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EXECUTIVE SUMMARY 
 

1. The Poverty Reduction Support Loan (PRSL) was designed as a one-tranche 
operation to support government’s poverty reduction programme through the 
implementation of the Malawi Growth and Development Strategy (MGDS). The 
PRSL was approved on 11 April 2007, signed on 18 October 2007, and became 
effective on 28 November 2008 and the funds disbursed on 2 December 2008. The 
project effectiveness and disbursement schedule incurred delays for about 17 months, 
mainly for political reasons that were largely beyond the control of both the Bank and 
the Borrower. Despite this delay, which compares favourably with delays on other 
similar operations in East and Southern Africa, substantive conditions and 
benchmarks of the PRSL were met within the Common Approach to Budget Support 
framework. The continued in-flow of resources from other CABS donors enabled the 
government to implement the 2007/2008 budget satisfactorily. This underlines the 
importance of general budget support in terms of cushioning unforeseen 
implementation shocks.  
 
2. The Project Completion Report (PCR) draws four main lessons which can be 
integrated into the design of future policy-based operations in Malawi and elsewhere. 
A successor to the PRSL is being envisaged by both the Government and the Bank 
such that the lessons learnt through this PCR are expected to inform the design of the 
next budget support operation. The main lessons are as follows:  
 
3. The need to consider the political context in the design of budget support 
operations: The major problem that delayed the disbursement of the loan was 
Parliament’s reluctance to approve the national budget and other bills, including the 
bill to authorise Government to borrow the funds through the PRSL. The 
disagreement and political tension between the majority opposition parties in 
Parliament and the minority government over the implementation of Section 65 of the 
country’s Constitution resulted in delay to ratify the loan agreement, and also all 
government bills and budget. This points to the need to consider political risks 
analysis and risk mitigation measures in the design of future operations, such as the 
PRSL. By the drawing lessons from PRSL, one of the risk mitigation measures for the 
next budget support operation would be to use grants instead of loans. This will not 
require ratification by parliament and help the Bank to improve the delivery of 
development assistance, and reduce indebtedness.    
   
4. Greater selectivity and alignment of the PRSL indicators with the single 
framework of benchmark adopted by government and donors to monitor progress. 
There was certain inconsistencies between the Performance Assessment Framework 
(PAF) and those indicators in the PRSL monitoring framework. On the other hand, 
the PRSL indicators were too broad and cover both social and governance sectors, 
while some of the indicators were outside the PAF. It is important to be more 
selective and better focus on economic governance in the design of future budget 
support operations. The Bank operation should also be linked to a single framework 
of result based monitoring and reporting arrangements. One of the lessons is the need 
to adopt harmonised approaches to measuring results through strengthening the 
linkages between the monitoring framework for future budget support operations and 
the PAF and the MGDS monitoring frameworks.  
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5. Complementarity and synergy between the CABS Framework and the 
PRSL: progress was registered in some aspects of the three components of the PRSL 
during the 2007/ 2008 financial year. This progress is attributable to 
complementarities and synergies in the co-financing of these components by the 
Government, other CABS members, and some Bank portfolio operations in particular 
the social sector (health and education) and previous policy-based lending operations. 
This underlines the importance of the complementarities and synergies that the CABS 
framework can provide in maximising impact and results of the development 
assistance. There is need, however, to strengthen complementarity and synergy 
between policy-based operations, such as the PRSL, and sector-specific operations 
within the Bank’s country portfolio. 
 
6. Institutional capacity development: Institutional capacity weaknesses have 
hindered implementation of three components of the PRSL. Some of the strategic 
areas requiring institutional capacity strengthening include the audit function, 
procurement systems, budget execution, disbursement and reporting. In view of the 
delays in disbursement that were experienced after the PRSL had been approved by 
Parliament, there is need to strengthen the administrative capacities and coordination 
between the parliament and key government institutions to facilitate the processing of 
financial bills, disbursement and reporting. This will also assist in deepening the 
harmonisation of the Borrower’s systems and processes with those of the Bank 
Group.    
 
7. Based on the above, there are a number of recommendations for both the Bank 
and the Government.  
 
For the Bank 
• The Bank should review the PCR format to make it simple and better aligned with 

the multi-donor budget support performance assessment framework and regular 
performance review mechanisms.  

 
• The Bank should strengthen its cross-departmental work to develop synergy and 

complementarity between policy-based operations and sector operations. This 
may involves key stakeholders from different sectors to jointly monitor results.  

 
• The Bank should consider guidance note in preparing policy-based operations that 

enables Task Managers to analyse the political context and understand better the 
political incentives and the institutions that affect the prospect for reform in the 
area of economic governance.  

 
For the Borrower  
• The Borrower should consider conducting its own review of similar interventions 

to learn lessons and improve implementation of such operations. 
 
• The Borrower should address the institutional capacity weaknesses that have 

affected the implementation of the PRSL and sectoral operations, particularly 
public finance management, education, health and governance. 

 
• The Borrower should improve its own monitoring and evaluation structures so 

that it can effectively guide the CABS framework and processes. 
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PROGRAMME BASIC DATA / INFORMATION SHEET 
 
 
COUNTRY     : Republic of Malawi 
 
PROGRAMME TITLE    : Poverty Reduction Support Loan (PRSL) 
 
LOAN NUMBER    : 2100150014298 
 
BORROWER     : Government of the Republic of Malawi 
 
EXECUTING AGENCY   : Ministry of Finance 
 
SOURCE OF LOAN    : ADF 
 
AMOUNT OF LOAN    : UA 14.89 Million 
 
DATE OF APPRAISAL   :  March 2007 
 
DATE OF BOARD APPROVAL  : 11 April 2007 
 
DATE OF LOAN SIGNATURE  : 18 October 2007 
 
DATE OF LOAN’S ENTRY INTO FORCE : November 2008 
 
DATE OF LOAN EFFECTIVENESS  : 21 November 2008 
 
DATE OF COMPLETION   : 31 December 2008  
 
DATE OF TRANCHE DISBURSEMENT : 02 December 2008 
 
OTHER SOURCES OF FINANCE                

DFID    : UA 27.1 Million 
IDA     : UA 17.4 Million 
European Union  : UA 18.2 Million 

  Norway    : UA 7.1 Million 
 

TOTAL FINANCING  : UA 84.7 Million 
 
PROGRESS REPORTS    : CABS Review Reports 
 
SUPERVISION     : Task Managers and the Malawi Field 

Office participated in 4 CABS reviews of 
March and October 2007 and March and 
September 2008  
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MALAWI POVERTY REDUCTION SUPPORT LOAN-PROGRAMME MATRIX 
STRATEGIC 
REFORM AREA 

ACTIONS OR INDICATORS  
To be assessed at CABS Joint 
Reviews 

OBJECTIVELY VERIFIABLE 
INDICATORS (AT 
APPRAISAL) in 2006/07 

OBJECTIVELY 
VERIFIABLE 
INDICATORS (ACTUAL) as 
of March 2008 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND 
RISKS  

OVERALL PRSL 
OBJECTIVE: To 
reinforce economic 
reforms and good 
governance policies to 
accelerate economic 
growth and reduce 
poverty 

i. Successful approval and 
commencement of the 
implementation of the MGDS 
 
 

i. Annual average GDP growth 
during 2006-2011 is maintained at 
the level of 6%. 
 
