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1.      Introduction 
 
1.1 Over the past several years, resource flows to Africa through vertical health funds 
(VHFs) have risen dramatically. These funds typically target narrowly defined objectives and 
are often free to work inside or outside of government. Given the volume of resources they 
manage and the scale of their operations, VHFs can have significant direct and indirect 
effects on government ministries and programs. Much remains to be discovered about how 
governments are managing rapidly multiplying donors and resources, and how these 
organizations are endeavouring to comply with widely accepted aid effectiveness principles.  
There have been limited opportunities so far for countries to compare these experiences 
and learn from them.  
 
1.2 Improving aid effectiveness is a long-standing commitment of the African 
Development Bank Group. As a signatory to the Paris Declaration of March 2005, it 
subscribed to the principles of ownership, alignment, harmonisation, managing for results 
and mutual accountability. The Bank worked closely with other development partners in the 
organization of the Third High-Level Forum (HLF) on Aid Effectiveness held on 2-4 
September 2008 in Accra, Ghana.   As part of the preparation for the Forum, the Strategic 
Partnership with Africa (SPA) opened a work stream to better understand the opportunities 
and challenges presented by VHFs as they relate to aid effectiveness and donor 
coordination.  The Sector Support Working Group of the SPA designed a study on vertical 
funds in the health sector in order to determine and disseminate good practices.   
 
1.3 The study is aimed to provide an overview of country-based approaches for aligning 
and managing VHFs in sub-Saharan Africa.  It would focus on the challenges and 
opportunities associated with these funds and pay special attention to the unintended 
consequences brought about by fund activity. The study would provide an overview of 
country-based approaches for aligning and managing VHFs in 3 countries in sub-Saharan 
Africa (Ghana, Sierra Leona and Malawi).  The country case studies were financed by the 
USAID (Ghana and Sierra Leone) and the Bank Group (Malawi). The results of the country 
case studies were presented at the SPA plenary in February 2008, and the synthesis report 
was presented at the Accra High Level Forum in September 2008. 
 
1.4 The Bank’s financing of the case study in Malawi falls within the framework of its 
participation in the SPA.  The Bank has made commitments to contribute to SPA studies on 
selected themes. In particular, the Bank has offered to support the SPA work program for 
2007 on Capacity Building for Resource Management and an analysis involving the 
proliferation in the use of VHFs.  
 
1.5 There are currently several initiatives taking stock of global program/vertical fund 
activities.  Particularly germane to this study is the ongoing work sponsored by the World 
Bank’s Global Programs and Partnership Group working with the DAC Working Party on Aid 
Effectiveness, and the World Health Organization’s work on scaling up to meet Health 
MDGs, also carried out in conjunction with the OECD. The study seeks to learn from these 
complementary initiatives, build on their results to shape the inquiry, while carefully avoiding 
duplication of existing efforts and collaborating where possible.  
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1.6 This brief presents a summary of the results of the case study in Malawi. The team 
consisted of a health planner and a health economist. The TOR of the study was the same 
as those undertaken in Ghana and Sierra Leone. The study covered desk review of existing 
literature to identify relevant ongoing work on global/vertical funds in Malawi; inventory of 
VHFs, activities, and key personnel in Malawi; discussions with key actors from civil society, 
donor, and government organizations; and follow-up interviews with key participants to 
confirm initial conclusions, and/or broaden analysis and identify missing elements. 
 
2. Background 
 
2.1 With the introduction of several large VHFs, the aid architecture in health is changing. 
Donors are increasingly allocating assistance through these funds, leaving significant 
financial gaps for health systems, including infrastructure and recurrent costs.  Many African 
governments lack the absorptive capacity to manage vertical funds, and procurement and 
supply management systems are often inadequate. The management of vertical funds also 
diverts valuable resources away from other health priorities.  While aid effectiveness is 
improving, and harmonization efforts are underway in a number of countries, health donors 
need to recommit to improved effectiveness.   
 
2.2 The current per capita expenditure on health in most countries is below $10 per 
capita compared to $34 as recommended by the Commission on Macroeconomics and 
Health. African health systems suffer from poor delivery systems, the migration of health 
professionals to urban areas and other countries, inadequate infrastructure, the lack of 
clean water, poor roads and communications, weak procurement and supply management 
systems and poorly maintained health facilities. Most health outcomes in sub-Saharan 
Africa are dependent on a range of inputs beyond the jurisdiction of the ministries of health.  
The bulk of the funding needed for health systems is for long-term recurrent costs.  A 
significant amount of health finance comes from external sources, most of which is 
unpredictable and short-term.  At the country level, non-state actors play a substantial and 
often predominant role in both the financing and delivery of health care services, but are 
often absent from the aid effectiveness and scaling-up agendas.  Health plans tend to be 
poorly linked to development frameworks such as Poverty Reduction Strategy Papers, 
Medium-Term Expenditure Frameworks and their associated annual budgets. 
 
