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Currency Equivalents 
May 2018 

 
1 UA  = 1,062 Malawian Kwacha (MWK) 
1 USD  = 739.16 Malawian Kwacha (MWK) 
1 UA  = 1.44 USD  

 
Fiscal Year 
[July - June] 

 
 Weights and Measures 
 

1metric tonne  = 2204 Pounds (lbs) 
1 kilogramme (kg) = 2.200 lbs 
1 metre (m)  = 3.28 feet (ft) 
1 millimetre (mm) = 0.03937 inch (“) 
1 kilometre (km) = 0.62 mile 
1 hectare (ha)  = 2.471 acres 
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Loan Information 

Client’s information 
 
BORROWER:     Republic of Malawi 
 
EXECUTING AGENCY:   Ministry of Agriculture Irrigation and Water Development 
 
Financing plan 

Source Amount (UA million) Amount (USD million) Instrument 
ADF 20.00 28.76 Loan 

NTF 4.50 6.47 Loan 

OFID 10.43 15.00 Loan 

TAAT 0.70 1.00 Grant 

World Bank 111.26 160.00 Loan 

GEF 3.89 5.59 Grant 
GOM 5.15 7.40 Counterpart 
TOTAL COST 155.93 224.22  

 
ADF’s key financing information 

 ADF 
Loan currency UA 
Interest type* NA 
Interest rate spread* NA 
Commitment Charge* 0.50% per annum on non- disbursed amount beginning 120 days 

after signature 
Other fees* NA 
Tenor (40 Years including the Grace Period) 
Service Charge 0.75% per annum on the amount disbursed and outstanding 

Grace period Ten Years  
 
Timeframe - Main Milestones (expected) 

Concept Note approval  May 2017 

Project approval October 2018 

Effectiveness December 2018 

Last Disbursement December, 2025 

Completion December, 2025 

Last repayment NA 
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Project Summary 
1. Project Overview:  

1.1 The Shire Valley Transformation Program (SVTP) will be implemented in Chikwawa 
and Nsanje Districts south of Malawi.  The program development objective for the Shire Valley 
Transformation Program is to increase agricultural productivity and commercialization for 
targeted households in the Shire Valley, and to improve the sustainable management and 
utilization of natural resources. The project development objective for SVTP-1 is to provide 
access to reliable gravity fed irrigation and drainage services, secure land tenure for 
smallholder farmers and strengthened management of wetlands and protected areas.  SVTP is 
a program of three sequential but partially overlapping phases (with different financiers 
entering at different times and in parallel financing arrangements).  SVTP extends for fourteen 
years (2018-2031) with a total cost of USD 563 million.  Shire Valley Transformation Project 
(SVTP-I) initiates the process with a major focus on irrigation service provision to the SVIP-I 
area, land tenure, farmer organization and natural resource management as these precede any 
downstream development.  SVTP-I will provide the necessary infrastructure and enabling 
environment to scale up the deployment of agricultural technologies under SVTP-II in line 
with the Technologies for African Agricultural Transformation (TAAT) framework to increase 
agricultural productivity and value addition.  SVTP-II shifts investment focus to agricultural 
investment, private sector and value chain support, as well as the investments in bulk 
infrastructure for the SVIP-II area.  Finally, SVTP-III is the massive scale up phase of 
investments to the SVIP-II area.   

1.2 SVTP-I has a time frame of seven years from 2018 to 2025 and total cost net of taxes 
and duties, is UA 155.93 million.  The Bank is contributing: i) ADF loan of UA 20 million, ii) 
NTF loan of UA 4.5 million, and iii) TAAT Grant of UA 0.7 million; totaling UA 25.20 million.  
The Bank will also administer an OFID loan of UA 10.43 million (USD 15 million). 

1.3 About 56,000 smallholders farm families will directly benefit from the project.  About 
30% of the project beneficiaries are women headed household.  The project will provide gravity 
water supply for 22,280 hectares and help establish nine (9) Smallholder Owned Commercial 
Farm Enterprises (SOCFE) coached throughout the entire value chain.  The resources 
mobilized by the ADB Bank group (including the OFID Loan) will only finance the works for 
the construction of the main canal 1, and the support to seed service development (this will be 
financed through TAAT framework already approved by the Board of Directors on 28 
November 2017). 

1.4 Successful farmers cooperatives/trust models in link with established agro-food 
companies, good soils, water availability, limited flood issues where the scheme is developed, 
proximity to urban markets will lead to intensified agricultural production that would 
consequently enhance food security and poverty alleviation, and help farmers to better cope 
with climate change related events.  The project design followed an intensive consultation 
process through discussions with farmers groups and several relevant stakeholders.  This 
participatory approach will continue during project implementation.  

2. Needs Assessment:  

2.1 Since the initial scoping for the project in 2011, Government, World Bank, African 
Development Bank, African Water Facility, Food and Agriculture Organization (FAO) and 
International Finance Corporation (IFC) have methodically supported a careful preparation 
process. This resulted in 2012, the endorsement of principles of engagement by Government 
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and the Banks. This was followed by a revisit of previous technical studies to reflect the 
principles of commercialization of smallholder agriculture. In 2013, the prefeasibility study 
was updated and it recommended a series of interlinked feasibility studies to comprehensively 
assess the feasibility of the scheme. In addition, a series of water availability studies were 
carried out to confirm water availability for both energy generation at Kapichira and the 
proposed Shire Valley Irrigation scheme.  The feasibility studies outcomes concluded that the 
proposed program/project was economically sound and had environmental and social benefits. 

3. Bank’s Added Value:  

3.1 The Shire Valley is the only large alluvial area of the country, with good soils and 
available water resource where a transformational irrigation project can be implemented.  The 
Bank pioneered the preparation of development in the Shire Valley by a series of studies since 
the early 1990s.  Overtime, the GoM and the Bank changed the project concept a number of 
times to match changes in the political and economic priorities of the country.  Nevertheless, 
financing continued to be a problem due to the high cost of the project.  As the key partner to 
the GoM in the Shire Valley development, the Bank is partnering with the World Bank and 
Government to develop the project in a very transformational manner, which would change the 
way agricultural development takes place in Malawi and other Sub-Saharan countries. 

4. Knowledge Management: 

4.1. The Project is the first of its kind and size in Malawi in particular and in the Bank ADF 
financing in general.  As such, the project provides the Bank with a wealth of knowledge for 
implementing similar operations in other areas of the continent.  The results from the various 
studies and other surveys, including the socio-economic impact study will inform the 
stakeholders on how to put the acquired knowledge into practical use for better results-oriented 
achievements and sustained benefit flows.  The knowledge obtained will be shared within the 
AfDB and with other development partners as well as with RMCs.  The project experience in 
using technologies to increase crop productivity and overall production as prescribed in the 
TAAT Framework will be replicated in other agricultural development within the country and 
the region, especially where it is not presently the case.  
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VII. Results Based Logical Framework 
Country and Project Name: Malawi – Shire Valley Transformation Project (SVTP) 
Purpose of the project: To contribute to poverty reduction through increased value addition and provision of infrastructure for increased agricultural productivity and climate adaptation. 

 
RESULTS CHAIN 

PERFORMANCE INDICATORS  Means of Verification RISKS /MITIGATION 
MEASURES 

Indicator (including CSI) Baseline Target 
I
M
P
A
C
T 

Improving national food security and 
reduced poverty 

- National Poverty Rate 
 
- Reduction in food insecure population 

63% in Southern Region of 
Malawi (2017) 
6.7 million 

60% in Southern Region of 
Malawi (2023) 
5.8 million 

MoF Annual Report/ 
Integrated Household 
Survey/ FAO 

1. Change in Government 
strategies and policies 

- Government is committed 
to prioritize SVTP  

O
U
T
C
O
M
E
S 

1. Crop productivity increased (MT) Annual tonnage per hectare of cotton, soya beans, pigeon 
peas, maize and dry beans from new schemes improved due 
to climate resilience 
 
 

Cotton (0.5); Soya beans 
(0.8); P/peas (0.2); maize (1); 
Dry beans (1)  

Cotton (5 ); Soya beans (4 ); 
P/peas (2.5); maize (5 ); Dry 
beans (2.5) Year 2025 

Agric. Production estimates 
(APES) 
 
 
IHS Reports 

Risk: Poor farmer 
organization 
Mitigation: Farmer 
mobilization 
 
Risk: Fluctuations in Price 
of Sugar: 
Mitigation: Crop 
Diversification 

2. Energy saving (MW) Energy saved due to converting from pumping to gravity 
irrigation 

Zero 15 MW/year (Year 2025) 

3. Increased  Household Income (USD) Annual average income Income (177) Income (1,224) Year 2025 

O
U
T
P
U
T
S 

Component 1: Irrigation Service and Infrastructure Provision:  
1. Infrastructure Development for Phase 
I of 22,280 ha. (Partially ADB resources) 
 
2. Support to Effective and Sustainable 
Irrigation Management, Operation and 
Maintenance 

x Area provided with new/improved irrigation and drainage 
services 
 

x No. of GoM staff trained 
x Members of community trained on scheme management 
x SCADA system installed 

Zero 
 
 
Zero 
Zero 
Zero 

x 22,280  
 
 
x 50 (min 40% female) 
x 1000 (min 40% female) 
x 1 

Annual Progress Reports 
 
Quarterly Progress Reports 
 
Integrated Household 
Survey/ FAO 

Risk 1. Uneven 
implementation of Ag. & 
Irr. Strategies 

Mitigation: Use 
independent professionally 
recruited PMT 

Risk 2. Monolithic state-
driven development 

Mitigation: Use sequencing 
and adaptability within a 
comprehensive approach 
towards both infrastructure 
and agriculture 
development 

Risk 3. Commercial risk to 
private operator of the 
scheme 

Mitigation: Having Illovo 
as the anchor off-taker, as 
well as contractual 
arrangements discussed 

Component 2: Land Tenure and Natural Resources Management Support 
1. Development of Traditional Land 
Management Areas 
 
2. Establish Smallholder Owned 
Commercial Farm Enterprises 
 
3. Enhanced biodiversity protection 

x Development of Traditional Land Management Areas 

x Number of Smallholder Owned Commercial Farm 
Enterprises established with formal land tenure 

x Areas brought under enhanced biodiversity protection (ha) 

Zero 

Zero 

Zero 

5 

10 

273,637 ha 

Component 3: Agriculture development  and Commercialization  
1. Provide financial support to farmers x Number of Smallholder Owned Commercial Farm 

Enterprises (SOCFE) with financing plans approved 
x Number of SOCFE provided with start-up kits (seeds, 

fertilizer, soils and water management skills)  
x Number of women, men, youth getting access to credit 

Zero 

Zero 

Zero 

10 

10 

62,000 (min 40% Female) 
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2. Support to Department of Agriculture 
Extension  

x Number of extension workers trained on modern crop 
production technologies including seed inspection and 
quality controls 

x Number of farmers using recommended fertilizer blends and 
Adoption of improved seeds 

Zero 
 
 
Zero 

20 (min 40% Female) 
 
 
56,000 

upfront and agreed with 
future irrigators 

Risk 4. Coordination & 
consultation challenges 

Mitigation: The project uses 
consultative approach with 
a communication strategy in 
place. 