 
 
ii. Incidence of poverty is reduced 
from 52.4% in 2006/2007 to 44.4 
% by 2010/2011. 

GDP growth rates of 7.9% 
and 7.4% achieved in 2006 
and 2007, respectively and 
projected at 8.7 % for 2008. 
Macroeconomic stability has 
been achieved.  
 
GoM’s 2008 MDGs Report 
suggests that the head count 
ratio had come down to 40% 
by 2007 but this is a 
projection and not based on 
data collected. 

CABS Review 
Reports, GoM 
Annual 
Economic 
Reports 
 
 
Welfare 
Monitoring 
Surveys, Reports, 
Annual MDGs 
Reports  

No exogenous  
risks 
 
 
 
 
Successful 
implementation  
of  Theme  2 of 
MGDS on Social 
Protection and 
Disaster 
Management 

MACROECONOMIC 
AND PUBLIC 
FINANCE 
MANAGEMENT 
REFORMS 
 
Ensure sound 
macroeconomic 
management reform 
whilst strengthening 
public finance 
management 

i. Composition of expenditure out-
turn compared to original approved 
budget within a 10% deviation 
 
 
ii. Composition of expenditure out-
turn compared to original approved 
budget for Pro-poor Expenditures 
within a 5% deviation 
 
iii. Reconciliation of the payroll with 
personnel data to ensure 
effectiveness of payroll controls 
 
 
iv. Internal Audit is operational for 
central entities covering 50% of 
primary expenditure to ensure the 
effectiveness of  Internal Audit 
 
 
 
 

i. Variance in expenditure 
composition exceeded overall 
deviation in primary expenditure 
maintained and by no more than 
10% 
 
ii. Variance in actual expenditure 
exceeds overall deviation in 
primary expenditure maintained 
and by no more than 5% 
 
iii. Payroll audit is conducted by 
June 2007. Payroll for FY 07/08 is 
supported by full documentation 
for all changes made to personnel 
records on a monthly basis 
  
iv. Internal audit is operational for 
all central government entities. 
Reports adhere to fixed schedule 
and distributed to audited entity, 
NAO and MoF. 
 

Variance in expenditure 
composition exceeded overall 
deviation by 9% for primary 
expenditure. Target achieved. 
 
 
Variance in expenditure 
composition exceeded overall 
deviation by 9% for primary 
expenditure. Target achieved. 
 
Payroll audit was in progress 
at the time of preparing this 
PCR. 
 
This was achieved for the 
2006/2007 budget. 
 
 
This was achieved for the 
2006/2007 budget 
 
 

March and 
September 2008 
CABS Review 
Reports 
 
 
March and 
September 2008 
CABS Review 
Reports 
 
 
2008 PEFA 
Reports  
 
 
2008 CABS 
Review Reports, 
2008 PEFA 
Reports 
 
 
2008 CABS 

Continued GoM 
Commitment 
to public  
financial  
management 
reforms and 
GoM having 
the capacities 
required to 
undertake the 
relevant  reforms 
 
Consistent and  
predictable 
donor support 
including  
capacity  
building and 
budget support, 
and sufficient 
donor 
disbursement 
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v. Consolidated GoM Statement is 
submitted for external audit within 6 
months of end of FY to ensure 
timeliness of annual financial 
statements 
 
vi. Central GoM entities representing 
50% of expenditures are audited and 
FY04/05 Audit Report submitted to 
Parliament , to expand nature and 
follow-up of external audit 

v. Consolidated GoM statement is 
submitted for external audit within 
6 months of the end of the FY. 
 
vi. Central GoM entities 
representing 75% of expenditure 
are audited. Audit report 
submitted to legislature within 4 
months from receipt of 
consolidated government 
statement by NAO.   

 
 
 
Audit coverage of 55% 
achieved 
 

Review Reports, 
2008 PEFA 
Reports 
 
 
 
 
2008 CABS 
Review Reports, 
2008 PEFA 
Reports 

 
 
 
 
 
 

DEVELOPING 
HUMAN AND 
INSTITUTIONAL 
CAPACITY 
 
 
Increasing access to 
education and health 
services whilst training 
front-line service 
providers  

i. Hire teachers to ensure pupil per 
qualified teacher ratio in rural 
primary schools maintained at 75:1 
 
 
 
ii. Female Literacy rate improved to 
55% 
 
 
 
iii. Improving school infrastructure to 
ensure drop out reduced in Standard 
5 by percentage of pupils progressing 
beyond Standard 5 to 49% (Boys) 
and 47.6 (Girls) 
 
iv. Increase the provision of drugs 
leading to the proportion of one year-
old children immunised against 
measles to increase to 85% 
 
v. Improved health care facilities 
including proportion of births 
attended by health personnel to 
increase to 40% in 2006 
 
vi. Increase retention of health 
workers to ensure nurse-population 
ratio improves to 1:3,900 

i.  75:1 or less in 2007 
 
 
 
 
 
 
ii. 60% by December 2007 
 
 
 
 
iii. Retention rates at 51% (Boys) 
and 50% (Girls) in 2007 
 
 
 
 
iv. 86% in 2007 
 
 
 
 
 
v. 50% in 2007 
 
 
 
 
vi. 1:3,700 by 2007 

PRSL target different from 
the PAF target of 84:1. Even 
the PAF target was not 
achieved by the March 2008 
CABS Review. 
 
Not covered in the PAF but 
the 2007 Welfare Monitoring 
Survey put the rate at 60% in 
2007. 
 
PRSL and PAF benchmarks 
and targets are different. The 
March 2008 CABS Review 
puts the rates at 53.6 % and 
50.7%, respectively. Minimal 
progress achieved. 
 
PAF target is 82% while 
PRSL target is 86%. CABS 
Review of March 2008 
reported that the target was 
not achieved. 
 
PAF target is 42% and the 
March 2008 CABS Review 
reported that the rate was 
42%. The PAF target was 
therefore achieved  
 

2008 CABS 
Review Reports, 
2008 MDGs 
Report 
 
 
2007 Welfare 
Monitoring 
Survey, 2008 
Census Report 
(but delayed for 
this PCR)  
 
 
2008 CABS 
Review Reports, 
2008 MDGs 
Report 
 
 
2008 CABS 
Review Reports, 
2008 MDGs 
Report 
 
2008 CABS 
Review Reports, 
2008 MDGs 
Report 
2008 CABS 

GoM continues 
to prioritise 
education and 
health 
expenditures  
in the budget and 
continued 
progress on 
halting the 
spread of  
HIV/AIDS. 
 