2.3 Millennium Development Goals (MDG) put health squarely at the centre of the 
international development agenda: 3 of the 8 MDGs relate directly to health and the other 
goals (e.g. education, sanitation) interact directly or indirectly with health outcomes. 
Developing countries will need US$ 25 - US$ 70 billion in additional aid per year to remove 
financing constraints to scaling up to meet the MDGs.  Official Development Assistance 
(ODA) has grown steadily over the last decade, and is expected to continue to rise as 
donors commit to significantly scale-up aid to achieve the MDGs. As indicated in the 2006 
Global Monitoring Report, net ODA disbursements are projected to increase by 60 percent 
from US$79 billion in 2004 to US$128 billion in 2010, with half of it expected to benefit 
Africa.  Development Assistance for Health (DAH) has substantially increased to assist 
countries to meet the MDGs. The World Health Organization estimated that DAH has 
increased from US$ 2.5 billion in 1990 to over US$ 13 billion in 2005.  Much of this 
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assistance is targeted to specific diseases or interventions, which raises issues of funding 
imbalances and prioritization.   
 
2.4 Development Effectiveness of these increased resources on health outcomes has 
been mixed. While there have been notable successes, particularly in countries with strong 
and continuous government commitment to reform, overall results have been disappointing. 
Many African countries are off-track on all the health MDGs. It is in this context that 
questions have arisen about the effectiveness of health spending and the integrity of the aid 
architecture in health. The Paris Declaration on Aid Effectiveness is an important framework 
for strengthening the performance of partners and measuring the impact of aid.   With the 
new challenges of the vertical funds, increased efforts are required to strengthen 
harmonization and alignment in order to increase country-level effectiveness of the 
international aid architecture. 
 
2.5 In terms of the Paris Declaration of Aid Effectiveness, the Ministry of Finance in 
Malawi has made commitments to a policy of increasing the proportion of aid administered 
through the budget as a means of adhering to the principles of the declaration. As noted in a 
recent IDA study on aid architecture (2007), multiple aid channels impose additional strain 
on already weak implementation capacities in low income countries, including Malawi and 
obviously off budget aid presents a challenge in terms of transaction costs and human 
capacity. 
  

Table 1: Development Aid Support to Health in Malawi 2006/07 (MK) 
 

 Total Development 
Support 

Support through the 
budget 

Percentage of 
Support through the 
budget 

ADB 3,977,997,976 3,977,997,976 100 
World Bank 6,254,248,402 6,254,248,402 100 
EU 8,072,700,668 7,457,554,710 92 
UNDP 858,090,889 666,459,360 78 
KfW 928,115,350 700,022,958 75 
DFID 14,983,166,736 10,533,527,066 70 
Norway 8,636,581,618 5,814,544,230 67 
JICA 2,230,083,311 1,126,387,740 51 
CIDA 1,862,980,325 556,045,132 30 
GTZ 1,208,781,904 325,052,588 27 
UNICEF 2,249,166,835 - 0 
FAO 293,326,615 - 0 
WHO 64,173,755 - 0 
USAID 5,052,439,387 - 0 
WFP - - n/a 
Total 57,023,401,320 37,411,840,161 66 
Source: Debt and Aid Management Division, Annual Debt and Aid Report 2006/07,Ministry of Finance 

 
2.6 Table 1 illustrates the proportion of development support administered through the 
budget. Support through the budget here is defined as when a government institution 
manages both the project’s activities and finances (while in some cases still using donor 
procedures). Thus according to the table, 34% of development assistance in 2006/07 was 
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off budget. This figure is close to figures from the Health Sector Joint Country Review of 
2005/06 which estimated off budget donor support in the health sector at 38%.   
 
3.     Purpose and Methodology of the Study 
 
3.1 The study is designed to analyze VHFs in sub-Saharan Africa.  Its objectives are: (i) 
to equip African governments to work with VHFs to maximise collective health outcomes; 
and (ii) to share experience on coordinating with VHFs among development and country 
partners to maximize aid effectiveness and promote compliance with the Paris Declaration 
and other good practice principles.  The study is aimed to provide an overview of country-
based approaches for aligning and managing VHFs in 3 countries in sub-Saharan Africa. 
The Bank Group has financed the country case study in Malawi and the studies in Ghana 
and Sierra Leone were sponsored by the USAID. 
 
3.2 Specifically, the study covered the following: 
 

 A literature review identifying key contributions on the subject of global/vertical 
funds operating in Malawi; 

 A rapidly compiled “map” documenting the number, type, and volume of current 
VHFs in Malawi; 

 A description of how partner country governments are managing vertical fund 
activities in Malawi;  

 An analysis of strengths and weaknesses, and challenges and opportunities to 
country health systems presented by VHFs activities in Malawi; 

 An analysis of how vertical funds (management/staff) see their role in Malawi vis-
à-vis partner country health ministry and other development partner health 
programs;  

 An analysis of the principles and policies of VHFs apply to guide their 
relationships with Malawi government; 

 The identification of lessons learned and good practice on managing and 
coordinating vertical fund programs; and 

 Concrete suggestions on how to deepen/broaden the analysis and how to take it 
forward to complement other ongoing projects on the same topic. 