Risk 5. Limited 
implementation capacity 

Mitigation: Project includes 
a strong focus on 
contractual approaches for 
scheme delivery and 
management with private 
participation 

3. Market linkages promoted.  x Percentage of out grower contracts executed  
x No of private sectors/value addition entities networked 
x No. of  farm investment and business plan 

Zero 
Zero 
Zero 

90% 
12 
12 

4. land development x Mechanized land preparation (ha) Zero 22,800 
5. Training of farmers x No. of SCOFE trained on Good Agricultural Practices  Zero 10 

7. Improved seeds production system 
(TAAT resources) 

x Number of foundation seed unit 
Established 

x Number of Seed certification and quality control systems 
established 

x Number of staff trained on seed health testing 
x Number of companies trained on proper Seed handling and 

marketing 

Zero 
 
Zero 
 
Zero 
Zero 

1 
 
1 
 
6 (3 women) 
28 

Component 4: Project Management and Coordination 
1. Establish Project Management Team 
2. Work plan and operations are 
implemented 
3. Establish M&E system 

x PMT recruited 
x Development and implementation of the site specific 

ESMPs 
x Annual Audit 
x M & E system 
x No. of technical and progress reports prepared annually 

x Zero 
x Zero 

 
x Zero 
x Zero 
x Zero 

x 1 
x 1 
 
x 6 
x 1 
x 4 

K
E
Y 
A
C
T
I
V
I
T
I
E
S 

Components 
 
A: Irrigation Service Provision 

Sub-comp 1: Infrastructure Development for Phase I of 22,280 ha 

Sub-comp 2: Support to Effective and Sustainable Irrigation Management, Operation and Maintenance 

B: Preparing land-based investments and natural resources management support 

C: Agriculture Development and Commercialization 

D: Project Management, Coordination and Safeguards 

INPUTS (Million UA) 
 
A. 95.96 (24.50 AfDB) 
 
B. 9.10 (0.0 AfDB) 
 
C. 34.45 (0.7 TAAT) 
 
D: 16.69 (0.0 AfDB) 

Sources of financing (Million UA)  
 

ADB: UA 24.50 Million (USD 34.23million) 
 ADF UA 20.0 Million (USD 27.76 million) 
 NTF UA 4.5 Million (USD 6.47 million) 
 

TAAT: UA 0.7 Million (USD 1.00 million) 
OFID: UA 10.43 Million (USD 15.00 million) 
WB: UA 111.26 Million (USD 160 million) 
GEF  UA 3.89 Million (USD 5.59 million) 
 

GOM: UA 5.15 Million (USD 7.4 million) 
 

Total: UA 155.93 Million (USD 224.22 million)  
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Project Implementation Schedule 
 

Activity Description 
2018 2019 2020 2021 2022 20223 2024 2025 

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

1. Appraisal Mission                                 

2. Loan Negotiation                                 

3. Board Approval                                 

4. Advance Procurement of Urgent Contract                                 

5. Signature                                 

6. Fulfillment of Conditions for Effectiveness                                 

7. Project Launch /Start Off                                 

7. Construction of Main Canal                                 

8. Construction of Seed Laboratory                                 

9. Construction of Officers                                 

10. Solar Power System (laboratory)                                 

11. Supervision                                 

17. Bank PCR                                 

18. Audit                                 
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REPORT AND RECOMMENDATION OF THE MANAGEMENT TO THE BOARDS 
OF DIRECTORS ON A PROPOSED LOAN TO MALAWI FOR THE SHIRE VALLEY 
TRANSFORMATION PROJECT (SVTP) 
 
Management hereby submits the following Report and Recommendation for approval of: i) the 
proposed ADF Loan of UA 20 million and NTF Loan of UA 4.5 million; ii) administration of 
the OFID financing of USD 15 million of the Project; and iii) the application of the procurement 
policy, rules and guidelines of World Bank, in accordance with the provisions of section 10.3 of 
the Procurement Policy for Bank Group funded operations 2015. 

I – STRATEGIC THRUST AND RATIONALE 

1.1. Project linkages with country strategy and objectives 

1.1.1 Malawi is ranked 170 out of 188 countries on the United Nations Human Development 
Index (UNDP, 2017).  As one of Southern Africa’s most densely populated countries, with a 
population growth rate of about 2.8 percent per annum, Malawi’s young and growing population 
of 17.6 million (estimated 2016) is expected to reach 22.8 million by 2025, living on a 
landlocked area of 118,484 square kilometers.  Gross National Income (GNI) per capita was 
estimated at US$291 in 2016 and Malawi’s real per capita Gross Domestic Product (GDP) has 
grown at an average of little more than 2.5 percent between 2005 and 2016.  Absolute poverty 
levels are not declining significantly and still above 50 percent, and in particular the rural 
population saw a decline in per capita consumption in the last decade. 

1.1.2 The agricultural sectoral goal in both Malawi CSP 2013-2017 and CSP 2018-2023 (under 
preparation) is to contribute to sustainable economic growth and development by enhancing 
irrigated agricultural production and value addition for food security and building resilience to 
climate change.  Under CSP 2018-2023, in order to broaden economic development, Pillar 2 
proposes: “Investing in agriculture transformation by strengthening value chains and 
developing water infrastructure”.  Under this Pillar, two projects are targeted for financing under 
the Bank’s CSP namely: (i) the Agriculture Infrastructure and Youth in Agri-Business Project 
(AIYAP); and (ii) the Shire Valley Transformation Program-1 (SVTP-1).  In response to the 
drought induced food crisis and macro-economic shocks, the Bank - through the two projects - 
will provide support to the agriculture sector to ease the pressures, as longer-term efforts to 
expand irrigation and build resilience are stepped up. 

1.1.3 The project is guided by the Malawi Growth and Development Strategy (MGDS III) 
which aims at building a productive, competitive and resilient nation and has put agriculture, 
water development and climate change as one of the key priority areas; National Agriculture 
Policy (NAP) of Malawi which focuses on eight policy priority areas; i) Sustainable Agriculture 
Production and Productivity; ii) Sustainable Irrigation Development; iii) Mechanization of 
Agriculture; iv) Agricultural Market Development, Agro processing and Value Addition; v) 
Food and Nutrition Security; vi Agriculture Risk Management vii) Empowerment of Youth, 
Women and Vulnerable Groups in Agriculture; and viii) Institutional Development, 
Coordination and Capacity Strengthening.  The NAP aims at achieving farmer-led agricultural 
transformation and commercialization that entails treating farming as a business.  SVTP focuses 
primarily on six out of the eight priority areas of NAP resulting in commercialization of 
smallholder farming within the Shire Valley.  The project is also responding to the National 
Irrigation Policy (NIP) 2016 and the National Irrigation Master Plan and Investment framework 
(2015-2035), which seeks to support efforts to transform farmer organizations from subsistence 
to commercial farming by focusing on sustainable irrigation development, irrigation 
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management and capacity building. Regarding the National Export Strategy (NES), the project 
provides a prioritized roadmap for developing productivity to allow for both competitiveness 
and economic empowerment. 

1.1.4 This project phase is the first of three sequential but partially overlapping phases (with 
different financiers entering at different times and in parallel/co-financing  arrangements) under 
the Shire Valley Transformational Program (SVTP) led by the World Bank at a total estimated 
cost of USD 563 million.  In general terms, SVTP-I (the subject project) initiates the process on 
all pillars with a major focus on irrigation service provision, land tenure, farmer organization 
and natural resource management as these precede any downstream development.  SVTP-II 
shifts investment focus to agricultural investment, private sector and value chain support.  
Finally, SVTP-III is the massive scale up phase of investments to the SVTP-II area. 

1.2. Rationale for Bank’s involvement 

1.2.1 The Bank’s intervention through SVTP is consistent with the principles of key regional 
and national initiatives as well as Bank Group policies and strategies. These include the CAADP 
Compact; Bank’s Ten Year Strategy (2013-22) particularly in its operational focus areas (private 
sector development) and areas of special emphasis (agriculture and food security); the Bank’s 
Feed Africa Strategy (2016-2025) and its flagship programs such as TAAT (where it promotes 
four of the 18 identified priority commodity value chains); Jobs for Youth in Africa (2016-2025); 
the Bank’s Gender Strategy (2014-18) for economic empowerment, knowledge and capacity 
building for women. 

1.2.2 The major challenges to agricultural productivity in Malawi include: (i) adverse weather 
conditions, (ii) poor and unimproved crop varieties, (iii) poor crop management practices, (iv) 
insects, pests and diseases, (v) technology barriers, (vi) environmental externalities and 
technology adoption, (vii) increasing population pressure on land, (viii) poor and declining soil 
fertility, and (ix) institutional challenges.  This project addresses all of these risks and the key 
Bank strategies and policies in the areas of moving agriculture from development to 
commercialization and business ownership, crop diversification, income enhancement, energy 
saving as well as more participation of rural dwellers in economic activities.  In addition, the 
proposed project is in consonance with three out of the Bank’s ‘High 5’ by addressing “Feed 
Africa”, “Light Africa”, and “Improved the quality of lives of people of Africa”.   

1.2.2 The project, by diversifying into other crops (other than Sugarcane), apart from 
addressing ‘Feed Africa and Improved Livelihood’ is also aimed at achieving sustainable income 
for the beneficiaries in particular and the country at large.  Moreover, SVTP-I will provide the 
necessary infrastructure and enabling environment to scale up the deployment of agricultural 
technologies under SVTP-II in line with the Technologies for African Agricultural 
Transformation (TAAT) framework Priority Implementation Area number 4 to increase 
agricultural productivity.  SVTP-I focuses on three key elements of TAAT namely; development 
of seed systems, farmer extension on Good Agricultural Practices and market access. 
 
1.2.3 The Bank has been active in Malawi agriculture sector for many years.  The Bank 
financed various knowledge generation and production operations in Malawi among which are: 
Smallholder Irrigation Development Study (1998), Smallholders Irrigation Project (1998), 
Horticulture and Food Crops Development Project (1998), Smallholder Outgrower Sugarcane 
Development Project (1999), Lake Malawi Artisanal Fisheries Development Project (2002), 
Smallholder Crop Production and Marketing Project (2006), Agricultural Infrastructure Support 
Project (2009), Smallholder Irrigation and Value Additions Project (2014) and Competitiveness 
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and  Job Creation Project for Private Sector (2016).  The Bank also financed the project 
feasibility study through the African Water Facility (AWF).  Details of other Bank financed 
project in the sector have been summarized in Appendix II. 

1.3. Donors Coordination 

Table: 1.1 Donor Support to Agriculture 

  
Sector or subsector* 

Size   

  GDP Exports Labor Force   

  Agriculture 28 90 80   

  Players - Public Annual Expenditure (average)**   

  Government Donors 
ADB 
WB 

8% 
28%   

UA m [UA 83 m] [UA 117 m] DFID 10%   
% 41 59 EU 11%   

    USAID  16%   
   Irish Aid    3%  
   WFP   2%  
   GIZ 2%  
   UN Women 1%  
   FAO 2%  
   IFAD 5%  
   JICA 2%  
   FICA 2%  
   RNE 8%  
  Existence of Thematic Working Groups [Y]   
  Existence of SWAPs or Integrated Sector Approaches [Y]   
  ADB's Involvement in donors coordination*** [M]****   
* as most appropriate ** Years [yy1 to yy2] *** for this sector or sub-sector    
**** L: leader, M: member but not leader, none: no involvement     

 
1.3.1 Comments on Donor Coordination: Donor contribution to the agriculture budget in 
Malawi is significant and was about 59% in the 2016/17 fiscal year according to the 2017 Annual 
Economic Report (Table 1.1).  The Bank is one of the leading development partners in the 
agriculture sector and accounted for about 8% of the overall Development Partners support to 
the agriculture sector in 2015/16 fiscal year.  The Donor Committee on Agriculture and Food 
Security (DCAFS), whose current chair is World Bank has been coordinating activities in the 
sector and played an important role in the formulation of the recent National Agriculture Policy 
(NAP), National Irrigation Policy (NIP) National Agriculture Investment Plan (NAIP) and 
Reforms for the Farm Inputs Subsidies Program (FISP).  All the key donors in the agriculture 
sector in Malawi, including the Bank are members of DCAFS.  Since its establishment in 2007, 
the Malawi Country Office (COMW) has continued to play a pivotal role in donor coordination 
activities, as well as overall agricultural portfolio management.  AfDB currently leads the Donor 
Sub Group on Irrigation and is a member of three Technical Working Groups namely Sustainable 
Land and Water Management, Food Security and Risk Management and commercial Agriculture 
and Market Development. 

II – PROJECT DESCRIPTION 

2.1. Project components: The SVTP is a 14-year program (2018-2031) structured around three 
coordinated pillars: (i) Providing reliable, professionally managed and sustainably financed 
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irrigation service to a large number of irrigators in a phased construction of the Shire Valley 
Irrigation Project scheme and providing multiple services including water supply; (ii) Support 
farmer organization within a comprehensive land use plan; supporting land tenure strengthening 
and consolidation; as well as natural resources management; and (iii) establishment of 
smallholder owned commercial farm enterprises transitioning into commercial agriculture from 
subsistence farming and integrating them into commercial value chains.  The phasing approach 
allows flexibility not only for catalytic investments in infrastructure early on in the program, but 
also for modifications in downstream agricultural development and the second phase of scheme 
development as agricultural and water challenges are progressively managed.  The project under 
consideration (SVTP I) is the first phase of the SVTP Program.  It focuses on irrigation service 
provision to the SVTP-I area, land tenure, farmer organization and natural resource management 
as these precede any downstream development.  In addition, SVTP-I will initiate agricultural 
commercialization, modernization and investment promotion, and prepares for investments 
under SVTP-II. (detailed description of components is provided in Annex C1).  SVTP-I will also 
lead to an annual energy saving of 15 MW due to converting Illovo sugarcane area from pumping 
to gravity irrigation.  The following table provide summary description of the project 
components: 

Nr. Component name Est. cost 
(UA Mill.) 

