparency in public procurement; (d) improved procedures and 

reduction in time it takes to  submit import/export documents and clear goods; and (e) 

effectiveness in tax collection. The project will also support the development of sustainable 

human resource capacity, thereby ensuring that the benefits will be sustained over time. 

3.2 Environmental and Social impacts 

3.2.1 Environment and Climate Change:  The proposed project is environmentally classified 

as Category 3 by ORQR. The project will not have a negative impact on the environment as 

its activities are limited to training, technical assistance, studies and procurement of logistic 

resources, office automation and computer hardware. Furthermore, the training provided in 

areas of procurement policy and project implementation will cover issues related to 

assessment of environmental impact. Project activities that are focused on human and 

institutional capacity building have no negative impact on the on climate change. 

3.2.2 Social: The project is intended to contribute to economic growth and poverty reduction 

through improved PFM systems. Improved governance is a prerequisite for growth and 

poverty reduction. The project will contribute to strengthening transparency, accountability 

and efficiency in procurement and efficient resource mobilisation. Transparent and 

accountable management of resources will lead to increased civic confidence in government. 

The computerization of transactions and processes would lead to better and faster public 

services delivery. The project is expected to strengthen the GoM’s capacity to manage 

resources more efficiently and effectively. Enhanced domestic resource mobilisation and 

efficient use of resources will enable GoM generate sufficient resources for improved delivery 

of social services. In turn, this will increase GoM’s potential to reduce poverty and sustain 

economic growth. No negative social impacts are expected from the project implementation.      

 

3.2.3 Gender: The GoM is committed to the promotion of gender equality to ensure that all 

gender groups are able to fully contribute to the country’s development and benefit from it.  

The National Policy on Gender is in place and provides for the promotion of full and equal 

participation of all gender groups. In line with the policy, the project will ensure that at least 

30% of women professionals are included in training activities. Dialogue with the GoM will 

be pursued to ensure that the on-going gender mainstreaming initiative across GoM 

institutions is inclusive to beneficiary institutions of the project. There are no negative 

impacts of gender that are expected from the project implementation. 

 

3.2.4. Involuntary Resettlement: The project will not result in any population displacement. 
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4. IMPLEMENTATION 

4.1   Implementation arrangements 

The project will be implemented over a period of three years, and the Ministry of 

Finance is the lead executing agency responsible for project implementation and coordination 

in collaboration with the beneficiary institutions (i.e. ODPP and MRA). The Ministry, 

through the PFEM Unit, will coordinate and oversee the project implementation, monitoring 

and result reporting, procurement, and financial management. The PFEM Steering 

Committee will be the highest level GoM body providing strategic policy guidance and 

oversight. The PFEM Technical Committee (PFEMTC) will provide technical inputs on 

project implementation. GFEM, a joint donor and Government forum, will review and assess 

progress against set benchmarks. The AfDB, through the Field Office in Malawi, is currently 

a co-chair of GFEM. Technical Annex B3 provides details of the project implementation 

arrangement. 

 

4.2 Financial Management, Disbursement and Audit Arrangements 

 

4.2.1 An assessment of the PFEM Unit’s financial management capacity for the 

implementation of the project indicates that it is satisfactory to Bank requirements. To this 

end, the implementation of the proposed project will use existing GoM structures which will 

also be used by MDTF partners. The PFEMU will be responsible for financial management 

including effectiveness of internal controls, timely transaction recording, budget 

consolidation, periodic reporting (quarterly and annual financial reports) and coordination of 

audits. Disbursement under this project shall be mainly through the Direct Payment Method 

considering lessons learnt from past and on-going operations in Malawi, which have faced 

challenges in satisfactorily complying with related aspects of the Bank’s financial 

management and disbursement requirements. However, a Special Account method will be 

used for smaller payments. For this purpose, a Designated Special Account will be opened 

with the Reserve Bank of Malawi, linked to an operative account with a commercial Bank. 

Financial reports will be designed to provide quality and timely information on Project 

performance to Project management, the Bank and other relevant stakeholders. Formats of 

the annual and quarterly financial reports will be developed and agreed to by all Development 

Partners and these shall take into consideration needs of other donors to the PFEMRP to 

minimize administrative burdens. In this regard, single reports will be prepared clearly 

indicating the Bank’s sources and funding from other donors.  
 