 
3.3 The consultants undertook a desk review of existing literature to identify relevant 
ongoing work on global/vertical funds in the health sector of Malawi.  The information was 
drawn from both academic and official policy documents. The consultants also prepared an 
inventory of vertical health funds, activities, and key personnel in Malawi.  A series of 
discussions were undertaken with key actors from civil society, donor, and government 
organizations.  Follow-up interviews with key participants were used to confirm initial 
conclusions, and/or broaden analysis and identify missing elements. 
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4.    Malawi Health Context 
 
4.1 Health Situation 
 

Sixty-five percent of the Malawian population lives on less than $1 a day (National 
Statistic Office, 2000) and Malawi’s health indicators remain among the poorest in the 
region (Table 2). The HIV/AIDS prevalence rate among adults (15-49 years) is 14.4 percent 
(National AIDS Commission 2004, 2003 estimates) and HIV/AIDS-related conditions are 
estimated to account for more than 40 percent of all inpatient admissions (Government of 
Malawi 2002a). Life expectancy has recently fallen to 36.3 years, mainly as a result of the 
HIV/AIDS epidemic. Tuberculosis (TB), once on the decline, has also been increasing, with 
70 percent of TB patients also testing HIV positive. The maternal mortality rate has 
increased by 80 percent since 1992, from 620 to 1,120 deaths per 100,000 live births.  

Table 2: Selected Health Indicators  

Indicator 1999-2005 
Total population (NSO, 2005) 11.3 million 
Infant mortality rate per 1,000 live births (MDHS, 2004) 76 
Under five mortality rate per 1,000 live births (MDHS, 2004) 133 
Total fertility rate (MDHS 2004) 6.0 
Life expectancy at birth (NSO, 2003) 36. 3years 
Maternal mortality rate/100,000 live births (MDHS 2004) 984 
Total HIV-positive population (NAC, 2003) 700,000 – 1,000,000 
Public health expenditure (PPP/US$) private/public (MOH) 11 
Source: various  

 
4.2 Health Financing 
 
4.2.1 From a situation of so-called “balkanization” of the country (SWAp Design Mission 
Final Report, 2002) whereby development partners in the health sector provided assistance 
to Malawi in a project form and by geographical area/district, the Ministry of Health in 1999 
made a decision to move from a project approach to a Sector-Wide Approach (SWAp).   
 
4.2.2 In 2004, the Government of Malawi together with its development partners finalized 
work on a six year Program of Work (POW) costed at US$ 763 Million. The SWAp POW is 
based on the Essential Health Package (EHP) which is a minimum package of health 
services to be freely provided and composed of the most common causes of mortality and 
morbidity in Malawi including malaria, TB, HIV/AIDS, malnutrition, diarrhea,  cholera, acute 
respiratory tract infections, etc.  
 
4.2.3 The program of work has been divided into six components or programs, namely 
Human Resources, Pharmaceutical and Medical Supplies, Essential Basic Equipment, 
Infrastructure/Facilities Development, Routine Operations at Service Delivery Level, 
Systems Support, and Development – Non-district level Operations 
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4.2.4 The implementation of the POW is based on consolidated activities from the District 
Implementation Plans (DIPs) and Annual Work Programs (AWPs) for Central MOH 
Departments and Central Hospitals, and a consolidated SWAp Annual Implementation Plan 
(AIP). A Memorandum of Understanding (MOU) was subsequently signed by the 
Government of Malawi and its development partners to finance and support the POW. The 
MOU provides for a common framework for health sector planning, budgeting, financing, 
financial management, and reporting and monitoring and evaluation, as well as agreement 
on both yearly and mid-term reviews. 
 
 SWAp Financing Mechanisms and Sources 
 
4.2.5 The SWAp MOU stipulates different modes of funding by the Collaborating Partners: 
 
Mode I  Funds are deposited in a common bank account and are available for the entire sector. 

-  (Pool or Basket Funding) 
 Mode II Funds are deposited in separate individual bank accounts and are available 

for the entire sector, i.e. not ear-marked.  
  Mode III Funds are deposited in separate individual bank accounts as in 

Mode II, but are available only for specific activities, i.e. ear-
marked. 

   Mode IV funds are deposited in separate individual bank 
accounts as appropriate, but are channeled directly 
to either an activity implementation team or a 
relevant entity 

 
All the funds in the above-cited modes are controlled by MOH except in Mode IV. The funds 
under Mode IV are estimated at more than 30% of development assistance in 2006/07, as 
indicated in Table 1 and para. 2.6. 
 