Component description (Activities financed from AfDB resources 
are underlined) 

1 Irrigation Service 
Provision 
i. Infrastructure 

Development for 
Phase I of 22,280 
ha. 

95.96 (34.93 
AfDB) 

x Intake structure 
x Feeder canal (Partially AfDB) 
x Two main canals (Partially AfDB) 
x 16 secondary canals 
x An emergency spillway and fish barrier 
x Regulators (cross and head) and other hydraulic structures, 

sediment basins, night storage reservoirs, wildlife and other 
crossings and bridges 

x Drainage channels 
x Road network, and 
x Water supply system for Chikwawa Township.  
x Capacity building and training of GoM staff and communities 

 

ii. Support to Effective 
and Sustainable 
Irrigation 
Management, 
Operation and 
Maintenance 

 x Advice on the financing and ownership of the public and Illovo 
specific assets 

x Special Purpose Vehicle (SPV) 
x Facilitating private financing of the infrastructure assets 
x Assisting the Government in negotiating the Water Purchase 

Agreements (WPA) 
x Transaction advice for the procurement of an incentive-based 

O&M PPP Agreement; and 
x Installation of systems necessary for management of the system 

in the long run (SCADA, asset and financial management 
systems etc.) 

2 Land Tenure and 
natural resources 
management 
support  

9.10 (0.0 
AfDB) 

x Preparing local governance for securing land tenure in the Project 
area 

x Natural Resources Management 

3 Agriculture 
Development  and 
Commercialization 

34.15 (0.7 
AfDB) 

x Farmer group formation and land consolidation 
x Farm and Commercial Value Chain Development 
x Provide financial support to farmers 
x Support to Department of Agriculture Extension 
x Promote private extension services 
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Nr. Component name Est. cost 
(UA Mill.) 

Component description (Activities financed from AfDB resources 
are underlined) 

x Promote market linkages 
x Mechanized land development 
x Support farmers with training of farmers in GAP 
x Increased production of crops 
x Studies for market diagnostics and applied research 
x Establishing foundation seed unit  
x Promoting Seed certification and quality control systems  
x Training of staff trained on seed health testing  
x Building capacity of seed companies on proper Seed handling 

and marketing 
x Improved seed multiplication and wide dissemination to 

farmers  

4 Project Management, 
Coordination and 
Safeguards 

16.69 (0.0 
AfDB) 

x Multiple coordination and management needs of the project 

2.2. Technical solution retained and other alternatives explored 

2.2.1 Technical solutions proposed are: i) inclusion of Illovo State in the Project; ii) 
development of the project in two phases (22,280 ha and 21,090 ha); iii) use lining for the feeder 
canal (Main Canal 1); and iv) use of central pivot sprinkler irrigation systems.  The main project 
infrastructure will be procured using public procurement while the option of PPP was set to be 
investigated for individual schemes management only. 

Table 2.2: project alternative considered and reason for rejection 
Alternative name Brief Description Reasons for Rejection  
Exclusion of Illovo Limiting irrigation water 

to smallholder 
development 

Inclusion of Illovo will have marginal cost implication but will 
entail high cost recovery for the project through the water 
purchase agreement.  Water allocation is the same. 

Project phasing Develop the project in one 
phase 

Very high cost, which cannot be implemented within the 
available limited resources. 

Non-lining of 
Main Canal 1 

Build an earth canal The canal is passing through rocky and sandy soil areas, which 
are highly permeable.  An earth canal will result in high water 
losses. 

PPP Design and construction 
using single PPP 

Malawi lacks well-established cadre of private investors in the 
commercial irrigation market. Given the size and relative 
complexity of the project, the relatively small number of 
irrigation PPPs undertaken globally and the risks associated with 
the project, it was decided to focus efforts on a PPP only for 
scheme operation rather than construction. 

2.3. Project type 

2.3.1 This is a standalone investment operation aimed at increasing agricultural production and 
incomes of households in the Lower Shire Region.  The standalone approach was used because 
systems are not yet in place to enable a sector-wide investment plan. 
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2.4. Project cost and financing arrangements 

2.4.1 Of the total Shire Valley Transformation Project financing of UA 155.93 Million (USD 
224.22 million), the Bank is contributing 16.16% of the total project costs.  The Bank is 
proposing: i) ADF loan of UA 20 million, ii) NTF grant of UA 4.5 million, and iii) UA 0.7 (USD 
1 million) funding through TAAT framework.  The Bank will also administer the OFID funding 
of USD 15 million (UA 10.43 million).  The resources mobilized by the Bank group (UA 35.63 
million or USD 51.23 million) will only finance the works for the construction of the main canal 
1, while other associated costs for the contractor’s charges, mobilization, supervision of works 
and demobilization will be covered by World Bank under one contract based on the project 
implementation agreement to be signed between the two Banks. The World Bank has already 
approved IDA resources amounting to USD 160 million and mobilized USD 5.59 million from 
GEF while Government has committed USD 7.4 million to the project.  World Bank (IDA), GEF 
and Government will finance the cost of the rest of the infrastructures under component 1 and 
the other three components namely (ii) Preparing land-based investments and natural resources 
management support (iii) Agriculture Productivity and Commercialization and (iv) Project 
Management and Coordination.  The Bank’s appraisal mission discussed and agreed with the 
relevant Ministries on the above financing and the proposed conditions stated in section V of 
this document.  Below is the summary of the cost tables for the ADB contribution to the project. 

Table 2.3: Project Cost Estimates by Component (Bank Managed Financing) 

Component  
(USD'000) 

  
(UA '000) 

  
% Foreign 
Exchange 

% Total 
Base 

  Local Foreign Total Local Foreign Total  Costs 
Irrigation Services 
Provision 12,863.69  30,015.27  42,878.96  9,004.58  21,010.69  30,015.27  70.00  97.25  

Ag. Development  & 
Commercialization 765.90  87.11  853.01  532.61  60.58 593.18 90.00  0.29  

Base Cost 13,629.59  30,102.38  43.731.97  9,537.19 21,071.27 30,608.46 68.84 100.00  

Phy. Contingencies 1,360.96 3,010.13 4,373.20 920.14  2,045.18  2,965.31  68.97  10.00  

Price Contingencies 1,156.88  1,970.06  3,130.33  810.56  1,245.67  2,056.23  60.55  7.00  

Totals 16,152.43 35,083.08 51,235.51 11,268.19 24,362.33 35,630.52 68.37 116.41 
Note: Exchange rates are provided in the introduction of this report (page (i)) 

Table 2.4: Sources of Financing (Bank Managed Financing) 
  UA Million %Total 
  Source of Financing Foreign  Local  Total   

1 ADF Loan 14.00 6.00 20.00 56 
2 NTF 3.15 1.35 4.50 13 
3 OFID 7.14 3.29 10.43 29 
4 TAAT 0.07 0.63 0.70 2 

  Total 24.36 11.78 35.63 100 
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Table 2.5: Project cost by category of expenditure (Bank Managed Financing) 

  

(USD'000) (UA '000) % 
Foreign 

% Total 
Base Local Foreign Total Local Foreign Total 

A. Civil Works 13,534 29,728 43,262 9,398 20,645 30,043 70 98.15 
B. Goods 34 79 112 23 55 78 70 0.25 
C. Consultancy Services 79 185 265 55 129 184 69 0.60 

Base Cost  13,630 30,102 43,732 9,537 21,071 30,608 69 100 
Physical Contingencies 1,363 3,010 4,373 920 2,045 2,966 69 9.69 
Price Contingencies 1,160 1,970 3,130 811 1,246 2,056 61 6.72 

Totals  16,152.43 35,083.08 51,235.51 11,268.19 24,362.33 35,630.52 68 116.41 
 
Table 2.6: Expenditure schedule by component (Bank Managed Financing) 
  UA’000 
 Component 2019 2020 2021 2022 2023 2024 2025 Total 
Irrigation services provision 13,281 16,674 - - - - - 29,955 
Ag. Productivity & Commercialization 491 95 41 20     646 
Base Cost 13,772 16,769 41 20   - 30,601 
Physical Contingencies 1,308 1,593 4 2   - 2,907 
Price Contingencies 950 1,166 3 1   - 2,121 

 Totals 16,030 19,529 48 23   - 35,630 

2.5. Project target area and population 

2.5.1 The Shire Valley is situated in the southern part of Malawi and is characterized by a 
generally low elevation where the relief profile ranges from 60 m to 150 m above sea level.  
Temperatures in summer months range from 28°C to 35°C and in winter from 20°C to 35°C.  
The hottest period is in October - November when temperatures can reach 40°C.  The average 
rainfall is 652mm, with the rainy season falling from November to March.  However, droughts 
and floods are increasing in frequency and intensity in this part of the country and pose a 
persistent threat of food insecurity.  The Shire River is a relatively reliable source of water for 
economic activities such as agriculture and energy production.  However, flows are severely 
impacted by high levels of siltation resulting from poor agriculture practices and deforestation 
in the river catchment.  The SVTP program will help reduce siltation through the sustainable 
land management, which include watershed management and irrigation development in 
agricultural land.  The agronomic potential is enormous with generally fertile soils, good 
temperatures, phytosanitary conditions, etc., as demonstrated by the very high sugar yields 
obtained in the area under irrigation.  Different agricultural practices take place in the Lower 
Shire Valley where the least as well as most productive agriculture systems in Malawi co-exist. 
The challenge for government is to unlock the development potential of this area. 

2.5.2 The Shire Valley Transformation Project (SVTP) would be developed in the south of 
Malawi on the right (i.e. west) bank of the Shire River.  The population in the project area is 
estimated at 270,000 (62,790 households).  This area contains the highest incidence (above 80 
percent) of extreme poverty in Malawi (Integrated Household Survey, 2013).  The Shire Valley 
is largely occupied by smallholder farmers who engage in the production of both crops and 
livestock under rainfed production systems.  Most farmers depend heavily on natural resources 
– in particular woodlands, forests and the Shire River, for supplying fuelwood (which supplies 
nearly 90 percent of national domestic energy needs), generating cash income (e.g. from 
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charcoal) and for supplying protein (e.g. from fisheries).  These same resources also help protect 
watersheds, sustain biodiversity and reduce greenhouse gas emissions through carbon storage.  
Degradation of these resources leaves farmers and local communities less resilience to both 
social and environmental shocks. 

2.6. Participatory process for project identification, design and implementation 

2.6.1 Since the initial scoping for the project in 2011, Government, World Bank, African 
Development Bank, FAO and IFC have methodically supported a careful preparation process.  
This started in the 2011 with a joint identification mission, a prefeasibility level analysis of 
options for scheme management and PPPs and a political economy analysis on the drivers for 
success and the challenges for this ambitious program.  This resulted in 2012 in the endorsement 
of principles of engagement by Government and the Banks.  These key principles have guided 
project preparation and include: (i) meaningful engagement of future irrigators, both smallholder 
and commercial; (ii) careful approach to land tenure, and an inclusive approach to land 
consolidation that supports smallholders; (iii) Establish inclusive market-linked smallholder 
farming ventures; (iv) Focus on commercial production, support private investment; (v) 
Professional scheme management (through PPP) and cost recovery for management, operation 
and maintenance; and (vi) Support to irrigation within a natural resources agenda, including 
sustainable water allocation at Kapichira Falls.  This enabled a revisit of previous technical 
studies along these lines.  In 2013, the prefeasibility study was updated and it recommended a 
series of interlinked studies to comprehensively assess the feasibility of the scheme.  In addition, 
a series of water availability studies were carried out to confirm sustainable resource allocation 
at Kapichira. 

2.6.2 The studies addressed: (i) gender and youth strategy; (ii) communications strategy and 
GRM; (iii) implementation support to the stakeholder consultation process; (iv) development of 
the project baseline; (v) land consolidation strategy; (vi) land tenure diagnostic; (vii) resettlement 
policy framework development; (viii) institutional recommendations for project organization;  
(ix) capacity development plan and technical feasibility study. 

2.6.3 The stakeholders were consulted in several ways including: 

i. Key Informant Interviews that included all the Traditional Authorities, Group Village 
Heads in both phases of the SVTP, Village Heads, District Council staff and others 
whenever necessary. 

ii. Consultation of stakeholders at the district level and below through individual and 
group meetings with members of the District Council and staff. 

iii. Dissemination of information and consultation of stakeholders through the SVTP 
Information Office staffed by a Communication Officer located in Chikwawa Boma. 

iv. Focus Group Discussions were held separately with adult and young men and women. 