 
 
 
 
Strengthening 
GoM systems for  
prioritising 
public  
expenditure and 
PAF 
indicators 
protecting  
health and 
education 
shares of the 
budget 
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PAF target for 2008 is 
1:3,500 but ratio was already 
1:3,304 in 2007. There was 
much progress made here. 

Review Reports, 
2008 MDGs 
Report 

 
 
 

IMPROVING THE 
POLICY AND 
INSTITUTIONAL 
FRAMEWORK FOR 
GOVERNANCE 
 
Increasing the 
effectiveness of  the 
justice system and 
reducing corruption 

i. Government compliance with the 
Constitution and rule of law through 
clarification of policy on local 
elections 
 
ii. Average number of months for 
corruption cases to be completed 
reduced to 16 months 
 
iii. % of corruption cases completed 
within 12 months to increase to 50% 
iv. Government Ministries complying 
with quarterly reporting to ODPP on 
procurement to include Health, 
Education, Agriculture, Transport, 
Irrigation and Water and 
Privatisation Commission  
 
v. Actual recurrent expenditure to 
Governance institutions in 2005/2006 
maintained at 2005/2005 levels 

i. Preparations for 2009 elections 
are in line with Constitution 
 
 
 
 
ii. 12 months 2007 
 
 
 
iii. 60% in December 2007 
 
 
iv. Quarterly reporting 
requirements met as in 2006 and 
extended to all ministries 
 
 
v. Actual recurrent expenditure in 
FY 2006/07 is maintained at 
2004/05 levels in real terms 

Partially achieved as draft 
Bill was prepared but not 
passed by Parliament and the 
local elections have been 
postponed to a later date. 
 
This was achieved 
 
 
 
The proportion was found to 
be 63 % during the March 
2008 CABS Review. Target 
achieved. 
No report on this was found 
 
 
 
 
Achieved, as discussed 
inSection4.5 of this PCR 

2008 CABS 
Review Reports, 
2008 MDGs 
Report, 2008 
PEFA Report 
 
2008 CABS 
Review Reports, 
2008 MDGs 
Report, 2008 
PEFA Report 
 
2008 CABS 
Review  
Reports, 2008 
PEFA Report 
 
2008 CABS 
Review Reports, 
2008, 2008 
PEFA Report 

GoM retains its 
zero- tolerance 
towards 
corruption and 
political stability 
 
Donor  support 
to the Parliament 
and regular 
donors review of 
the  
Governance 
indicators in the 
PAF which 
address 
corruption and 
political stability 
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PROGRAMME IMPLEMENTATION SCHEDULE 
 
 
Activity Planned Time 

Frame 
Actual Time Remarks 

Board Approval April 2007 April 2007 Board approval was very timely 
Loan Effectiveness April 2007 November 2008 Loan effectiveness delayed by 19 

months due to a combination of 
problems with parliamentary 
approval and certain delays between 
the Borrower and the Bank 

Release of Tranche July 2007 December 2008 Release of tranche was delayed by 
about 17 months. 13 of these months 
of delay were due to Parliamentary 
problems while another 4 months 
delay was due to bureaucratic 
processes between the parliament 
and the executive branch of 
government (Attorney General and 
Ministry of Finance). The loan was 
authorised by Parliament on 29 
August 2008 

Supervision and Mid-
Year CABS Review 

September 2007 October 2007, March 
2008, September 
2008 

Supervision missions were adequate 
and timely 

Closing April 2008 December 2008 There was a delay of 8 months 
mainly due to delay in Parliamentary 
ratification of the loan 

PCRs March 2008 December 2008 The Bank Group has prepared this 
PCR while the Borrower has not 
prepared any. 
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1.0 INTRODUCTION 
 

1.1 This Project Completion Report (PCR) presents an assessment of the 
implementation of the Poverty Reduction Support Loan (PRSL) which the African 
Development Bank provided as part of its efforts to assist the Government of Malawi  to 
effectively implement the second poverty reduction strategy, the Malawi Growth and 
Development Strategy (MGDS), that covers the period between 2006 and 2011. The 
main objective of the PRSL was to provide financial resources through the national 
budget, for the implementation of the MGDS, within the Common Approach to Budget 
Support (CABS) framework. Malawi’s development partners and other stakeholders 
endorsed the MGDS as a credible and government-led economic growth and poverty 
reduction initiative that could form a basis for partnership, policy dialogue, and 
technical and financial assistance. The Bank’s support for the MGDS was based on its 
2005-2009 Results-Based Country Strategy Paper (RBCSP).  
 
1.2 The Government of Malawi (GoM) requested the Bank to provide it with a 
budget support loan, amounting to UA 14.89 million, to be disbursed within the first 
quarter of the 2007/2008 financial year. The loan was approved by the Board of the 
Bank on 11 April 2007, signed on 18 October 2007, and disbursed on 2 December 2008. 
The objective of the PCR is to generate lessons and recommendations from the design to 
implementation and review cycle of the PRSL, including the factors behind the delayed 
disbursement of the loan. The lessons learnt will inform the design, implementation of 
the future policy-based operation. The results of the analysis of the PCR are distilled 
into a conclusion, major lessons learnt and recommendations in Section 9. 
 
2.0 PROGRAMME OBJECTIVE AND FORMULATION 
 
2.1 Overall Objective 
 
The main objective of the PRSL was to provide financial support that would narrow the 
gap between the cost of implementing the MGDS and the resources available from 
Government’s total revenue and donor support. This was expected to contribute to 
Government’s efforts to reduce the poverty head count ratio, from 52.4% in 2006 to 
44.4% in 2011, thereby assisting Malawi to achieve the Millennium Development 
Goals. The loan was also designed to link the Bank Group’s policy agenda, contained in 
the 2005-2009 Results-Based Country Strategy Paper (RBCSP), to the national 
priorities articulated in the MGDS. 
 
2.2 Preparation, Appraisal, Negotiation and Approval  
 
2.2.1 The PRSL was the third Bank Group policy-based operation in support of GoM 
economic reforms. Its appraisal, which was conducted in March 2007, drew on the 
lessons learnt from the implementation of two preceding policy-based operations 
namely: the Structural Adjustment Loan (SAL 1998 – 2001) of UA 15 million and the 
Support for Good Governance Loan (SGGL 2004) of UA 12 million. These two 
previous operations covered areas of policy reform that were similar to the ones 
identified for implementation under the PRSL. One of the key lessons that were factored 
into the design of the PRSL was about the need to have as few conditions as possible in 
order to facilitate programme execution. 
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2.2.2 Largely because the loan agreement was based on the single condition of “an 
achievement of a broad satisfactory assessment of the implementation of the PAF during 
the joint GoM / CABS Group review of March 2007”. The negotiations for the PRSL 
did not have serious contentious issues to resolve, and the GoM was satisfied with the 
approach and design of the project appraisal report by the time of Board approval. The 
loan was approved by the Board on 11 April 2007, paving the way for its timely 
disbursement during the first quarter of the 2007/2008 budget, as planned at appraisal. 
 