4.2.6 Table 3 describes the funding of the health SWAp from 2004 to 2007 by source. 
 

Table 3: Funding of SWAp (billion MK) 
 GOM Pool funders Discrete funders Total POW  
2004/05 5.70 1.10 1.34 8.14 10.37 
2005/06 8.64 6.70 0.27 16.08 15.62 
2006/07 7.66 8.98 0.51 17.15 16.39 
Source: MOH 

 
4.2.7 Norway/Sweden, DFID, UNFPA, World Bank, the ADB and Global Fund (the Global 
fund joined the SWAp Pool in 2006 and are funding the SWAp through the round two 
Malaria grant, the round five Health Systems Strengthening grant as well as the recently 
approved round seven TB grant, for all of which the Ministry of Health is the Principal 
Receipt (PR)) are signatories to the MOU as so called “Pool donors” (Mode I), providing 
sector budget support in support of the SWAp. All Pool financing to the sector is channeled 
through GOM financial systems and use agreed GOM and World Bank Procurement 
Procedures for national competitive bidding and international competitive bidding 
respectively. 
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4.2.8 UNICEF, the Christian Hospital Association of Malawi (CHAM), BMZ (German 
Government), WHO and ICEIDA are “discrete donors” (Modes II, III and IV) who provide 
discrete funding (through project support) as signatories under the SWAp MOU. The 
Ministry of Health centrally manages Individual bank accounts for these discrete donors. 
Procurement for non-pool funding is conducted according to the regulations of each partner.  
Donors who have not signed the MOU include USAID, Centers for Disease Control, 
European Union, UNDP, UNAIDS and JICA.  
 
4.3       Funding HIV/AIDS  
 
 The National AIDS Commission (NAC) coordinates and provides leadership in the 
HIV and AIDS national response through the Integrated Annual Work Plan (IAWP), which is 
an implementation tool for the National HIV and AIDS Action Framework (NAF) as well as 
the National HIV and AIDS Policy.  The IAWP includes so called “pooled” donors such as 
Government of Malawi, DFID, Sweden, CIDA and the World Bank, and discrete donors such 
as AfDB, CDC, UNDP and JICA. The Global Fund has joined the HIV/AIDS pool under 
Malawi’s round one HIV/AIDS grant. 
 

Table 4: HIV/AIDS Pool Funding (Malawi Kwacha) 
 2004/05 2005/06 2006/07 
Norway/Sweden 303,808,266 229,253,364 338,791,390 
GOM 150,000,000 210,968,487 200,000,000 
DFID - 247,909,722 364,987,764 
CIDA 133,436,318 - 519,764,767 
World Bank 329,730,000 1,623,408,450 1,101,251,000 
Total 925,259,218 2,314,153,608 2,056,994,920 
Source: NAC 
 

Table 5: HIV/AIDS Discrete Funding (Malawi Kwacha) 
 2004/05 2005/06 2006/07 
ADB - - - 
CDC 51,197,419 40,083,691 64,637,594 
UNDP 82,920,026 95,081,603 62,621,299 
JICA 8,841,560 - - 
Norway/Sweden* 584,254 - - 
Global Fund** 2,674,095,850 638,944,464 5,543,621,299 
Total *** 2,822,211,808 774,109,760 127,258,893 
Source: NAC 

Note: *    Norway/Sweden is a pool partner and funds reflected here are carry over funds from before pool   
arrangement begun in July 2003 

          **  The Global Fund figure for 2006/07 was received as part of pooled funding as Global Fund joined      
 pool in 2006/2007 and thus the figure for 2006/07 should be in table 4. 

        ***   The total for 2006/07excludes the Global Fund amount for that year that should be transferred to  
               table 4.  
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4.4    VHFs in Malawi 
 
4.4.1 The VHFs in Malawi are classified into two types: (a) transitional vertical funds, i.e., 
funds that were vertical in nature and are transitioning to SWAp/pool arrangement, e.g. 
Global Fund, TB Control Programme, Malaria Control Program, Extended Programme on 
Immunisation (EPI), Sexual and Reproductive Health; and (b) pure vertical funds, e.g. 
Global Alliance for Vaccines and Immunisation (GAVI), the United States President’s 
Emergency Plan for AIDS Relief (PEPFAR), United States President’s Malaria Initiative 
(PMI) and private initiatives such as the Clinton Health Initiative (CHI). Chart 1 indicates that 
the Global Fund is, on an annual average, the largest VHF in Malawi, followed by PEPFAR.   
 
 

Chart 1:Vertical Health Fund Levels
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Source: NAC, PEPFAR and GAVI Websites 

Note: The GAVI figure (US$ 42.2 million, source: GAVI 2006 Progress Report) is Malawi’s cumulative funds received since 
2000 until end 2006, while the PEPFAR figure of US$ 15 million is the annualized average (source: USAID Malawi 
website) for Malawi.  
 