2.6.4 The GoM through the Project Management Team (PMT) will manage the project 
irrigation services in consultation with a consultative committee or a sub-committee, comprising 
affected traditional authorities as well as future irrigators (including Illovo) to ensure quality 
output.  The PMT will recruit a service provider on land tenure and crop development, which 
will communicate with local stakeholders on local land governance, farmer identification, group 
formation and grievances related to land tenure resulting into land consolidation, registration of 
customary estates and the formation of cooperatives.  On crop, development, the service provider 
will work with communities in explaining the project proposition, identifying farmer groups, 
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help define pathways and support business planning, broker linkages, support agribusiness 
partnerships at cooperative or individual levels (depending on the pathway). 

2.7. Bank Group experience, lessons reflected in project design 

2.7.1 The Bank has been supporting the Government of Malawi in the agriculture sector since 
its establishment through a number of projects and studies.  Some of the projects whose lessons 
have informed the design of the Shire Valley Transformation Project include (i) Rural Income 
Enhancement Project (RIEP), (ii) Horticulture and Food Crops Development Project (HFCDP), 
(iii) Smallholder Irrigation Project (SIP), (iv)Macadamia Smallholder Development Project 
(MSDP), (v) Smallholder Out grower Sugar Cane Development Project (SOSPP), (vi) the 
Smallholder Crop Production and Marketing Project (SCPMP), (vii) Agriculture Infrastructure 
Support Project (AISP), (viii) Climate Adaptation for Rural Livelihood and Agriculture  
(CARLA) project and (ix) Smallholders Irrigation and Value Additions Project (SIVAP).  

2.7.2 Lessons have been drawn from the aforementioned Bank’s financed projects which 
include the need to address the land and other social conflicts issues prior to project approval (as 
learnt from the delays caused by land disputes during implementation of AISP & SOSPP); the 
need to prepare designs, drawings and tender documents prior to implementation phase as learnt 
from the delays in implementing SCPMP & AISP; and the need for greater Government 
oversight in addition to engaging Project Implementation Unit staff, consultants, contractors to 
ensure critical portfolio issues are timely resolved to maximize the impact of Bank interventions, 
which is common to all projects.  The need for a full time Project Implementation/Coordination 
Unit was noted from AISP & ShIP, which were originally left to be managed using existing 
Government structures.  The need to come up with better farming models to transform 
smallholder farmers’ subsistent farming to commercial agriculture (positive lesson from SOSPP 
and negative lessons from previously Bank financed small scale irrigation projects).  In addition, 
the Mid-Term review of the CSP 2013-17 also identified some challenges to the agricultural 
portfolio, which included weak financial management capacity, weak project implementation 
capacity and slow procurement, which have also been considered in the design of SVTP-1. 

2.7.3 The design of this project was informed by detailed studies, which included the study on 
community, participation, communication, land tenure and Resettlement Policy Framework 
(RPF).  This study involved extensive consultations and agreements with all the key stakeholders 
in the project area on land issues and other potential social economic challenges anticipated on 
the project.  This study was complimented by the ESIA and PMP which identified mitigation 
measures on environmental and social challenges identified on the project.  Another study was 
on agricultural development planning strategy which addressed the issues of farming models and 
cropping patterns conducive to transformation of the smallholder farmers from subsistent to 
commercial farming.  A PPP option study was also engaged to find a more effective way of 
managing large-scale infrastructure through PPP arrangements.  The study on technical 
feasibility studies addressed the issue of advance preparation of the project designs, drawings 
and tender documents to ensure that the project commences soon after the Board approval.  Other 
studies such as Dam Safety Panel and hydraulic modelling also provided more safeguards to the 
operation of the irrigation system.  To address the capacity challenges on procurement, financial 
management and implementation, SVTP will maintain the current Project Management Team 
and recruit additional expertise to strengthen its capacity in supervising the various service 
providers to be recruited under the project. 
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2.8. Key performance indicators  

2.8.1 The Project’s key performance indicators to be measured throughout the project life are 
presented in the Results Based Logical Framework.  Regular implementation progress will be 
measured through bi-annual Bank supervision missions. Quarterly Progress Reports, and annual 
technical and financial audits.  The PMT will collect and analyze project data to monitor 
performance. 

2.8.2 The main indicators defined for monitoring the project’s impact, including the Bank’s 
Core Sector Indicators, were developed with the GoM and validated during project preparation.  
Gender segregated indicators will be regularly presented to decision and policy makers to guide 
project mid-term review and to facilitate project management after completion.  Project’s 
indicators include, among others: areas of new irrigation schemes that put under sustainable 
production, economic management of the irrigation infrastructure, functioning schemes 
management, number of commercially operated farms with formal land tenure, number of 
women, men and youth getting access to credit, area brought under enhanced biodiversity 
protection, percentage of outgrower contracts executed, number of private sector/value addition 
entities networked, number of foundation seed unit established and number of companies trained 
on proper seed handling and marketing. 

III – PROJECT FEASIBILITY 

3.1. Economic and financial performance 

3.1.1 Financial Analysis: The financial analysis has been carried out at the farm household 
level as well as the entire project level. This has been done by comparing the benefits accruing 
to the individual beneficiaries, and aggregated for the project as a whole on with and without 
project basis. Gross margin analyses have been carried out for major crops selected to be 
produced during the phase 1 of the Shire Valley Transformation Project targeting 21,000 ha. The 
analysis takes into account the participation of the smallholder farmers in sugar cane production 
for the planned areas and non- sugar cane crops to be introduced in the target area. The analysis 
is based on the assumption that each household will be allocated 1.06 ha of land and the area 
will be planted to crops both during the rainy season and dry season.  The analysis shows that 
an average net income (gross margin) per farming household participating in the project will 
increase from USD 176.76/yr under the existing situation (without project) to USD 1,224.25/yr 
with the project situation.  In addition to the benefits realized from the increase of income from 
the irrigated crops, benefits arising from increased access to domestic water supply, power 
saving benefits, flood protection and employment were taken into account.  The discounted cash 
flow (DCF) analysis carried out on the net cash-flow gave a Financial Internal Rate of Return 
(FIRR) of 9.33%, and a Financial Net Present Value (NPV) of USD 111 million at an opportunity 
costs of 6%.  The analysis shows that the project is financially viable. 

3.1.2 Sensitivity analysis conducted on the price changes of non-cane crops, sugar cane and 
capital costs.  The results showed that a 10 % decrease in non-cane crops increased the FNPV 
to USD 96 million and FIRR to 8.93%.  Similar changes in sugar cane prices resulted into the 
decrease in FNPV to USD 102 million with FIRR decreasing to 9.08%.  A 10% increase in the 
capital cost reduced the FNPV to USD 96 million & FIRR to 7.2%.  

3.1.3 Economic Analysis: The DCF analysis carried out on the net cash-flow gave an 
Economic Internal Rate of Return (EIRR) of 10.76% and the Economic Net Present Value is 
estimated at USD 132 million at an opportunity cost of 6%.  The economic values for the goods 
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and services were calculated using a standard conversion factor of 0.96 for non-traded goods.  
On the traded goods such as fertilizers, the market prices were corrected by replacing the market 
prices with the computed Import cost (CIF) which takes into account freight costs, Beira CIF, 
transportation and Beira handling costs.  There are traded goods that are exempted from duties 
and others that market prices in Blantyre are already known and include transportation and VAT 
and are imported against the official exchange rate.  The prices for these goods were corrected 
for the VAT (prices multiplied with a factor of 1/1-0.165 and then subsequently corrected for 
the shadow exchange rate by multiplying by a standard conversion price of 0.96.  As items such 
as fuel with an excise duty of 30%, the cost of fuel was corrected by 1/1.30 and then multiplied 
by the standard conversion factor of 0.96, which then gives a Fuel Conversion Factor of 0.74.  
As for the labor and consultancy services cost, conversion factors of 0.5, 0.25 and 1.15 
conversion factors for unskilled labor, skilled labor and consultancy services were used 
respectively.  The results of the analysis confirms that the project is economically feasible. 
 
3.1.4 Sensitivity analysis using economic prices showed that a 10% decrease in non-cane crops 
increased the ENPV to USD 112 million and EIRR to 10.16%. Similar changes in sugar cane 
prices resulted into the decrease in ENPV to USD 122 million with EIRR decreasing to 10.09%.  
A 10% increase in the capital cost reduced the ENPV to USD 119 million & EIRR to 10.09%.  
Refer to Annex B7 on details on sensitivity analysis.  

FIRR, FNPV (base case) 9.33 % : USD 111 million  

EIRR, ENPV (base case) 10.76 % : USD 132 million  

Note: detailed calculations are available in Appendix in the Volume II, Technical Annex  

3.2. Environmental and Social impacts 

3.2.1 Environment: The Project is a large-scale, Category I project with various, multifaceted 
environmental impacts related to the new canal infrastructure, the expansion of irrigated 
croplands, and water abstraction from the Shire River.  Based on this assessment and in 
compliance with the Bank’s Integrated Safeguard System (ISS), a full ESIA (including and 
ESMP and PMP) was prepared for the project.  The ESIA, ESMP, and PMP are well defined to 
comply with the national regulations governing Environmental and Social impact assessment as 
well as the African Development Bank and World Bank relevant safeguard policies.  The ESIA, 
which was approved by the Bank, World Bank and the Government of Malawi, articulates 
measures to maximize the beneficial environmental effects and how to avoid or ameliorate to 
the greatest extent possible adverse effects.  The program proposes a natural resources 
management based approach to complement agricultural intensification.  Intensification in itself 
optimizes resource use and reduces pressure on remaining natural resources in the Shire Valley.  
With (i) the environmental benefits of shifting pump-based irrigation to gravity, (ii) the 
additional environmental enhancement activities planned under the natural resources 
component, along with (iii) the SVTP (Phase II) improvements to water availability and 
environmental services in Lengwe National Park, the project is expected to achieve a net positive 
impact from an environmental standpoint.  A Project Environmental and Social Impact 
Assessment (ESIA), an Environmental and Social Management Plan (ESMP) and a Pest 
Management Plan (PMP) were prepared, consulted upon and disclosed in the country and on the 
Bank’s website on 25 June 2018. 

3.2.2 Climate Change: The project is category 1 concerning its vulnerability to the impacts of 
climate variability and extreme events and requires comprehensive evaluation of climate change 
risks and adaptation measures. Key vulnerabilities include the potential of severe flooding and 
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drought events to directly impact project infrastructure and the livelihood activities of project 
beneficiaries- dependent on the direct exploitation of natural resources and rain-fed farming 
systems. However, the core purpose of the project is to enhance resilience of farming systems 
through the provision of a more reliable water supply; delivered through a more efficient 
irrigation technology.  In addition, diversification of the crop mix and introduction of cash crops 
will further enhance farmers’ incomes and ability to recover from severe flood and drought 
events in the medium to long term. Activities have been integrated into project design to enhance 
catchment health and resilience, and include capacity building of farmer’s cooperatives to 
improve soil and water management practices, control deforestation, agroforestry, precision 
agriculture and diversification of the crop mix.  Measures will be put in place for adequate 
maintenance and repair of irrigation infrastructure.  The project aligns with Malawi’s Nationally 
Determined Contribution that promotes irrigated agriculture as an adaptation strategy in 
response to heavy reliance on rain fed agriculture.  The project would also save 15 MW 
representing about 5% of the national installed capacity (330 MW) by converting Illovo Scheme 
to gravity irrigation instead of pumping from the Shire River. 

3.2.3 Gender Mainstreaming: Based on Gender Markers, the project is a category 3.  In terms of 
gender, the country ranks 145th on the Gender Inequality Index (GEI), with a value of 0.615, 
reflecting high levels of gender inequalities in reproductive health, empowerment and economic 
activity (UN Human Development Index 2016).  The African Development Bank has ranked 
Malawi at 72.8% on the gender equality index, which is amongst the top five countries in Africa 
that are doing best on gender equality.  Gender equality is guaranteed by the Constitution and 
the country has enacted several laws to ensure gender equality.  These include the Marriage, 
Divorce and Family Relations (2015), Gender Equality Act (2012), Deceased Estates Wills, 
Inheritance and Protection Act (2011).  The National Gender Policy (2013) is also in place.  This 
notwithstanding gender inequality challenges exist in the agriculture sector.  The gender 
implications mainly hinge around women’s control over the land and its uses and decisions 
concerning what crops to grow.  Women generally have limited control over money generated 
from sales of agriculture produce.  Moreover, men, more often than not, have the overall say on 
the selection of crop types to be produced, which eventually impacts household food security. 