2.3 Programme Description 
 
2.3.1 The programme was designed as a one-tranche operation that would disburse early 
in the budget cycle, in line with the principles of the Joint Framework, to improve 
predictability of the budget support operation and  address problems of seasonal changes 
in revenue performance. It had three components drawn from the MGDS. The first 
component, Macroeconomic Stability and Public Expenditure Reform, sought to 
promote sound economic management and strengthen public finance management. The 
second component, Human Capital and Institutional Capacity”, support improved 
access to education and health services. The third component, Improving the Policy and 
Institutional Framework for Governance, aimed at promoting the rule of law and good 
governance by increasing the effectiveness of the judiciary and reducing corruption. In 
addition to the 3 components, the PRSL was also expected to enable the Bank to 
enhance its participation in the various issues aimed at promoting sustained economic 
growth and poverty reduction, within the CABS framework. It can be observed here that 
the PRSL covered too many areas for the size of the loan to make significant impact.. 
 
3.0 PROGRAMME IMPLEMENTATION 
 
Most of the activities undertaken to implement the programme are presented in the 
Programme Basic Data or Information Sheet on page (v) and the Programme 
Implementation Schedule on page (ix). 
 
3.1 Effectiveness and Start-Up 
 
3.1.1 The release of the PRSL tranche was not delayed by conditionality. As noted 
above, there was only one condition that had not been satisfied during the March 2007 
CABS Review as Malawi continued to perform well economically. The PRSL 
agreement became effective in November 2008 following its ratification by Parliament 
on 29 August 2008. The effectiveness of the loan was delayed by 19 months. The main 
cause of the delay is that the Malawi Parliament failed to ratify the loan, as required by 
the Constitution and the Public Finance Management Act, due to its reluctance to 
consider and pass governmental bills, including the national budget, before 
implementation of Section 65 of the Constitution1. The President of Malawi, Dr Bingu 
Wa Mutharika, had left the United Democratic Front, the party that sponsored him in the 
elections of 2004, to form his own party, the Democratic Progressive Party (DPP), in 
February 2005. 
 
                                                 
1 Section 65 (1) of the Malawi Constitution provides “that the Speaker shall declare vacant the seat of any member of the National 
Assembly who was, at the time of his or her election, a member of one political party represented in the National Assembly, other 
than by that member alone but who has voluntarily ceased to be a member of that party or has joined another political party 
represented in the National Assembly, or has joined any other political party, or association, or organisation whose objectives are 
political in nature.”   
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3.1.2  About 70 Members of Parliament from the two major opposition parties in 
Parliament (the United Democratic Front and the Malawi Congress Party) joined the 
DPP and the government. This did not please the two main opposition parties who asked 
the Speaker of the National Assembly to invoke Section 65 and expel the MPs who had 
defected to the DPP, before the 2007/2008 and 2008/2009 budgets and other 
Government Bills could be approved. This would have left the President without any 
representation in Parliament thereby paving the way for his impeachment. Bearing in 
mind the dangers of this course of action, the Speaker was reluctant to expel the 
concerned MPs and this led to a stalemate in parliament. However, after exhaustive 
negotiations between the government and opposition sides and enormous public 
sympathy, the budget was passed in September 2007. Immediately after the budget was 
passed, the President prorogued the budget session and there was no time for the 
government to present bills, such as the one for the PRSL, to the same parliament for 
approval. The implication of this prorogation was that the PRSL and other bills had to 
be presented at subsequent sittings of parliament and, as a result, the PRSL tranche 
could not be released in July 2007, as planned at the appraisal stage. 
 
3.1.3 The UA 14.89 million tranche was released on 2 December 2008. The release was 
thus delayed by about 17 months, meaning that the financing intended to support the 
2007/2008 budget only became available in the 2008/2009 budget. It is noteworthy that 
Parliament’s delay in approving the loan, which is different from the approval of the 
national budget, was not foreseen at appraisal but it affected the mobilization of 
resources for the 2007/2008 budget. In addition to Parliament’s delay, there were some 
administrative delays that occurred between its approval and its disbursement due to 
institutional capacity or bureaucratic problems on the part of the Borrower which led to 
delays in fulfilling routine requirements for processing financial bills and disbursing the 
loan. The preparation and submission of the legal opinion to the Bank group was a case 
in point. This underlines the need for the Borrower to strengthen its capacity for project 
implementation and disbursement of funds.  
 
3.2 Implementation Schedule  
 
3.2.1 The Programme Implementation Schedule on page (ix) shows that Board 
Approval of the loan took place at the scheduled time in April 2007. Similarly, the 
supervision and CABS missions were undertaken as planned at appraisal, that is, bi-
annually in March and September each year. The greatest slippage was on Loan 
Effectiveness which was delayed by 19 months as it was achieved in November 2008 
instead of April 2007. This was followed by the release of the tranche which was 
delayed by about 17 months. However, the main issue here is that all the slippages were 
primarily caused by the delay in the Parliamentary approval of the loan. Nonetheless, 
this delay compares favourably with delays experienced largely due to failures to fulfil 
conditionality on similar Bank-sponsored budget support loans in some countries in East 
and Southern Africa where some delays were even longer than that experienced under 
the PRSL. 
 
3.3 Monitoring, Evaluation and Audit 
 
3.3.1 During the appraisal of the PRSL, it was agreed that the monitoring, evaluation 
and audit of the loan would be undertaken within the monitoring and evaluation 
framework for the MGDS developed by the GoM which was aligned with the PAF 
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Matrix. This system of monitoring the impact of the MGDS and Budget Support is 
based on key dialogue between GoM and the Common Approach to the Budget Support 
(CABS). 
 
3.3.2 CABS is a framework through which development partners can deliver budget 
support to the GOM, with DFID, the European Commission, and Norway as its original 
members. The African Development Bank became a full member after signing the Joint 
Framework with Government in February 2007. The World Bank, Germany, Ireland and 
UNDP are observers although the World Bank provided its budget support in December 
2007 within the CABS framework. The CABS Group conducts biannual reviews of 
GoM’s economic and governance matters in order to account for CABS members’ funds 
and to inform future CABS financing plans. 
 
3.3.3 In terms of audit of the PRSL, it was also agreed within the CABS framework that 
GoM would provide all donors with copies of the annual report of the Auditor General 
on Public Accounts. Under this arrangement, the Bank Group would request the 
government to arrange for an audit of selected components from the accounts by 
auditors of its choice.  
 
3.4 CABS Sources of Financing 
 
3.5.1 Table 1 below shows that the main sources of budget support within the CABS 
framework during the 2007/2008 fiscal year were:  DFID (US$39.2 million as a grant); 
IDA (the equivalent of US$ 25 million as a grant); Norway (the equivalent of US$10.4 
million as a grant); the European Union (the equivalent of US$ 22.0 million as a grant); 
while the ADF sought to provide the equivalent of US$ 21.4 million as a loan. Most of 
the donors use grants to avoid increasing Malawi’s indebtedness and parliamentary 
approvals. All CABS donors, including the World Bank, disbursed their budget support 
commitments for the 2007/08 fiscal year within that year because their grants did not 
require ratification by the Parliament. 
 