A. Transitional Vertical Funds  
 
 (i) Global Fund to Fight HIV/AIDS, TB and Malaria 
 
4.4.2 As mentioned earlier, the Global Fund has recently joined both the Malawi Health 
SWAp and the HIV/AIDS Pool (2006/07 financial year).  Under the SWAp, the Global Fund 
is financing two grants, US$ 22.6 million for Health Systems Strengthening (HSS) and 
US$ 18.8 million for malaria. The HSS grant (which started disbursing in January 2007) 
supports the Ministry of Health’s Emergency Human Resource Programme through 
increase in recruitment and employment of 2,100 Health Surveillance Assistants (HSA), 
1,028 community nurses, 45 medical specialists, 54 doctors for staffing ART clinics, 1,000 
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clinical officers, 100 additional tutors in health training schools, and tutor training abroad for 
50 tutors. The malaria grant started disbursing in January 2006 (an additional malaria grant 
of US$ 62 million has been approved for Malawi under round seven of the Global Fund).  
Like most countries, implementation of activities financed by the Global Fund is undertaken 
by Principal Recipients (PRs) together with partner institutions, while fiduciary issues are 
handled by Local Fund Agents (LFAs).     
 

Table 6. Global Fund Grants in Malawi (Rounds 1 to 5) 

 Round 1 Round 2 Round 5 Round 5 

Component HIV/AIDS Malaria HIV/AIDS (OVC) Health Systems  
Strengthening 

Approved Funding  
 

Phase 1:$41,751,500 
Phase 2: $136,862,764 

$ 17,957,714 $7,708,331 $22,645,798 

Principal Recipient National AIDS Com-
mission Trust of the 
Republic of Malawi 

Ministry of Health National AIDS Com-
mission Trust of the 
Republic of Malawi 

Ministry of Health 

Local Fund Agent PWH Coopers PWH Coopers PWH Coopers PWH Cooperes 
Grant Agreement Signed 10 February 2003 19 September 2005 09 May 2006 29 Sept 2006 
Grant Start Date 01 October 2003 1 February 2006 01 October 2006 1 July 2007 
First Disbursement Date 24 April 2003 unknown unknown  14 June 2007 
Total Disbursed as of  
8 July 2009 

US$ 193,794,673 US$ 17,957,714 US$ 7,708,331 US$ 17,207,360 

Source: Global Fund website 

 
(ii)    National TB Control Programme (NTCP) 

 
4.4.2 The NTCP was incorporated into the SWAp in 2006. The SWAp offers a good 
opportunity to move away from the vertical planning, funding and financing of operations at 
national, intermediate and district levels, on which NTP has relied very much for its 
development since 1984. The vertical approach was successful in terms of the performance 
of the programme, but it resulted in NTCP’s operations undertaken outside the regular 
planning cycle of the MOH. Now that the NTCP operates under SWAp in terms of planning, 
procurement, financial and other programmatic aspects, the justification for continuation of 
the vertical approach is gradually disappearing. 
 
4.4.3 MOH still accepts discrete donor funding for TB outside the health SWAp as long as 
such support is in line with the SWAp POW. USAID provides support to NTCP through the 
TB Control Assistance Program (TB CAP) and Project HOPE.  Both projects support various 
activities at district level (4 districts) and at national level, all supporting the National TB 
Strategic Plan. 
 

(iii)    Malaria 
 
4.4.4 Previously the National Malaria Control programme (NMCP) was a vertical disease 
specific programme funded mainly by DFID, JICA, Norway and USAID, as well as UNICEF, 
WHO and UNDP. With malaria being a key component of the EHP, the NMCP has now 
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been integrated in terms of planning, procurement, financial and other programmatic 
aspects into the SWAp POW.  
 

(iv) Extended Programme of Immunisation (EPI) and Sexual & Reproductive 
Health (SRH) 

 
4.4.5 As with malaria and TB, EPI is programmatically and financial part of the SWAp. 
Previously, EPI was a vertical program supported by bilateral donors such as DFID, JICA 
and KFW as well as WHO and UNICEF. SRH is also now under the SWAp arrangement but 
is also supported by non SWAp MOU signatories such as USAID. 
 
B.      Pure Vertical Funds  

 
(i) Global Alliance for Vaccines and Immunisation (GAVI) 

 
4.4.6 GAVI, established in 1999, is an alliance of organizations involved in global 
immunization efforts. GAVI partners include WHO, UNICEF, the World Bank and the Bill 
and Melinda Gates Foundation. GAVI works with national ministries of health to develop 
strategies and plans to strengthen childhood immunization as well as provide technical 
support. The Global Fund for Children’s Vaccines is the main financial mechanism by which 
GAVI provides resources. The Fund is a financially independent mechanism designed to 
raise new resources for immunization and was set up with an initial grant of US$ 750 million 
from the Bill and Melinda Gates Foundation. The fund has bilateral and multilateral donors 
as well as private corporations and foundations. A country has to have a GDP per capita of 
less than US$ 1,000 to qualify. 
 