3.2.4 The project will focus on the participation of women and female-headed households 
(about 40/60 percent of total targeted beneficiaries according to the GOM policy) and youth; but 
the project will endeavor to include as many women as possible.  The Gender and Youth Strategy 
has been developed to ensure maximum benefits for women and youth.  The strategy recognize 
that (i) literacy and education rates of women are considerably lower than those of men, 
especially of the population above 35 years of age; (ii) access to and control over land and 
revenues from production is dominated by adult males over 35, also in matrilineal societies; (iii) 
women are less empowered to attain their rights in society; (iv) while access to finance is 
problematic for all poor, this is worse for female-headed households (only 4.2 percent of the 
household respondents obtained a loan in the last year, 3.6 percent of the female headed and 7.1 
percent of the male headed households); and (v) participation of women and youths in 
institutions which govern the water sector is often limited because few women formally own 
land and their literacy levels are low.  For these reason the project will make a deliberate effort 
to ensure adequate participation of women in project implementation and will encourage 
committees and farmer-based groups to include a larger quota for women in management, 
training, community representation and decision-making, and other income generating activities.  
Women, will participate in farm related income generating activities and contribute 
meaningfully to the socio-economic development of their communities.  The gender 
perspectives have been integrated into project formulation in line with the Malawian Gender 
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Equality Act, 2012 and the National Youth Policy, 2013, and also takes due cognizance of the 
Bank’s Gender Policy. 

3.2.5  Involuntary resettlement: The project triggers operational safeguard 2 of the Bank’s ISS 
that guides implementation of involuntary resettlement land acquisition, population 
displacement and compensation on Bank financed projects.  Therefore a full Resettlement 
Action Plan (RAP) is prepared to specify the procedures to be followed and the actions to be 
taken to compensate affected people and communities at the same time make provisions for the 
opportunity the project offers to improve the socio-economic conditions of the affected 
population.  The preparation of the RAP involved open, inclusive and extensive consultation 
with a wide range of stakeholders at the nationals, district and village level with special sessions 
held directly with project affected people. 

3.2.6 Deliberate actions were taken to ensure consultation with, and participation by, both 
women and men and individuals that were considered to be vulnerable.  Particular attention was 
paid to the location and scheduling of consultation activities to ensure that people of all ages and 
social groupings can attend and participate with confidence and ease.  The Project design has 
built-in mechanisms for continued participation of beneficiaries and other stakeholders in the 
project activities.  The RAP has been prepared and in accordance with the Bank’s ESAPs, the 
RAP summary has been posted for consultation on the Bank’s web site on the 25th of June 2018. 

IV – IMPLEMENTATION 

4.1. Implementation arrangements 

4.1.1 The project will have a Project Management Team (PMT) that will be built around the 
existing Project Technical team which coordinated the studies and designs, with more staff 
competitively recruited from the market and serve the project on full time basis.  The PMT will 
constitute the Project Coordinator, Procurement Specialist, Project Financial Management 
Specialist, Monitoring & Evaluation Expert and three Technical Experts, Community 
Development Specialist,  Irrigation Engineering and others.  The PMT will be supported by an 
engineering consulting firm to supervise the works including the implementation of the ESMP.  
The PMT will manage the project on a day to day basis and ensure that project resources are 
properly accounted for and that all project targets are timely delivered.  The PMT will directly 
report to the Principal Secretary (PS), Ministry of Agriculture Irrigation and Water Development 
(MoAIWD).  The PMT will liaise with AGRA for the implementation of the seed systems 
improvement activities that the TAAT grant will support under the project.  This will be 
facilitated through a compact arrangement to be developed under the TAAT Framework.  A 
Steering Committee comprising the Principal Secretaries from MoAIWD; Industry and Trade, 
Land Housing and Urban Development; Gender, Disability and Children; Natural Resources, 
Energy and Mining (MoNREM); Local Government and Rural Development (MLGRD); 
Transport and Public Works (MTPW); Tourism and Culture; Malawi Investment and Trade 
Center (MITC), Electricity Generation Company Limited (EGENCO); the Public Private 
Partnership (PPP) Commission; the Shire River Basin Agency/National Water Resources 
Authority and others .  The PSC will work through a Project Technical Committee to provide 
programmatic and strategic guidance, direction and oversight to the program. 

4.1.2 At Community level, the project envisage to facilitate the establishment of farmer 
organizations in the form of associations/trusts/companies/cooperatives, manage on average 500 
ha blocks.  This model already exits and has been used successfully in managing similar 
operations in the Shire Valley area.  These farmer institutions will be supported by service 
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providers on the management of on farm activities in the initial years of the project.  The 
approach will be based on successes in Malawi and in other countries in developing value chains 
based on promoting coordination among private stakeholders and on delivering well-targeted 
services to help farmers comply with markets’ requirements.  The irrigation infrastructure will 
be managed by a professional service provider under a management service contract with the 
Government.  The financial sustainability of this approach is maintained by including Illovo in 
the project, which will sign a water purchase agreement with the system operator.  All irrigation 
blocks under the project will sign similar water purchase agreements, which should reflect the 
fair cost of the system operation and maintenance. The development of the water purchase 
agreements are supported by the International Finance Corporation. 

4.1.3 Financial Management (FM): MOAIWD has prior experience in implementing projects 
financed by various development partners and currently manages two projects funded by the 
Bank.  The Bank-funded projects are partially mainstreamed within the Government system with 
the financial management function performed by Consultants working together with 
Government Accountants.  The frequent rotation of Government Accountants has hampered the 
reinforcement of capacity within the Ministry thus necessitating the retention of Consultants to 
support the project implementation units.  The existing and preceding projects have had a 
number of financial management challenges related to the poor quality of quarterly reporting, 
delays in the preparation of annual financial statements, non-compliance with the Bank’s audit 
submission deadlines, late submission of expenditure justification documents and inadequate 
controls at the decentralized level. 

4.1.4 In order to  the identified FM risks based on prior experience, the project will recruit a 
Financial Management Specialist and an Assistant Financial Management Specialist on a 
contractual basis to work together with the two Accountants designated by the MoAIWD . The 
Financial Management Specialist will have primary responsibility for the FM aspects and report 
to the Project Coordinator..  The project’s FM will be centrally managed within the Program 
Management Team (PMT) in MoAIWD.  The PMT would coordinate all project FM-related 
issues.  The overall conclusion of the assessment is that MoAIWD’s capacity to handle all the 
FM aspects of the project, satisfies Bank minimum requirements as laid out in the Bank’s FM 
guidelines subject to the recruitment on a contractual basis of a Financial Management Specialist 
and an Assistant Financial Management Specialist.  The residual FM risk for the project is 
assessed as Moderate. 

4.1.5 The project would make use of the Bank’s various disbursement methods including (i) 
Direct Payment, (ii) Special Account (SA) and (iii) Reimbursement methods in accordance with 
Bank rules and procedures as laid out in the Disbursement handbook as applicable.  The Special 
Account will be used to meet the smaller eligible expenditure items while the direct payment 
method will be used for larger contractual payments eligible under the financing agreement.  The 
Bank will issue a Disbursement Letter and its contents will be discussed and agreed with the 
borrower during negotiations.  Detailed FM and disbursement arrangements are also included in 
the Technical Annex. 

4.1.6 In accordance with the Bank’s financial reporting and audit requirements, the project will 
be required to prepare and submit a quarterly progress report to the Bank not later than forty-
five (45) days after the end of each calendar quarter. The project will prepare and submit annual 
financial statements, audited by the National Audit Office or an independent private audit firm, 
together with the auditor’s opinion and management letter to the Bank not later than six (6) 
months after the end of the financial year. The detailed auditing arrangements are included in 
the Technical Annex. 
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4.1.7 Procurement of Goods, Works, Non-consulting and Consultancy Services: The 
project is jointly co-financed by the AfDB and the World Bank. During the preparation stage, 
the AfDB has agreed that the WB shall act as the Lead Financier (LF) for the implementation of 
the Project.  In this regard, Procurement would be carried out following World Bank’s 
Guidelines as Third Party Procurement Methods and Procedures (TPMPs), using the relevant 
Third Party Standard Solicitation Documents. 

4.1.8 Procurement of Goods, Works and Non Consulting Services under the SVTP will be 
carried out in accordance with the World Bank Guidelines: Procurement of Goods, Works and 
Non Consulting Services under IBRD Loans and IDA Credits & Grants by World Bank 
Borrowers; January 2011, Revised July 2014.  Procurement of Consulting Services will be 
carried out in accordance with the World Bank Guidelines:  Selection and Employment of 
Consultants IBRD Loans and IDA Credits& Grants by World Bank Borrowers, January 2011, 
Revised July 2014. The Procurement Guidelines apply because the Project has a Concept Note 
of before July 1, 2016.  National Competitive Bidding (NCB) will be undertaken in accordance 
with the Malawi Public Procurement and Disposal of Assets Act and its Public Regulations 
which has been reviewed and found satisfactory to the World Bank with a few exceptions.  

4.1.9 The LF will be entitled to follow its own internal policies and procedures in the execution 
of the tasks that have been delegated to it by the co-financier. In particular, eligibility and 
ineligibility requirements (origin of bidders/tenderers, embargo, excluded entities, conflict of 
interest), procurement monitoring of jointly co-financed contracts, procurement plan 
(“Procurement Plan”), open international bidding/tendering and procurement complaints will be 
handled in line with the LF’s policies and procedures; except in the case or with respect to 
matters explicitly stated in this Project Implementation Agreement. The Financiers will agree to 
enter into a Project Implementation Agreement (PIA), which shall set out the terms and 
conditions under which this co-financing will take place with respect to procurement matters. 
Since the Bank finances on a Joint basis with another financier (the World Bank) and the AfDB’s 
Procurement Policy does not apply, a waiver of the AfDB’s Board of Directors authority is 
requested.  

4.1.10 Procurement Risk and Capacity Assessment (PRCA): The assessment of procurement 
risks at the Country, Sector, and Project levels and of procurement capacity at the Executing 
Agency (EA), were undertaken for the project and the output have informed the decisions on the 
procurement regimes (BPS and Third party)   being used for specific transactions or groups of 
similar transactions under the project. The appropriate risks mitigation measures have been 
included in the procurement PRCA action plan proposed in Annex B5, Para. B.5.9. In order to 
expedite the process the Government has requested use of advance procurement for the 
Construction of Water Intake and Secondary canals. It is clearly demonstrated that the advance 
award of contracts for these works will be a vital factor for the rapid implementation of the 
project. 

4.1.11 The Shire Valley Transformation Project Management Team (PMT) within MoAIWD 
will be responsible for the fiduciary aspects of the project. The overall financial management 
risk is considered “Moderate” given that the executing agency has adequate experience in the 
implementation of similar projects funded by development partners. The PMT  managed the 
Africa Water Facility grant funding for the feasibility studies as well as the World Bank’s project 
preparation facility. Given the fiduciary requirements related to the AfDB financing and the 
funding provided by other development partners, the PMT will retain the existing financial 
management arrangements including the Project Financial Management Specialist, with the 
appropriate qualifications and experience, to solely focus on the project-related financial 



 

16 

management tasks. In order to improve project mainstreaming, the FMS will be supported by an 
Accountant and an Accounts Assistant assigned to the project by the MoAIWD. 

4.1.12 Disbursement: The majority of loan proceeds will entirely flow through direct payment 
in accordance with the Bank’s Disbursement Manual, given that the Bank will finance mainly 
major construction works.  To facilitate small value payments under the TAAT grant, the PMT 
will open a USD Special Account and an MWK account at a bank and under terms and conditions 
acceptable to the Bank (into which funds will be advanced).  The key disbursement requirements 
will be enunciated in the Bank’s Disbursement Letter.  A disbursement letter spelling out the 
disbursement arrangements will be discussed during the negotiations. 