4.2.2 An external qualified audit firm will be recruited in conjunction with the National 

Audit Office under Terms of References and procurement procedures acceptable to the Bank 

and other Cooperating Partners. The annual audited financial statements together with the 

auditor’s report and management letter covering identified internal control weaknesses will 

be submitted to the Bank no later than six months after the end of each Fiscal year. A 

separate audit opinion will be issued with respect to project Financial Statements, Statement 

of Expenditures (expenditure eligibility testing) and internal controls environment. Technical 

Annex B4 provides details of the financial management and audit arrangement. 
 

4.3  Procurement Arrangements 
 

4.3.1 Results of AfDB’s National Competitive Bidding (NCB) assessment for Malawi 

(2011) were positive. However, a detailed procurement capacity assessment of the MoF was 

conducted by World Bank in July 2012 and found that ‘the risk of the Ministry of Finance to 

carry out activities under the project was ‘medium’ and the overall risk was ‘substantial as 

there are inadequate qualified staff that can undertake procurement activities. The MoF will 
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however recruit a dedicated procurement staff to manage all PFEM reform program activities 

prior to the Bank’s financed components become effective. The recruitment of dedicated 

procurement staff acceptable by the Bank will form part of the Bank’s conditions precedent 

to the first disbursement.  
 

4.3.2 From the foregoing, all procurement of goods and consultancy services under the 

project financed by the Bank will be undertaken in accordance with the Bank’s Rules and 

Procedure for Procurement of Goods and Works, May 2008 Edition, (as revised in July 

2012) or the Rules and Procedures for the Use of Consultants, May 2008 Edition, (as revised 

in July 2012), using relevant Bank Standard Bidding Documents and procurement methods 

stipulated in Table 4.1. A procurement plan, detailing each contract to be financed by the 

grant, the procurement methods, as agreed with GoM during the appraisal mission are  

stipulated in the Annex B5. 
 

 

Table 4.1: Procurement Arrangements (million UA) 

Project Categories [ in millions UA] 

ICB NCB Other* Short 

List  

Non-Bank-

Funded 

Total 

1. Works-There will be no works under this 

project 

      

2. Goods            

2.1 Computers, Servers and Software for all 

components 

 

0.584 

     

0.584 

Sub Total 0.584     0.584 

3. Consulting Services       

3.1Technical Assistance for ASYCUDA (Firm)   0.629   0.628 

3.1 Individual Consultant Tax Compliance Strategy 

Development 

  0.138   0.138 

3.2 Individual Consultant for ODPP establishment of 

Record Keeping 

  0.009   0.009 

3.3  Individual Consultant Strategic Plan 

Development for MIPS 

  0.009   0.009 

  3.4 Individual Consultant for Website Development 

for MIPS 

       0.011   0.010 

3.5 Individual Consultant for the development of 

Accreditation Standards for MIPS 

       0.011   0.011 

3.6 Individual Consultant to develop code of conduct 

for the procurement cadre 

       0.009   0.009 

   3.8 Project Audit  

Sub Total 

   

     0.814 

0.021 

0.021 

 0.021 

     0.835 

4. Training       

4.1 Training in Customs and ASYCUDA.     

4.2Training for ODPP Staff and workshops  

4.3 Training for Procurement Entities and 

workshops 

4.4Training workshops for MIPS 

4.5 Training of PFEM Secretariat Staff and 

workshops 

  0.178 

    0.444 

 

    0.696 

0.145 

0.045 

  0.178 

   0.444 

 

0.696 

0.145 

0.045 

   Sub total       1.508   1.508 

5. Operating Costs (project management, fuels, 

running costs, O&M etc. 

Sub Total 

  0.053 

 

0.053 

  

 

0.053 

 

0.053 

TOTAL 0.584  2.375 0.021  2.980 

* Other may be Direct Contracting, Shopping, identification of national/regional training institutions 

recruitment of individual consultant and use of approved Government procedures. 
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4.4  Monitoring and evaluation 

 The project is scheduled for implementation over a 36-month period, from October 

2013 to December 2016. This schedule is reasonable, given the scope of activities to be 

implemented and project implementation capacity in Malawi. The PFEMU will be 

responsible for project monitoring and evaluation, using the PFEMRP Result Monitoring 

Framework (Technical Annex B7) and the project log frame. The PFEMRP (through FROIP) 

is providing support to PFEMU to strengthen its monitoring and evaluation capacity. The 

PFEMU has a dedicated M&E staff in place. The periodic performance assessment and result 

reporting will be carried out by the PFEMU, in collaboration with the project component 

managers and/or beneficiary institutions. Quarterly and annual activity reports will also be 

prepared and submitted to the Bank. The Bank will monitor project implementation and the 

use of project resources through joint supervision missions and mid-term review mission, to 

the extent possible with other development partners in Malawi. The Malawi Field Office 

which is leading the operation will play an active role in the coordination, country dialogue, 

and project supervision and monitoring. A project completion report will be undertaken to 

evaluate progress against outputs and outcomes and draw lessons for possible follow-up 

operation. Table 4.2 presents project implementation and monitoring schedule.  