4.4.7. In 2000, Malawi spent US$ 1.5 million on programme-specific immunization services. 
This increased by 82% in 2002, the year GAVI started its support. At present, GAVI is 
providing pentavalent vaccine, while MOH and other donors are providing all traditional 
vaccines and other support under the SWAp. By December 2006, GAVI disbursed US$ 42.2 
to Malawi.  It interfaces with the country level health system through an Inter-Agency 
Coordinating Committee composed of the MOH, donors and UNICEF. Actual 
implementation of activities is done by EPI under the MOH. 
 

(ii) United States President’s Emergency Plan for AIDS Relief (PEPFAR) 
 
4.4.8 While Malawi is classified as a non-focus PEPFAR country, Malawi is receiving 
resources of over US$ 15 million per year to fight HIV/AIDS. The United States Government 
(USG) team in Malawi composed of USAID, CDC and the Department of State is supporting 
HIV/AIDS activities in prevention, care and treatment, as well as laboratory, strategic 
information and capacity building. In addition, CDC is a discrete donor to NAC.      
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(iii)     President’s Malaria Initiative (PMI) 

 
4.4.9 The PMI is a United States Government initiative led by USAID in collaboration with 
CDC and the Department of State to reduce malaria related deaths by 50 percent in target 
countries. PMI activities started in 2007 in Malawi when 186,000 Long Lasting Insecticide-
treated mosquito nets (LLINs) were financed and distributed for free at antenatal clinics and 
to children under one year. A further 700,000 LLINs were due to be distributed. PMI is also 
supporting Indoor Residual Spraying (IRS). 
 

(iv)    Private VHFs: Clinton Foundation, Bill and Melinda Gates Foundation.  
 
4.4.10 The Clinton Foundation runs two initiatives, namely the Clinton Foundation HIV/AIDS 
Initiative (CHAI) and the Clinton-Hunter Development Initiative (CHDI). CHAI works in four 
main areas: (i) lowering the cost of treatment through price reductions in AIDS medicines; 
(ii) partnering with governments to implement large-scale treatment and prevention 
programmes (e.g. improving procurement and laboratory systems, train healthcare workers 
and Laboratory technicians), (iii) expanding access to treatment in rural areas,  and (iv) 
making treatment universally accessible for children through reduced cost HIV/AIDS 
pediatric treatment.  CHI on the other hand, is building infrastructure such as a new 
maternity wing at Kamuzu Central Hospital in Lilongwe and a district hospital. 
 
4.4.11 The Bill and Melinda Gates Foundation has been supporting a Malaria Research 
Project in Blantyre, among other initiatives. 
 
4.5    Alignment with National Goals 
 
4.5.1 The entry point for all health programmes in Malawi is the SWAp POW, which is 
essentially the National Health Plan/Strategy for 2004-2010. All signatories to the SWAp 
MOU, including the Global Fund, can be considered to be in line with Malawi’s national 
goals.  Key donors who have not yet signed the SWAp MOU, such as USAID and JICA, 
have made commitments to align their programmes to the POW.  
 
4.5.2 Regarding the pure VHFs, GAVI is supporting the POW’s EPI sub-component which 
is coordinated by UNICEF and MOH. On the other hand, PEPFAR involves CDC (which 
aligns itself to the HIV/AIDS National Action Framework and the Integrated Annual 
Workplan of NAC). The PMI also involves CDC and USAID both of which are working 
closely with NAC and MOH in coordinating activities in alignment with the HIV/AIDS 
National Action Framework (NAF) and SWAp.  Of the private vertical funds, the CHAI and 
CDI are working directly with the Government of Malawi through the Ministry of Health and 
NAC to ensure alignment to the SWAp for general health activities and NAF for HIV/AIDS 
activities.   
 
4.5.3 MOH officials confirmed that that the transitional and pure VHFs are in alignment with 
national goals. Because of the relatively recent operations of the private VHFs in Malawi, it 
is difficult to asses whether their operations were in alignment with national goals.  
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4.6    Planning and Coordination 
 
4.6.1 The main advantage of the health SWAp has been in improved and streamlined 
planning, financial, procurement and other requirements which the MOH brought about by 
the establishment of a common framework. With the setting up of the SWAp Secretariat 
within MOH, all of these functions are in theory, better coordinated. VHFs, with their various 
planning, reporting, procurement and financial requirements, put a strain on these 
administrative functions. The integration of TB, malaria, EPI and SRH into the SWAp has 
somewhat lessened this strain (although USAID and JICA still require their own procedures).    
 