Table 1: Sources of CABS Financing for the 2007/2008 Financial Year  
 

Source  Amount (US$ Million ) % of Total 
 

ADF 
DFID 
IDA 
Norway 
European Union 

21.4 
39.2 
25.0 
10.4 
22.0 

18.1 
33.2 
21.2 
8.8 
18.6 

Total  118 100 
 
Source: Malawi PRSL Appraisal Report No. ADF/BD/WP/2007/15, 07 March 2007, Section 3.3.3. 
 
Table 1 shows that the ADF planned to disburse 18.1% of the total CABS funding for 
the 2007/2008 national budget which also constituted 1.8 % of the approved national 
budget. The possible economic effects of the delayed disbursement of the loan are 
discussed in Section 5.1 below.  
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4.0 PROGRAMME PERFORMANCE 
 

4.1 The PRSL had 3 specific objectives which were (i) to contribute to improvements in 
macroeconomic stability and public expenditure management reform; (ii) to support the 
development of human capital and institutional capacity in the social sector; and (iii) to 
support measures to improve the policy and institutional framework for governance. The 
report assesses progress against the agreed benchmarks and the adequacy of the design 
of the PRSL and the Bank’s engagement through the CABS framework, including the 
monitoring of the implementation of the MGDS. The analysis is based on the matrices 
that appear on pages (vi) to (vii) above and has been derived from the PRSL Programme 
Matrix on pages (vi) and (vii) of the PRSL Appraisal Report. The analysis of the 
matrices draws from CABS Review Reports, the 2006/2007 MGDS Annual Review 
Report, the PEFA of 2008, the 2008 UNDP Capacity Assessment and Development, the 
2008 Welfare Monitoring Survey, the GOM 2008 Millennium Development Goals 
Report, and discussions with key officials in key stakeholder institutions. 
 
4.2 The general picture emerging from Matrix 1 (page vi to vii) is that macroeconomic 
growth was above the MGDS target during the 2007/2008 financial year and that some 
positive impact was being made on the poverty head count ratio. The 2007 and 2008 
CABS reviews have attributed this trend to a combination of sustained Government 
commitment to fiscal discipline; a strong performance in the agriculture sector; and 
sustained donor support, including timely provision of budget support by the CABS 
Group. This budget support must have reduced the need for Government to borrow 
expensively on the domestic money market thereby contributing to macroeconomic 
stability. Timely disbursement of the loan would have contributed to higher levels of 
macroeconomic stability during the 2007/2008 financial year. 
 
4.3 In terms of public finance management reform, Matrix 1 (page vi to vii) indicates 
that the targets were achieved on the measures to ensure that the composition of 
expenditure remained within a minimal bound. However, some of the indicators 
regarding improvements in payroll management and the conduct of, and the reporting 
on, both internal and external audits were not fully achieved. The PEFA, the CABS 
Review reports and the UNDP-sponsored Capacity Assessment and Development 
Report attribute this to institutional capacity weaknesses, especially lack of trained staff 
at the National Audit Office to produce timely audit reports, process them, and ensure 
that their recommendations are actually implemented. 
     
4.4 In the education and health sectors, there were several inconsistencies between the 
PRSL and PAF indicators and targets. Some of the PRSL indicators and targets had 
actually been achieved by the time they were factored into the PRSL Programme 
Matrix. The table also shows that relatively fewer targets were achieved in these sectors 
than the targets discussed in paragraphs 4.2 and 4.3 above. This suggests that the targets 
in the social sector were more difficult to achieve, possibly due to the longer term nature 
of the changes required for progress to be registered in the social sectors. However, 
relatively more targets were achieved in the health sector than in the education sector. 
This appears to be due to GoM’s increased financial allocations to health, coupled with 
the increased funding that was provided through the health sector SWAP.  
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4.5 In the area of improving the policy and institutional framework for good 
governance, the matrix (page vi to vii) shows that there was some progress with regard 
to the financing of the 4 governance institutions (the ACB, the Director of Public 
Prosecutions, the ODPP, and the Ombudsman); the completion of corruption cases; and 
the setting up of institutional structures and systems for improving public procurement. 
There was partial progress with arrangements for the local elections and some 
inconsistencies between the PRSL and PAF indicators as was the case with the social 
sectors. The CABS review reports of March and September 2008 and the 2008 PEFA 
suggest that there was a high degree (57%) of mis-procurement in the Ministry of 
Health and probably the other larger ministries. The persistence of procurement 
problems despite achievements in the setting up of elaborate public procurement 
systems indicates that procurement practices have not yet improved significantly. There 
is need to build the procurement capacity in the public sector.  
 
4.6 From the above analysis, it can be observed that the PRSL was spread across too 
many components to register significant progress. Furthermore, more targets were 
achieved on the macroeconomic front than the social sectors and governance 
components probably due to the longer term nature of the fundamental changes required 
in the latter two components, for progress to be registered, coupled with institutional 
capacity weaknesses. These weaknesses were particularly significant in the provision of 
front line staff in the social sectors, the production and processing of timely audit 
reports by the National Audit Office and public finance management through the 
Integrated Financial Management System. The analysis has also revealed some design 
flaws in the PRSL Matrix, especially the choice of indicators which were not 
harmonised with the PAF. This problem can be attributed to the urgency with which the 
appraisal was conducted so as to disburse the PRSL in July 2007. 
 
5.0 PROGRAMME IMPACTS 
 
5.1 Economic Impacts 
 
5.1.1 The PRSL was designed as one-year operation to support Malawi’s 2007/08 
budget, but the delay in disbursement made this PCR difficult to analyse the economic 
impact meaningfully. It can only be observed here that the loan amount of UA14.9 
million, or about MK 3.2 billion, which had been factored into the 2007/2008 budget 
framework, was a significant proportion (about 2%) of the approved national budget of 
MK174 billion. It was therefore imperative that the loan be disbursed within the 
2007/2008 financial year since any slippage in its disbursement would result in a 
financing gap of the un-disbursed contribution. According to the September 2008 CABS 
Review, the overall budget deficit (including grants) for that financial year was  K16.4 
billion against the approved K9.8 billion deficit such that this financing gap would have 
been reduced to K13.2 billion, had the PRSL been disbursed within the 2007/2008 
financial year. The implication here is that the financing gap created by the delayed 
disbursement must have contributed to GOM domestic borrowing and public debt by the 
MK 3.2 billion.  
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5.2 Social Impact 

5.2.1 The preparation of a PCR for this PRSL, one-year operation which had delayed in 
disbursement could make difficult to measure impact since social changes do take long 
to materialise. However, the CABS framework appeared to be making some positive 
social impact. In particular the CABS framework had contributed to human 
development by increasing the budgetary funding to key social services. Access to 
primary education expanded, health status of the population improved and access to safe 
drinking water also improved. 