 
Table 4.2: Project Implementation Schedule 

Task Responsible Party Start Date 

Grant Approval ADF October 2013 

Grant Effectiveness ADF/GoM November  2013 

Project Launching  ADF/GoM  By December 2013 

Procurement of goods and services GoM January 2014 – June 2016 

Technical assistance and training program  GoM June 2014 – June 2016 

Annual Audit  Report GoM March 2015, 2016, and 2017 

Supervision Mission ADF June/December 2014, 2015 and 2016 

Mid-term Review ADF June 2015 

Project Completion Report  ADF/GoSL December  2016 

 

4.5 Governance 

4.5.1 The GoM is committed to fighting corruption. On the Corruption Perception Index, 

Malawi moved from a score of 28 in 2005 to 37 in 2012. In 2012, the country was ranked 

13th out of 54 countries in Africa.  In order to sustain the fight against corruption, the GoM is 

implementing a National Anti-Corruption Strategy which aims at bringing all stakeholders 

together to address graft. In June 2013, Malawi also launched a Public Service Charter 

Program with a view to improve public service delivery, transparency and accountability. 

Governance, at the level of Bank Group’s funded projects, has been satisfactory.  

 

4.5.2 Robust governance arrangements have been put in place to manage the 

implementation, monitoring, review and audit of this project, as outlined in sections 4.1, 4.2 

and 4.2 above. The implementing entity has been assessed as having enough capacity to 

implement the project, utilizing the existing country systems. Controls and oversight will be 

further strengthened by periodic internal audits to be conducted by the Central Internal Audit 

Unit. Lastly, the implementation of the agreed action plan will further enhance the financial 

management arrangements in place for the project implementation. The proposed project will 

contribute towards strengthening the transparency and accountability practices in public 

procurement and increasing efficiency in customs administration which are critical in 

improving governance and tackling corruption in Malawi. 
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4.6 Sustainability 

 An important contributing factor to the sustainability of the proposed project 

interventions is the GoM’s commitment to policy and institutional reforms in the area of 

PFM. The Government led the design of the PFEMRP which covers a wide range of areas 

(Par 1.2.1). Significant attention has been paid to sustainability in the project design. The 

resource mobilization component aims to ensure that the capacity of GoM to increase 

revenue collection is strengthened, thus contributing to positive long term development 

outcomes. In addition, a training of trainers program will ensure that knowledge and skills are 

transferred to the MRA and customs officers to enable them manage the reform process. On 

the procurement component, the project employs a holistic approach, building capacity of the 

ODPP, MDAs, MIPS and local training providers. This will enable interventions to be 

mutually reinforcing, whilst building sustainable capacity at a local level. The project will 

also strengthen institutional systems and processes (e.g. through the development of a records 

management system) so that reforms are embedded within the MDAs.  

4.7 Risk Management 

 

 The potential risks and mitigation measures for the project is summarized Table 4.2. 

 
Table 4.2 Risks and mitigation measures 

Risks Probability 

/ Impact 

Mitigation measures 

Macroeconomic risk: potential 

spill overs from the global 

economic crisis and adverse 

weather conditions could affect 

the demand for Malawi’s 

primary export, lower 

agricultural output, income of 

farmers and dampen growth 

given the size of agriculture in 

GDP (30%). 

Probability 

medium and 

impact 

Medium 

Continued implementation of fiscal and monetary policy 

supported by an IMF program.  Continued implementation 

of budget support operations as well as policy dialogue with 

CABS partners including the Bank will help to monitor and 

mitigate the macro-economic risks. Export diversification 

through effective implementation of the government’s 

recently launched National Export Strategy  

Political risks: Policy reversal 

in the lead up to the 2014 

general elections may affect the 

pace of reform 

Probability 

medium and 

impact High 

The Government’s commitment to, and ownership of, 

reforms is high. Recent accomplishment indicates that the 

Government has satisfactory track record of implementing 

ambitious economic governance reform including PFM.  

The project will also directly contribute to building capacity 

to implement and monitor the pace and sequence of a 

medium term PFM reform program. 