4.6.2 While the health SWAp calls for a common framework for health sector planning and 
monitoring and evaluation, some donors in Malawi (i.e., which are not signatories of the 
MOU) still keep separate planning and reporting systems.  Nevertheless, the Global Fund 
has come a long way to integrating in terms of planning and coordination, with most of the 
drive coming from pressure at the country level. The joining by the Global Fund to the 
SWAp and HIV/AIDS pool is a good example of country level stakeholders influencing a 
VHF to adapt to country level processes such as planning and coordination. 
 
4.6.3 Most of the pure VHFs (i.e. GAVI, PEPFAR, PMI and private initiatives) undertake 
their planning centrally. However, there is significant coordination at the local level through 
sector working groups such as Health Donor Group and the HIV/AIDS Technical Working 
Group.    
 
4.7    Human Resource Capacity 
 
4.7.1 Donors participating in the health SWAp are supporting the Emergency Human 
Resource Programme (as mentioned in section 4.4.2) in order to increase recruitment, 
retention and training of  medical staff. DFID is supporting salary top ups of 52% to medical 
staff to improve retention and motivation. The integration of previously vertical programmes 
(such as TB, Malaria, EPI and SRH) into the health SWAp and the support to health 
systems strengthening by some programmes have provided more resources for human 
resource development. 
 
4.7.2 Vertical programmes such as PEPFAR (through CDC/USAID) and CHAI are 
providing training for HIV/AIDS counselors and laboratory technicians. Both initiatives are 
also running programmes on improvement and strengthening of laboratory programmes. 
  
4.8 Health Care Delivery 
 
4.8.1 The transitional and pure vertical funds have certainly benefited from the improved 
flow of resources to the district levels under the SWAp arrangement. The Ministry of 
Finance transfers funds directly to the districts,  and this has enabled District Health Officers 
to have greater control of the use of the funds (e.g. for malaria and TB) . The funds are 
being used for rehabilitation and construction of health centres and hospitals. The Global 
Fund, through its support of the SWAp under the Health Systems Strengthening grant, has 
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contributed in rehabilitation and construction of health centres and hospitals, as well as in 
the training of health workers.  
 
4.8.2 In terms of malaria and EPI, there have been stockouts of ITNS due to procurement 
problems as well as significant stockouts of vaccines at the central level (BCG and DPT). 
This problem has been due to the transition from an efficient vertical procurement system to 
a World Bank based procurement system, with its delays and bureaucratic procedures. 
 
4.8.3 Certain pure VHFs (such as PEPFAR) have contributed to better health care delivery 
especially in prevention and laboratory strengthening. In 2007, PMI financed the purchase 
and distribution of 186,000 Long Lasting Insecticide-treated mosquito nets (LLINs) at 
antenatal clinics, thus improving the availability and usage of this item in Malawi. 
 
4.9    Sustainability 
 
4.9.1 The 2006 Joint Country Program Review (JCPR) noted that the budget allocation to 
the health sector rose from MK 9.5 billion in 2004/05 to MK 12.8 billion in 2005/06, 
representing a nominal raise of 35%. According to the Mid-Term SWAp Review (2007),   the 
flow of funds under the SWAp has improved, both from the development partners and 
Treasury to MoH cost centres.  The Central Hospitals and DHOs reported positively about 
the improved flow of funds since the start of the SWAp, noting that greater consistency and 
predictability have had a positive impact on their operations.  
 
4.9.2 The integration of the Global fund, TB, Malaria, EPI and SRH programmes into the 
SWAp has been seen by many stakeholders as a positive step in terms of sustainability of 
the previously vertical programmes. One caveat to this is the financial stability of the ART 
programme after the Global Fund expires. It is hoped that with time, the activities being 
supported by the Global Fund will be fully integrated into the health SWAp and thus pool 
funding will replace the Global Fund should they pull out one day as funding for the Global 
Fund is not guaranteed.  Furthermore, there are concerns related to the sustainability of the 
pure vertical funds (GAVI, PEPFAR , PMI as well as the private foundations), which are 
international health initiatives with limited time frames and are set up to address particular 
diseases.  
 
4.10     Impact  
 
4.10.1 While no formal evaluation of the Global Fund in Malawi has been carried out (the 
Fund carried out a five year global evaluation in 2008), the major impact of the Global Fund 
in Malawi has been the scaling up of the provision of ARVs (over 100,000 people on ARVs 
in 2007). Other positive impacts of the Global Funds as perceived by informants is the fact 
that the entry of the Global Fund in Malawi has focused attention to the HIV/AIDS epidemic 
and brought in other donors to address HIV/AIDS. Nevertheless, Government officials 
consider that the Global Fund has very bureaucratic and cumbersome procedures and 
requirements for disbursements. One example is Malawi’s round two malaria grant which 
was put together in 2002 but was only signed in 2005, and whose first disbursement was in 
2006.  
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4.10.2 GAVI has shown a positive impact on immunization levels in Malawi by increasing 
the availability of vaccines. It is too early to assess the impact of the support from PEPFAR, 
PMI, the Clinton Foundation and Bill and Melinda Gates Foundation.  
 