4.2. Monitoring  

Timeframe Milestone Monitoring Process/feedback Loop 

October 2017 World Bank Loan Approval World Bank Approval 

October 2018 Loan Negotiations Bank/GoM 

October 2018 Loan Approval ADF Approval/ Bank letter to GoM 

December 2018 Loan Signature GoM 

January 2019 Loan Effectiveness Bank/GoM – Bank letter to GoM 

January 2019 Project Launch Mission Bank/GoM 

March 2019 First Disbursement Bank/GoM: Fulfillment of conditions by GoM 

June 2021 Mid-Term Review Bank/GoM 

December 2024 Project Completion Report GoM/Bank 

4.3. Governance 

4.3.1 GoM has been implementing a number of reforms to enhance governance, transparency 
and accountability.  In MoAIWD, there have been major reforms, which included the farm inputs 
subsidies program, development of a national agriculture investment plan, national agricultural 
policy, national irrigation policy and master plan, Control of Goods Act (Act. No. 15 of 2018) 
and recently enacted land legislation. .  The policies being developed provide an enabling 
environment for implementation of the Shire Valley Transformation program-Phase 1.  The 
SVTP is governed by Project Steering Committee comprised of the Principal Secretaries from 
implementing ministries (MoLHUD, MoNREM, MoITT, MITC, MLGRD and PPP 
Commission).  The PSC is chaired by the PS of Agriculture, Water Development and Irrigation 
and co-chaired by the PS for Planning of the Ministry of Finance, Economic Planning and 
Development (MoFEPD).  The PSC is informed by the Project Technical committee comprising 
the directors from implementing departments.  At district level, there is a District Task consisting 
of key stakeholders in the district including traditional authorities.  All implementing agencies 
have signed a Memorandum of Understanding (MoU) on their respective roles and contributions 
to successful project implementation and the coordinating structures that have started during the 
preparation stage will be strengthened and continue into implementation.  The project will 
employ a multilevel approach to monitoring.  This will ensure that partners take timely corrective 
measures when required and will enable joint accountability for achieving the project objectives.  
The project will use a web-enabled, management information system to manage information and 
report progress.  The database will be available on an open-access basis, to support greater 
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transparency, collaboration and improved project governance.  The outcomes will be presented 
in the different management and consultative bodies of the project.  The Bank will follow up on 
governance through supervision missions, audit reports, AWPBs, progress reports and 
procurement plans. 

4.4. Sustainability  

4.4.1 The economic sustainability of the project investments is demonstrated by the economic 
analysis carried out.  The analysis demonstrates financial viability at farm and household level, 
as well as economic viability of the scheme through its agriculture, energy and flood risk 
management benefits.  The analysis also provides the evidence base to support the choice for 
commercial irrigated production.  While irrigation projects have high upfront capital costs, and 
this one is no exception, the energy benefits due to saving pumping costs are immediate and the 
agriculture benefits are expected to transform agriculture and the regional economy over decades 
to come.  Beyond the expected growth, there is major benefit in averting shocks that trap people 
in poverty. 

4.4.2 The project also addresses a major social focus on poverty reduction, jobs, particularly 
in rural disaster prone areas.  It is expected that the investments provide livelihood opportunities 
for youth and poor in the short term (during construction where focus is on local employment 
where possible), and obviously longer-term livelihoods improvements.  The project has a gender 
and youth strategy, and supports land tenure security, which is key for social sustainability.  
Special care will be taken to avoid elite and male capture of the land and productive assets.  In 
addition, the Government will engage a management company (the Operator) on a PPP 
arrangement to run the irrigation infrastructure.  The Operator will sign a Water Purchase 
Agreement with all the beneficiary schemes (including Illovo) which will cover the 
management, operation and maintenance costs. 

4.5. Risk management 

4.5.1 The following risks were identified: i) risks emanating from uneven implementation of 
agriculture and irrigation strategies and policies; ii) risk of monolithic state-driven development 
without room for private initiative that has been hallmark of previous large-scale irrigation 
developments; iii) risk due to limited capacity to manage a scheme of this size and complexity; 
iv) risk of failure to manage coordination and consultation challenges; and v) commercial risk 
to the private operator of the individual schemes, as well as a sustainability risk in management 
of large scale schemes.  The project risks and mitigation measures are summarized in the 
following table: 

No Risk Level of 
Occurrence 

Mitigation 

1 Uneven implementation of 
agriculture and irrigation 
strategies and policies 

M The Project will use comprehensive implementation approach 
through an independent professionally recruited PMT, which 
maintains up to date monitoring and evaluation system.  

2 Monolithic state-driven 
development 

M The project explicitly includes sequencing and adaptability within a 
comprehensive approach towards both infrastructure and agriculture 
development. It also ties an inevitable top-down approach on 
infrastructure development for main system development with a 
bottom-up flexible approach on farmer organization and 
commercialization at the irrigation block level. 

3 Limited capacity to 
manage a scheme of this 
size and complexity 

L Project includes a strong focus on contractual approaches for scheme 
delivery and management with private participation; with specialized 
technical assistance as well as support to project management. 
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No Risk Level of 
Occurrence 

Mitigation 

4 Failure to manage 
coordination and 
consultation challenges 

M To manage coordination and consultation challenges, the project 
invests in a consultative approach and has a communication strategy 
in place. In general, there is strong commitment to the scheme by all 
stakeholders, and it will be important that grievances be adequately 
addressed in a timely manner. 

5 Commercial risk to the 
private operator & 
sustainability risk in large 
scale schemes 
management 

L This risk will be mitigated by having Illovo as the anchor off-taker, 
as well as by having contractual arrangements discussed upfront and 
agreed with future irrigators. 

4.6. Knowledge building 

4.6.1 The SVTP program is the first of its kind and size in Malawi in particular and in the Bank 
ADF financing in general.  As such, the project provides the Bank with a wealth of knowledge 
for implementing similar operations in other areas of the continent.  The results from the various 
studies and other surveys, including the socio-economic impact study will inform the 
stakeholders on how to put the acquired knowledge into practical use for better results-oriented 
achievements and sustained benefit flows. 

4.6.2 At the project level, the project implementation review, quarterly progress reports, audit, 
sector M&E, ESMP monitoring, etc. as well as other reports will also provide information on 
various aspects of the project for further diagnosis and improvement. The knowledge obtained 
will be shared within the AfDB and with other development partners as well as with RMCs. 

V – LEGAL INSTRUMENTS AND AUTHORITY 

5.1. Legal instrument  

5.1.1 The legal instruments for the Bank Group’s financing will be: (i) ADF loan agreement; 
and (ii) NTF Loan Agreement. 

5.2. Conditions associated with Bank’s intervention 

5.2.1 Conditions for effectiveness 

The ADF Loan Agreement will enter into force upon fulfillment by the Borrower of the 
provisions of Section 12.01 of the General Conditions. The NTF Loan Agreement shall enter 
into force upon its signature by the Borrower and the Bank. 

5.2.2. Conditions Precedent to First Disbursement of the ADF and NTF Loans: The obligation 
of the Bank to make the first disbursement of the Loans shall be conditional upon the entry into 
force of the Loan Agreements and the fulfilment by the Borrower, in form and substance 
satisfactory to the Bank, of the following conditions: 

(a) Submission of the full Resettlement Action Plan (RAP) and a Works and 
Compensation/Resettlement Schedule detailing: (a) sections into which civil works 
under the Project will be divided, and (b) time frame for compensation and resettlement 
of all Project Affected Persons (PAP) in respect of each affected section, in accordance 
with the RAP; and 
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(b) Either the co-financing arrangement with OFID has been approved by OFID, or the 
Borrower has made appropriate arrangements to cover any financing gap resulting from 
failure to obtain OFID’s financing under the Project. 

5.2.3 Other Conditions: 
 

(a) Prior to use of Special Account disbursement method, the Borrower shall submit to 
the Bank a disbursement application with one (1) Special Account denominated in 
USD, in the name of the Project, at a bank acceptable to the Bank for the deposit of 
the proceeds of the Loan, and one (1) local currency (MWK) for transfer of funds 
from the foreign currency Special Account. 

5.2.3. Undertakings: The Borrower undertakes to: 

(a) Make timely provisions in its annual budgets for the funds required as the 
Borrower’s counterpart contribution to the cost of implementation of the Project, 
to avoid Project implementation delays; 

(b) Ensure that co-financing and counterpart funds are availed in a timely manner for 
Project implementation; 

(c) Fully implement the Environmental and Social Management Plan (ESMP), and the 
Resettlement Action Plan (RAP) of the Project, as may be updated, and 
comprehensively report to the Bank on the said implementation on a quarterly basis; 
and 

(d) Compensate and/or resettle all Project Affected Persons (PAP) in accordance with 
the RAP, prior to commencement of civil works on affected sections of the Project. 

5.3. Compliance with Bank Policies 

This project complies with all applicable Bank policies. 

VI – RECOMMENDATION 

6.1 Management recommends that the Boards of Directors approve: (i) a loan of UA 4.5 
million from NTF Resources; (ii) a loan of UA 20.00 million from ADF resources; and (iii) the 
administration of the OFID financing of USD 15.00 million of the Project, under the terms and 
conditions stipulated in this report; and (iv) the application of the procurement policy, rules and 
guidelines of the World Bank Group, in accordance with the provisions of section 10.3 of the 
Procurement Policy for Bank Group funded operations 2015. 
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Appendix I. Country’s comparative socio-economic indicators 
 
 

Indicators Unit 2000 2013 2014 2015 2016 2017 (e) 2018 (p)

National Accounts

GNI at Current Prices Million US $ 1,749 6,314 5,843 5,853 5,680 ... ...
GNI per Capita US$ 156 390 350 340 320 ... ...
GDP at Current Prices Million US $ 1,744 5,290 5,965 6,472 5,340 5,751 6,257
GDP at 2000 Constant prices Million US $ 1,744 3,141 3,320 3,417 3,496 3,654 3,836
Real GDP Growth Rate % 0.8 5.2 5.7 2.9 2.3 4.5 5.0
Real per Capita GDP Growth Rate % -2.0 2.0 2.5 -0.2 -0.8 1.4 1.8
Gross Domestic Investment %  GDP 13.6 25.4 24.1 22.5 23.1 17.9 18.1
     Public Investment %  GDP 10.0 10.6 9.2 9.1 9.3 8.0 7.1
     Private Investment %  GDP 3.5 14.9 15.0 13.4 13.8 10.0 11.0
Gross National Savings %  GDP 4.8 4.3 3.6 2.7 -3.3 2.5 4.5

Prices and Money
Inflation (CPI) % 29.6 28.3 23.8 21.0 21.8 12.3 9.6
Exchange Rate (Annual Average) local currency/US$ 59.5 364.4 424.9 496.4 713.9 742.4 790.7
Monetary Growth (M2) % 110.3 36.6 15.6 21.9 ... ... ...
Money and Quasi Money as % of GDP % 25.8 43.9 38.6 37.1 ... ... ...

Government Finance
Total Revenue and Grants %  GDP 24.1 28.8 23.4 21.5 24.0 24.7 22.2
Total Expenditure and Net Lending %  GDP 29.7 29.9 29.7 28.0 31.5 29.8 25.4
Overall Deficit (-) / Surplus (+) %  GDP -5.6 -1.0 -6.3 -6.5 -7.4 -5.2 -3.2

External Sector
Exports Volume Growth (Goods) % -6.6 22.1 4.7 -4.1 -1.3 14.3 3.5
Imports Volume Growth (Goods) % -21.3 0.0 7.3 1.2 5.3 -3.0 4.9
Terms of Trade Growth % -9.5 -3.4 2.4 2.5 0.4 -8.6 3.6
Current Account Balance Million US $ -92 -1,291 -1,179 -927 -720 -531 -513
Current Account Balance %  GDP -5.3 -24.4 -19.8 -14.3 -13.5 -9.2 -8.2
External Reserves months of imports 4.2 2.1 3.0 3.3 ... ... ...

Debt and Financial Flows
Debt Service %  exports 19.9 4.4 4.6 7.4 12.3 10.3 6.1
External Debt %  GDP 88.5 30.6 33.6 31.3 36.7 34.3 33.9
Net Total Financial Flows Million US $ 431 1,578 966 1,049 ... ... ...
Net Official Development Assistance Million US $ 446 1,133 931 1,049 ... ... ...
Net Foreign Direct Investment  Million US $ 40 120 130 143 326 ... ...