Implementation capacity 

constraints: Weak institutional 

and human resources capacity 

could cause delays or hamper 

implementation of reform. 

Probability 

medium and 

impact 

Medium 

The on-going multi-donor supported PFM reform program, 

and the proposed capacity building project would strengthen 

capacity of the PFEMU. Dedicated PFEMU staff have been 

assigned for reform coordination and monitor 

implementation In addition, the use of existing Unit and 

sustained efforts of capacity building will mitigate this risk 

in the medium to longer term. The project will also provide 

additional project management capacity including training. 

Fiduciary risks: Government 

has made notable progress in 

improving PFM, as noted in the 

2011 PEFA report, but there are 

still weaknesses in the fiduciary 

control environment. 

Medium 

probability/ 

High Impact 

Concurrent Internal Audit of the project transactions to trace 

and correct anomalies. The project requires submission of 

quarterly financial reports and audited financial statements 

on an annual basis. Enhanced transparency of the resource 

flow and the Bank’s regular supervision mission (including 

PFM and procurement) will help to mitigate the risk. 
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4.8  Knowledge Management 

 

 The PFEMRP will build knowledge and develop skills on specific areas related to 

public procurement and customs administration. The implementation of the PFEMRP will 

strengthen PFM in Malawi in a number of ways including: (i) the use of new tools to improve 

customs administration through the roll-out of ASYCUDA World, (ii) the public procurement 

capacity building initiative, (iii) the development of accreditation standards and code of 

conducts for  public procurement, (iv) the establishment of recording keeping system, and 

websites through technical assistance, and (v) capacity building support to local training 

institutions and professional bodies. The project will help local training institutions and MIPS 

develop training programs and accreditation standards to deliver public procurement training 

programs in a sustain manner. Knowledge will also be acquired through skill transfer using 

external experts and developing partnership with peer institutions in the region (e.g. Public 

Procurement Regulatory Agency and Revenue Authorities). In addition, formal and informal 

training on Customs Modernisation and Public Procurement matters will be developed to 

improve knowledge and skills of public procurement and customs officers and non-

procurement professionals across MDAs. A sensitisation and public awareness raising 

program will be organised to broaden understanding of the revised Public Procurement Act, 

MIPS Bill, and Code of Conduct and thereby improve integrity, transparency and 

accountability in the management of public resources. The joint supervision and result 

reporting and project completion report will contribute towards knowledge management and 

lessons learnt to inform future interventions. 

 

V – LEGAL INSTRUMENTS AND AUTHORITY 

 

5.1 Legal instrument  

The legal framework of the project will be governed by a Protocol of Agreement 

between the Republic of Malawi and the African Development Fund for an ADF Grant of 

UA 2.98 million. 

 
5.2 Conditions associated with Bank’s intervention 

 

5.2.1 Conditions Precedent to Entry into Force: The Protocol of Agreement shall enter into 

force on the date of its signature by the Republic of Malawi and the African Development 

Fund.  

 

5.2.2 Conditions Precedent to First Disbursement: The first disbursement of the grant shall 

be conditional upon the entry into force of the Protocol of Agreement, and the Recipient 

providing evidence of the fulfilment of the following conditions, in form and substance 

satisfactory to the Fund: 

 
(a) evidence of having opened a Special Account in the Reserve Bank of Malawi for the deposit of 

the proceeds of the grant; and  

 

(b) the recruitment of a Procurement Specialist, with qualifications and experience 

acceptable to the Fund, in the PFEM Unit. 
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5.3 Undertakings 

The Recipient shall maintain the existence and functioning of the PFEMU, the PFEM 

Steering Committee and the PFEM Technical Committee, each in a form and with a 

composition acceptable to the Fund.   

5.4 Compliance with Bank Policies 

 This project complies with all applicable Bank policies. 

 

 

VI. RECOMMENDATION 

 

 Management recommends that the Board of Directors approve the proposed Grant of 

UA 2.98 million to the Government of the Republic of Malawi for the purposes and subject 

to the conditions stipulated in this report. 
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Appendix I: Malawi Selected Macroeconomic Indicators 

 
  

Indicators Unit 2000 2008 2009 2010 2011 2012 2013 (e)

National Accounts

GNI at Current Prices Million US $ 1,797 3,921 4,477 4,917 5,230 ... ...

GNI per Capita US$ 160 280 310 330 340 ... ...