5.       Government Concerns  
 
The Government has expressed the following key concerns regarding VHFs: 
 

• While most of the VHFs are aligned to national plans, it is importance to streamline 
procedures and use a common framework for planning, budgeting, financing, 
reporting and monitoring and evaluation.  

• There is a need to look at sustainability of activities after the life of VHFs. For 
example, the financial sustainability of ART provision needs to be addressed in terms 
of what happens after the Global Fund expires. Thus, the possibility of integrating the 
funding of ARVs into the SWAp is of paramount importance to ensure continuity of 
provision of such services.  

• While VHFs such as the Global Fund have attempted to address issues of Health 
Systems Strengthening by supporting the health SWAp, there is a need for other 
VHFs to provide support in a more holistic and substantial way ; and. 

• There is need to improve on the provision of financial data on VHFs to assist in 
planning and coordination 

 
6.      Conclusion and Recommendations 
 
6.1 Complexities in the aid architecture for health mirror the complexities of the sector 
itself.  Creating and sustaining the population’s health, providing financial protection from 
the consequences of ill-health, and managing, financing and governing the health system 
are all difficult and costly. Donor proliferation seems to be particularly pronounced in the 
health sector in Malawi, where many organizations are involved. This is accompanied by 
significant earmarking of aid resources for specific uses or for special-purpose organizations, 
including global programs or “vertical” funds.  
 
6.2 The study reviewed the VHFs in Malawi and its experience to coordinate these funds 
in order to maximize aid effectiveness. The VHFs in Malawi dominate the financing of the 
health sector and narrowly target specific priority diseases. Benefits have been well noted. 
Yet, not addressing the entire health system creates pressure points and weaknesses 
across the sector. The VHFs are not signatories to the Paris Declaration, and thus, in some 
ways, they operate outside the common framework. Each fund has its own reporting and 
financial systems.  
 
6.3 The Bank Group’s primary objective is to promote sustainable economic growth to 
reduce poverty in Africa. In the health sector, the ultimate objective of the Bank is to improve 
the health conditions of the people in client countries, particularly the poor and the 
vulnerable, in the context of its overall strategy for poverty alleviation. To achieve this 
objective, the Bank will better serve client countries by focusing on its comparative 
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advantages and by improving its collaboration with global partners, including those that 
provide VHFs.   
 
6.4 As a signatory to the Paris Declaration and an active participant in the Accra Agenda 
for Action, the Bank Group ensures efforts towards increased aid effectiveness in all its 
operations, including the health sector. Management undertook (since 2005) institutional 
and operational reforms to improve quality, harmonization and effectiveness. These 
measures have contributed to the improvement of the Bank’s health portfolio in Malawi.  
Through its health portfolio, the Bank will continue collaborating further with the Government 
and Development Partners participating in the SWAp within the framework of the Paris 
Declaration.  
 
6.5 The current financial crisis adds to the challenge of delivering both timely and quality 
assistance to Malawi. This will require additional efforts to improve quality and aid 
effectiveness of VHFs. The funding of the health sector SWAp offers an opportunity for the 
Government and Development Partners (including VHFs) to make efforts to use a common 
framework to ensure efficient and effective utilization of the limited resources. It is opportune 
time for the Bank to ensure increased participation in the health SWAp in Malawi through 
the on-going operations to increase flexibility to address major health issues, which are not 
being addressed by the VHFs.  Rather than compete with these funds, the Bank and other 
MDBs should fill the gaps created in health system financing, including the development of 
the capacity to manage VHFs, improved infrastructure, recurrent costs and procurement 
and supply management systems. 
 
6.6 The Bank will continue to lead further the regional effort for the implementation of the 
Paris and Accra commitments. The Bank should strengthen its commitment to the Accra 
Agenda for Action which calls upon all donors and partner countries to take concrete and 
faster actions in selected key areas aimed at accelerating progress in all development aid, 
including support to the health sector.  The Bank has already started fulfilling a number of 
the key commitments. 
 



 

 

ANNEX 1  
 

Funding Map, 2006/07 (MK‘000s) 
 

 Total Health  Swap HIV/AIDS 
ADB 988,984  - 
CIDA -  725,819 
DFID 4,266,672 3,494,554 365,228 
EU 549,442  - 
GTZ 226,613  - 
JICA 344,866  234,981 
KFW 137,547  114,233 
Norway/Sweden 3,319,728 2,582,996 639,024 
UN System 1,183,509  101,230 
FAO 6,226  54,772 
UNDP -  42,904 
UNICEF 1,116,663  - 
WFP -  - 
WHO 60,620  3,554 
USAID 1,148,218  1,684,760 
World Bank 840,546 840,546 1,112,756 
Total 13,006,123  4,743,049 
Source: Annual Debt and AID Report, 2006/07, Ministry of Finance 
 
Note: Total health column includes SWAp funding where applicable 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