5.3 Environmental Impact 
 
5.3.1 The PRSL was classified as a Category 3 project under the Bank’s Environmental 
and Social Assessment Procedures as the project was not expected to generate any 
negative environmental impacts. The operation was designed in such a way that it would 
not have any impact on the environment. 
 
6.0 PROGRAMME SUSTAINABILITY 
 
6.1 Technical soundness: The design of the PRSL was sound as it was based on a desire 
to use the CABS framework and Government systems. There was also adequate 
consultation with the other CABS partners and the Government during the design 
process. The single condition for PRSL disbursement also facilitated the implementation 
of the project.  
 
6.2 Political Support: Political factors affected the implementation of the PRSL 
enormously. At the time of preparing this PCR, there is the potential risk to the 
sustainability of the PRSL agenda in the form of a possible change of government in the 
May 2009 elections. Such a change in the administration could result in a change in 
government’s priorities but it is conceivable that any government that may come into 
being will see the relevance of the key agenda of the MGDS to the social, economic, 
political, and other developmental challenges that Malawi faces.  
 
6.3 Government Commitment: Government has demonstrated a high degree of 
commitment to the implementation of the MGDS through the PRSL. This commitment 
was manifested in its sustained efforts to have the loan approved by Parliament at the 
earliest opportunity and through its financing of the priority areas.. The CABS reviews 
of March and September 2008 also document a broad based institutionalization of the 
MGDS in various central government agencies that could assist in sustaining the PRSL 
agenda.  
 
6.4 Institutional and Capacity Development: Most of the Borrower’s institutions that are 
supposed to participate in the implementation of the PRSL agenda lacked capacities. By 
supporting the strengthening of capacities of key institutions, the loan agenda has 
assisted in putting these institutions and the Bank at the centre of capacity building 
initiatives, within the CABS framework, as discussed in paragraph 4.6. 
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6.5 External Shocks: The main external shocks identified by the PRSL appraisal that 
could have derailed the agenda of the PRSL were floods and droughts. They did occur 
in some parts of the country during the 2007/2008 farming season but they had 
insignificant effects on the national budget because some donors assisted GoM to 
provide social support to those affected in a timely manner. The global financial crisis, 
which has affected Malawi’s development partners in one way or another, poses the risk 
that some of the donors in the CABS framework might find it difficult to sustain their 
commitment to budget support. However, the current donor financial commitments to 
the CABS framework suggest that the CABS donors will continue to support the MGDS 
and the PRSL agenda. The Bank Group itself has programmed some financial resources 
for budget support for the next few years and the IMF has already provided Malawi with 
the External Shocks Facility to address some of the effects of the recent increases in 
global prices of oil and fertilisers.  

7.0 PERFORMANCE OF THE BANK, THE BORROWER, AND  CO-FINANCIERS 

7.1 The Performance of the Bank 
 
7.1.1 This PCR rates the Bank’s performance satisfactory despite the fact that the PRSL 
was disbursed rather late. Its overall performance is rated at 3 in a scale of 1 to 4 with 1 
being the lowest rating (See Annex 2). This is so because the Bank undertook all the 
necessary steps to ensure that the loan was disbursed within the 2007/2008 fiscal year. It 
also engaged in some dialogue with Government in order to facilitate parliamentary 
ratification of the loan and its speedy disbursement thereafter. Once the necessary 
supporting documents were presented, the Bank has disbursed the loan within few days. 
 
7.1.2 The participation of Bank staff in CABS reviews was also satisfactory. They 
participated in all the 4 reviews conducted since the Bank opened its office in December 
2006 and the Bank served as a secretariat to the September / October 2007 CABS 
Mission which indicates that the Bank was an important player in the CABS Group. 
While the performance of the Bank has been found to be satisfactory as discussed 
above, the weak linkages between the PRSL Programme Matrix and PAF indicators 
have contributed to its rating of 3 out of 4. 
 
7.2 The Performance of the Borrower 
 
7.2.1 This PCR rates the performance of the Borrower as satisfactory, with a rating of 
2.5 which is lower than that of the Bank (See Annex 1). The performance was 
satisfactory despite the late disbursement of the loan because the Borrower took 
measures to ensure that the activities earmarked for implementation under the PRSL 
were funded in collaboration with the other CABS donors. The examples are the 
increases in funding for the health sector, institutions involved in public finance 
management, and the 4 governance institutions discussed in Section 4.   
 
7.2.2 While the performance of the Borrower was satisfactory, there were some delays 
in submitting the legal opinion to the Bank largely due to administrative capacity 
weaknesses. This added some months to the delay in disbursing the loan.  
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7.3 The Performance of Co-Financiers   
 
7.3.1 Donors have achieved considerable progress in harmonisation. CABS provides a 
framework for donor to coordinate their efforts including common procedures for 
monitoring and reporting results. It contributed to increase donor complementarity, 
reduce the number of separate and duplicative missions, and reduce transaction cost. 
The performance of co-financiers, namely CABS members, is rated as satisfactory. This 
is so because they ensured that the Bank’s policy reform agenda was not derailed by the 
non-disbursement of the PRSL in the 2007/2008. The co-financers jointly undertook bi-
annual CABS reviews were conducted during the 2007/2008 fiscal year without 
slippages and the review reports made recommendations that enable government to 
make further progress. Donors have adopted a common performance assessment 
framework. 
 
7.3.2 CABS disbursements during the 2007/2008 fiscal year were in line with the 
estimates provided to GOM except for the delayed PRSL disbursement. This high 
predictability of financing provided complementarities and synergies that made up for 
the unforeseen disbursement and implementation delays under the PRSL. 
 
8.0 OVERALL PERFOMANCE RATING 
 
8.1 Overall programme implementation is deemed satisfactory and it succeeded in 
assisting Malawi in pursuing its poverty reduction goal through effective 
implementation of MGDS. This was facilitated by complementarities between the PRSL 
components and other operations within the Bank’s Country Portfolio, donors 
operations, and the national budget. The improved institutional relations that the PRSL 
brought about between the actors in the CABS framework have set the pace for more 
effective implementation of similar Bank-sponsored operations. Detail assessment of the 
programme is provided in Annex 3. 

9.0 CONCLUSION, LESSONS LEARNT AND RECOMMENDATIONS 

9.1 Conclusion 
 
9.1.1 The Government of Malawi has made progress in implementing key policy 
measures envisaged under the PRSL. Despite delay in loan ratification and 
disbursement, the implementation of the PRSL programme objectives and components 
were complemented by other Bank’s portfolio and other donors budget support 
operations. The PRSL was an important instrument for supporting GoM’s 
implementation of the Malawi Growth and Development Strategy through the CABS 
framework. The analysis revealed that despite delay in loan ratification and 
disbursement, the GoM has made progress in the macroeconomic and public finance 
management component, but slow progress in developing human and institutional 
capacity and the policy and institutional framework for governance, largely due to lack 
of capacity. The Bank’s engagement through the CABS Group has enabled it to 
influence policy reforms and commitment to poverty reduction.   
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9.2 Lessons Learnt 
 
9.2.1 Four main lessons can be drawn from the PRSL experience. The first one is that 
political factors can seriously affect the implementation of loan operations, such as 
the PRSL, in the process of seeking approval from Parliament. There is therefore need 
to develop a better understanding of and carefully consider the political context in the 
design and choice of aid instrument including appropriate mix of loans and grants to 
avoid delays in approvals and project implementation.  
    