GDP at Current Prices Million US $ 1,743 4,230 4,941 5,190 5,144 4,619 4,342

GDP at 2000 Constant prices Million US $ 1,743 2,394 2,576 2,743 2,861 2,919 3,081

Real GDP Growth Rate % 0.8 8.6 7.6 6.5 4.3 2.0 5.5

Real per Capita GDP Growth Rate % -1.9 5.4 4.4 3.3 1.1 -1.2 2.2

Gross Domestic Investment %  GDP 13.6 25.6 25.1 25.4 25.0 30.8 33.1

     Public Investment %  GDP 10.0 8.9 13.7 12.2 11.7 17.7 20.1

     Private Investment %  GDP 3.5 16.7 11.4 13.2 13.2 13.1 13.0

Gross National Savings %  GDP 8.3 16.0 20.7 24.7 9.6 12.4 20.3

Prices and Money

Inflation (CPI) % 29.6 8.7 8.4 7.4 6.4 19.2 17.6

Exchange Rate (Annual Average) local currency/US$ 59.5 140.5 141.2 150.5 156.5 241.7 ...

Monetary Growth (M2) % 45.5 62.6 24.6 30.4 35.1 ... ...

Money and Quasi Money as % of GDP % 17.8 23.5 25.0 29.1 38.1 ... ...

Government Finance

Total Revenue and Grants %  GDP 24.1 30.1 32.7 33.8 30.9 22.2 34.9

Total Expenditure and Net Lending %  GDP 29.7 32.8 38.0 33.8 33.6 29.3 42.3

Overall Deficit (-) / Surplus (+) %  GDP -5.6 -2.7 -5.3 0.1 -2.8 -7.2 -7.4

External Sector

Exports Volume Growth (Goods) % -6.6 7.0 -27.6 42.5 -10.3 4.7 -3.0

Imports Volume Growth (Goods) % -21.3 34.9 -20.1 48.1 -14.7 -11.5 6.9

Terms of Trade Growth % -9.5 -14.1 50.9 -14.1 1.5 1.9 26.5

Current Account Balance Million US $ -92 -937 -596 -1,021 -919 -585 -302

Current Account Balance %  GDP -5.3 -22.2 -12.1 -19.7 -17.9 -12.7 -7.0

External Reserves months of imports 4.2 1.4 0.9 1.5 1.1 0.8 ...

Debt and Financial Flows

Debt Service %  exports 19.9 1.3 1.3 1.3 1.7 2.3 2.5

External Debt %  GDP 153.4 16.8 16.2 16.7 17.7 20.8 23.0

Net Total Financial Flows Million US $ 431 933 812 1,056 725 ... ...

Net Official Development Assistance Million US $ 446 924 771 1,023 798 ... ...

Net Foreign Direct Investment  Million US $ 40 71 55 58 56 ... ...

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

                AfDB Statistics Department: Development Data Portal Database, March 2013. United Nations: OECD, Reporting System Division.

Notes:            …      Data Not Available   ( e ) Estimations Last Update: May 2013
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Appendix II: Bank Group Operations in Malawi as at August 30, 2013 

 

 
 

 

 

 

  