Source :  AfDB Statistics Department;  IMF: World Economic Outlook,October 2017 and International Financial Statistics, October 2017;  
                AfDB Statistics Department: Development Data Portal Database, January 2018. United Nations: OECD, Reporting System Division.
Notes:            …      Data Not Available   ( e ) Estimations   ( p ) Projections Last Update: January 2018
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Appendix II. Table of ADB’s portfolio in the country 
 

# Project Name
Funding 
Window

Approval 
Date

Effective 1st 
Disbursement 

Date
Final Disb 

Date
Amount 

Approved
Disbursed 

Amount
Disbursement 

Rate
Age 

(years)

IP 
(Impl.Pro

gress)

DO (Dev. 
Objectives)

Overall  
Performance 

Status
AGRICULTURE SECTOR 44,443,989 24,923,368 56.08 3.2

1 SMALLHOLDER IRRIGATION AND VALUE ADDITION PROJECT (SIVAP/FUN [  ADF ] 3/13/2013 10/4/2013 31.12.2018 253,000 212,069 83.82
 SMALLHOLDER IRRIGATION AND VALUE ADDITION PROJECT (SIVAP/FUN [GAFSP TF] 3/13/2013 10/4/2013 31.12.2018 27,825,989 24,272,610 87.23
2 FEASIBILITY STUDY ON THE ESTABLISHMENT OF AN AGRICULTURE COO [  ADF ] 12/11/2015 8/23/2016 31.12.2018 365,000 30,689 8.41 2.5
3 AGRICULTURAL INFRASTRUCTURE AND YOUTH AGRIBUSINESS PROJECT [  ADF ] 9/28/2016 3/21/2017 30.06.2022 16,000,000 408,000 2.55 1.7 3 3 NPPP

TRNASPORT SECTOR 64,250,000 26,573,078 41.36 4.89
4 MZUZU-NKHATA BAY ROAD REHABILITATION PROJECT NACALA ROAD CORRIDOR PROJECT PHASE IV (LIWONDE-MANGOCHI)  MA[  ADF ] 3/13/2013 2/13/2014 31.12.2018 21,890,000 16,089,150 73.50 5.26 3 3 NPPP
5 NACALA ROAD CORRIDOR PROJECT PHASE IV (LIWONDE-MANGOCHI)  MA [  ADF ] 12/3/2013 3/26/2015 31.12.2019 42,360,000 10,483,928 24.75 4.53

WATER SUPPL/SANIT 36,751,354 12,324,067 33.53 3.08
6 SUSTAINABLE RURAL WATER AND SANITATION INFRASTRUCTURE FOR IM and MZIMBA INTEGRATED URBAN WATER AND SANITATION PROJECT[  ADF ] 4/30/2014 5/20/2015 31.12.2019 15,000,000 5,694,000 37.96
 SUSTAINABLE RURAL WATER AND SANITATION INFRASTRUCTURE FOR IM [  NTF ] 4/30/2014 5/20/2015 31.12.2019 5,000,000 3,596,122 71.92
 SUSTAINABLE RURAL WATER AND SANITATION INFRASTRUCTURE FOR IM [RWSSI] 4/30/2014 6/10/2015 31.12.2019 2,910,893 1,601,865 55.03
7 MZIMBA INTEGRATED URBAN WATER AND SANITATION PROJECT [  ADF ] 10/23/2015 2/25/2016 31.12.2019 3,600,000 1,432,080 39.78 2.63
 MZIMBA INTEGRATED URBAN WATER AND SANITATION PROJECT [OPEC] 12/18/2015 3/9/2016 31.12.2020 10,240,461 0 0.00 2.48

SOCIAL SECTOR 64,270,071 50,632,893 78.78 4.79
8 SUPPORT TO HIGHER EDUCATION SCIENCE & TECHNOLOGY & TECHNICAL, JOBS FOR YOUTH AND LED[  ADF ] 2/8/2012 7/23/2012 12/31/2018 9,050,000 8,127,805 89.81
 SUPPORT TO HIGHER EDUCATION SCIENCE & TECHNOLOGY & TECHNICAL [  ADF ] 2/8/2012 7/23/2012 6/30/2018 10,950,000 9,631,620 87.96
 SUPPORT TO HIGHER EDUCATION SCIENCE & TECHNOLOGY & TECHNICAL [  NTF ] 2/8/2012 7/23/2012 6/30/2018 6,500,000 4,057,300 62.42
9 COMPETITIVENESS AND JOB CREATION SUPPORT PROJECT [  ADF ] 12/16/2011 6/26/2012 30.12.2018 10,000,000 9,099,577 91.00 6.50 3 3 NPPP
10 JOBS FOR YOUTH MALAWI [  ADF ] 12/7/2016 6/1/2017 31.12.2020 7,520,000 595,584 7.92
 JOBS FOR YOUTH MALAWI [  ADF ] 12/7/2016 6/1/2017 31.12.2020 1,250,071 121,007 9.68

11 PROTECTION OF BASIC SERVICES [  ADF ] 4/29/2015 25/06/2015 31.03.2018 19,000,000 19,000,000 100.00 3.12
MULTI_SECTOR 13,286,992 5,143,876 38.71 1.96

12 PUBLIC FINANCE MANAGEMENT INSTITUTIONAL SUPPORT PROJECT [  ADF ] 10/8/2013 3/24/2014 6/15/2018 2,980,000 2,695,319 90.45 4.68 3 3 NPPP
13 PUBLIC FINANCE MANAGEMENT  INSTITUTIONAL SUPPORT PROJECT-PHA [  ADF ] 9/10/2015 12/2/2015 30.05.2019 1,860,000 1,295,676 69.66 2.75 3 3 NPPP
14 MALAWI NACALA RAIL AND PORT VALUE ADDITION PROJECT [FAPA] 5/23/2017 07/09/217 31.12.2020 686,992 8,364 1.22 1.05
15 2016 MALAWI ECONOMIC CENSUS [  ADF ] 7/5/2017 18/11/2017 31.12.2018 760,000 730,117 96.07 0.93
16 PROMOTING INVESTMENT & COMPETITIVENESS IN TOURISM SECTOR [  ADF ] 1/11/2018 2/3/2018 31/12/2021 7,000,000 414,400 5.92 0.41

223,002,406 119,597,282 53.63 3.0 3.4 3.3
Note: Ratings (1-4):  Highly Unsatisfactory = 1;  Unsatisfactory = 2;   Satisfactory = 3;   Highly Satisfactory = 4     NPP= Non Potentially Problematic Project; PP = Problem Project; and PPP = Potentially Problematic Project

6.35

3 31.51

3 3

3 3

3 3

5.3

4.12

NPPP

TOTAL

NPPP

NPPP

NPPP

3 3 NPPP
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Appendix III: Key related projects financed by the Bank and other development partners in the country 
Donor/Agency Project Title Project Coverage Budget 

(USD m) 
Implementing Organization Project Status 

African 
Development 
Bank 

Agriculture Infrastructure Support Project (AISP) KK, NE, NS, CK 22.0 ASWAp Secretariat On-going 

Competitiveness & Job Creation Project for Private Sector MZ, KU, NT, DA, LL, DZ, ZA, CZ, 
TO & MJ  MoIT On-going 

Smallholder Irrigation and Value Addition Project (SIVAP) KA, SA, MHG, CK, KK,  39.00 MoAIWD On-going 

Agriculture Infrastructure and Youth in Agribusiness KK & NB 22.00 MoAIWD On-going 

Shire Valley Irrigation Project - Preparation Phase CK & NE 1.90 MoAIWD On going 

European 
Union (EU) 

Food Security program Country wide 22.06 PIU  On-going 

Farm Income Diversification Program (FIDP) KA, CP, MZ, NB, KK, LL, SA, DA, 
TO, CZ, BLK and RU 25.53 Government  (MoAFS)   On-going 

Support to the Implementation of Agriculture Sector Wide Approach 
(ASWAp) and Green Belt Initiative (GBI)  Country Wide 73.2 MoAIWD  On-going 

Planning for Climate Change Project Country Wide 2.18 MoAIWD through TA  On –going 

World Bank 

Shire Valley Irrigation Project - Preparation Phase CK & NE 6.0 PIU - MoAIWD  On-going 

ASWAp-SP (Agricultural Sector Wide Approach - Support Project) Country  Wide  68.00 Government  (MoAFS)   On-going 

Shire River Basin Management Project CK, NE, NU, MH, BLK, MN, NENO, 
BT, CZ, PE, MJ 131.00 Government (MoWDI)  On-going 
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Donor/Agency Project Title Project Coverage Budget 
(USD m) 

Implementing Organization Project Status 

Malawi Drought Recovery Programme (MDRP) 
NE, CK, BT, NN, MN, CZ, PE, MJ, 
TO, ZA, MHG, MH, BLK, NU, DZ, 
LL, DA, KU, MC, NS, KK, SA, MZ 
& RU 

104.0 MoFEPD through PIU On-going 

Malawi Floods Emergency Recovery Project (MFERP) NE, CK, BT, CZ, PE, MJ, TO, ZA, 
MHG, MH, BLK, NU, SA, RU & KA  80.0 MoFEPD through PIU On – going 

Arab Bank for 
Economic 
Development 
in Africa  
(BADEA) 

Small Farms Irrigation Project – Phase II NB & MH 10.0 MoAIWD  On – going 

Global 
Environment 
Fund (GEF) 

Enhancing the Resilience of Agro-ecological Systems Project 
(ERASP) CP, KA, RU, NB, MHG, ZA, CZ, PE 8.0 Government through PIU On-going 

International 
Fund for 
Agriculture 
Development 
(IFAD) 

Programme for Rural Irrigation Development (PRIDE) CP, KA, RU, NB, MHG, ZA, CZ, PE 60.0 Government through PIU On-going 

SAPP CK, KK, LL, CZ, BT, BLK 45.70 MoAFS/ASWAp On-going 

RLEEP  DZ, MC, NS 16.70 MLGRD/PIU On-going 

RLSP  TO, NS, CZ 14.80 MLGRD/PIU On-going 

US Aid for 
International 
Development 
(USAID) 

Integrating Nutrition in Value Chains (INVC) MC, LL, DZ, NU, MH, MHG, BLK 24.6 Development Alternatives Inc. On-going 

Wellness and Agriculture for Life Advancement (WALA) MJ, CK, ZA, MHG, NE, BLK, TO 80.93 Catholic Relief Services (CRS) On-going 
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Donor/Agency Project Title Project Coverage Budget 
(USD m) 

Implementing Organization Project Status 

Irish Aid 

Conservation Agriculture Project KA, RU, MZ, KK, NE, LL, NU, 
BLK, MC, ZA, MJ 1.57 NASFAM On-going 

Agroforestry Food Security Programme SA, DZ, NU, LL, CK, MJ, KA, 
MHG, TO, NS, MZ 3.14 World Agroforestry Centre 

(ICRAF) On-going 

Malawi Seed Industry Development Project KA, MZ, MC KU, LL. 3.76 
International Crops Research 
for the Semi-Arid Tropics- 
ICRISAT 

On-going 

Norway 
ASWAp-SP Country Wide 11.20 MoAFS On-going 

NASFAM Country  Wide 15.80 NASFAM On-going 

Flemish 
International 
Cooperation 
Agency (FICA) 

GDCP/MLW/001/FLA  KU, MZ 5.41 UN-FAO On-going 

MMPA Central & Northern Malawi 0.66 Malawi Milk Producers 
Association On-going 

MZCPCU CP, RU, MZ, NB 0.66 Mzuzu Coffee Planters 
Cooperative Union On-going 

STP KU, MZ 0.69 
FUM, NASFAM, TAPP, 
Microloan, MOGA, DAMRA, 
MEJN 

On-going 

SAETS KU, MZ 8.40 DAES, DAHL, Bunda College, 
NRC, SSLPP On-going 

ASWAp-SP  Country wide 6.61 Government  On-going 

Japan 
International 

Partnership on Community Based Irrigation Management Project to 
Dedza  DZ 0.37 Government - Department of 

Irrigation  On-going 



 

VI 

Donor/Agency Project Title Project Coverage Budget 
(USD m) 

Implementing Organization Project Status 

Cooperation 
Agency (JICA) Sustainable Land Management Promotion Project   RU, MZ, NB 2.76 Government - Department of 

Land Resources   On-going 

Project for Enhancement Capacity for Medium Scale Irrigation 
Scheme  Development, Operation and Maintenance  DA & MZ 0.80 Government - Department of 

Irrigation  On-going 

Food and 
Agriculture 
Organisation 
of the United 
Nations (FAO) 

FAO-UNJPs Projects : (i) Cassava Commercialization and value 
addition: UNJP/MLW/046/EDF (ii) Reduction of Post-Harvest Losses 
through construction of Community Managed Grain Banks (Small 
stock production, Climate change & NRM 

KK, SA 6.45 PMU/FAO Contract 
Staff/MoAFS/Min of Youth On-going 

FAO-ECU-Conservation Agriculture Coordination and Advocacy in 
Southern Africa RU, KK, BLK, CK 0.12 PMU/FAO Contract Staff and 