Secondly, institutional capacity weaknesses have hindered progress especially the 
capability in Parliament and key PFM institutions in preparation; effective use of timely 
audit reports; roll-out and effective use of IFMIS; the processing of financial bills to 
facilitate disbursement; and the delivery of basic services. 
 
Thirdly, the focus and sector spread was too broad and many to cover under the PRSL 
and also inconsistencies between the indicators selected for the PRSL and those in the 
PAF matrix. There is need to ensure harmonisation of approaches for monitoring results 
through strengthening linkages between the PAF and monitoring framework for the 
Bank’s policy-based operations, and the MGDS.   
 
Lastly, the CABS framework provided synergies and complementarities that would 
not have been experienced had the Bank not adopted this framework for the PRSL. 
There were also synergies between the PRSL and other Bank Group operations, 
especially in the health sector, which need to be strengthened to maximise impact and 
deliver better results.  

9.3 Recommendations 
 
For the Bank 
 
a) The Bank should review the purpose and methodology of preparing PCRs for one-
tranche and one-year budget support operations such as the PRSL because (i) it is 
difficult to capture the outcomes and impacts of such operations within a year, and (ii) 
there is need to harmonise monitoring and reporting requirements with the existing 
country systems for MGDS performance report and multi-donor budget support review 
mechanisms. However, the Bank could consider how the PCR format can be simplified 
and better aligned with the multi-donor budget support performance assessment 
framework and regular performance review mechanisms. In such cases, the PCR could 
be build on information and report of the CABS review, and the format can be revised 
to enable the Bank to capture relevant information regarding progress against outputs 
(rather than outcome/impact) and lessons learned in the areas of project management, 
working with partners, and best practices. 
 
b) The Bank should strengthen its cross-departmental work to develop synergy and 
complementarity between policy-based operations and sector operations. This may 
involves inter-departmental approach by involving key stakeholders from different 
sectors or operational complex in monitoring results (e.g. joint assessment of results). 
 
c) The Bank should consider a mechanisms/how to note in preparing policy-based 
operations that enables Task Managers to analyse the political context and understand 
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better the political incentives and the institutions that affect the prospect for reform in 
the area of economic and financial governance. It should also help to take account of the 
political risks for budget support including the choice of grants or loans. 
 
For the Borrower  
 
a) The Borrower should consider conducting its own thorough review of the PRSL and 
any similar interventions so as to learn lessons on implementation failures and improve 
implementation of such operations. 
 
b) The Borrower should address the institutional capacity weaknesses that have affected 
the implementation of the PRSL and sectoral operations, particularly public finance 
management, public procurement, education, health and governance. 
 
c) The Borrower should improve its own monitoring and evaluation structures so that it 
can effectively guide the CABS framework and processes. 
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ANNEX 1: BORROWER’S PERFORMANCE RATING 

 
 
FORM  IP                                                                                                           
 

IMPLEMENTATION (BORROWER’S)  PERFORMANCE 
 
Component Indicators Score 

(1 – 4) 
Remarks 

1.  Adherence to time schedule 1.8 Agreed condition precedent to disbursement of the 
loan funds was met in time but Parliamentary 
authorization to borrow was delayed leading to 
disbursement of funds about 17 months late. The 
delay was largely exogenous, however. 

2.  Adherence to cost schedule n/a  
3.  Compliance with loan 
agreement conditions and 
covenants 

3.5 There was no delay in fulfilling loan conditions 
for release of funds. 

4.  Adequacy of Monitoring & 
Evaluation and Reporting 

2.2 The arrangements for monitoring and evaluation 
and reporting have been satisfactorily. This 
includes the bi-annual  CABS reviews which were 
conducted in a timely manner, although the 
Borrower lacked the capacity to produce some of 
the required reports in time. CABS Aide Memoire 
captures progress against the benchmarks, agreed 
future actions to mitigate risk and enable further 
progress to take place.  

     TOTAL 7.5  
Overall Assessment of 
Implementation  Performance 

2.5 Satisfactory 

 
Overall Rating R 
3<R<4   : HS  - Highly Satisfactory 
2<R<3   : S  - Satisfactory 
1<R<2   : US  - Unsatisfactory 
R<1<EU: HUS - Highly Unsatisfactory 
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                             ANNEX 2: BANK PERFORMANCE RATING 
 
FORM BP 1                                                                                                      
 

BANK PERFORMANCE 
 
Component 
Indicators 

Score (1 – 4) Remarks 

1. At Identification 3.0 The Bank started with a review of the Structural 
Adjustment Loan (SAL) and the Support for Good 
Governance Loan (SGGL). A project identification 
and preparation mission was sent to Malawi in 
September 2006. A Development Policy Letter 
from GoM was used to process the loan. 

2. At preparation of 
project 

3.0 Preparation was carried out in September 2006 in 
close consultation with the CABS Group and other 
donors. This promoted the synchronisation of 
Bank systems with those of GoM and other 
development partners. 

3. At appraisal 2.5 Appraisal was done in January 2007.  The time-
frame for fulfilment of some of the conditions for 
release of the loan funds was reasonable since the 
review of the Borrower’s fulfilment of the loan 
condition was undertaken in March 2007, in 
preparation for release of the tranche in July 2007. 
However, there were some inconsistencies 
between the PAF and the PRSL Programme 
Matrix but this did not affect implementation.  

4. At supervision 3.5 The Bank participated in all the bi-annual CABS 
reviews of March and September 2007 and March 
and September 2008 with the CABS donors. The 
Bank Group contributes to the review processes 
and preparation of aide memoires and submitted 
back to office report 

   TOTAL 12  
Overall Assessment 
of Bank 
performance 

3 Highly Satisfactory 

 
Overall Rating R 
3<R<4   : HS  - Highly Satisfactory 
2<R<3   : S  - Satisfactory 
1<R<2   : US  - Unsatisfactory 
R<1<EU: HUS - Highly Unsatisfactory 
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ANNEX 3: OVERALL PROGRAMME PERFORMANCE RATING 

FORM PO 1                                                                                                       
 

OVERALL PROGRAMME PERFORMANCE 
 
 
 

No. Component Indicators Score (1-4) Remarks 
1. Relevance and 

Achievement of 
Objectives 

2.7  

1.1 Macroeconomic Stability 
and Public Expenditure 
Management 

3..5 Macroeconomic stability was sustained throughout the 
project period based on fiscal prudence, continued donor 
support, sound agricultural policies and favourable weather. 