Sectors/Operations
Approval 

Date

Last Date of 

Disbursement

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 14.31 95.4% 7.1 2.7 3.0

2 Agriculture Infrastructure Support

   ADF 09/09/09 30/06/15 Loan 15.0 2.84 18.9% 4.0 2.4 3.0

3 Climate Adaptation for Rural Livelihoods and Agr Project  *

  Global Environment Facility 10/11/11 30/06/15 Grant 2.0 0.41 20.6% 1.8 2.0 2.0

4 Smallholder Irrigation and Value Addition Project **

   ADF 13/03/13 30/9/18 Grant 0.25 0.5

   GAFSP 13/03/13 30/9/18 Grant 26.25

SOCIAL SECTOR       

5 Support to the Health Sector Programme

   ADF 24/11/05 31/12/13 Grant 15.0 13.42 89.5% 7.8 1.5 3.0

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

   ADF 08/02/12 31/12/17 Loan 9.05 1.84 20.3% 1.6

   ADF Grant 10.95 0.00 0.0%  

   NTF Loan 6.50 0.00 0.0%  

7 Support to Local Economic Development

   ADF 24/09/08 31/12/14 Loan 14.0 3.76 26.9% 4.9 2.3 2.5

    Supplementary Loan Local Economic Development

   ADF 09/12/10 31/12/14 Loan 3.2 0.96 30.2% 2.7 2.5 2.8

8 Competitiveness and Job Creation Project in Private Sector *

   ADF 16/12/11 31/12/17 Loan 10.0 1.46 14.6% 1.7 2.0 2.0

WATER & SANITATION SECTOR     

9 National Water Development Program     

   ADF 02/07/08 31/12/13 Loan 15.2 11.04 72.6% 5.2

   ADF Grant 10.7 8.95 83.4%

   RWSS Trust Fund Grant 3.07 2.40 78.2%

10 Access to Water & Sanitation for Urban Poor         

   AWF 28/12/09 30/09/14 Grant 0.5 0.53 100.0% 3.7 2.2 3.0

11 Strengthening Water Sector M&E in Malawi

   AWF 28/01/10 31/12/13 Grant 1.6 1.64 100.0% 3.6 2.1 2.0

TRANSPORT SECTOR     

12 Trunk Road Rehabilitation Blantyre-Zomba (Loan) 22/05/09 31/12/14 Loan 23.0 8.93 38.9% 4.3

Ntcheu-Tsangano-Mwanza Feasibility Study 31/12/13 Grant 1.1 0.09 7.7%

13 Multinational: Nacala Road Corridor

   ADF 24/06/09 31/12/13 Loan 14.3 3.30 23.0% 4.2 2.0 3.0

14 Mzuzu and Nkhata Bay Road Rehabilitation Project **

   ADF 13/03/13 31/12/17 Loan 21.8 0.5

ENERGY SECTOR     

15 Kholombidzo Hydroelectric Power Plant feasibility Study **     

   ADF 25/03/13 30/06/15 Grant 2.0 0.0% 0.4

MULTI SECTOR     

16 Restoration of Fiscal Stability and Social Protection (RFSSP)*     

   ADF 11/07/12 31/10/13 Grant 26.0 26.00 100.0% 1.1 2.5 3.0

   Supplementary Grant to RFSSP

   ADF 26/04/13 31/10/13 Grant 4.0 4.00 100.0% 1.1

TOTAL 250.5 105.9 42.3%  2.2 2.7

  Total Loan 132.0 34.1 25.9%

  Total Grant 118.5 71.7 60.5%

Projects under other Bank Group Initiatives***

1 Songwe River Basin Development Study 25/05/10 31/05/14 AWF 3.11 0.95 30.5% 3.3 2.5 3.0

NEPAD-IPPF 1.08 0.11 10.0%

2 Shire Zambezi Water Development Feasibility Study* 31/05/11 30/09/14 AWF 1.53 0.00 0.0% 2.3

NEPAD-IPPF 0.987 0.00 0.0%

3 Enhancing Good Governance in District Public Service 

Delivery (Governance Trust Fund) * 17/04/11 15/12/13 GTF 0.1 0.13 100.0% 2.4

4 Construction Sector Transparency Initiative * 13/09/12 31/12/13 GTF 0.1 0.04 50.0% 1.0

5 Capacity Building and Assessment of Legislative and 

Institutional Framework for PPPs in Malawi * 17/08/12 31/12/13 Indian TF 0.3 0.00 0.0% 1.0

TOTAL 7.2 1.2 17.0%

* The ratings of these projects are taken from Baobab not SAP. 

** Not yet supervised.

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

2.1 3.0

2.0 2.0

2.4 3.0
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Appendix III: Main Related Projects Financed by the Bank and other Development Partners 

in Malawi 

 

DONOR PROJECT TITLE AMOUNT INTERVENTION AREAS 

AfDB Restoration of Fiscal 

Stability and Social 

Protection (2012-13, GBS) 

UA 30 

million 

 To Strengthen PFM transparency  and  

accountability by (i) improving budget 

preparation and execution; (ii) Strengthening 

revenue collection and tax reforms; and (iii) 

Strengthening external audit system 

Enhancing Good 

Governance in District 

Public Service Delivery 

through Responsible, 

Transparent and 

Accountable Procurement 

in Malawi project  

(Governance Trust Fund) 

US$ 210,150  To hire a consultant to isolate the salient 

issues, foundations and principles of the 

PPA; Produce  a booklet with key 

foundations and principles of Procurement; 

Translate  the booklet into popular 

languages; Reproduce the vernacular 

booklet; and Popularize the procurement 

foundations and principles booklet. 

Domestic Resource 

Mobilisation ESW 

UA 200,000  To  gather, compile, analyse and synthesize 

available information and data on different 

aspects of country’s revenue/tax system with 

the view to distilling important lessons and 

experiences that can help devise measures 

for supporting sustainable revenue 

management; and identify the characteristics 

of the different financing mixes (revenue 

sources) and their respective components, 

particularly exploring the aspects of 

sustainability, level of control by the 

government, potential for growth, volatility, 

governance and political economy 

implications. 