MoAFS  On-going 

FAO-GDCP-FLANDERS- Improving Food Security and Nutrition 
Policies and Program Outreach MZ, KU 5.30 PMU/FAO Contract Staff and 

District Assemblies  On-going 

FAO-GCP/INT/139/EC: Climate Smart Agriculture: Capturing the 
synergies between Mitigation, Adaptation and Food Security Country wide 2.23 PMU/FAO/MoAFS-

LRCD/Bunda College On-going 

United Nations 
Development 
Programme 
(UNDP) 

Sustainable Land Management NE, MN, BLK, BT 2.50 Ministry of Environment and 
Climate Change Management On-going 

World Food 
Programme 
(WFP) 

Purchase for Progress NS, MZ, MC, DZ, NU, ZA, KU, DA 17.59 WFP/GoM On-going 

World Bank  Agricultural Productivity Programme for Southern Africa Throughout the country 29.8 MoAIWD On-going  



 

VII 

Donor/Agency Project Title Project Coverage Budget 
(USD m) 

Implementing Organization Project Status 

USAID  Malawi  Improved Seed Systems and Technologies    21 ICRISAT as lead with IITA, 
CIP and CIMMYT On-going  

DFID Malawi Oilseeds Sector Transformation Programme (MOST)  11.83 
Adam Smith International, 
with Kadale and AICC + Long 
term TA support oil seeds 
sector development in MoIT 

On-going  
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Appendix IV: Map of Project Area 
 

Project Area 



 

IX 

Appendix V: Project Fragility Assessment Report (PFAR) 
 
Methodology for drivers of fragility assessment 
 
The project fragility assessment (PFA) of the Shire Valley Transformation Project (SVTP) is 
informed by an interim desk review of the Country Fragility Assessment (the fully-fledged 
fragility and resilience assessment is being planned). It is also informed by the preliminary 
findings of the Country Resilience and Fragility Assessment (CRFA) tool, which is intended 
to objectively, systematically and quantitatively measure pressures and capacities the country 
faces and complement its findings with the qualitative fragility assessment. The PFA was 
carried out in accordance with the draft Guidelines on the Application of Fragility Lens issued 
by RDTS in May 2015. The assessment is aimed at identifying entry points for programs to 
address, mitigate, or adapt to drivers of fragility as well as program/project areas that can have 
the greatest impact in building resilience. 
 
Key project/sector drivers of fragility (and indicators) 
 
1.0 Infrastructure deficit for agriculture commercialization and crop diversification: 
Significant sections of the country has little or no interconnecting infrastructure to promote 
agricultural commercialization, modernization, and investment including value addition. This 
is a particularly severe challenge in rural project area. Lack of infrastructure makes the conduct 
of any activity, whether to promote equality, social inclusion or the provision of basic services 
very difficult given distance and inaccessibility. The lack of basic infrastructure particularly 
health, education, and trade infrastructure also has the effect of entrenching exclusion and 
increased competition over livelihoods. 

2.0 Environmental factors: Deforestation, Floods and Droughts - increased reduction 
in rainfall: Over the years, Malawi has been experiencing land and soil degradation and 
varying degrees of precipitation leading to either drought or floods. The country, particularly 
the project area is also susceptible to climate variability and drought with unpredictable 
seasonal rainfall, floods and droughts. Climate change has had serious impacts on poor people, 
as there are erratic rains with strong winds and drought that affect rain-fed and rain-irrigated 
agricultural production increasing the risk of food insecurity, food prices and with increased 
pressure on food inflation including its impact on agriculture productivity and 
commercialization. While the project area has the Shire River as a relatively reliable source of 
water for economic activities, poor agriculture practices and deforestation in the river 
catchment area have led to siltation and severely impacted river flows. With most community 
depending heavily on natural resources particularly woodlands and forests for energy fuel, such 
practices are unsustainable, affect watersheds and biodiversity and make farmers and local 
communities less resilience to both social and environmental shocks.  

3.0 High poverty and inequality: Government recognizes that poverty in Malawi remains 
deep, severe and widespread. The country’s economy remains undiversified and vulnerable to 
external shocks. On the Poverty Index Malawi scores 87.6%, which also goes to show that 
there is a large part of the population that lives on less than $1.25 per day. The deep levels of 
poverty impede the population’s participation in the broader economy particularly in 
commercialized and modernized agriculture. High poverty levels also make the population 
vulnerable to exploitation. There is deep societal inequalities, poverty, patronage networks and 
an inefficient public service, which helps to fuel poor governance. Malawi scores 46.1 on the 
latest HDI Gini Index suggesting the persistence of high inequality between the rich and the 
poor in the country. The disparity between the rich and the poor is very high with the richest 
people being extremely wealthy while the poor are deeply poor. The rural community 
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particularly women and youths in the project area are even more vulnerable due to lack of 
economic opportunities, education, health and basic service delivery. 

4.0 Weak land tenure and difficult access to land: Access to land and land tenure 
remains a challenge in Malawi particularly for women and youths in the rural areas. It can 
easily be a source of social conflicts and disputes with potential of limiting commercialization 
and modernization of agriculture.  The land access, governed by customary tenure systems 
while have a potential to provide high levels of tenure security and flexibility, with population 
growth, unclear rules on how to deal with outsiders, migrants or foreign investors, such systems 
can trigger disputes, undermining investment and productivity in agriculture. In addition, 
increasing women’s and youths’ access to land could have profound effect of enhancing 
agricultural productivity. Clarity on land tenure and access to land could be a key source of 
tenure security with positive impacts on local and foreign investments towards agriculture 
commercialization in the country. 

5.0 Lack of entrepreneurial skills in agribusiness: Many rural communities are involved 
in subsistence farming and it is less attractive for youths. However, those youths and women 
who are working in rural areas are underemployed and undertake work that does not correspond 
with their skills and qualifications (skills and training mismatch). In general there are limited 
or no training on how to run effective micro-enterprises including in agriculture. Critical skills 
such as how to identify business opportunities, how to build a niche, how to manage 
competition, how to build a clientele, and more critically how to make one’s business resilient 
to business conditions or how to identify, access or evaluate financing options especially loans 
are not taught to many microenterprises. As a result even when trained in a technical area such 
as agriculture many youths lack critical skill sets required to turn such a skill into an enterprise 
that can succeed in difficult environments. In addition, despite literacy rate of 66%, gender 
disparity of literacy in Malawi is still very high. Less females are enrolled in schools compared 
to males. Males have had greater access to education at all levels than females, yet more women 
are the ones that are active in rural agriculture. The adoption of the Gender Equality Act, 2012 
could help bring about active role of women in commercialized farming. 

6.0 Lack of access to finance to promote agriculture entrepreneurship and 
commercialization: A key challenge to the development of agribusiness and especially 
women and youth agribusinesses is access to finance. Access to finance is a challenge across 
the board anywhere in the world but has a bigger hindering effect on women and youths in 
rural settings and working in agriculture sector. Youths and women due to low literacy levels 
often have little access to financial infrastructure or training on how to evaluate options where 
they exist. Moreover, options are often very expensive. Where access to finance is available, 
in most cases, it requires a high level of collateral and interest rates. Again, while it is important 
that women and youth are equipped to run their own businesses as they are able to assist in 
economic growth, job creation and diversifying the economy, there is still a cultural bias 
against women and youth, which is perpetuated by a low education attainment, lack of exposure 
to good business practices, lack of credit access and land security. 

7.0 Lack of market access and links within the country and region: Malawi is a 
landlocked country and little progress has been made, since independence, to substantively 
mitigate the effects of being a landlocked country. The infrastructure deficiencies in the rural 
areas is even more serious. This increases prices and costs of transporting imports, exports and 
agricultural produce. To increase market access for produce at a country, regional and 
continental level, there is a need for the improved policies, infrastructure to support market 
access and expanding the communications infrastructure, particularly with regard to mobile 
connectivity and access to the Internet. There is also need for greater partnership between 
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government and private sector and particularly internet service providers and large 
telecommunication companies to bring down costs of service and expand the coverage of these 
services to most rural areas to support agribusiness. 
 
8.0 Chronic energy shortages/deficit: With an electrification rate of around 10%, Malawi, 
has severely constrained power sector in sub-Saharan Africa and the gap between demand and 
supply continues to widen.  Lack of power infrastructure, poor governance of the power utility, 
undiversified power supply, inadequate power sector reforms, weak environmental and natural 
resource management aimed at securing hydropower generation on the Shire River are stifling 
power availability to support industrialization. Rural economies are worst hit with the energy 
deficit. The innovative approach adopted under the program on natural resources management 
to complement agricultural intensification will help optimize resource use and reduce pressure 
on remaining natural resources in the Shire Valley.  The environmental benefits of shifting 
pump-based irrigation to gravity will save over 15 MW representing about 5% of the national 
installed capacity (330 MW). It will also reduce competition for power that is already 
insufficient. 

 
Table 1: Linkages of Drivers of Fragility and Design Responsiveness 

Key areas of the Project linked to addressing root causes of fragility as identified in Complementary 
Qualitative Fragility Assessment and CRFA and Knowledge of the Project Area 

Driver of Fragility Downside risks stemming from the root 
causes of fragility 

Proposed Project interventions 

Infrastructure deficit for 
agriculture 
commercialization and 
crop diversification 

(a) Lack of irrigation infrastructure 
(b) Lack of access roads 
(c) Lack of regulatory framework 

Component 1: Irrigation Service and 
Infrastructure Provision 
 
Build irrigation infrastructure, road 
network, and water supply system for 
Chikwawa Township as well as 
capacity building for management of 
facilities 

Environmental factors: 
Deforestation, Floods 
and Droughts - increased 
reduction in rainfall 

(a) Land and soil degradation 
(b) Poor agriculture practices 
(c) Poor quality of seeds 
(d) Inadequate rainfall 

Component 2: Land Tenure and Natural 
Resources Management Support 
x Promotion of biodiversity 

Component 3: Agriculture Productivity  
and Commercialization 
x Enhanced land and water resources 

management 
x Climate resilient infrastructure 
x Training on climate resilient 

agriculture practices 

High poverty and 
inequality 

(a) Social instability and increased 
insecurity 

(b) Potential for violence and conflict if 
youths not gainfully engaged over 
long periods of time 

(c) Lost productivity from youth and 
women demographic which forms 
the highest portion of the 
population in the rural project area 

Component 2: Land Tenure and Natural 
Resources Management Support 
 and  
Component 3: Agriculture Productivity  
and Commercialization 

Weak land tenure and 
difficult access to land 

(a) Weak land tenure for women and 
youths 

Component 2: Land Tenure and Natural 
Resources Management Support 
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(b) Lack of access to productive land for 
agriculture commercialization 

x Development of Traditional Land 
Management Areas 

x Establish Smallholder Owned 
Commercial Farm Enterprises 

 
Lack of entrepreneurial 
skills in agribusiness 

(a) Inability to sustain set up enterprises 
(b) Lack of human resources and skills to 

operate and manage schemes 

 

Component 3: Agriculture Productivity  
and Commercialization 
x Provision of extension services and 

training of farmers  
x PPPs and business management 

arrangements 

Lack of access to finance 
to promote agriculture 
entrepreneurship and 
commercialization 

(a) Lack of access to finance or seed capital 
(b) small enterprises forced to access very 
expensive alternatives with little security for 
the sustainability of their business  if they 
are unable to pay 
(c) Low participation of women and youths 
due to cultural or social limitations 

Component 2: : Land Tenure and 
Natural Resources Management 
Support 
x Special Purpose Vehicle  
x Promotion of private financing and 

PPPs 

Lack of market access 
and links within the 
country and region 

(a) Poor access to markets 
(b) Lack of feeder roads 
(c) Lack of value addition 
(d) Lack of storage facilities 

 
 

Component 3: Agriculture Productivity  
and Commercialization 

Chronic energy 
shortages/deficit 

(a) Competition of over energy 
(b) Unsustainable natural resource 

management while intensifying 
agriculture commercialization 

Component 1: Irrigation Service and 
Infrastructure Provision 
x Use of gravity fed that will lead to 

power saving. 

 
Assessment conclusion 
 
The project does not have dual objective on fragility nor specific fragility indicators for 
monitoring and evaluation but the design has duly incorporated the key drivers of fragility. The 
M & E budget has taken into account the cost of monitoring the implementation of the related 
interventions. Follow up will be made to ensure actions are taken on the implementation of 
these activities. 