1.3 Developing Human and 
Institutional Capacity 

2.5 Some progress is recorded on some indicators in education 
and health. Health financing has improved and there is 
some positive impact on the country’s HIV/AIDS 
prevalence rates and related deaths. Staffing issues, 
infrastructural deficiencies and cultural factors constrain 
progress in education, health and gender relations. 

1.4 Improving the Policy and 
Institutional Framework 
for Governance 

2.0 The policy and legal frameworks have improved in the 
corruption, judiciary, audit and procurement areas but 
institutional capacity problems persist. 

2. Institutional 
Development 

2.6  

2.1 Institutional Framework 2.0 Public sector reforms are being implemented within the 
Public Finance Management agenda and the CABS 
framework. 

2.2 Financial management 
and audit systems 

3.0 Financial management and audit systems are being 
strengthened under the ongoing public expenditure 
management reforms.  

2.3 Capacity building 
program 

3.0 Government is pursuing capacity building with assistance 
from donors. 

3. Sustainability 2.4  
3.1 Government commitment 3.5 The government showed commitment to implementing its 

economic reforms as a whole and the delayed disbursement 
of the loan was largely due to exogenous factors.  

3.2 Institutional Framework 2 The country does not have adequate institutional capacity, 
especially in the social sectors and the governance area. To 
correct this, Government has undertaken various capacity 
building initiatives with donor assistance but there is need 
for more effort in this area. 

3.3 Decentralisation 1.8 The government has decentralized the budget as a way of 
entrenching participatory democracy and reforms at the 
district level. Accounting for the funds requires 
strengthening. 

TOTAL 7.7  
Overall Assessment 2.6 Satisfactory 
 
Overall Rating R 
3<R<4   : HS  - Highly Satisfactory 
2<R<3   : S  - Satisfactory 
1<R<2   : US  - Unsatisfactory 
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ANNEX 4: RECOMMENDATIONS AND FOLLOW-UP MATRIX 

                       Recommendations and Follow-Up Matrix 
 

Area Main Findings & 
Conclusions 

Lessons 
Learned/Recommendation 

Follow-up Actions Responsibility 

Formulation 
and Program 
Rationale 

The Bank used 
documentation and 
frameworks under the 
MGDS and the CABS 
Group, including the JF and 
the PAF, to formulate the 
project. It also drew on 
lessons from its own SAL 
and SGGL in formulating 
the project. For example, 
only one condition for 
disbursement was applied 
in PRSL after noting the 
problems of multiple 
conditions in implementing 
the SAL. 

The existing MGDS and CABS 
frameworks made it easy for 
the Bank to prepare the project. 
Application of lessons from 
previous SAL and SGGL 
enabled the Bank to avoid 
implementation delay due to 
conditionality. The willingness 
of the Bank to follow and use 
national systems and processes 
insulated the PRSL activities 
against implementation failures 
occasioned by the problems in 
Parliament, due to 
complementarity between the 
CABS framework, the PRSL, 
GoM funding, and other Bank 
projects. 

Use the cumulative 
experience gained in 
the current and past 
projects to inform 
future programs and 
projects. 
 

ADB 

Program 
Implementation 

Disbursement of loan funds 
was delayed by about 17 
months largely due to 
unforeseen political 
problems in Parliament. 

As a budget support operation, 
the Bank should have 
considered the recent history of 
recurring delayed approval of 
the national budget before 
determining that the tranche 
would be disbursed during the 
first quarter of the 2007/2008 
financial year. Future 
operations should take into 
account similar political 
dynamics that can cause 
implementation delays.   

Use the experience 
gained in future 
programs and 
projects. 

ADB/GoM 

Compliance 
with Loan 
Conditions & 
Covenants 

The single condition for 
release of loan funds plus 
the existence of the CABS 
framework for monitoring 
implementation progress 
made it easy for the 
Borrower to meet that 
condition. 

Inadequate consideration of 
political dynamics resulted in 
the choice of a loan as opposed 
to a grant which does not 
require Parliamentary approval. 
A grant would have been 
appropriate as the disbursement 
would have followed the 
approval of the national budget 
in September 2007, as a grant 
does not require Parliamentary 
approval. 

Simplify loan 
conditions. 
Strengthen GoM 
administrative 
capacity to process 
financial bills and 
loan disbursements. 
Improve 
coordination 
between the 
executive branch of 
and Parliament. 

ADB/GoM 

Performance 
Evaluation & 
Program 
Outcome 

Performance review 
through the CABS 
framework reduced Bank-
specific performance 
assessment. 

The Bank’s project review 
formats and role of PCRs need 
to be re-considered to take into 
account the particular 
requirements of budget-support 
operations. 

ADB should 
consider coming up 
with particular 
reporting 
requirements for 
budget support 
operation. PCRs 
could be focused on 
problematic budget 
support operations. 

ADB/GoM 
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ANNEX 5: LIST OF BANK OPERATIONS IN MALAWI 
 
 
Table 1: Key Portfolio Data 
 
 

Key Financial Information Risks Implementation 

Amount Approved Last Disbursement 
Projects 

at Supervision Projects/Programs/Operations 

(UA m) Disbursement Rate Risk frequency (p.a.) 

Years 
from 

approval 

MGDS Theme 1 : Economic Growth/Rural Develop. 
OSAN 43.3          
  Agricultural Development 35.5       

    
Horticulture & Foods Crop 
Development 6.6 Dec-08 64% PPP 2 9.9 

    Smallholder Irrigation Project 5.0 Mar-09 92% PPP 2 10.0 
    Smallholder Outgrowers Sugarcane 8.9 Mar-09 73% PPP 2 9.0 

    
Smallholder Crop Production & 
Marketing 15.0 Dec-13 8%  2 2.4 

  Natural Resources Management 7.8       
    Lake Malawi Artisanal Fisheries 7.8 Dec-09 49% PPP 1 6.0 
MGDS Theme 3 : Social Development OSHD 68.6          
  Education 30.0       
    Secondary Education Phase IV 15.0 Jun-09 81%  2 7.0 
    Secondary Education Phase V 15.0 Dec-12 3%  2 2.5 
  Health   15.0       
    Health Sector Program SWAp 15.0 Jun-10 15% PPP 1 3.0 
  Skills Development 23.6       
    Local Economic Development 14.0 Dec-13 Not yet effective 0.2 

    
Skills Development & Income 
Generation 9.6 Jun-09 78%  1 7.0 

MGDS Theme 4 : Infrastructure OWAS  35.5          
    National Water Development 25.9 Dec-13 Not yet effective 0.4 
    Integrated Rural Water Supply & San. 9.6 Dec-08 78%  2 7.0 
MGDS Theme 5 : Governance OSGE 14.9         
    Poverty Reduction Support Loan I 14.9 Dec-08 100%  2 1.7 
Total    162.3   51.5% * 5 1.7 5.1 
* For all projects disbursing in 2008, excl. of PRSL I     

 
 
Source: ADB, Malawi Country Portfolio Performance Report, Malawi Field Office, January 
             2009.   
 
 
 
 
 
 
 
 
 