TA to the Reserve Bank of 

Malawi (2012-13) 

US D 55,000  Provision to TA to assist the RBM in 

developing and improving exchange rate 

misalignment and estimation models 

PFM MDTF 

(GIZ, EU 

and DfID) 

Financing Reporting  and 

Oversight Improvement 

Project (2013-17) 

US$ 19 

million (US$ 

8 million 

pledged) 

 Covers the following components of the 

PFEM Reform program: Accounting and 

reporting; internal audit;  external audit; and 

program management 

UN  

(UNDP) 

Strengthening Institutional 

Capacity for Development 

Effectiveness and 

Accountability (2013 – 

2016) 

US$18,482,5

00 

 To develop and strengthen Results Based 

Management (RBM) systems for planning, 

monitoring and evaluation with a view to 

enhance ownership and leadership for 

achievement of development results; 

Strengthen GoM capacity to effectively 

negotiate, manage and account for 

development assistance; and strengthen 

GoM capacity to align policies, programs 

and budgets with national development 

strategies and MDGs for efficient 

achievement of development results. 

GIZ  Support to IFMIS LA roll 

out 2012 -2013 

€1.2 million  Complete roll out of IFMIS 

Support to Revenue 

forecasting  (2012 – 2016) 

€ 300, 000  Capacity building for revenue forecasting 
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Support to PFEM reform 

program  in Malawi (2012 

– 2016) 

 €400,000  Project being developed 

Support to IFMIS HRMIS 

Control 2012 -2013 

€60, 000  To Improve IFMIS Controls 

Support to Macro 

modelling and economic 

data (2012 – 2014) 

€200, 000  Capacity building for macro modeling 

KfW Support towards NAO and 

other Governance and 

Accountability institutions  

€ 4.0 million  Improve public financial accountability and 

scrutiny through strengthening of the NAO 

and other governance and accountability 

institutions. 

Ireland (part 

funding 

from GIZ) 

Joint Capacity 

Development Program for 

Local Government (2011-

15) 

€2,200,000  Strengthen Financial Management Capacity 

in Local Authorities. Main areas of focus: 

recruitment, training and equipment for 

Financial Analysts in the District Councils; 

support roll out of IFMIS to 5 district 

councils; support and Institutionalize both 

internal and external audit functions in and 

for local authorities; and develop and 

implement local revenue enhancement 

strategic plans 

Norway Statistics for the Malawi 

growth and Development 

Strategy (2011- 2014) 

NOK 15.7 

million  To strengthen and further build the capacity 

of the National Statistical Office (NSO) for 

it to be able to produce statistics for mid- 

and long-term monitoring of the Millennium 

Development Goals (MDG) and the Malawi 

Growth and Development Strategy  II 

(MGDS II) 

Macro Modell for MGDS 

II  (2012-2014) 

NOK 5.85 

million 

 To strengthen the capacity for evidence 

based planning and timely production of 

policy analysis for policy makers through 

development and use of the macroeconomic 

is the basis for achieving this. The project is 

linked to the project with NSO, as good 

quality statistics to feed into the model is 

essential to achieving the project goal. 

Support to National Audit 

Office 

NOK 18 

million 

 Aim at strengthening   capacity of the 

National Audit Office through high quality 

and timely audit services delivered;  

competent and motivated staff in place; 

infrastructure, vehicles and equipment to 

effectively implement operational plans 

acquired and maintained; effective 

communication systems promoted; and 

strengthening its independence   

USAID Support to PFEM Reform 

program 

US$ 2.90 

million 

 Activities to be supported under discussion 

JICA Capacity Enhancement in 

Public Sector Investment 

Programing (Phase II) 

(2013-16) 

US$ 4.3 

million 

 To improve the Public Sector Investment 

Program (PSIP) system and harmonise it   

with planning  and budget processes  of 

relevant MDAs and the Budget Division of 

MoF 

Co-financing 

(financiers 

include 

AfDB, WB, 

EU, DfID) 

Public Expenditure Review 

(2012-13) 

USD 400,000  To undertake a PER covering the following 

sectors: agriculture, education, health, 

transport and social protection 
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Appendix IV: Summary of Public Expenditure and Financial Accountability 
PEFA 2011 Summary Assessment (with comparison to 2008 and 2006) 

 

PFM Performance Indicator 
Scoring 

Method 

Dimension Ratings Overall 

Rating 

  

i.  ii.  iii.  iv.  2008 2006 

A. PFM-OUT-TURNS:  Credibility of the budget   

PI-1 
Aggregate expenditure out-turn compared to original 

approved budget 
M1 B    B A A 

PI-2 
Composition of expenditure out-turn compared to original 
approved budget 

M1 C A   C+ D D 

PI-3 
Aggregate revenue out-turn compared to original approved 

budget 
M1 D    D4 A A 

PI-4 Stock and monitoring of expenditure payment arrears M1 NS D   NS NS D+ 

B. KEY CROSS-CUTTING ISSUES: Comprehensiveness and Transparency   

PI-5 Classification of the budget M1 A    A B B 

PI-6 
Comprehensiveness of information included in budget 
documentation 

M1 A    A B B 

PI-7 Extent of unreported government operations M1 B NS   NS NS B 

PI-8 Transparency of inter-governmental fiscal relations M2 A C B  B B+ C 

PI-9 
Oversight of aggregate fiscal risk from other public sector 
entities 

M1 B B   B C+ D+ 

PI-10 Public access to key fiscal information M1 C    C C B 

C. BUDGET CYCLE   

C(i) Policy-Based Budgeting   

PI-11 Orderliness and participation in the annual budget process M2 C A C  B C+ B 

PI-12 
Multi-year perspective in fiscal planning, expenditure policy 

and budgeting 
M2 C A C D C+ B D+ 

C(ii) Predictability and Control in Budget Execution   

PI-13 Transparency of taxpayer obligations and liabilities  M2 C B B  B B C 

PI-14 
Effectiveness of measures for taxpayer registration and tax 
assessment 

M2 C C D  D+ C+ C 

PI-15 Effectiveness in collection of tax payments  M1 NS A C  NS D+ D 

PI-16 
Predictability in the availability of funds for commitment of 

expenditures 
M1 B B B  B B C+ 

PI-17 
Recording and management of cash balances, debt and 

guarantees 
M2 A A B  A A C 

PI-18 Effectiveness of payroll controls M1 A B A B B+ C+ C+ 

PI-19 Competition, value for money and controls in procurement M2 C D D B D+ NS D 

PI-20 Effectiveness of internal controls for non-salary expenditure M1 B B C  C+ C+ B 

PI-21 Effectiveness of internal audit M1 C C D  D+ C+ D+ 

C(iii) Accounting, Recording  and Reporting   

PI-22 Timeliness and regularity of  accounts reconciliation M2 D D   D B+ B 

PI-23 
Availability of information on resources received by service 

delivery units 
M1 D    D D D 

PI-24 Quality and timeliness of in-year budget reports M1 C A B  C+ C+ C+ 

PI-25 Quality and timeliness of annual financial statements M1 C A C  C+ C+ D+ 

C(iv) External Scrutiny and Audit   

PI-26 Scope, nature and follow-up of external audit M1 C B D  D+ D+ D+ 

PI-27 Legislative scrutiny of the annual budget law M1 B C D C D+ B NS 

PI-28 Legislative scrutiny of external audit reports M1 C B D  D+ D+ D+ 

D. DONOR PRACTICES   

D-1 Predictability of Direct Budget Support M1 A NS   NS NS D 

D-2 
Financial information provided by donors for budgeting and 

reporting on project and program aid 
M1 C C   C C C 

D-3 
Proportion of aid that is managed by use of national 
procedures 

M1 C    C C D 

 

  

                                                 
4
 Under the new PEFA methodology “favourable” revenue variances may now result in sub-optimal PEFA indicator scores 
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Appendix V: PFEMRP Analytical Underpinnings 

 

Component/Reform 

Areas 

Analytical Work   Institution 

Strategy Second Malawi Growth and 

Development Strategy (2011-2016) 

MEPD 

Malawi Country Strategy Paper (2013-

2017) 

AfDB and GoM 

Public Finance 

Management  

PFEM Reform Program (2011-2016) MoF 

PEFA Report 2011 MoF 

OPEV Joint PFM Evaluation Public 

Finance Management Reform (2011) 

AfDB 

Assessment of the Country National 

Competitive Bidding Procedures  for 

Malawi (2011) 

AfDB 

PFM Situational Analysis Report 

(2010) 

MoF 

PFM Reforms Technical Assessment 

Report (2011) 

IMF 
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Appendix VI: Map of the Republic of Malawi showing Project Sites 

 

 
 

 
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. 

 




